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Sanctions:

1. What Are Sanctions?
Overview

At their core, sanctions are restrictions — economic, financial, or political
— imposed by one party on another to change behaviour.

They can be imposed by:

« Individual countries

o Groups of countries, such as the European Union

« International bodies, like the United Nations

« Even private companies, through voluntary boycotts or compliance
decisions

Sanctions can target:

« Countries

« Government officials

o Corporations

« Banks

« Entire sectors, such as energy or defence

» Or specific individuals, through asset freezes and travel bans

The key idea is coercion without military force. Sanctions are meant to
raise the cost of certain actions — such as invading a neighbour, violating
human rights, or developing nuclear weapons — until the targeted party
changes course.

2. Types of Sanctions

Sanctions come in many forms, and understanding the differences is
essential.

a. Economic Sanctions
These restrict trade in goods and services. They can include:
« Import bans

« Export controls
« Embargoes on specific products, such as oil or weapons



Economic sanctions aim to weaken a country’'s economy enough to
influence political decisions.

b. Financial Sanctions
These target the flow of money. Examples include:
e Freezing assets held in foreign banks
e Blocking access to international financial systems

e Restricting loans or investment

One of the most powerful tools is cutting a country off from SWIFT, the
global messaging system used by banks.

c. Targeted or “Smart” Sanctions

These focus on specific individuals or entities rather than entire
populations. They include:

e Travel bans

o Asset freezes

e Restrictions on luxury goods
The idea is to pressure elites without harming civilians.
d. Sectoral Sanctions
These target key industries such as:

e Energy

o Defence

e Technology

e« Banking

They are designed to limit long-term economic growth rather than cause
immediate collapse.

e. Secondary Sanctions

These punish third parties — companies or countries — that do business
with a sanctioned entity. They extend the reach of sanctions far beyond
the borders of the country imposing them.

3. Why Governments Use Sanctions

Sanctions serve several strategic purposes.

a. To Change Behaviour



This is the classic goal: stop nuclear programs, end human rights abuses,
or deter aggression.

b. To Signal Disapproval

Even if sanctions don't change behaviour, they send a clear message
about international norms.

c. To Weaken an Adversary

Sanctions can slow economic growth, reduce military capability, or isolate
a country diplomatically.

d. To Satisfy Domestic Audiences

Sometimes sanctions are used because leaders need to “do something”
without committing troops or escalating militarily.

e. To Shape Global Markets

Energy sanctions, for example, can shift global supply chains and influence
prices.

Sanctions are therefore not just punitive — they are political tools with
multiple layers of intent.

Whether sanctions are effective is a politically charged topic as
reflected in the quotations below:

Barack Obama: “Sanctions alone could not stop Iran's nuclear program.
But they did help bring Iran to the negotiating table.”

Alexander Hamilton: “/t is essential to the idea of a law, that it be
attended with a sanction.”

Ron Paul: “Sanctions are not diplomacy. They are a precursor to war and
an embarrassment to a country that pays lip service to free trade.”

Viadimir Putin: “If somebody prefers to work by means of sanctions, he is
welcome to do so. But sanctions are a temporary measure... tell me where
this policy of sanctions proved to be effective. The answer is nowhere.”
Brian May “Sanctions always hurt the poor, the weak, the children.”

Omar Bongo “Economic sanctions rarely achieve the desired results.”

George W. Bush ‘| have said that the sanction regime is like Swiss cheese
(full of holes) — that meant that they weren't very effective.”
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Madeleine Albright “| think this is a very hard choice, but the price—we
think the price is worth it.”

This widely discussed remark on sanctions came from a 1996 60 Minutes
interview about U.S. sanctions on Iraq. When asked by journalist Lesley
Stahl about reports that half a million Iraqi children had died due to
sanctions.

4. The primary aims of the theoretical framework for sanctions are
reflected in national legislation.

England & Wales Post Brexit Sanctions Regime
Enabling Statute

Sanctions and Anti-Money Laundering Act 2018 c. 13
s. 1 Power to make sanctions regulations

Conditions; Interpretation; Regulations; Sanctions
1 Power to make sanctions regulations

(1) An appropriate Minister may make sanctions regulations where that
Minister considers that it is appropriate to make the regulations—

(a) for the purposes of compliance with a UN obligation,

(b) for the purposes of compliance with any other international
obligation, or

(c) for a purpose within subsection (2).

(2) A purpose is within this subsection if the appropriate Minister making
the regulations considers that carrying out that purpose would—

(a) further the prevention of terrorism, in the United Kingdom or
elsewhere,

(b) be in the interests of national security,

(c) be in the interests of international peace and security,

(d) further a foreign policy objective of the government of the United
Kingdom,

(e) promote the resolution of armed conflicts or the protection of civilians
in conflict zones,

(f) provide accountability for or be a deterrent to gross violations of
human rights, or otherwise promote—

(i) compliance with international human rights law, or

(ii) respect for human rights,

(g) promote compliance with international humanitarian law,

(h) contribute to multilateral efforts to prevent the spread and use of
weapons and materials of mass destruction, or

(i) promote respect for democracy, the rule of law and good governance.


https://uk.westlaw.com/Document/I84C3CC80609811E8ADA8B693C6CBC76B/View/FullText.html?originationContext=document&transitionType=DocumentItem&ppcid=40d575f67cb548a18de2672d985b904e&contextData=(sc.DocLink)

(3) Regulations under this section must state the purpose (or purposes) of
the regulations, and any purpose stated must be—

(a) compliance with a UN obligation, or other international obligation,
specified in the regulations, or

(b) a particular purpose that is within subsection (2).

[.]

(5) In this section "sanctions regulations" means regulations which do
one or more of the following—

(a) impose financial sanctions (see section 3);

[

(aa) impose director disqualification sanctions (see section 3A);
]2

(b) impose immigration sanctions (see section 4);

(c) impose trade sanctions (see section 5 and Schedule 1);

(d) impose aircraft sanctions (see section 6);

(e) impose shipping sanctions (see section 7);

(f) impose sanctions within section 8 (other sanctions for purposes of UN
obligations);

(g) make supplemental provision in connection with any provision of the
regulations or other regulations made under this section.

(6) In this section "supplemental provision" includes any provision
authorised by any other provision of this Act to be made by regulations
under this section (see in particular sections 9 to 17, 19 to 21 and 54).

(7) In this Act any reference to a gross violation of human rights is to
conduct which—

(a) constitutes, or

(b) is connected with,

the commission of a gross human rights abuse or violation; and whether
conduct constitutes or is connected with the commission of such an
abuse or violation is to be determined in accordance with section 241A of
the Proceeds of Crime Act 2002.

(8) In this Act—

"UN obligation" means an obligation that the United Kingdom has by
virtue of a UN Security Council Resolution;

"UN Security Council Resolution" means a resolution adopted by the
Security Council of the United Nations;

"international obligation" means an obligation of the United Kingdom
created or arising by or under any international agreement.

(9) For the purposes of any provision of this Act which refers to

an "appropriate Minister", the following are appropriate Ministers—

(a) the Secretary of State;

(b) the Treasury.

(10) None of paragraphs (a) to (i) of subsection (2) is to be taken to limit
the meaning of any other of those paragraphs.
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5. An example of secondary legislation made under the enabling statute is
the Russia(Sanctions)(EU Exit) Regulations 2019 (as amended).

Russia(Sanctions)(EU Exit) Regulations 2019 (as amended)

Reg 5: Power to designate persons (1) The Secretary of State may
designate persons by name [in accordance with regulation 5A (conditions
for the designation of persons by name) ] 1 for the purposes of any of the
following—SI 2019/855 Page 6 (a) regulations 11 to 15 (asset-freeze etc.); [
(aa) regulation 17A [ (corresponding banking relationships and
processing payments)]3 ;]2 [ (ab) regulation 18C (trust services); | 4 [ (ac)
regulation 19B (director disqualification sanctions); ] 5 (b) regulation 20 [
(immigration); ] 6 [ (bza) regulation 46A (technical assistance relating to
aircraft and ships), ] 7 [ (bzb) regulation 54A (internet services); ] 8 [ (ba)
regulations 57A and 57C to 57E[(ships: prohibition on port entry etc.); ] 10 ]
9 [ (bb) regulations 577 and 57M (aircraft). ] 11

Reg 6A: Conditions for the designation of persons by description (1) The
Secretary of State may choose whether persons mentioned in regulation
5(1A) (power to designate persons by description) are designated persons
under—SI 2019/855 Page 13 (a) the standard procedure, or (b) the urgent
procedure.

Part 3 of the Regulations Deals with Finance:
Reg: 11 Asset Freeze in relation to designated persons.
Reg: 12 Making Funds Available to designated persons

12— Making funds available to designated person (1) A person ("P") must
not make funds available directly or indirectly to a designated person if P
knows, or has reasonable cause to suspect, that P is making the funds so
available. (2) Paragraph (1) is subject to Part 7 (Exceptions and licences).
(3) A person who contravenes the prohibition in paragraph (1) commits an
offence. (4) The reference in paragraph (1) to making funds available
indirectly to a designated person includes, in particular, a reference to
making them available to a person who is owned or controlled directly or
indirectly (within the meaning of requlation 7) by the designated person.

Reg 13: Making funds available for benefit of designated person (1) A
person ("P") must not make funds available to any person for the benefit
of a designated person if P knows, or has reasonable cause to suspect,
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that P is making the funds so available. (2) Paragraph (1) is subject to Part
7 (Exceptions and licences). (3) A person who contravenes the prohibition
in paragraph (1) commits an offence. [ (3A) The reference in paragraph (1)
to making funds available to any person for the benefit of a designated
person includes making funds available for the benefit of a person who is
owned or controlled directly or indirectly (within the meaning of
requlation 7) by the designated person (and references to designated
person in paragraph (4) are to be read accordingly). ] 1 (4) For the
purposes of this regulation— (a) funds are made available for the benefit
of a designated person only if that person thereby obtains, or is able to
obtain, a significant financial benefit, and (b) "financial benefit" includes
the discharge (or partial discharge) of a financial obligation for which the
designated person is wholly or partly responsible.

Reg: 19.— Circumventing etc. prohibitions (1) A person must not
intentionally participate in activities knowing that the object or effect of
them is (whether directly or indirectly)— (a) to circumvent any of the
prohibitions in [ requlations 11to 18c ] 1, or (b) to enable or facilitate the
contravention of any such prohibition. (2) A person who contravenes the
prohibition in paragraph (1) commits an offence.

Effect of Breach of Regulations at Common Law
lllegality

6. The impact on general commercial and financial litigation is the effect
that establishing a breach of the regulations can have as it can be argued
that contracts are potentially vitiated by the illegality at common law.

7. An lllegal contract or claim is unenforceable. The “effect of illegality is not
substantive but procedural”, it may prevent the claimant from enforcing a
claim under the transaction. The “ex turpi causa defence”, as was stated by
Kerr LJ in EuroDiam Ltd v Bathurst: “..rests on a principle of public policy
that the Courts will not assist a plaintiff who has been guilty of illegal (or
immoral) conduct of which the courts should take notice.” Chitty on
Contract 19-044

8. lllegality may bar recovery of one element of a claim but not another. It is
not an “all or nothing” defence.

9. A factors based approach, and in particular the need for proportionality,
must be applied apply to the loss claimed. Chitty on Contracts 19-045.

10. This area of law was riddled by inconsistency and speaking extra-
judicially Lord Sumption stated:



“..the law of illegality is an area in which there are few propositions,
however contradictory or counter-intuitive, that cannot be supported by
respectable authorities of the highest levels.”

11. Some clarification was given by the Supreme Court in Patel v Mirza
[2016] UKSC 42, [2017] A.C. 467.

12. The defence of illegality in the narrow sense, and particularly the issue
of the complexity arising from “inconsistent authority”, was addressed by a
nine-judge panel of the Supreme Court in Patel v Mirza, which attempted
to provide structured and clear principles in providing a solution to this
issue. Though unanimous as to the result, the reasoning of their Lordships
differed. The speech of Lord Toulson, with whom Baroness Hale DPSC, Lord
Kerr, Lord Wilson and Lord Hodge JJSC agreed, goes a long way to
providing the necessary guidance. However, some uncertainty remains, in
particular as to what policies should be taken into account and the weight
to be given to previous authorities. In Patel v Mirza, Lord Toulson, speaking
for the majority, held that the previous rules-based approach should no
longer be followed. Instead, he adopted what may be termed a “factors-
based” approach that in dealing with the issue of illegality and with regard
to the policy factors involved it is necessary to address a “trio of necessary
considerations that can be found in the case law”".

13. He summarised the approach in these words:

“The essential rationale of the illegality doctrine is that it would be
contrary to the public interest to enforce a claim if to do so would be
harmful to the integrity of the legal system (or, possibly, certain aspects of
public morality, the boundaries of which have never been made entirely
clear and which do not arise for consideration in this case). In assessing
whether the public interest would be harmed in that way, it is necessary
(a) to consider the underlying purpose of the prohibition which has been
transgressed and whether that purpose will be enhanced by denial of the
claim, (b) to consider any other relevant public policy on which the denial
of the claim may have an impact and (c) to consider whether denial of the
claim would be a proportionate response to the illegality.”

14. The issue of sanctions have been heard in recent cases in the Supreme
Court:

(1) Shvidler v Secretary of State for Foreign, Commonwealth
and Development Affairs (UKSC/2024/0045)

This is a major 2024-2025 case concerning the designation of Eugene
Shvidler under the Russia (Sanctions) (EU Exit) Regulations 2019. The
Supreme Court examined whether maintaining his sanctions designation



was a proportionate interference with his rights under Article 8 and Article
1 of Protocol 1 of the ECHR.

It later became part of a combined 2025 judgment (Shvidler and Dalston
Projects), where the Court set a high bar for challenging sanctions
designations, confirming that the government does not need to prove
each individual sanction is effective on its own.

(2) Dalston Projects Ltd v Secretary of State for Transport (2025)

Heard alongside Shvidler, this case involved the detention of the
superyacht Phi under the Russia sanctions regime. The Supreme Court
upheld the legality of the sanctions measures and clarified the
proportionality test for sanctions under the post-Brexit framework.

(3) UniCredit Bank GmbH v Celestial Aviation Services Ltd
[2026] UKSC 10

A 2026 decision addressing whether UK Russian sanctions suspended
payment obligations under letters of credit connected to aircraft leasing
for Russian airlines. The Court held that sanctions did prohibit the
payments, confirming a broad interpretation of Regulation 28(3) of the
Russia (Sanctions) Regulations.

Experience of Sanctions and Related Issues
From Practice

lllegality Defence to Finance Claim

Investec v PP & AC Ongoing case in Commercial Court

15. In practice always consider the full factual matrix. There may well be a
sanctions angle that is not immediately apparent. Investec v PP & AC
originally appeared to be a straightforward claim by Investec Bank under a
joint facility for the recovery of CHF 24m and a personal facility of CHF
12.75m triggered by the cross default of the joint facility. The total claim
together with interest is over CHF40m.

16. The Claim was pursued by the Bank as a simple facility default. The
enforcement of the repayment would have had devastating consequences
for the experienced investors involved.
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17. However, in wider focus the matrix of the transaction revealed a
potential illegality defence to me. In overview it was argued in our Defence
that the structure of the transaction was designed to allow Investec to be
involved in the financing of the purchase of a bank in Switzerland which
was a subsidiary of a sanctioned Russian Bank whilst attempting to
provide distance from any sanctions considerations. [A UK Sanctions check
at FCDO - UK Sanctions List Search - GOV.UK showed that PJSC Sberbank (Russia)
was subject to sanctions.

18. M3 (a Swiss company) purchased a Swiss based Russian owned Bank
(Sberbank Switzerland), using funds raised on a bond instrument
governed by Swiss law with the notes being purchased by the First
Defendant ( a Swiss national) using funds in Swiss Francs borrowed by the
First and Second Defendants (both Swiss nationals) from Investec under
the UK AC/PP Joint facility.

19. This allowed a Defence to be run under the Russia(Sanctions)(EU Exit)
Regulations 2019 (as amended).

20. As the Particulars of Claim are currently pleaded the Defence provides
a complete defence to the Claim for principal and interest. The Bank has
acknowledged that the issues raised in the Defence and Counterclaim can
not be determined at Summary Judgment and the case proceeds to trial
next year.

21. Most importantly, whatever the outcome of the trial the First Defendant
has been brought time which was his major commercial objective. Shares
in a Delaware technology company provided partial security to the
facilities. That Company was scheduled to have an Initial Public Offering
(“IPQO") and early enforcement against his shareholding would have been
hugely detrimental to the anticipated uplift in share value of the security.

Payment Difficulties due to impact of Sanctions on
UK Solicitors and Counsel

X vY Steel Trade Arbitration in Moscow (2004-2005) involving unfair
prejudice in conduct of Cypriot joint venture vehicle.

22. 1 acted for the Respondent and the Claimant was a sanctioned entity.
Payment of brief fees was blocked by allegations that payments of legal
fees to the Team including myself were not permitted due to the sanctions
regime.

11


https://search-uk-sanctions-list.service.gov.uk/

23. However, for the rule of law to survive in International Arbitration and in
order to prevent parties resorting to non-legal dispute resolution the
Foreign and Common wealth have issued a General Licence which can be
relied upon.

24. The general licence issued by the UK Foreign, Commmonwealth &
Development Office (FCDO) for the payment of legal fees is known as a
Legal Services General Licence, and it is administered by the Office of
Financial Sanctions Implementation (OFSI). These licences allow
designated persons under UK sanctions to pay UK legal professionals
without needing a specific OFSI licence, provided they comply with the
terms and financial caps set out in the general licence. The limits have
been significantly increased over the last two years.

Current 2025-2026 Legal Services General Licence

« General Licence INT/2025/7323088. This licence applies to all
autonomous sanctions Regulations set out in Annex 1. This includes
the Russia and Belarus sanctions regimes and permits UK legal firms
and counsel to receive payment from designated persons for legal
services, subject to conditions and caps.

o Covers payment of legal fees by sanctioned individuals or entities.
e Caps:
o Upto£4m (inc. VAT) for professional legal fees under Part A
and B combined.
o Up to10% of legal fees or £400,000 whichever is lower for
expenses. under Part A and B combined.
« Counsel fees (brief/refresher fees) may be included if they are fixed
fees.
e Regulated counsel now includes barristers in Northern Ireland and
advocates in Scotland.

Licence in effect 29 October 2025-28 April 2026 (see handout)

25. Eventually, payment was cleared by the Bank relying on the provisions
of the previous 2024-2025 General Licence.

Trade Remedies Authority

26. If sanctions allow the UK to act offensively, the Trade Remedies
Authority supports Defence from economic attack by other states
attempting to destabilise the UK economy.

27. The Trade Remedies Authority exists to defend the UK against unfair
international trade practices caused by unfair trading practices and make
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recommendations on appropriate measures to defend UK economic
interests.

28. The Trade Remedies Authority operates as an independent body at
arm'’s length from government, sponsored by the Department for Business
and Trade (DBT).

29. The responsibilities of the TRA include:
carrying out:

1. dumping and subsidy investigations
safeguard investigations

reviews of EU trade remedy measures transitioned into UK law

INNNREEN

reviews connected with existing UK measures

30.In 2025 | acted for an oil importer and distributor in a dumping
investigation ADOO59 concerning imports of Engine Oil and Hydrualic
Fluids from Lithuania and UAE. We produced the leading submissions in
UK against Tariffs being imposed on imports from Lithuania and UAE. The
government legal teams from Lithuania and the European Commission
agreed with our position. However, limited tariffs were imposed due to
concern that state subsidised Russian oil was being used to destabilise the
national economy.

Relevant Legislation

31. Enabling Act Schedule 4 Taxation (Cross-border Trade Act) 2018 (“the
Act”)

32.The Trade Remedies (Dumping and Subsidisation) (EU Exit) Regulations
2019 (“the Regulations”) provide the additional framework within which
the TRA have assessed the question of whether product dumping has
occurred during the Period of Investigation.

33. There is considerable work for law firms and barristers in this sector
including, Advice, Drafting and Representation in hearings.

34. My response to the Provisional Affirmative Determination has now
been released to the Public file and is produced as an example of the type
of drafting involved.
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Conclusion

35. Practical experience in the field of Sanctions and Trade Remedies often
comes as an organic exposure to commercial cases in disjointed and
discrete areas of practice as the examples set out here demonstrate.

36. However, it is hoped that by setting out practical experience against the
theoretical background that the areas of law are better understood as
challenging and lucrative areas of practice.

Tim Frith
Lamb Chambers

07 April 2026

timothyfrith@lambchambers.co.uk

Practice Manager

Cliff Alderson 02077978300
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