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Executive Summary 
Be ne fic ia l owne rs h ip  t rans p a re ncy is  cons id e re d  a  fund am e nt a l t ool b y 
m any in t e rna t iona l s t and a rd s  which  ad d re s s  illic it  financ ia l flows , 
inc lud ing t he  Financ ia l Ac t ion  Tas k Force  in  cha rge  of an t i- m one y 
laund e ring and  com b a t t ing t he  financ ing of t e rroris m , t he  OECD’s  Glob a l 
Forum  d e a ling wit h  t a x e vas ion  a nd  t he  Ext rac t ive  Ind us t rie s  
Trans p a re ncy In it ia t ive  (EITI) t a ckling corrup t ion . In  re ce n t  ye a rs , c los e  t o  
100  ju ris d ic t ions  have  ap p rove d  laws  and  e s t ab lis he d  ce n t ra l re gis t rie s  of 
b e ne fic ia l owne rs h ip  in form a t ion  for le ga l p e rs ons  and  t rus t s . Howe ve r, 
financ ia l c rim e s  a re  s t ill t aking p lace , a lm os t  und e t e rre d  b y t he s e  ne w 
b e ne fic ia l owne rs h ip  re gis t rie s . 

The  la ck of ve rifica t ion  of re gis t e re d  d a t a  b y b e ne fic ia l owne rs h ip  
re gis t rie s  and  t he  la ck of p ub lic  a cce s s  t o  in form a t ion  a re  h igh ly re le van t  
in  p re ve n t ing a ll re le van t  s t ake hold e rs  from  ob t a in ing b e ne fic ia l 
owne rs h ip  in form a t ion , and  e ns uring t ha t  t h is  in form a t ion  is  a ccura t e  and  
up - t o- d a t e . Howe ve r, an  e ve n  m ore  fund am e nt a l p rob le m  e xis t s . 
Be ne fic ia l owne rs h ip  fram e works  s u ffe r from  loop hole s  and  p a rt icu la rly 
from  t he  im p os it ion  of t h re s hold s , wh ich  p re ve n t  au t horit ie s  and  ot he r 
s t ake hold e rs  from  ob t a in ing a ll t he  ne ce s s a ry in form a t ion . 

While  inve s t iga t ors  and  m os t  au t horit ie s  involve d  in  figh t ing m one y 
laund e ring, corrup t ion  and  t ax e vas ion  agre e  on  t he  ne e d  for com p le t e  
b e ne fic ia l owne rs h ip  in form a t ion  t o  t a ckle  s op h is t ica t e d  financ ia l 
c rim ina ls , p olicy m ake rs  e s t ab lis h  fram e works  t ha t  a re  cons id e re d  e a s y 
and  “a fford ab le ” t o  im p le m e nt , w it h  lit t le  conce rn  for t he ir e ffe c t ive ne s s . 
Bas e d  on  t he  Financ ia l Ac t ion  Tas k Force ’s  re com m e nd a t ions , m os t  
coun t rie s  e s t ab lis h  fram e works  b a s e d  on  a  d e fin it ion  which  cons id e rs  a s  
b e ne fic ia l owne rs  on ly t hos e  ind ivid ua ls  who hold  m ore  t han  25 p e r ce n t  
of t he  cap it a l in  a  le ga l p e rs on , and  whe re  no one  is  id e n t ifie d , t hos e  wit h  
“con t rol via  ot he r m e ans ”. Bas e d  on  t he  goa l of s aving cos t s  for t he  
p riva t e  s e c t or (e g firm s  a s  we ll a s  financ ia l in s t it u t ions  t ha t  m us t  
und e rt ake  cus t om e r d ue  d ilige nce ) or t he  hop e  t ha t  t he  ca t ch- a ll p h ra s e  
“con t rol via  ot he r m e ans ” will cove r a ll re le van t  ind ivid ua ls , coun t rie s  
t ake  a  “s m a ll” d a t a  ap p roach  (ra t he r t han  t he  “righ t - d a t a” ap p roach), 
a s king for lit t le  in form a t ion , hop ing t o  m ake  it  e a s y t o  colle c t  and  ve rify 
t h is  lit t le  in form a t ion . 

Th is  b rie f e xp la ins  t ha t  a  no- t h re s hold  ap p roach  (ie  re q u iring t he  
id e n t ifica t ion  of any b e ne fic ia l owne r wit h  a t  le a s t  one  s ha re  or vot e ), 
coup le d  wit h  m ore  e xt e ns ive  d e t a ils  t o  b e  colle c t e d  (e g t hos e  wit h  a  
p owe r of a t t orne y or wit h  e xp os ure  t o  a  com p any’s  e conom ic  
p e rform ance ) is  t he  on ly way t o  e ns ure  t ha t  au t horit ie s  will a lre ad y hold  
a ll t he  b e ne fic ia l owne rs h ip  in form a t ion  t ha t  t he y ne e d  b y t he  t im e  t he y 
ne e d  it . Th is  wa y, au t horit ie s  cou ld  re ad ily ana lys e  t he  in form a t ion  t he y 
hold  t o  re ve a l und is c los e d  re la t ions h ip s , p rop e rly cond uc t  inve s t iga t ions  
in t o  c rim e s , and  d e t e c t  c rim e s  t ha t  m igh t  ot he rwis e  go  unnot ice d . 

Ins t e ad , cu rre n t  b e ne fic ia l owne rs h ip  fra m e works  d o  not  colle c t  e nough  
of t he  righ t  in form a t ion  t o  b e  ab le  t o  e ffe c t ive ly une a rt h  and  inve s t iga t e  
c rim ina l a c t ivit y. Mos t  b e ne fic ia l owne rs h ip  fram e works  t od ay p rim arily 
colle c t  in form a t ion  on  la rge  s ha re hold e rs , a llowing c rim ina ls  and  ot he r 
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ind ivid ua ls  t o  us e  com p le x owne rs h ip  s t ruc t u re s  and  ot he r s op h is t ica t e d  
s che m e s  t o  re m a in  h id d e n  from  au t horit ie s  and  e s cap e  t he  ru le  of law. 

Im p ort an t ly, a s  t h is  b rie f will s how, im p le m e nt ing a  no- t h re s hold  
ap p roach  d oe s  not  ad d  cos t s : e ve n  a  fram e work wit h  a  25 p e r ce n t  
t h re s hold  p re s up p os e s  t ha t  a nyone  hold ing d ire c t ly or ind ire c t ly a t  le a s t  
one  s ha re  ha s  b e e n  id e n t ifie d  –  t h is  is  t he  on ly wa y t o  aggre ga t e  a ll 
hold ings  a nd  d e t e rm ine  which  of t hos e  p a s s e d  t he  t h re s hold . Swit ch ing 
t o  a  no- t h re s hold  ap p roach  would  re q u ire  no ad d it iona l work in  
id e n t ifying d ire c t  or ind ire c t  s ha re hold e rs . In  ad d it ion , a  no- t h re s hold  
ap p roach  d oe s  not  ne ce s s a rily a ffe c t  p rivacy and  d a t a  p rot e c t ion  b e caus e  
it  is  ne ce s s a ry and  p rop ort iona t e  t o  ach ie ve  t he  a im s  of com b a t t ing illic it  
financ ia l flows . It  m os t ly t a rge t s  c rim ina ls  and  ind ivid ua ls  wit h  
s op h is t ica t e d  financ ia l s t ruc t u re s , ra t he r t han  vu lne rab le  p op u la t ions . 
The re  a re  a ls o p rivacy- e nhance d - t e chnologie s  t o  ad d re s s  ris ks  of hacks . 
As  for und e r- re s ource d  au t horit ie s  a lre ad y ove rwhe lm e d  wit h  d a t a , ne w 
t e chnologie s  can  e a s ily he lp  ana lys e  t he  ad d it iona l d a t a  ob t a ine d  t h rough  
a  no- t h re s hold  ap p roach , coup le d  wit h  a  d e t e rre n t  e ffe c t  aga ins t  
c rim ina ls . 
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1. Introduction 
Be ne fic ia l owne rs h ip  t rans p a re ncy ha s  b e com e  a  m a ins t re am  p olicy. 
Clos e  t o  10 0  ju ris d ic t ions 1 have  laws  re q u iring b e ne fic ia l owne rs h ip  
re gis t ra t ion , re q u iring d is c los ure  of t he  id e n t it y of t he  na t u ra l p e rs ons  
who u lt im a t e ly own or con t rol com p an ie s  and  ot he r le ga l ve h ic le s , wit h  a  
gove rnm e n t  au t horit y. Howe ve r, m one y laund e ring, corrup t ion , t ax e vas ion  
and  ot he r financ ia l c rim e s  con t inue  t o  e nd u re  a s  if b e ne fic ia l owne rs h ip  
re gis t rie s  d id n’t  e xis t . 

The re  a re  t h re e  re a s ons  for t h is  fa ilu re . The  firs t  one  -  t he  focus  of t h is  
b rie f -  is  t ha t  in t e rna t iona l s t and a rd s  a re  cu rre n t ly s o  we ak, t he y cannot  
p os s ib ly d e live r e ffe c t ive  t rans p a re ncy, e ve n  if coun t rie s  fu lly com p lie d  
wit h  t he m  and  im p le m e nt e d  a ll of t he  re q u ire d  m e as ure s . Se cond , m os t  
coun t rie s  a re  not  fu lly com p lying wit h  in t e rna t iona l s t and a rd s , a s  “we ak” 
a s  t he y a re , a s  re fle c t e d  b y ra t ings  b y in t e rna t iona l organ is a t ions  like  t he  
Glob a l Forum  a nd  t he  Financ ia l Ac t ion  Tas k Force . The s e  ra t ings  s how 
t ha t  a s  of Ap ril 2023, 90  p e r ce n t  of ju ris d ic t ions  a re  on ly “p a rt ia lly” or 
“la rge ly” com p lian t  on  owne rs h ip  t rans p a re ncy -  b a s e d  on  a  s t a nd a rd  
t ha t  is  ve ry we ak t o  b e gin  wit h .2  

Figure  1. Glob a l Forum  ra t ings  

Source : 2023 Glob a l Forum  Annua l Re p ort  (p age  15)3 

 

To m ake  m a t t e rs  wors e , t he s e  ra t ings  us ua lly re fe r t o  “form a l” or 
t e chn ica l com p liance , e g b y e nac t ing laws  t ha t  c los e  loop hole s  id e n t ifie d  
in  t he  s t and a rd . For ins t ance , t h is  is  m e a s u re d  b y t he  Financ ia l Ac t ion  
Tas k Force  Re com m e nd a t ions  24  and  25 on  b e ne fic ia l owne rs h ip  
t rans p a re ncy for le ga l p e rs ons  a nd  le ga l a rrange m e nt s  (e g t rus t s ), 
re s p e c t ive ly.  

Whe n  it  com e s  t o  e ffe c t ive ne s s  (e g e s t ab lis h ing a  re gis t e r t ha t  s e cure s  
re s ource s  t ha t  a re  s u ffic ie n t  in  t e rm s  of t e chnology, s t a ff, b ud ge t  and  
t ra in ing for au t horit ie s  t o  ca t ch  c rim ina ls ), ra t ings  a re  e ve n  wors e . Th is  is  
t he  t h ird  re a s on : coun t rie s  a re  d oing an  e ve n  wors e  job  whe n  it  com e s  t o  

 
 

1 Andres Knobel and Florencia Lorenzo, Beneficial Ownership Registration around the World 2022 (December 2022) 
<https://taxjustice.net/wp-content/uploads/2022/12/State-of-Play-of-Beneficial-Ownership-2022-Tax-Justice-
Network.pdf> [accessed 16 December 2022]. 
2 Figures calculated by the author based on the list of ratings published by the Global Forum and the Financial Action Task 
Force. As of April 2023, out of 123 jurisdictions reviewed by the Global Forum with an available rating on section A1 
(“availability ownership information”), 45 percent have a rating of partially compliant and 43 percent of largely 
compliant. Out of 143 jurisdictions reviewed by the FATF or regional bodies under the 4th round of evaluations, 42 
percent have a rating of partially compliant and 48 percent a rating of largely compliant. 
3 Global Forum, “Pioneering Global Progress in Tax Transparency: A Journey of Transformation and Development 
2023 GLOBAL FORUM ANNUAL REPORT”, 2023, page 15, available in: 
https://www.oecd.org/tax/transparency/documents/global-forum-annual-report-2023.pdf 

https://taxjustice.net/wp-content/uploads/2022/12/State-of-Play-of-Beneficial-Ownership-2022-Tax-Justice-Network.pdf
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t he  conc re t e  a c t ion  and  re s ourc ing ne e d e d  t o  im p le m e nt  t he  “we ak” 
fram e works  t he y have  p a rt ia lly e m b e d d e d  in  law.  

The  Financ ia l Ac t ion  Tas k Force  a s s e s s e s  t he  e ffe c t ive ne s s  le ve l of 
b e ne fic ia l owne rs h ip  t rans p a re ncy und e r Im m e d ia t e  Out com e  5. As  of 
Ap ril 2023, ou t  of 146  ju ris d ic t ions  re vie we d , no coun t ry had  re a che d  a  
h igh  le ve l of e ffe c t ive ne s s  (e q u iva le n t  t o  “com p lian t ”). On ly 9  p e r ce n t  
had  a  ra t ing of “s ub s t an t ia l e ffe c t ive ne s s ” (e q u iva le n t  t o  b e ing la rge ly 
com p lian t ), wh ile  44  p e r ce n t  and  47 p e r ce n t  had  ra t ings  of m od e ra t e  
(p a rt ia lly com p lian t ) and  low (non- com p lian t ) re s p e c t ive ly. Figu re  2 
illu s t ra t e s  t he  low le ve ls  of e ffe c t ive ne s s  a c ros s  120  ju ris d ic t ions , a s  
p ub lis he d  b y t he  Financ ia l Ac t ion  Tas k Force  in  Ap ril 2022. 

Figure  2. Financ ia l Ac t ion  Ta s k Force  ra t ings  on  e ffe c t ive ne s s  (Im m e d ia t e  Out com e  5) 

 
Source : FATF (2022), Re p ort  on  t he  St a t e  of Effe c t ive ne s s  Com p liance  wit h  FATF St and a rd s , FATF, Pa ris , 
www.fa t f- ga fi.org/ p ub lica t ions / d ocum e nt s / e ffe c t ive ne s s - com p liance - s t and a rd s .h t m l  

 

Th is  b rie f focus e s  on ly on  t he  firs t  p oin t : m aking t he  s t and a rd  good  from  
t he  ou t s e t . Ot he rwis e , no m a t t e r how m a ny re s ource s  a re  a lloca t e d , 
re s u lt s  will b e  in s u ffic ie n t . The  Tax J us t ice  Ne t work ha s  p ub lis he d  a  
Road m ap  t o  e ffe c t ive  b e ne fic ia l owne rs h ip  t rans p a re ncy (REBOT) t ha t  
p rop os e s  wha t  a  b e ne fic ia l owne rs h ip  fram e work s hou ld  look like . So fa r, 
t ha t  road m ap  re m a ins  t he  m os t  com p re he ns ive  gu id ance  ava ilab le  t o  
coun t rie s  in  in t rod uc ing an  ap p rop ria t e  b e ne fic ia l owne rs h ip  fra m e work.  

Th is  b rie f e xp la ins  t he  ways  in  which  t he  cu rre n t  s t and a rd s  a re  re nd e re d  
ine ffe c t ive  b y t he ir s hort com ings  and  how t o im p rove  t he m  t o  m ake  t he m  
e ffe c t ive . It  is  s t ruc t u re d  a long t he  following line s : 

• The  im p ort ance  of b e ne fic ia l owne rs h ip  com p are d  t o  le ga l 
owne rs h ip  in form a t ion , d e s c rib ing wha t  b e ne fic ia l owne rs h ip  offe rs  
and  wha t  it  d oe s  not .  

• The  curre n t  s t and a rd s  s u ffe r from  t h re e  ills  re la t e d  t o  t h re s hold s : 
t he  goa l t o  s ave  cos t s , wis h fu l t h inking a nd  t he  s m a ll d a t a  
ap p roach .  

• Re s p ond ing t o  t he  p rivacy and  d a t a  p rot e c t ion  a rgum e nt s  a ga ins t  a  
no- t h re s hold  ap p roach .  

http://www.fatf-gafi.org/publications/documents/effectiveness-compliance-standards.html
https://taxjustice.net/2023/02/07/roadmap-to-effective-beneficial-ownership-transparency-rebot/
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• Prop os ing wha t  t he  “righ t ” ap p roach  t o  a  b e ne fic ia l owne rs h ip  
fram e work looks  like  and  how it  com p are s  t o  t he  cu rre n t  s t and a rd  
in  p rac t ice .  

• Exp la in ing why a  b e ne fic ia l owne rs h ip  d e fin it ion  wit hou t  t h re s hold s  
d oe s  not  ad d  cos t s  com p are d  t o  t he  cu rre n t  s t and a rd .  

• Prop os ing a  way forward  in  t e rm s  of t he  fra m e work and  
op e ra t iona l cons id e ra t ions . 

Som e  a rgue  t ha t  b e fore  im p roving t he  s t and a rd  (t he  focus  of t h is  b rie f), 
re s ource s  or ad vocacy s hou ld  focus  on  com p liance  and  e nforce m e nt  of 
cu rre n t  we ak s t and a rd s . We  d is agre e . While  e ffort s  t o  ince n t ivis e  
coun t rie s  t o  com p ly wit h  cu rre n t  s t and a rd s  a re  we lcom e , for ins t ance  
t h rough  s a nc t ions  a nd  t ax have n  lis t s , t he re  is  a  ne e d  t o  concu rre n t ly fix 
or a t  le a s t  im p rove  s t and a rd s . Ot he rwis e , it  wou ld  b e  like  b u ild ing a  
hous e  on  s and y s oil.  
 
Making b e ne fic ia l owne rs h ip  work d oe s  not  re q u ire  ove rcom ing a ny 
t e chn ica l cha lle nge s . It  is  a  p ure ly p olit ica l d e c is ion . 
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2. Understanding what beneficial 
ownership offers (compared to legal 
ownership) and what it doesn’t 

One  cou ld  q ue s t ion  t he  us e fu lne s s  of b e ne fic ia l owne rs h ip  in form a t ion . 
Aft e r a ll, m any financ ia l c rim e s  have  b e e n  s olve d  wit hou t  t he  b e ne fit  of 
b e ne fic ia l owne rs h ip  re gis t rie s . Eve n  wors e , m any coun t rie s  have  
e s t ab lis he d  b e ne fic ia l owne rs h ip  re gis t rie s  ye t  illic it  financ ia l c rim e s  d o 
not  s e e m  t o have  b e e n  curt a ile d . The  ne xt  p a ragrap hs  e xp la in  wha t  we n t  
wrong. 

Be ne fic ia l owne rs h ip  t rans p a re ncy is  in  it s e lf not  a  s olu t ion  aga ins t  illic it  
financ ia l flows  like  corrup t ion , m one y laund e ring or t a x e vas ion , b u t  a  
t ool t o  t a ckle  t he m . In form a t ion  on  t he  re a l ind ivid ua ls  who e ffe c t ive ly 
own, con t rol or b e ne fit  from  com p an ie s , t rus t s  and  o t he r le ga l ve h ic le s  
d oe s  not  s t op  financ ia l c rim e s , b u t  it  he lp s  au t horit ie s  and  ot he r a c t ors  
find  and  p ros e cu t e  t hos e  re s p ons ib le . Tru ly e ffe c t ive  b e ne fic ia l owne rs h ip  
t rans p a re ncy would  a llow inve s t iga t ors  t o  s p e e d ily re ve a l ongoing 
s che m e s  a nd  d e t e c t  t hos e  in  t he  p re p a ra t ory s t age s , s o  t ha t  fina nc ia l 
c rim e s  cou ld  b e  t a ckle d . Th is  cou ld  a ls o  d is courage  o t he rs  from  e ve n  
t rying. In  o t he r word s , e ffe c t ive  b e ne fic ia l owne rs h ip  t rans p a re ncy is  p a rt  
of t he  s olu t ion  b e caus e  it  give s  au t horit ie s  and  ot he r a c t ors  a ll t he  
in form a t ion  t he y ne e d  a t  t he  p re c is e  m om e nt  t he y ne e d  it  for t he m  t o  
us e  it  ap p rop ria t e ly.  

Anyt h ing le s s  t han  “e ffe c t ive ” b e ne fic ia l owne rs h ip  t ra ns p a re ncy (s uch  a s  
re gis t e ring on ly b e ne fic ia l owne rs  who p a s s  h igh  t h re s hold s  or ha ving on ly 
in form a t ion  on  le ga l owne rs , ie  s ha re hold e rs ) m e ans  t ha t  au t horit ie s  and  
ot he r s t ake hold e rs  m ay on ly have  s om e  s p urious  d a t a  or not h ing a t  a ll, s o  
t he y ne e d  t o  s p e nd  cons id e rab le  am ount s  of t im e  com p le t ing and  
che cking t he  d a t a , b e fore  b e ing ab le  t o  us e  it . For ins t ance , a s  re p ort e d  in  
t he  UK 20 14  Im p ac t  As s e s s m e nt  on  Enha nce d  Trans p a re ncy of Com p any 
Be ne fic ia l Owne rs h ip 4, inve s t iga t ors  d e s c rib e d  t ha t  (b e fore  t he  UK s e t  up  
a  p ub lic  b e ne fic ia l owne rs h ip  re gis t e r)  “in  ca s e s  whe re  h id d e n  b e ne fic ia l 
owne rs h ip  is  an  is s ue , 30 - 50  p e r ce n t  of an  inve s t iga t ion  can  b e  s p e n t  in  
id e n t ifying t he  b e ne fic ia l owne rs  t h rough  a  cha in  of owne rs h ip  ‘laye rs ’”.  
 
Howe ve r, it  is  not  ju s t  t he  t im e  and  re s ource s  t ha t  e ffe c t ive  b e ne fic ia l 
owne rs h ip  t rans p a re ncy s ave s  whe ne ve r a  com p any is  b e ing inve s t iga t e d . 
The  ke y ad van t age  of e ffe c t ive  be ne fic ia l owne rs h ip  t rans p a re ncy is  t ha t  
it  is  com p le t e  and  re cord e d  b e fore  it  is  ne ce s s a ry -  b e fore  an  
inve s t iga t ion  is  e ve n  launche d . Th is  way, au t horit ie s  can  s t a rt  runn ing 
che cks  t o  d e t e c t  re d - flags  on  s e e m ingly le git im a t e  com p an ie s . While  
runn ing t he s e  che cks  and  ve rifica t ions , if a  com p any is  found  t o  b e  
incom p lian t  wit h  b e ne fic ia l owne rs h ip  re q u ire m e nt s  (e g b e caus e  t he re  is  
any m is s ing or inaccura t e  in form a t ion), au t horit ie s  cou ld  t ake  ap p rop ria t e  

 
 

4 https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/434546/bis-15-
320-enhanced-transparency-of-company-beneficial-ownership-enactment-impact-assessment.pdf  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/434546/bis-15-320-enhanced-transparency-of-company-beneficial-ownership-enactment-impact-assessment.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/434546/bis-15-320-enhanced-transparency-of-company-beneficial-ownership-enactment-impact-assessment.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/434546/bis-15-320-enhanced-transparency-of-company-beneficial-ownership-enactment-impact-assessment.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/434546/bis-15-320-enhanced-transparency-of-company-beneficial-ownership-enactment-impact-assessment.pdf
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a c t ions  b e fore  t he  com p any e ngage s  in  c rim ina l a c t ivit ie s , b y s t riking t he  
com p any off t he  re gis t e r or s u s p e nd ing it s  t ax id e n t ifica t ion  num b e r.  

By con t ra s t , if b e ne fic ia l owne rs h ip  in form a t ion  is  incom p le t e  or is  
ga t he re d  on ly whe n  it  is  ne e d e d , it  m a y b e  ne a r im p os s ib le  t o  d e t e rm ine  
who t he  b e ne fic ia l owne rs  a re . For ins t ance , it  m ay firs t  d e p e nd  on  
ob t a in ing in form a t ion  on  in t e rm e d ia ry com p an ie s  t ha t  m a y have  b e e n  
d e re gis t e re d  or change d  t he ir ad d re s s , or on  nom ine e  s ha re hold e rs  who 
cou ld  have  m ove d  ab road . The  old e r a  p ap e r t ra il is , t he  cold e r it  is .  

The  q ue s t ion  p olicym ake rs  s hou ld  a s k t he m s e lve s  whe n  s e t t ing up  a  
b e ne fic ia l owne rs h ip  fram e work is : s hou ld  com p e t e n t  au t horit ie s  and  
ot he r s t ake hold e rs  have  re ad y acce s s  t o  t he  com p le t e  b e ne fic ia l 
owne rs h ip  d a t a  t he y ne e d  t o  d o  t he ir job s , or s hou ld  t he y have  b it s  and  
p ie ce s  and  t ry t o  figu re  it  ou t  t he m s e lve s  a ft e r t h ings  have  gone  b ad ? 
Unfort una t e ly, m os t  coun t rie s  t od ay a re  d e lib e ra t e ly or inad ve rt e n t ly 
choos ing t he  la t t e r. 

Be ne fic ia l owne rs h ip  t rans p a re ncy can  b e  com p are d  t o  a  Swis s  a rm y 
kn ife : re ad y t o  s e rve  m any d iffe re n t  p urp os e s  and  ge t  you  ou t  of t roub le . 
Bu t  it  is  not  a s  u s e fu l if t he  p ie ce s  of t he  Swis s  a rm y kn ife  a re  lying 
s ca t t e re d  a round  a  fore s t , and  you  ne e d  t o  find  and  d ig t he m  up  firs t  –  it  
b e a t s  t he  p oin t  of a  Swis s  a rm y kn ife  a lt oge t he r. 

Th is  is  t he  s it ua t ion  au t horit ie s  find  t he m s e lve s  in  whe n  le ga l owne rs h ip  
re gis t rie s  a re  in  p lace  b u t  not  b e ne fic ia l owne rs h ip  re gis t rie s . To 
d e t e rm ine  t he  b e ne fic ia l owne r in  s om e  ca s e s , p a rt icu la rly m ore  d ub ious  
one s , re q u ire s  following an  owne rs h ip  cha in  t ha t  s p a ns  m u lt ip le  
coun t rie s , wh ich  m e ans  s e a rch ing for le ga l owne rs h ip  d a t a  in  s e ve ra l 
coun t rie s ’ com m e rc ia l re gis t e rs . The  d a t a  and  t ools  an  au t horit y ne e d s  
m ay (a lt hough  not  a lways ) b e  ou t  t he re , s ca t t e re d  a round  t he  world . The  
au t horit y’s  s t a ff will ne e d  t o  p u t  t im e  in t o  find ing t ha t  d a t a , oft e n  wit hou t  
knowing whe re  and  how m uch  of it  is  s ca t t e re d  ab ou t . In  com p aris on , 
having an  e ffe c t ive  b e ne fic ia l owne rs h ip  re gis t e r in  p la ce  would  m ake  a ll 
t hos e  p ie ce s  re ad y a t  hand . 
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3. Thresholds – a common fallacy of 
beneficial ownership frameworks 

 

Cons id e r a  ca s e  whe re  p olicym a ke rs  wan t  t o  e s t ab lis h  a  b e ne fic ia l 
owne rs h ip  re gis t e r t ha t  s ave s  t im e  and  re s ource s  for au t horit ie s . By 
having t he  d a t a  in  ad vance , it  can  e ns ure  t ha t  no  in form a t ion  is  m is s ing 
whe n  it  e ve n t ua lly is  ne e d e d .  

Be ne fic ia l owne rs h ip  t rans p a re ncy s hou ld  m ake  re ad ily ava ilab le  t o  
au t horit ie s  and  ot he r s t ake hold e rs  t he  id e n t it y of a ll t he  ind ivid ua ls  who 
a re  or m ay b e  involve d  in , b e ne fit t ing from  or re s p ons ib le  for a  le ga l 
ve h ic le , a s  we ll a s  s u ffic ie n t  d a t a  t o  confirm  t he ir d e t a ils  in  ad vance . 
Ins t e ad , m os t  b e ne fic ia l owne rs h ip  fram e works  s u ffe r from  t he  ou t s e t  
from  t he  ab s e nce  of c ruc ia l e le m e nt s  b e caus e  t he y ins e rt  t h re s hold s  in  
t he  b e ne fic ia l owne rs h ip  d e fin it ion . The  ke y e xcus e s  m os t  oft e n  m ad e  for 
t he s e  fa lla c ie s  can  b e  group e d  in  t h re e  ca t e gorie s : 

• Saving cos t s  
• Wis hfu l t h inking 
• The  “s m a ll d a t a” ap p roach  

Mos t  of t he s e  flawe d  ap p roache s  s t e m  from  t he  Fina nc ia l Ac t ion  Tas k 
Force  (FATF) re com m e nd a t ions 5 t o  d e t e rm ine  who a  b e ne fic ia l owne r is , 
wh ich  re fe re nce  any ind ivid ua l wit h  a  con t rolling owne rs h ip  of m ore  t han  
25 p e r ce n t  of t he  s ha re s , or who ot he rwis e  ha s  con t rol via  ot he r m e ans . 
If no  one  m e e t s  t he s e  c rit e ria , b e ne fic ia l owne rs h ip  is  a t t rib u t e d  t o  a  
s e n ior m anage r. 

3.1 Excuse #1 for thresholds: Saving costs 

The  goa l of s aving cos t s  u s ua lly ap p lie s  t o  b e ne fic ia l owne rs h ip  
fram e works  d e s igne d  b y lawm ake rs , ra t he r t han  au t horit ie s  (e g t he  t ax 
ad m in is t ra t ion , p ros e cu t ors , t he  financ ia l in t e llige nce  un it , e t c ) who 
ac t ua lly und e rs t and  t he  cha lle nge s  a nd  who u lt im a t e ly ne e d  t o  us e  
b e ne fic ia l owne rs h ip  d a t a . Lawm ake rs , on  t he  ot he r hand , a re  p e rhap s  
s waye d  m ore  b y lob b ying b y t he  p riva t e  s e c t or ab ou t  t he  cos t  of 
im p le m e nt a t ion  or t igh t  gove rnm e nt  b ud ge t s . In  e s s e nce , b e caus e  
in form a t ion  on  e ve ry ind ivid ua l s hou ld  a t  s om e  p oin t  b e  ve rifie d , t he  
fe we r ind ivid ua ls  who a re  re gis t e re d  a s  b e ne fic ia l owne rs , t he  lowe r t he  
cos t  for t he  p riva t e  s e c t or and  for re gis t ra t ion  au t horit ie s . The  s am e  
ap p lie s  t o  le ga l ve h ic le s  e xe m p t e d  from  t he  s cop e  of b e ne fic ia l 
owne rs h ip  re gis t ra t ion . The  m ore  t yp e s  of le ga l ve h ic le s  t ha t  a re  e xc lud e d  
from  re gis t ra t ion , t he  fe we r b e ne fic ia l owne rs  have  t o  b e  re gis t e re d .  

 
 

5 Financial Action Task Force, International Standards on Combating Money Laundering and the Financing of Terrorism & 
Proliferation. The FATF Recommendations (2012 - Updated 2022) (Paris, March 2022) <https://www.fatf-
gafi.org/media/fatf/documents/recommendations/pdfs/FATF%20Recommendations%202012.pdf> [accessed 15 April 
2022]. 

https://www.fatf-gafi.org/content/dam/recommandations/FATF%20Recommendations%202012.pdf.coredownload.inline.pdf
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Th is  is  of cours e  a  ve ry na rrow vie w of cos t s , b e caus e  it  fa ils  t o  t ake  in t o  
accoun t  t he  ine vit ab le  long t e rm  cos t s  of a  we ak re gu la t ory fram e work. 
While  t rying t o  b a lance  e ve ryone ’s  ne e d s  and  conce rns , lawm ake rs  
e s t ab lis h  ru le s  t ha t  m ay b e  e a s y t o  follow and  im p le m e nt , e ve n  t hough  
t h is  a ffe c t s  t he  us e fu lne s s  of t he  d a t a  t ha t  e nd s  up  ge t t ing re gis t e re d . 

The  b e s t  e xam p le  of t h is  im b a lance  b e t we e n  s aving cos t s  and  
e ffe c t ive ne s s  re fe rs  t o  t he  firs t  t e s t  of t he  b e ne fic ia l owne rs h ip  d e fin it ion  
(which  d e t e rm ine s  who is  t o  b e  cons id e re d  a  b e ne fic ia l owne r). Re q u iring 
t he  id e n t ifica t ion  of ‘any ind ivid ua l wit h  m ore  t han  25 p e r ce n t  of t he  
s ha re s  or vot ing righ t s ’ is  ve ry s t ra igh t forward  and  e a s y t o  im p le m e nt : a  
b ank ne e d  on ly a s k for t he  lis t  of s ha re hold e rs  and  che ck who has  m ore  
t han  25 p e r ce n t . The  p rob le m  is  t ha t  avoid ing t h is  re q u ire m e nt  is  e ve n  
s im p le r. Eve n  a  5 p e r ce n t  t h re s hold  ha s  b e e n  c ircum ve n t e d  in  m any 
m one y laund e ring ca s e s  (t h is  is  d is cus s e d  m ore  in  t he  s e c t ion  on  
t h re s hold s  b e low).  

The  e ve n  b igge r p rob le m  is  t ha t  in form a t ion  on  who owns  m ore  t han  25 
p e r ce n t  d oe s  not  ne ce s s a rily give  au t horit ie s  t he  in form a t ion  t he y ne e d , 
e ve n  if no one  is  t rying t o  avoid  t he  t h re s hold . Som e one  cou ld  b e  
con t rolling t he  e n t it y, or b e ne fit t ing from  it s  ille ga l incom e  or a s s e t s  e ve n  
wit hou t  any owne rs h ip  a s  e xp la ine d  in  a  p ap e r on  ca s e s  of con t rol 
un re la t e d  t o  owne rs h ip 6. Eit he r way, if an  ind ivid ua l was  a lre ad y found  t o  
hold  m ore  t han  25 p e r ce n t , t he  Financ ia l Ac t ion  Tas k Force  
re com m e nd a t ions  d o not  re q u ire  anyone  e ls e  t o  b e  id e n t ifie d . 

3.1.1 The  p rob le m  of t h re s hold s  in  t he  b e ne fic ia l owne rs h ip  d e fin it ion  a t  a  
b a s ic  le ve l 

Eve n  t hos e  wit h  ju s t  a  ve ry b a s ic  knowle d ge  of b e ne fic ia l owne rs h ip  
t rans p a re ncy a re  p rob ab ly fam ilia r wit h  t he  m a in  a rgum e nt . In  a  com p any 
wit h  four e q ua l s ha re hold e rs , whe re  e ach  of t he m  hold s  “ju s t ” 25 p e r 
ce n t  of t he  s ha re s , no  one  p a s s e s  t he  t h re s hold . Alt hough  a  h igh  
t h re s hold  is  wors e  t han  a  low t h re s hold , any t h re s hold  can  b e  
c ircum ve n t e d . For ins t ance , Al J aze e ra  p ub lis he d  an  inve s t iga t ion 7 in t o  an  
e nab le r who p rop os e d  a  s t ruc t u re  wit h  a t  le a s t  21 com p an ie s , 
in t e n t iona lly s t ruc t u re d  t o  avoid  t he  5 p e r ce n t  t h re s hold  of re p ort ing 
t ha t  ap p lie d  in  t ha t  ca s e . The  s am e  s t ra t e gy wa s  u s e d  in  t he  Mold ovan  
Laund rom a t , a s  re p ort e d  b y Kroll8, whe re  s ha re hold ing was  d ivid e d  
b e t we e n  4 .5 and  4 .99  p e r ce n t  s o t ha t  no  one  p a s s e d  t he  5 p e r ce n t  
t h re s hold . By t he  s am e  t oke n , if t he  t h re s hold  we re  s e t  a t  1 p e r ce n t , one  
would  s im p ly ne e d  t o  c re a t e  101 com p an ie s , and  s o on . 

 
 

6 Knobel, Andres, ‘Beneficial Ownership Definitions: Determining “Control” Unrelated to Ownership’, 2020 
<https://taxjustice.net/wp-content/uploads/2020/11/Beneficial-ownership-definitions-loopholes-regarding-control-
unrelated-to-ownership-final.pdf> [accessed 18 April 2023]. 
7 https://mobile.twitter.com/AJEnglish/status/1425023828124749825?s=19  
8 Kroll, Project Tenor II. Summary Report Prepared for the National Bank of Moldova, 2017 
<https://bnm.md/files/Kroll_%20Summary%20Report.pdf> [accessed 14 September 2022]. 

https://taxjustice.net/2020/07/23/beneficial-ownership-definitions-determining-control-unrelated-to-ownership/
https://taxjustice.net/2020/07/23/beneficial-ownership-definitions-determining-control-unrelated-to-ownership/
https://mobile.twitter.com/AJEnglish/status/1425023828124749825?s=19
https://bnm.md/files/Kroll_%20Summary%20Report.pdf
https://mobile.twitter.com/AJEnglish/status/1425023828124749825?s=19
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3.1.2 The  p rob le m  a t  an  in t e rm e d ia t e  le ve l: com p le x s t ruc t u re s  and  
ind ire c t  con t rol 

As  a lre ad y wa rne d  in  2019  in  our b log p os t  on  m ore  b e ne fic ia l owne rs h ip  
loop hole s  t o  p lug9, t h re s hold s  m ay c re a t e  s e c re cy b y a llowing ind ivid ua ls  
t o  e s cap e  re p ort ing. For ins t ance , cons id e r a  c ircu la r owne rs h ip  s t ruc t u re  
whe re  Com p any A is  wholly owne d  b y Com p any B, which  in  t u rn  is  owne d  
98  p e r ce n t  b y Com p any A and  2 p e r ce n t  b y “J ohn”. J ohn  m ay e s cap e  
b e ing id e n t ifie d  a s  a  b e ne fic ia l owne r (a s  he  d oe s  not  p a s s  t he  25 p e r 
ce n t  t h re s hold ), d e s p it e  b e ing t he  on ly ind ivid ua l involve d  in  t he  
s t ruc t u re .  

Anot he r ca s e  d e s c rib e d  b y our p ap e r on  com p le x owne rs h ip  s t ruc t u re s 10 
re fe rs  t o  t he  com b ina t ion  of com p an ie s  and  t rus t s . Bas e d  on  t he  
Financ ia l Ac t ion  Tas k Force  re com m e nd a t ions , m os t  coun t rie s  d o not  
ap p ly t h re s hold s  in  t he  b e ne fic ia l owne rs h ip  d e fin it ion  of t rus t s , re q u iring 
e ve ry na t u ra l p e rs on  b e ing a  p a rt y t o  t he  t rus t  t o  b e  re gis t e re d , e ve n  if 
t he y have  a s  lit t le  a s  one  p e r ce n t  of righ t s  t o  t he  t ru s t  a s s e t s  or incom e . 
Howe ve r, if one  of t he  p a rt ie s  t o  t he  t rus t , s ay t he  t ru s t e e , is  a  com p any 
(ie  a  “corp ora t e  t rus t e e ”), t h re s hold s  a re  ad d e d  in  p rac t ice . In  t h is  ca s e , if 
none  of t he  s ha re hold e rs  of t he  corp ora t e  t rus t e e  have  m ore  t han  25 p e r 
ce n t  of t he  s ha re s , none  of t he m  will ne e d  t o  b e  id e n t ifie d  a s  b e ne fic ia l 
owne rs  of t he  t rus t . Th is  is  p re c is e ly wha t  hap p e ne d  accord ing t o  a  BBC 
a rt ic le 11 on  s anc t ion  c ircum ve n t ion . In  t h is  c a s e , howe ve r, it  re fe rre d  t o  
t he  counc il m e m b e rs  (s im ila r t o  t rus t e e s ) of a  p riva t e  in t e re s t  found a t ion , 
t ha t  have  ve ry s im ila r s t ruc t u re s  and  func t ions  a s  t ru s t s : “The  owne rs h ip  
of Bin ia t t a  cou ld  b e  s t ruc t u re d  us ing a  Se yche lle s  found a t ion  wit h  five  
nom ine e  counc illors  ‘s o a s  t o  not  d e c la re  a  con t rolling p e rs on’. Th is  
wou ld  give  t he  ap p e a rance  t ha t  no one  p e rs on  had  con t rol ove r 25% of 
t he  com p a ny, t he  t h re s hold  und e r UK law for t he  re q u ire m e nt  t o  nam e  a  
p e rs on  of s ign ifican t  con t rol.” 

3.1.3 The  p rob le m  a t  an  ad vance d  le ve l: p ro t e c t e d  ce ll com p an ie s , s e rie s  
LLCs  and  s ub - fund s  

Se c re cy ju ris d ic t ions  t e nd  t o  offe r s op h is t ica t e d  t yp e s  of le ga l ve h ic le s  
t ha t  a re  s om e wha t  un iq ue  and  t yp ica lly not  ava ilab le  in  m any coun t rie s  
(for ins t ance  p rot e c t e d  ce ll com p an ie s , s e rie s  lim it e d  liab ilit y com p an ie s  
and  s ub - fund s  of inve s t m e n t  fund s .) As  t he  ne xt  figu re  illu s t ra t e s , t he s e  
t yp e s  of le ga l ve h ic le s  have  in  com m on t ha t  t he y inc lud e  one  core  e n t it y 
(t he  “m ot he r” or “um b re lla ” e n t it y) and  t he n  m any ce lls , s ub - lim it e d  
liab ilit y com p an ie s  (s e rie s ) or s ub - fund s  which  m os t  like ly d o not  have  

 
 

9 Andres Knobel, ‘More Beneficial Ownership Loopholes to Plug: Circular Ownership, Control with Little Ownership and 
Companies as Parties to the Trust’, 2019 <https://taxjustice.net/2019/09/06/more-beneficial-ownership-loopholes-to-
plug-circular-ownership-control-with-little-ownership-and-companies-as-parties-to-the-trust/> [accessed 9 November 
2022]. 
10 Andres Knobel, Complex Ownership Structures: Addressing the Risks for Beneficial Ownership Transparency, February 
2022 <https://taxjustice.net/wp-content/uploads/2022/02/Complex-ownership-chains-Reduced-Andres-Knobel-MB-
AK.pdf> [accessed 9 November 2022]. 
11 https://www.bbc.com/news/uk-67276289 

https://taxjustice.net/2019/09/06/more-beneficial-ownership-loopholes-to-plug-circular-ownership-control-with-little-ownership-and-companies-as-parties-to-the-trust/
https://taxjustice.net/2019/09/06/more-beneficial-ownership-loopholes-to-plug-circular-ownership-control-with-little-ownership-and-companies-as-parties-to-the-trust/
https://taxjustice.net/wp-content/uploads/2022/02/Complex-ownership-chains-Reduced-Andres-Knobel-MB-AK.pdf
https://www.bbc.com/news/uk-67276289
https://www.bbc.com/news/uk-67276289
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s e p a ra t e  le ga l p e rs ona lit y, b u t  m ay s t ill have  t he ir own  a s s e t s , 
m anage m e nt  and  owne rs , wh ich  a re  d iffe re n t  for e ach  s ub - e n t it y. In  
ot he r word s , un like  a  group  of d iffe re n t  com p an ie s , a  core  e n t it y and  it s  
s ub - ce lls  a re  p a rt  of t he  s a m e  e n t it y. 

The  m a in  re a s on  why t he s e  s t ruc t u re s  a re  p rom ot e d  re la t e s  t o  a s s e t  
p rot e c t ion , lim it e d  lia b ilit y, and  fle xib ilit y, a llowing ce lls  or s e rie s  t o  
is ola t e  ris ks  and  a s s e t s  from  e a ch  ot he r. Sup p os e  “PCC A” had  t wo ce lls , 
one  runn ing a  re a l e s t a t e  b us ine s s  and  t he  ot he r a  re s t au ran t . If t he  
re s t au ran t  had  d e b t s  or liab ilit ie s , t he s e  s hou ld  not  a ffe c t  t he  re a l e s t a t e  
b us ine s s , b e caus e  it s  a s s e t s  a re  he ld  in  a  d iffe re n t  ce ll. 

At  t he  s am e  t im e , t he s e  le ga l ve h ic le s  cou ld  avoid  b e ne fic ia l owne rs h ip  
t rans p a re ncy. For in s t ance , an  oliga rch  t rying t o  e s cap e  s anc t ions  cou ld  
own ju s t  one  ce ll wit h in  a  p rot e c t e d  ce ll com p any. Through  t h is  s ub - ce ll, 
t he  oliga rch  would  hold  hous e s , a  yach t , a rt , e t c . Give n  t ha t  it  is  a  
s e gre ga t e d  ce ll, t he  oliga rch’s  a s s e t s  wou ld  b e  s e cure d , re ga rd le s s  of t he  
fa t e , a s s e t s , liab ilit ie s  or owne rs  of any of t he  ot he r c e lls . If t he  p rot e c t e d  
ce ll com p any is  la rge  e nough , e g it  ha s  5 e q ua l s ub - ce lls , t he  oliga rch  
would  have  100  p e r c e n t  of owne rs h ip  and  righ t s  ove r one  s p e c ific  s ub -
ce ll, b u t  on ly 20  p e r ce n t  of t he  s ha re s  whe n  cons id e ring t he  um b re lla  
ve h ic le  t oge t he r (t he  core  p rot e c t e d  ce ll com p any). Wit hou t  m ore  t han  
“25 p e r ce n t  of owne rs h ip ”, t he  oliga rch  m igh t  b e  ab le  t o  le ga lly avoid  
b e ing re p ort e d  a s  a  b e ne fic ia l owne r, wh ile  s t ill e n joying fu ll owne rs h ip  
and  p rot e c t ion  ove r t he  ce ll’s  a s s e t s . (In  con t ra s t , if e ach  ce ll we re  a  
s e p a ra t e  com p any, e ach  of t he m  would  ne e d  t o  re p ort  t he ir b e ne fic ia l 
owne rs , ie  t he  oliga rch). One  p a rt ia l s olu t ion  t o  t he  s e c re cy of p rot e c t e d  
ce ll com p an ie s , wou ld  b e  t o  cons id e r any ind ivid ua l who p as s e s  t he  
t h re s hold  in  re la t ion  t o  one  ce ll t o  b e  cons id e re d  a s  a  b e ne fic ia l owne r of 
t he  whole  e n t it y. 

Figure  3. Prot e c t ion  and  s e c re cy wit h  a  p rot e c t e d  ce ll com p any 

 

3.2 Excuse #2 for thresholds: The wishful thinking of “control via 
other means” 

The  s e cond  t e s t  in  m os t  b e ne fic ia l owne rs h ip  d e fin it ions  re fe rs  t o  
id e n t ifying t hos e  wit h  “con t rol via  ot he r m e ans ”. Alt hough  it  is  im p ort an t  
t o  find  t hos e  who e xe rc is e  con t rol via  ot he r m e ans , t he re  a re  m any 
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cha lle nge s  wit h  t h is  s e cond  t e s t . The  firs t  p rob le m  of t h is  “con t rol via  
ot he r m e a ns ” t e s t  is  t ha t , b a s e d  on  t he  Financ ia l Ac t ion  Tas k Force  
re com m e nd a t ions , it  on ly ap p lie s  if no one  p a s s e d  t he  firs t  t e s t  (t he  25 
p e r ce n t  owne rs h ip  t h re s hold ). Th is  m e ans  t ha t  if s om e one  hold s , s a y, 30  
p e r ce n t  of t he  s ha re s  and  anot he r p e rs on  e xe rc is e s  in flue nce  wit hou t  
owning any s ha re s , b a s e d  on  t he  firs t  t e s t  on ly t he  firs t  ind ivid ua l will b e  
id e n t ifie d  a s  a  b e ne fic ia l owne r 12. A wors e  p rob le m , howe ve r, is  t ha t  e ve n  
if t he  s e cond  t e s t  is  a p p lie d , it  can  b e  ve ry ha rd  t o  find  s om e one  wit h  
con t rol via  ot he r m e a ns  in  p rac t ice .  

The  fac t  t ha t  it  m igh t  b e  d ifficu lt  t o  find  s om e one  wit h  con t rol via  ot he r 
m e ans  d oe s n’t  m e an  t ha t  t h is  t e s t  s hou ld  b e  t h rown  ou t  a lt oge t he r. It  
offe rs  a  “b e lt  and  b race s ” t yp e  of a s s u rance . Bu t   t he  t e s t  of “con t rol via  
ot he r m e a ns ” on  it s  own  is  not  s u ffic ie n t  t o  find  t hos e  b e ne fic ia l owne rs  
who c ircum ve n t  t he  owne rs h ip  t h re s hold  (e g t hos e  who ha ve  owne rs h ip  
in t e re s t s  s ligh t ly b e low t he  t h re s hold ). As  an  ana logy, one  cou ld  t h ink of 
a s s e t  d e c la ra t ions  b y m e m b e rs  of p a rliam e n t . It  is  im p ort an t  t o  a s k for 
t h is  in form a t ion , b u t  if t he re  is  no m e ans  t o  ve rify or e n force  t h is  
m e as ure , it  is  not  an  e ffe c t ive  way t o  com b a t  corrup t ion  (m os t  m e m b e rs  
of p a rliam e n t  cou ld  s im p ly not  t e ll t he  t ru t h ). By t he  s am e  t oke n , it  is  
im p ort an t  t o  a s k for t hos e  wit h  con t rol via  ot he r m e a ns , b u t  it  is  not  a n  
e ffe c t ive  way on  it s  own  of find ing b e ne fic ia l owne rs  who c ircum ve n t  t he  
owne rs h ip  t h re s hold s . 

Id e n t ifying t hos e  wit h  con t rol via  ot he r m e a ns  would  re q u ire  a  c los e  
fam ilia rit y wit h  a  b us ine s s , knowing who m ake s  t he  d e c is ions , who can  
in flue nce  o t he rs  and  m ake  s e c re t  agre e m e nt s , t hos e  wit h  p owe r of 
a t t orne y, t hos e  who ac t ua lly m anage  fund s  or can  wit hd raw m one y from  
an  e n t it y’s  b ank accoun t , e t c . In s t e ad , m os t  coun t rie s ’ b e ne fic ia l 
owne rs h ip  re gis t rie s  la ck e ve n  b a s ic  ve rifica t ion  m e chan is m s , s o t he  
e xp e c t a t ion  t ha t  a ny re gis t ry s t a ff will have  t he  t im e  or re s ource s  t o  
che ck who has  “con t rol via  ot he r m e ans ”, or “e ffe c t ive  con t rol or 
in flue nce ” in  e ve ry re gis t e re d  com p any is  not h ing s hort  of wis h fu l 
t h inking. In  t he  UK, for ins t ance , t h rough  it s  p ub lic ly a cce s s ib le  b e ne fic ia l 
owne rs h ip  re gis t ry, com p an ie s  have  b e e n  wid e ly ana lys e d  b y c ivil s oc ie t y 
organ is a t ions 13, jou rna lis t s , re s e a rche rs  and  e xp e rt s  s uch  a s  Graham  
Barrow. If UK com p a n ie s  can  b e  c re a t e d  wit h  t he ir ad d re s s  lis t e d  a s  
“Ad olf Toot h  Fa iry Hit le r, 513 Tong St re e t ”14, it  is  ra t he r un like ly t ha t  
au t horit ie s  will b e  ab le  t o  id e n t ify t hos e  b e ne fic ia l owne rs  who e s cap e  
t h re s hold s  b u t  s t ill e xe rc is e  e ffe c t ive  con t rol. 

One  cou ld  a rgue  t ha t  b anks , wh ich  in  s om e  coun t rie s  a re  re q u ire d  t o  
re p ort  d is c re p anc ie s  in  b e ne fic ia l owne rs h ip , wou ld  und e rt ake  m ore  
rigorous  ve rifica t ion  che cks , give n  t ha t  t he y cannot  s im p ly re ly on  t he  

 
 

12 Other countries and regions, eg the EU, have specific examples of “control via other means” and even apply both 
criteria indistinctively. One would have to be identified as a beneficial owner for having control via other means, even if 
others were identified for having more than a threshold of shares. 
13 Global Witness, The Companies We Keep. What he UK’s Open Data Register Actually Tells Us about Company 
Ownership, 2018 <https://www.globalwitness.org/en/campaigns/corruption-and-money-laundering/anonymous-
company-owners/companies-we-keep/#chapter-0/section-0> [accessed 30 November 2018]. 
14 https://find-and-update.company-
information.service.gov.uk/officers/avPhCmagmdyHWLIjE9WW05VpBys/appointments  

https://www.globalwitness.org/en/blog/what-does-uk-beneficial-ownership-data-show-us/
https://www.globalwitness.org/en/blog/what-does-uk-beneficial-ownership-data-show-us/
https://find-and-update.company-information.service.gov.uk/officers/avPhCmagmdyHWLIjE9WW05VpBys/appointments
https://find-and-update.company-information.service.gov.uk/officers/avPhCmagmdyHWLIjE9WW05VpBys/appointments
https://find-and-update.company-information.service.gov.uk/officers/avPhCmagmdyHWLIjE9WW05VpBys/appointments
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d a t a  ava ilab le  in  t he  b e ne fic ia l owne rs h ip  re gis t e r. While  t he  b a nk can  
a ls o che ck vot ing righ t s  and  t he  b ylaws  of t he  com p any t o  che ck if 
anyone  ha s  ve t o righ t s , it  is  un like ly t he y would  d o m uch  m ore . Firs t , it  
m ay b e  ha rd  or im p os s ib le  t o  know of s e c re t  in flue nce s  or s p e c ia l 
p owe rs , un le s s  t he re  is  c los e  con t ac t  wit h  t he  d ay t o  d ay b us ine s s  of t he  
c lie n t . Eve n  t he n  a  b ank m a y d e lib e ra t e ly or ne glige n t ly fa il t o  d is cove r 
ot he r t yp e s  of con t rol, a s  s hown  in , for e xa m p le , t he  2023 re p ort  b y t he  
Se na t e  Finance  Com m it t e e  on  “Cre d it  Su is s e ’s  role  in  US t ax e va s ion  
s che m e s ”.15 It  d e s c rib e d  how t he  p riva t e  b anking d ivis ion  wa s  ab le  t o  h id e  
from  t he  com p liance  d e p a rt m e n t  of t he  s a m e  b ank t he  fac t  t ha t  an  
accoun t  hold e r was  a  US t axp aye r -  d e s p it e  having on  re cord  a  US 
p as s p ort , s t a t us  a s  a  p rofe s s or a t  a  US un ive rs it y and  having t he  US 
not e d  a s  t he ir p lace  of b irt h  on  t he ir ot he r fore ign  p a s s p ort s .  

For t h is  re a s on , a  con t rol via  ot he r m e ans  t e s t  s hou ld  a lways  b e  
ap p licab le  (re ga rd le s s  if anyone  p a s s e d  t he  t h re s hold  t e s t ). To e nforce  
t h is  t e s t , le ga l ve h ic le s  s hou ld  a ls o d is c los e  t he ir con t rac t s  and  
re la t ions h ip s , e s p e c ia lly p owe rs  of a t t orne y, a s  we ll a s  financ ia l 
in s t rum e nt s  t ha t  cou ld  give  p owe r t o  a  t h ird  p a rt y (e g conve rt ib le  s t ock, 
loans , or an  ind ivid ua l who is  t he  on ly s up p lie r of a  com p any, e t c ). It  is  
a ls o im p ort an t  t o  ana lys e  fac t s , s uch  a s  t hos e  who ac t ua lly m anage  t he  
e n t it y’s  b a nk accoun t s . Th is  t e s t  can  b e  com b ine d  wit h  a  no- t h re s hold  
ap p roach , b e caus e  b y having in form a t ion  on  a ll ind ivid ua ls  wit h  a t  le a s t  
one  s ha re  or vot e , au t horit ie s  wou ld  have  m ore  le ad s  for whe re  t o  s t a rt  
inve s t iga t ing.  

The re  is  one  m ore  b e ne fit  t o  ha ving b e ne fic ia l owne rs h ip  fra m e works  t ha t  
cove r b ot h  t hos e  wit h  any in t e re s t  owne rs h ip  (howe ve r s m a ll), and  t hos e  
wit h  con t rol via  ot he r m e ans  (if anyone  is  found ). It  ne ga t e s  t he  
p os s ib ilit y of t he  “s e n ior m anage r e s cap e ” (t he  la s t  t e s t ). The  Financ ia l 
Ac t ion  Tas k Force  a llows  t ha t  whe n  no ind ivid ua l is  id e n t ifie d  b a s e d  on  
t he  firs t  t wo t e s t s , t he n  a  s e n ior m ana ge r can  b e  re gis t e re d  ins t e ad , e ve n  
if t he y a re  a  m e re  nom ine e  d ire c t or. Of cours e , t he  id e n t it y of a  nom ine e  
d ire c t or in  lie u  of a  re a l b e ne fic ia l owne r is  of ve ry lit t le  va lue , and  it  
cou ld  e ve n  confus e  au t horit ie s  and  ot he rs  in t o  b e lie ving t ha t  t he  nom ine e  
d ire c t or is  a  re a l b e ne fic ia l owne r. Ins t e ad , a  no t h re s hold  ap p roach  
would  e ns ure  t ha t  an  ind ivid ua l wou ld  a lways  b e  id e n t ifie d  b a s e d  on  t he  
firs t  t e s t , t hus  m aking t he  s e n ior m ana ge r e s cap e  t e s t  re d und an t . 

3.3 Excuse #3 for thresholds: “small” data is beautiful 

The  la s t  fla w t ha t  ap p lie s  t o  m os t  b e ne fic ia l owne rs h ip  fram e works  is  t o  
t h ink “s m a ll,” in flue nce d  b y (fla we d ) s hort  t e rm  t h inking on  cos t s  for t he  
p riva t e  s e c t or and  t he  gove rnm e nt  (a s  e xp la ine d  in  p oin t  3.1 ab ove ) and  
p e rs ona l d a t a  p rot e c t ion  cons id e ra t ions . Th is  “s m a ll ap p roach” involve s  
having h igh  t h re s hold s , m any e xe m p t ions  and  e xce p t ions , a nd  re q u iring 
fe w d e t a ils  on  e ach  b e ne fic ia l owne r (ra t he r t han  a ll t he  ne ce s s a ry one s , 

 
 

15 Credit Suisse’s Role in U.S. Tax Evasion Schemes (29 March 2023) 
<https://www.finance.senate.gov/imo/media/doc/SFC%20CREDIT%20SUISSE%20REPORT%20FINAL%20Mar%2028.pdf> 
[accessed 18 April 2023]. 

https://www.finance.senate.gov/imo/media/doc/SFC%20CREDIT%20SUISSE%20REPORT%20FINAL%20Mar%2028.pdf
https://www.finance.senate.gov/imo/media/doc/SFC%20CREDIT%20SUISSE%20REPORT%20FINAL%20Mar%2028.pdf
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s uch  a s  p olit ica lly e xp os e d  p e rs on  s t a t us , o t he r t ax re s id e nc ie s , e t c ). Le s s  
d a t a  m e ans  fe we r t ools  for au t horit ie s , a s  e xp la ine d  in  t he  ne xt  
s ub s e c t ion . 

To p u t  t h is  “s m a ll d a t a” ap p roach  in t o  p e rs p e c t ive , m os t  p rofit ab le  
in t e rne t  com p an ie s  colle c t  a s  m uch  d a t a  a s  t he y can  on  u s e rs  a nd  
cons um e rs : t he ir na m e , con t ac t  d e t a ils , e xac t  loca t ion , re la t ions h ip s , 
like s , s e a rche s , p u rchas e s , e t c . The s e  m a jor com p an ie s  s e e  and  c re a t e  
va lue  b a s e d  on  d a t a , and  s e ll it  t o  ot he rs  e it he r for m a rke t ing or for m ore  
ne fa rious  p urp os e s  like  und u ly in flue nc ing e le c t ions . Aga ins t  t h is  “b ig 
d a t a” ap p roach  t ha t  s e e s  t he  va lue  in  t he  d a t a , b e ne fic ia l owne rs h ip  
fram e works  ap p e a r t o  e nd ors e  t he  op p os it e : t he  le s s  d a t a , t he  b e t t e r.  

As  t he  ne xt  chap t e r will d is cus s  in  gre a t e r le ngt h , a  no- t h re s hold  
ap p roach  d oe s  not  ne ce s s a rily in fringe  on  t he  fund a m e nt a l hum an  righ t s  
of p rivacy and  d a t a  p rot e c t ion , e s p e c ia lly whe n  cons id e ring t he  b a lance  of 
righ t s  a nd  t he  t e s t s  of le ga lit y, ne ce s s it y and  p rop ort iona lit y.  
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4. Privacy and data protection 
arguments: for and against "no 
thresholds" 

In  ad d it ion  t o  a rgum e nt s  in  favour of t h re s hold s  in  t he  b e ne fic ia l 
owne rs h ip  d e fin it ion  m e n t ione d  ab ove  (e g t o  s ave  cos t s , m ake  
com p liance  e a s ie r, e t c ), s om e  organ is a t ions  and  ind ivid ua ls  a ls o e nd ors e  
t h re s hold s  b e caus e  t he y b e lie ve  t ha t  a  no- t h re s hold  ap p roach  would  
a ffe c t  righ t s  t o  p rivacy and  d a t a  p rot e c t ion . Am ong ot he rs , a rgum e nt s  
op p os ing a  no- t h re s hold  ap p roach  re fe r t o  t he  la ck of p rop ort iona lit y, 
viola t ion  of c rim ina l la w p rinc ip le s  a s  we ll a s  ris ks  of hacks . The  ne xt  
t ab le  offe rs  a  re s p ons e  t o  t he  m os t  com m on  a rgum e nt s  aga ins t  a  no-
t h re s hold  ap p roach . 

 

Tab le  1. Re s p ons e  t o  t he  m os t  com m on a rgum e nt s  a ga ins t  a  no- t h re s hold  ap p roach  

 

Prop ort iona lit y 
 
Argum e nt  
a ga in s t  a  
no-
t h re s hold  
ap p roach  
  

 
Th is  a rgum e nt  s ugge s t s  t ha t  m e as ure s  m us t  b e  “p rop ort iona t e ” and  t ha t  
re q u iring “a ll” ind ivid ua ls  t o  b e  re gis t e re d  (b e caus e  no t h re s hold s  a re  
ap p lie d ) is  b y d e fin it ion  d is p rop ort iona t e . 
 
 

Argum e nt  
in  favour 
of a  no-
t h re s hold  
ap p roach  

A m e as ure  s hou ld  not  b e  au t om a t ica lly cons id e re d  “d is p rop ort iona t e ” jus t  
b e caus e  it  ap p lie s  t o  “a ll” p e op le  or com p a n ie s  ra t he r t han  t o  s p e c ific  
one s . Colle c t ing in form a t ion  ab ou t  a ll ind ivid ua ls  wit h  a  link t o  a n  e n t it y 
(ra t he r t han  on ly of t hos e  wit h  m ore  t han  25 p e r ce n t  of t he  s ha re s ) is  not  
ne ce s s a rily d is p rop ort iona t e .  
 
The  goa l of b e ne fic ia l owne rs h ip  fram e works  is  t o  t a ckle  illic it  financ ia l 
flows  s uch  a s  corrup t ion , m one y laund e ring, t he  financ ing of t e rroris m , t ax 
e vas ion , s anc t ion  e va s ion , e t c . Colle c t ing b e ne fic ia l owne rs h ip  in form a t ion  
for a ll owne rs  re ga rd le s s  of t he  va lue  of t he ir s ha re s  d oe s  not  im p os e  a  
b urd e n  on  an  ind ivid ua l t ha t  is  e xce s s ive  in  re la t ion  t o  t he  ob je c t ive  s ough t  
t o  b e  ach ie ve d . In  fac t , a  no- t h re s hold  ap p roach  a lre ad y ap p lie s  in  t he  ca s e  
of le ga l owne rs  of com p an ie s  (a ll p e rs ons  m us t  d is c los e  t he ir d ire c t  
s ha re hold ings  t o  a  com m e rc ia l re gis t e r) and  t o  b e ne fic ia l owne rs  of t rus t s  
(a ll p a rt ie s  t o  t he  t ru s t  m us t  b e  id e n t ifie d  a s  b e ne fic ia l owne rs  re ga rd le s s  
of t he ir in t e re s t  or righ t s  t o  t he  t rus t  a s s e t s  and  incom e ). In  fac t , for m os t  
com p an ie s  wit h  s im p le  s t ruc t u re s  whe re  t he  b e ne fic ia l owne r d ire c t ly 
hold s  t he  s ha re s , b e ne fic ia l owne rs  a re  a lre ad y id e n t ifie d  wit h  a  no 
t h re s hold  ap p roach  –  e g in  t he  UK m ore  t han  80  p e r ce n t  of com p an ie s  
have  s im p le  s t ruc t u re s .  
 
The  on ly one s  who would  b e  a ffe c t e d  b y a  no t h re s hold  ap p roach  a re  t hos e  
who in t e n t iona lly c re a t e  com p le x offs hore  s t ruc t u re s  t o  re m a in  b e low 
t h re s hold s , a s  a  way of avoid ing t rans p a re ncy of t he ir financ ia l a ffa irs . 
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In  ad d it ion , m os t  ad m in is t ra t ive  p roce s s e s  involve  an  “a ll” ap p roach . In  
m any coun t rie s , a ll ind ivid ua ls  m us t  ob t a in  a  na t iona l ID, which  m ay 
inc lud e  p rovid ing t he ir d a t e  of b irt h , ad d re s s , s igna t u re  and  finge rp rin t s . 
Th is  d oe s  not  m e an  t ha t  a ll ind ivid ua ls  a re  re ga rd e d  a s  p ot e n t ia l c rim ina ls . 
Th is  is  s im p ly in form a t ion  t ha t  t he  s t a t e  ne e d s  t o  fu lfil it s  ob liga t ions , 
inc lud ing t he  p re ve n t ion  of c rim e , e ns uring e conom ic  fa irne s s , p lann ing and  
b ud ge t ing for s oc ia l s e rvice s , id e n t ifying m is s ing p e rs ons , e t c .  

 
In  m any ju ris d ic t ions , a ll t axp aye rs  m us t  file  t ax re t u rns , not  b e caus e  t he y 
a re  a ll cons id e re d  t ax e vad e rs , b u t  b e caus e  it  is  how t ax au t horit ie s  e ns ure  
and  ve rify com p liance . In  ad d it ion , having in form a t ion  on  a ll t axp aye rs , b ot h  
hone s t  and  not , a llows  au t horit ie s  t o  com p are  t he m , t o  find  p a t t e rns  or re d  
flags  t o  e ns ure  a  le ve l p laying fie ld  whe re  e ve ryone  p ays  t he ir fa ir s ha re . All 
cus t om e rs  m us t  p rovid e  a  financ ia l in s t it u t ion  in form a t ion  for t he  
cus t om e r d ue  d ilige nce  p roce d ure s , not  b e caus e  t he y a re  would - b e  m one y 
laund e re rs  b u t  in  ord e r t o  ap p ly p rop e r che cks .  

 
A ris k- b as e d  ap p roach  a llows  for ad d it iona l m e as ure s  t o  b e  t ake n , b u t  for 
it  t o  b e  e ffe c t ive  in  d e t e c t ing anom a lie s  and  ou t lie rs  it  d oe s  re q u ire  
ob t a in ing a  m in im um  am ount  of in form a t ion  from  a ll. 
 

  
Ne ce s s it y 

 
Argum e nt  
a ga in s t  a  
no-
t h re s hold  
ap p roach   

 
Th is  a rgum e nt  s ugge s t s  t ha t  a  d e fin it ion  wit hou t  t h re s hold s  d oe s  not  p a s s  
t he  ne ce s s it y t e s t  b e caus e  an  ind ivid ua l wit h  1 p e r ce n t  or le s s  of t he  
s ha re s  would  not  b e  in  con t rol of t he  com p any a nd  would  t hus  not  b e  
re s p ons ib le  for any c rim e s . 
 
 

Argum e nt  
in  favour 
of a  no-
t h re s hold  
ap p roach  

Crim ina ls  e xp loit  loop hole s , e s p e c ia lly t h re s hold s , t o  re m a in  h id d e n  from  
au t horit ie s .  
 
Be ne fic ia l owne rs h ip  t rans p a re ncy is  ab ou t  id e n t ifying t he  re a l owne rs  a nd  
con t rolle rs  of le ga l ve h ic le s  t o  p re ve n t  t he m  from  e ngaging in  illic it  
financ ia l flows  s uch  a s  corrup t ion , m one y laund e ring, t ax e vas ion , e t c . 
Thre s hold s  a re  d e lib e ra t e ly e xp loit e d  b y c rim ina ls  and  t hos e  who wan t  t o  
re m a in  h id d e n  from  a u t horit ie s , und e rm in ing t he  whole  p urp os e  of 
b e ne fic ia l owne rs h ip  t rans p a re ncy. Thre s hold s  a llow ind ivid ua ls  t o  re m a in  
h id d e n , e it he r b y d is t rib u t ing t he ir in t e re s t s  s o  t he y a re  s ligh t ly b e low t he  
t h re s hold , or d ire c t ly b y not  having any owne rs h ip  in t e re s t  b u t  ra t he r 
hold ing con t rol t h rough  a  p owe r of a t t orne y, financ ia l in s t rum e n t s , e t c . As  
vis ua lly illu s t ra t e d  in  a  p ub lica t ion  on  b e ne fic ia l owne rs h ip  and  inve s t m e n t  
fund s 16, a  0 .01 p e r ce n t  in t e re s t  in  Ap p le  wou ld  give  no con t rol wha t s oe ve r 
ove r t he  d e s ign  of t he  iPhone . Howe ve r, t ha t  t iny p e rce n t age  would  b e  
wort h  m ore  t han  200  m illion  d olla rs . Id e n t ifying t he  b e ne fic ia l owne r of 
t ha t  0 .01 p e r ce n t  wou ld  b e  re le van t  t o  d e t e rm ine  whe t he r t axe s  have  b e e n  
p a id  and  m ore  im p ort an t ly how t he  b e ne fic ia l owne r a fford e d  t ha t  in t e re s t  
t o  b e gin  wit h , t o  d is p os e  of ca s e s  of corrup t ion  or m one y laund e ring. 
 
A no- t h re s hold  ap p roach  is  t he  on ly way t o  e ns ure  a ll re le van t  ind ivid ua ls  
a re  cove re d , no m a t t e r t he ir c ircum ve n t ion  a t t e m p t s . 

 
 

16 Knobel, Beneficial Ownership in the Investment Industry. A Strategy to Roll Back Anonymous Capital. 

https://www.taxjustice.net/wp-content/uploads/2019/10/The-transparency-risks-of-investment-entities-working-paper-Tax-Justice-Network-Oct-2019.pdf
https://www.taxjustice.net/wp-content/uploads/2019/10/The-transparency-risks-of-investment-entities-working-paper-Tax-Justice-Network-Oct-2019.pdf
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Pre s um p t ion  of innoce nce  
 
Argum e nt  
a ga in s t  a  
no-
t h re s hold  
ap p roach   

 
An  a rgum e nt  is  s om e t im e s  m ad e  t ha t  t he  p re ve n t ive  colle c t ion  of d a t a  and  
p a t t e rn - find ing viola t e  c rim ina l law p rinc ip le s . Th is  a rgum e nt  s ugge s t s  t ha t  
colle c t ion  of in form a t ion  on  ind ivid ua ls  re la t e d  t o  an  e n t it y viola t e s  t he  
p rinc ip le  of innoce nce  b e caus e  t he y a re  a ll t re a t e d  a s  s u s p e c t s . In  ad d it ion , 
looking for p a t t e rns  t o  inve s t iga t e  s p e c ific  ind ivid ua ls  b e fore  s us p ic ions  
e xis t  a re  s a id  t o  viola t e  t he  p rinc ip le  t ha t  “t he  s us p ic ion  le ad s  t o  t he  
inve s t iga t ion” ra t he r t han  t he  ot he r way a round . 
 

Argum e nt  
in  favour 
of a  no-
t h re s hold  
ap p roach  

Crim e  p re ve n t ion  is  ju s t  a s  im p ort an t  a s  it s  p ros e cu t ion . The re  is  no ne e d  
t o  wa it  un t il a  c rim ina l a c t  or wrongd oing hap p e ns  in  ord e r t o  a c t . Crim e  
p re ve n t ion  d oe s  not  a ffe c t  t he  p re s um p t ion  of innoce nce . Mos t  le ga l 
fram e works  p u t  a  lot  of e m p ha s is  on  p re ve n t ion , not  b e caus e  t he y 
cons id e r a ll ind ivid ua ls  t o  b e  fu t u re  c rim ina ls  or vic t im is e rs  b u t  t o  p re ve n t  
t he m  from  b e com ing s uch .  
 
All d rive rs  ne e d  t o  ob t a in  a  lice nce  t o  p rove  t he y know how t o d rive , whe re  
t he ir s igh t  and  he a ring is  a ls o  t e s t e d . Se a t b e lt s  a re  com p uls ory. Drinking 
a lcohol and  t he  u s e  of ce ll p hone s  while  d riving is  p roh ib it e d . Ca rs  have  
lice nce  p la t e s  s o  t he y can  b e  id e n t ifie d . None  of t he s e  ru le s  can  b e  
in t e rp re t e d  a s  a n  in fringe m e nt  on  t he  p re s um p t ion  of innoce nce , e ve n  
t hough  a ll of t h is  in form a t ion  cou ld  b e  re le van t  in  ca s e  of a  ca r a cc id e n t . In  
t he  s a m e  way, ob t a in ing in form a t ion  on  a ll b e ne fic ia l owne rs  re la t e d  t o  an  
e n t it y, che cking t ha t  t he y a re  not  re la t e d  t o  any c rim ina l or t ha t  t he re  
a re n’t  ot he r re d - flags  (s im ila r t o  che cking a  d rive r’s  s igh t  and  he a ring) 
cannot  b e  cons id e re d  an  in fringe m e nt  of t he  p re s um p t ion  of t he ir 
innoce nce , or a s  im p ugn ing t he ir good  fa it h  or hone s t y.  
 
Th is  is  s om e wha t  s im ila r t o  how a irp ort  s e curit y he lp s  t o  p re ve n t  a c t s  of 
t e rroris m , e xce p t  in  t h is  ca s e  b y p re ve n t ing t he  e conom ic  and  hum an  cos t  
of financ ia l c rim e s . Bot h  a irp ort  s e curit y and  b e ne fic ia l owne rs h ip  
t rans p a re ncy ap p ly t o  ind ivid ua ls  who a re  ne it he r vie we d  a s  c rim ina ls  nor 
t e rroris t s . One  of t he  a rgum e nt s  aga ins t  p ub lic  a cce s s  and  colle c t ion  of 
b e ne fic ia l owne rs h ip  in form a t ion  on  a ll ind ivid ua ls  re la t e d  t o  an  e n t it y is  
t ha t  it  a ffe c t s  com p lian t  and  hone s t  c it ize ns  who ha ve  d one  not h ing wrong. 
The  b e s t  coun t e ra rgum e nt  is  t ha t  t he  va s t  m a jorit y of a irp lane  p a s s e nge rs  
a re  not  t e rroris t s , b u t  e ve ryone  is  s t ill re q u ire d  t o  go t h rough  a irp ort  
s e curit y. Th is  com e s  a t  s om e  cos t  in  t e rm s  of t he  ad d it iona l t im e  s p e n t  b y 
p a s s e nge rs  a s  we ll a s  t he  s t a ff a nd  in fra s t ruc t u re  re qu ire d  –  b u t  t he  cos t  
is  offs e t  b y t he  p re ve n t ion  of gre a t e r, e ve n  m ore  cos t ly ha rm s . 

 
One  of t he  like ly re a s ons  why m illions  of p e op le  agre e  or a t  le a s t  a cce p t  
t he  d is com fort  of a irp ort  s e curit y (which  inc lud e s  a ffe c t ing t he ir p rivacy a s  
e ve ry it e m  of t he ir luggage  can  b e  che cke d ) is  t he  im m e d ia t e  re la t ions h ip  
b e t we e n  t e rroris m  and  t he  los s  of life . By con t ra s t , b e ne fic ia l owne rs h ip  
t rans p a re ncy is  p e rhap s  p e rce ive d  a s  a  le s s  im p ort an t , u rge n t  or wort hy 
“p rivacy- a ffe c t ing” m e as ure  b e caus e  it  ha s  a  m ore  ind ire c t  link t o  t he  
viola t ion  of hum an  righ t s . Howe ve r, t he  fac t  t ha t  t he  link t o b e ne fic ia l 
owne rs h ip  t rans p a re ncy is  m ore  ind ire c t  d oe s  not  m e a n  t ha t  it  is  irre le van t . 

 
Alt hough  t he  link b e t we e n  b e ne fic ia l owne rs h ip  t rans p a re ncy and  hum an  
righ t s  viola t ions  is  ind ire c t , t he  cons e q ue nce s  and  e ffe c t s  can  b e  m uch  
b road e r, whe n  cons id e ring a ll t he  financ ia l c rim e s  and  unfa ir s it ua t ions  
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caus e d  b y s e c re cy. In  e conom ic  cos t s , t he  St a t e  of Tax J us t ice  in  2023 17 
e s t im a t e d  t ha t  coun t rie s  will los e  US$4.8  t rillion  in  t ax t o  t ax have ns  ove r 
t he  ne xt  10  ye a rs . The  UN18 e s t im a t e d  in  2018  t ha t  t he  glob a l cos t  of 
corrup t ion  was  a t  le a s t  US$2.6  t rillion , or 5 p e r ce n t  of t he  glob a l gros s  
d om e s t ic  p rod uc t . All of t he s e  re s ource s  a re  c rit ica l t o  p ay for fund am e nt a l 
hum a n  righ t s  -  he a lt h  food , e d uca t ion , hous ing, a  fa ir t ria l, and  m any 
ot he rs . 
 
Alt hough  ha rd e r t o  q uan t ify, fina nc ia l c rim e s  s uch  a s  corrup t ion  a ls o have  a  
hum a n  cos t . Corrup t ion  le d  t o  t he  d e a t hs  of 52 p e op le  in  2012 in  a  fac t ory 
fire 19 in  Banglad e s h , ju s t  a s  it  d id  for a lm os t  200  young p e op le  who we re  
t rap p e d  a t  an  ille ga lly he ld  m us ic  conce rt  ca lle d  “Crom añon”20 in  Arge n t ina  
in  2004 . More  t han  40 ,000  p e op le  d ie d  in  t he  2023 e a rt hq uake  in  Turke y21 
d ue  t o  p oor cons t ruc t ion  re gu la t ion  and  corrup t ion , and  Le b anon’s  p ort  
e xp los ion 22 kille d  m ore  t han  200  p e op le  d ue  t o  ille ga lly s t ore d  che m ica ls . 

  
Trus t  in  gove rnm e nt s  

 
Argum e nt  
a ga in s t  a  
no-
t h re s hold  
ap p roach   

 
The re  a re  a ls o a rgum e nt s  re la t ing t o  d is t rus t ing t he  us e  of in form a t ion  b y 
gove rnm e n t s . Th is  p e rs p e c t ive , s om e t im e s  he ld  b y hum an  righ t s  
organ is a t ions  and  ac t ivis t s , d is t rus t s  wha t  t he y b e lie ve  gove rnm e nt s  will 
re a lly d o wit h  t he  colle c t e d  in form a t ion . Bas e d  on  in s t ance s  of 
gove rnm e n t s  viola t ing t he  hum a n  righ t s  of m inorit ie s , vu lne rab le  
p op u la t ions  (e g wom e n , im m igran t s ) or p olit ica l op p one n t s , t he re  is  an  
ins t inc t  t o  op p os e  m ore  d a t a  ga t he ring b y gove rnm e nt  au t horit ie s  
 

Argum e nt  
in  favour 
of a  no-
t h re s hold  
ap p roach  

St a t e  au t horit ie s  a re n ’t  ne ce s s a rily t he  p rob le m . Oliga rchs , h igh  ne t  wort h  
ind ivid ua ls  and  e n t it ie s  who a re  oft e n  m ore  p owe rfu l t han  coun t rie s , p os e  
a  b igge r ris k t o  d e m ocracy, e q ua lit y and  t he  ru le  of law. A no- t h re s hold  
ap p roach  is  a  way t o  p rot e c t  m inorit ie s  and  vu lne rab le  ind ivid ua ls  b y 
e ns uring t ha t  p owe rfu l ind ivid ua ls  won’t  b e  ab le  t o  e s cap e  t he  ru le  of law 
b y c re a t ing com p le x owne rs h ip  s t ruc t u re s .  

 
Crim ina l law, cons t it u t ions  or hum an  righ t s  conve n t ions  a re  a  way t o  lim it  
s t a t e  p owe r. In  t he  p a s t , an  ab s olu t e  m ona rch  cou ld  d is p os e  of a nyone ’s  
life  or p rop e rt y. Crim ina l law, or hum a n  righ t s  law, lim it s  ab s olu t e  p owe r. 
The  form e r- king- now- d e m ocra t ic - s t a t e  m us t  now com p ly wit h  a  fa ir t ria l, 
e q ua lit y b e fore  t he  la w, p roh ib it ion  of t ort u re , a cce s s  t o  in form a t ion , e t c . 

 
From  a  h is t orica l p e rs p e c t ive , t he  ru le r ha d  ab s olu t e  p owe r, wh ile  
ind ivid ua ls  who we re  vu lne rab le  and  p owe rle s s  organ is e d  t he m s e lve s  t o  
lim it  t he  King’s  or s t a t e ’s  p owe r. 

 
The  21s t  ce n t u ry is  com p lica t e d  b y t he  fac t  t ha t  t he re  a re  h igh  ne t  wort h  
ind ivid ua ls , o liga rchs  and  m ult ina t iona l com p an ie s  t ha t  have  fa r m ore  
p owe r t han  coun t rie s : t he y ha ve  m ore  cap it a l, m ore  m e d ia  p owe r, a rm ie s  

 
 

17 Tax Justice Network, State of Tax Justice 2023 (2023) <https://taxjustice.net/wp-content/uploads/2023/08/State-of-
Tax-Justice-2023-Tax-Justice-Network-English.pdf> [accessed 2 August 2023]. 
18 https://press.un.org/en/2018/sc13493.doc.htm  
19 https://www.theguardian.com/world/2021/jul/09/bangladesh-factory-fire-kills-people-dhaka  
20 https://www.infobae.com/sociedad/2019/12/31/la-memoria-de-cromanon-a-15-anos-del-horror-y-un-mensaje-
escrito-en-la-pared-la-corrupcion-mata/  
21 https://www.context.news/money-power-people/rotten-buildings-corruption-in-spotlight-after-turkey-quake  
22 https://lens.civicus.org/lebanon-corrupt-government-fails-victims-of-the-beirut-blast/  

https://taxjustice.net/wp-content/uploads/SOTJ/SOTJ23/English/State%20of%20Tax%20Justice%202023%20-%20Tax%20Justice%20Network%20-%20English.pdf
https://press.un.org/en/2018/sc13493.doc.htm
https://www.theguardian.com/world/2021/jul/09/bangladesh-factory-fire-kills-people-dhaka
https://www.theguardian.com/world/2021/jul/09/bangladesh-factory-fire-kills-people-dhaka
https://www.infobae.com/sociedad/2019/12/31/la-memoria-de-cromanon-a-15-anos-del-horror-y-un-mensaje-escrito-en-la-pared-la-corrupcion-mata/
https://www.context.news/money-power-people/rotten-buildings-corruption-in-spotlight-after-turkey-quake
https://lens.civicus.org/lebanon-corrupt-government-fails-victims-of-the-beirut-blast/
https://lens.civicus.org/lebanon-corrupt-government-fails-victims-of-the-beirut-blast/
https://press.un.org/en/2018/sc13493.doc.htm
https://www.theguardian.com/world/2021/jul/09/bangladesh-factory-fire-kills-people-dhaka
https://www.infobae.com/sociedad/2019/12/31/la-memoria-de-cromanon-a-15-anos-del-horror-y-un-mensaje-escrito-en-la-pared-la-corrupcion-mata/
https://www.infobae.com/sociedad/2019/12/31/la-memoria-de-cromanon-a-15-anos-del-horror-y-un-mensaje-escrito-en-la-pared-la-corrupcion-mata/
https://www.context.news/money-power-people/rotten-buildings-corruption-in-spotlight-after-turkey-quake
https://lens.civicus.org/lebanon-corrupt-government-fails-victims-of-the-beirut-blast/
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of e nab le rs  t o  e s cap e  p aying t axe s , can  b ankroll viole n t  a c t ors  and  
b ankrup t  jou rna lis t s  inve s t iga t ing t he ir a ffa irs , and  lob b y or b rib e  
le gis la t u re s  t o  e nga ge  in  re n t - s e e king. 

 
Com p le t e  b e ne fic ia l owne rs h ip  in form a t ion  is  ab ou t  ob t a in ing in form a t ion  
ab ou t  t he s e  p owe rfu l ind ivid ua ls  who s e t  up  com p le x s t ruc t u re s  t o  e s cap e  
t he  ru le  of law. It  is  a  way t o  give  m ore  t ools  t o  au t horit ie s  and  t o  a ll o t he r 
s t ake hold e rs  wit h  acce s s  t o  b e ne fic ia l owne rs h ip  in form a t ion , in  t he  
p roce s s  he lp ing t o  p rot e c t  m inorit ie s  and  vu lne rab le  ind ivid ua ls . 

 
Eve n  if t he re  is  m is t rus t  on  how au t horit ie s  will u s e  t he  colle c t e d  
b e ne fic ia l owne rs h ip  in form a t ion , t he  b e ne fic ia l owne rs h ip  d a t a  will m os t ly 
re fe r t o  t he  (m ore  p owe rfu l) ind ivid ua ls  who a re  ab le  t o  a fford  s e t t ing up  
com p an ie s  and  t ru s t s , not  vu lne rab le  and  d is c rim ina t e d  p op u la t ions  on  low 
incom e s . 

 
Som e  a rgue  t ha t  s om e  s t a t e s  a re  corrup t , or a re  d ic t a t ors h ip s  or 
au t oc rac ie s , and  t ha t  a  b e ne fic ia l owne rs h ip  d e fin it ion  wit hou t  t h re s hold s  
would  give  t he m  e ve n  m ore  p owe r t o  b e  ab us e d . Unfort una t e ly, t hos e  
s t a t e s  a re  m os t  like ly a lre ad y (le ga lly) a llowe d  t o  colle c t  b e ne fic ia l 
owne rs h ip  in form a t ion  wit hou t  ap p lying t h re s hold s , or t o  us e  ot he r ways  t o  
ob t a in  confid e n t ia l in form a t ion  or coe rce  t he ir c it ize ns .  
 
Ma jor financ ia l ce n t re s  whe re  t he  ru le  of la w is  re s p e c t e d  and  whe re  
d e m ocrac ie s  d o work, s hou ld  s t a rt  colle c t ing com p le t e  b e ne fic ia l 
owne rs h ip  in form a t ion . Th is  way, d e m ocrac ie s  will b e  ab le  t o  p re ve n t  
oliga rchs  a nd  d ic t a t ors  from  c re a t ing e n t it ie s  and  hold ing a s s e t s  in  t he s e  
d e m ocra t ic  financ ia l ce n t re s , or will a t  le a s t  b e  aware  of t he ir in t e re s t s  and  
con t rol, in  ca s e  s anc t ions  a re  t o  b e  e n force d . 

  
Se curing d a t a  aga in s t  hacking 

 
Argum e nt  
a ga in s t  a  
no-
t h re s hold  
ap p roach   

 
The re  is  a  vie w t ha t  a ll d a t ab as e s  can  b e  hacke d . Th is  a rgum e nt  s ugge s t s  
t ha t  no m a t t e r how m any d a t a  s a fe gua rd s  e xis t , hacke rs  will e ve n t ua lly 
find  a  wa y t o  acce s s  t he  d a t a . The re fore ,  colle c t ing and  ce n t ra lis ing a  
t rove  of p e rs ona l d a t a  on  ind ivid ua ls  re la t e d  t o  le ga l ve h ic le s  c re a t e s  a  h igh  
hacking ris k. 
 

Argum e nt  
in  favour 
of a  no-
t h re s hold  
ap p roach  

Alt hough  a ll s ys t e m s  cou ld  p os s ib ly b e  hacke d , t h is  ha s  not  s t op p e d  
p e op le  from  us ing b a nks , ap p s  or p a s s word  s t orage  s e rvice s . The re  a re  
m ult ip le  p rivacy e nha nce d  t e chnologie s  t ha t  cou ld  b e  ap p lie d  t o  re d uce  t he  
ris k of hacks  or m is us e , and  t o  run  ana lyt ic s  wit hou t  s ha ring confid e n t ia l 
in form a t ion . For in s t ance , t he  OECD re p ort  “Em e rging Privacy Enhanc ing 
Te chnologie s . Curre n t  re gu la t ory and  p olicy ap p roache s ”23 d e s c rib e s  t he  
us e  of: 

• Dat a  ob fus ca t ion  t ools  s uch  a s  ze ro- knowle d ge  p roofs , d iffe re n t ia l 
p rivacy, s yn t he t ic  d a t a , and  anonym is a t ion  and  p s e ud onym is a t ion  
t ools  which  a lt e r, c re a t e  nois e  or re m ove  id e n t ifying d e t a ils   

 
 

23 Emerging Privacy Enhancing Technologies. Current Regulatory and Policy Approaches (March 2023) 
<https://www.oecd-ilibrary.org/docserver/bf121be4-
en.pdf?expires=1689363928&id=id&accname=guest&checksum=B9F230F587F3018C656C1BF5E6BED166> [accessed 14 
July 2023]. 

https://www.oecd-ilibrary.org/docserver/bf121be4-en.pdf?expires=1689363928&id=id&accname=guest&checksum=B9F230F587F3018C656C1BF5E6BED166
https://www.oecd-ilibrary.org/docserver/bf121be4-en.pdf?expires=1689363928&id=id&accname=guest&checksum=B9F230F587F3018C656C1BF5E6BED166
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• Encryp t e d  d a t a  p roce s s ing t ools , s uch  a s  hom om orp h ic  e nc ryp t ion , 
m ult i- p a rt y com p ut a t ion , p riva t e  s e t  in t e rs e c t ion  and  t rus t e d  
e xe cu t ion  e nvironm e nt s , wh ich  a llow d a t a  t o  re m a in  e nc ryp t e d  while  
b e ing u s e d  

• Fe d e ra t e d  and  d is t rib u t e d  ana lyt ic s , wh ich  a llow d a t a  t o  b e  p re -
p roce s s e d  a t  t he  d a t a  s ource  s o t ha t  on ly t he  s um m ary s t a t is t ic s  or 
re s u lt s  a re  t rans fe rre d  

• Dat a  accoun t ab ilit y t ools  s uch  a s  t h re s hold  s e c re t  s ha ring, and  
p e rs ona l d a t a  s t ore s . 

 
The  Bank for In t e rna t iona l Se t t le m e n t s  Innova t ion  Hub 's  Nord ic  Ce n t re  in  
2023 p ub lis he d  a  re p ort  on  Proje c t  Aurora 24, a  p roof of conce p t  t ha t  
e xp lore d  ne w ways  of com b a t ing m one y laund e ring wit h  a  com b ina t ion  of 
p aym e nt s  d a t a , p rivacy- e nha nc ing t e chnologie s , a rt ific ia l in t e llige nce  and  
e nhance d  coop e ra t ion  ac ros s  in s t it u t ions  and  b ord e rs . 

  
Ab ilit y t o  p roce s s  d a t a  

 
Argum e nt  
a ga in s t  a  
no-
t h re s hold  
ap p roach   

 
Som e  a rgue  t ha t  au t horit ie s  a re  a lre ad y ove rwhe lm e d  wit h  d a t a  and  oft e n  
unab le  t o  p roce s s  it  e ffe c t ive ly Aut horit ie s  a re  a lre ady re ce iving s us p ic ious  
t rans ac t ion  re p ort s  file d  b y financ ia l in s t it u t ions  t o  t he  financ ia l 
in t e llige nce  un it , and  d a t a  p urs uan t  t o  au t om a t ic  e xchange  of b ank 
accoun t  in form a t ion  or t rans fe r p ric ing d ocum e nt s . The re fore , s om e  a rgue , 
t he re  is  no  p oin t  t o  file  e ve n  m ore  d a t a  wit h  au t horit ie s  b e caus e  t he y won’t  
b e  ab le  t o  us e  it . 
 

Argum e nt  
in  favour 
of a  no-
t h re s hold  
ap p roach  

Som e  au t horit ie s  m ay ind e e d  b e  ove rwhe lm e d  wit h  d a t a . It  is  t rue  t ha t  
m os t  au t horit ie s  in  cha rge  of com b a t t ing m one y laund e ring or t ax e vas ion  
a re  und e rs t a ffe d , la ck t im e  and  re s ource s  a nd  m ay b e  ove rwhe lm e d  wit h  
re s p ons ib ilit ie s . Howe ve r, t he  com p le t e  colle c t ion  of b e ne fic ia l owne rs h ip  
d a t a  is  s up p os e d  t o  b e  hand le d  b y t e chnology, a lgorit hm s , b ig d a t a  
ana lys is , e t c , and  not  ne ce s s a rily b y m a nua l ana lys is .  

 
Com p le t e  d a t a  c re a t e s  a  d e t e rre n t  e ffe c t . J us t  a s  ha p p e ne d  wit h  t he  
im p le m e nt a t ion  of au t om a t ic  e xchange  of b ank accoun t  in form a t ion , t he  
p ot e n t ia l ava ilab ilit y of com p le t e  d a t a  on  a ll fore ign  b ank accoun t s  le d  t o  
m ore  t ax re ve nue s  in  m any coun t rie s  t h rough  volun t a ry d is c los ure  
p rogram s  (t axp aye rs  volun t a rily d e c la re d  t he ir fore ign  accoun t s  and  p a id  
re d uce d  fine s , b e fore  t he  in form a t ion  was  e xchange d ). Ap a rt  from  t he  
d e t e rre n t  e ffe c t , e ve n  if d a t a  is n ’t  p roce s s e d  im m e d ia t e ly, it  cou ld  a ls o b e  
us e d  in  t he  fu t u re  -  m any financ ia l c rim e s  have  a  s t a t u t e  of lim it a t ions  of 5 
or p e rhap s  e ve n  10  ye a rs , giving e nough  t im e  for au t horit ie s  t o  m ake  us e  of 
it .  
 
At  t he  s am e  t im e , t he re  is  an  e xp one n t ia l growt h  in  t e chnologica l 
cap ab ilit ie s  a round  d a t a  s t orage , d a t a  m a t ch ing and  m in ing, a nd  t he  
p roce s s ing of b ig d a t a  –  a ll t he  while  oft e n  b e com ing m ore  cos t - e ffic ie n t . 
J us t  b e caus e  an  au t horit y cannot  a fford  d a t a  m anage m e nt  func t iona lit ie s  
t od ay, d oe s  not  m e an  t he y won’t  b e  ab le  t o  d o it  t om orrow.  

 

 
 

24 Bank for International Settlements (BIS), Project Aurora: The Power of Data, Technology and Collaboration to Combat 
Money Laundering., May 2023 <https://www.bis.org/publ/othp66.pdf>. 

https://www.bis.org/publ/othp66.pdf
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The  p re va le nce  of und e r- re s ource d  au t horit ie s  is  not  ne ce s s a rily an  
a rgum e nt  aga ins t  t he  colle c t ion  of b e ne fic ia l owne rs h ip  in form a t ion  
wit hou t  t h re s hold s , b u t  ra t he r an  a rgum e n t  in  favour of giving p ub lic  
a cce s s  t o  in form a t ion  s o  t ha t  ot he r s t ake hold e rs , inc lud ing financ ia l 
in s t it u t ions , jou rna lis t s , c ivil s oc ie t y organ is a t ions , re s e a rche rs  and  fore ign  
au t horit ie s  can  a ls o  u s e  and  p roce s s  t he  d a t a . 
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5. The “right data” approach to 
beneficial ownership  

5.1 Our REBOT approach 

The  Tax J us t ice  Ne t work’s  Road m ap  t o  e ffe c t ive  b e ne fic ia l owne rs h ip  
t rans p a re ncy (REBOT)25 s e t s  ou t  a  s e rie s  of s t e p s  gove rnm e nt s  ca n  t ake  
t o  re ach  a  rob us t  b e ne fic ia l owne rs h ip  fram e work t ha t  m e an ingfu lly 
d e live rs  t rans p a re ncy. The  road m ap  ca t e goris e s  t he s e  s t e p s  in t o  t o  t h re e  
le ve ls  of t rans p a re ncy t ha t  can  b e  ach ie ve d : m in im um  t rans p a re ncy (t he  
m in im um  le ga l fram e work t ha t  s hou ld  b e  ap p lie d ), b e nchm arke d  
t rans p a re ncy (m ore  rob us t  le ga l fram e works  t ha t  a re  a lre ad y b e ing u s e d  
in  a t  le a s t  one  coun t ry), and  e ffe c t ive  t rans p a re ncy (iron- c lad  le ga l 
fram e works  t ha t  d e live r t he  le ve l of t rans p a re ncy ne e d e d  t o  e ffe c t ive ly 
p re ve n t  and  p ros e cu t e  illic it  financ ia l a c t ivit y, t o  e ns u re  t he  ru le  of law 
and  t o  e lim ina t e  s e c re cy loop hole s  and  worka round s ). 

Whe n  it  com e s  t o  ad op t ing a  b e ne fic ia l owne rs h ip  d e fin it ion  and  t he  
c rit e ria  t o  d e t e rm ine  who s hou ld  b e  cons id e re d  a  b e ne fic ia l owne r, t he  
road m ap s  ad vis e s  gove rnm e nt s  t ha t  an  e ffe c t ive  le ve l of t rans p a re ncy 
re q u ire s  id e n t ifying a s  a  b e ne fic ia l owne r a ny ind ivid ua l wit h  owne rs h ip , 
con t rol or b e ne fit  ove r a  le ga l ve h ic le  t ha t  a ris e s  from  having, e it he r 
d ire c t ly or ind ire c t ly, a t  le a s t  one  s ha re , vot e  or any b e ne fit  (inc lud ing 
e xp os ure  t h rough  fina nc ia l in s t rum e nt s  s uch  conve rt ib le  s t ock, ca ll 
op t ions , e t c ), or from  having a  p owe r of a t t orne y t o  m anage  t he  ve h ic le  or 
it s  a s s e t s . 

The  road m ap  fu rt he r ad vis e s  t ha t  t o  re ach  an  e ffe c t ive  le ve l of 
t rans p a re ncy, t he  following d e t a il s hou ld  b e  colle c t e d  for e ach  b e ne fic ia l 
owne r: 

• The ir fu ll nam e   
• Re s id e n t ia l ad d re s s  
• Place  and  d a t e  of b irt h  
• Nat iona lit ie s  and  t ax re s id e nc ie s  
• Pas s p ort  num b e r(s ) 
• Tax id e n t ifica t ion  num b e r(s ) 
• Nat ure  of t he ir b e ne fic ia l owne rs h ip  (inc lud ing t he  fu ll owne rs h ip  

cha in ) 
• Source  of t he ir b e ne fic ia l owne rs h ip  (e g t ra ns fe r of s ha re s , 

ap p oin t m e n t  a s  t rus t  b e ne fic ia ry, e t c ) 
• Polit ica lly e xp os e d  p e rs on  (PEP) s t a t us  
• De t a ils  of t he ir c los e  fam ily re la t ions  (s p ous e , p a re n t s , ch ild re n) 
• De c la re d  incom e  

 
 

25 Andrés Knobel, Roadmap to Effective Beneficial Ownership Transparency (REBOT) (2 July 2023) 
<https://taxjustice.net/wp-content/uploads/2023/02/Roadmap-to-Effective-Beneficial-Ownership-Transparency-Version-
1-2023.pdf> [accessed 8 February 2023]. 

https://taxjustice.net/2023/02/07/roadmap-to-effective-beneficial-ownership-transparency-rebot/
https://taxjustice.net/2023/02/07/roadmap-to-effective-beneficial-ownership-transparency-rebot/
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• De c la re d  we a lt h  

In  ad d it ion , t he  road m ap  ad vis e s , d e c la re d  in form a t ion  s hou ld  b e  ve rifie d , 
b y c ros s - che cking t he  d a t a  a s  we ll a s  ap p lying ad va nce d  ana lyt ic s  t o  find  
re d  flags  b a s e d  on  t he  d e c la re d  incom e  or a s s e t s  of a n  ind ivid ua l, t he ir 
re s id e n t ia l ad d re s s , e t c . 

5.2. The current FATF approach vs the effective approach: a 
concrete example 

To und e rs t and  t he  d iffe re nce  b e t we e n  t he  cu rre n t  ap p roach  b a s e d  on  t he  
Financ ia l Ac t ion  Tas k Force ’s  re com m e nd a t ions  and  a n  e ffe c t ive  
ap p roach , cons id e r figure  3 d e p ic t ing t he  kind  of in form a t ion  t ha t  is  
cu rre n t ly colle c t e d . 

Figure  4 . An  incom p le t e  p ic t u re  of owne rs h ip , con t rol a nd  re la t ions h ip s  

 

Le t ’s  a s s um e  t ha t  Com p any C has  b e e n  t he  s ub je c t  of a  s us p ic ious  
t rans ac t ion  re p ort . The  on ly in form a t ion  au t horit ie s  wou ld  have  is  t ha t  
Anne  is  t he  b e ne fic ia l owne r of Com p any C. Som e whe re  e ls e , s om e b od y 
m igh t  know t ha t  Mike  owns  100  p e r ce n t  of com p any A, or t ha t  Pau l is  
t he  t rus t e e  of t he  t rus t  (a s s um ing t ha t  t ru s t s  have  t o  re gis t e r t he ir 
b e ne fic ia l owne rs  t o  b e gin  wit h  a s  t he  Financ ia l Ac t ion  Tas k Force  d oe s  
not  re q u ire  t rus t s  t o  b e  re gis t e re d ). For any of t h is  t o  b e  in s igh t fu l, one  
would  ne e d  fa r m ore  con t e xt . 

A coun t ry following t he  Financ ia l Ac t ion  Tas k Force  re com m e nd a t ions  
would  b e  un like ly t o  d is cove r anyt h ing. Th is  is  how m one y laund e ring 
s che m e s  a nd  ot he r financ ia l c rim e s  go und e t e c t e d , e ve n  if we  a s s um e  
t ha t  a ll t he  com p an ie s  t e chn ica lly com p lie d  and  file d  t he  re q u ire d  
b e ne fic ia l owne rs h ip  in form a t ion . 

Bas e d  on  t he  la ck of in form a t ion , au t horit ie s  m ay e nd  up  ne ve r 
d is cove ring t he  t rue  p ic t u re  (d e p ic t e d  in  figu re  5) and  m ay ve ry we ll 
d e c id e  not  t o  p urs ue  t he  s us p ic ious  t rans ac t ion  re p ort  any fu rt he r. 

By con t ra s t , having a  m ore  com p le t e  p ic t ure  of owne rs h ip , con t rol and  
re la t ions h ip s  wou ld  b e  fa r m ore  e ffe c t ive  a t  re ve a ling t he  re a l p ic t u re . 
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Figure  5. The  com p le t e  p ic t u re  of owne rs h ip , con t rol a nd  re la t ions h ip s  

 

If au t horit ie s  followe d  t he  Tax J us t ice  Ne t work’s  road m ap  ap p roach , wit h  
in form a t ion  on  a ll b e ne fic ia l owne rs  wit hou t  t h re s hold s , b y t he  t im e  
au t horit ie s  re ce ive d  t he  s us p ic ious  t rans ac t ion  re p ort , t he y would  e a s ily 
b e  ab le  t o  id e n t ify a ll t he  und e c la re d  re la t ions h ip s  of nom ine e  J ohn , 
d e t e rm ine  t ha t  t he  oliga rch  And re w m a y b e  avoid ing s anc t ions  a nd  e ve n  
id e n t ify t he  a s s e t s  t o  e ve n t ua lly confis ca t e  t he m . 

Eve n  b e t t e r, und e r a  t ru ly e ffe c t ive  b e ne fic ia l owne rs h ip  fram e work, 
au t horit ie s  wou ld  have  b e e n  ab le  t o  d is cove r t he  s che m e  wit hou t  a  
s us p ic ious  t rans ac t ion  re p ort  ne e d ing t o  b e  file d : 

• Mike  would  b e  id e n t ifie d  a s  t he  b e ne fic ia l owne r of Com p any A. Th is  
wou ld  have  t rigge re d  m ult ip le  re d  flags . Firs t , Mike  a p p e a rs  t o  own a  
com p any wort h  $80 0  m illion , e ve n  t hough  h is  d e c la re d  incom e  a s  an  
Englis h  t e a che r is  on ly $ 1000  p e r m ont h . The  s e cond  re d  flag would  b e  
t ha t  Mike , wit h  s uch  a  low d e c la re d  incom e  was  ab le  t o  p urcha s e  
s ha re s  for $1 m illion  from  s om e one  ca lle d  J ohn . Un le s s  Mike  inhe rit e d  
cons id e rab le  we a lt h , he  would  ne e d  t o  e xp la in  t o  au t horit ie s  how he  
was  ab le  t o  a fford  s uch  a  p urchas e  (or why anyone  would  have  loane d  
h im  t he  m one y t o  p u rchas e  it ). Th is  m ay le ad  t o  a s king q ue s t ions  
ab ou t  t he  s e lle r, J ohn . 

• Com p any C d e c la re s  Anne  a s  a  b e ne fic ia l owne r wit h  30  p e r ce n t  of 
t he  s ha re s , and  J ohn  wit h  0 .25 p e r ce n t  of t he  s ha re s  (ind ire c t ly). 
Au t horit ie s  wou ld  d is cove r t ha t  Anne , who is  a  co- s ha re hold e r wit h  
J ohn  in  Com p any C, is  a ls o involve d  in  a  t rus t . Wha t  b e com e s  e ve n  
m ore  s us p ic ious  is  t ha t  J ohn  a nd  Anne  ap p e a r t o  have  t he  s am e  
re s id e n t ia l ad d re s s .  

• J ohn  (conne c t e d  now t o t h re e  ap p a re n t ly unre la t e d  le ga l ve h ic le s ), 
ha s  $ 1 m illion  in  d e c la re d  incom e . Th is  cou ld  jus t ify s om e  of h is  a s s e t s  
and  h is  re s id e nce  in  a  h igh- e nd  ne ighb orhood . St ill, $1 m illion  d oe s  not  
s e e m  h igh  e nough  t o  b e  hold ing a s s e t s  wort h  a lm os t  $2 b illion  (t he  
$800  m illion  in  Com p any A and  t he  $1 b illion  in  t he  t rus t ) s o  he  is  
fu rt he r inve s t iga t e d . Aft e r d igging m ore  in t o  h is  p a s t  re la t ions h ip s , 
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e m p loym e nt , t rave ls , e t c , au t horit ie s  re a lis e  t ha t  J ohn  is  a  nom ine e  
for an  oliga rch  (And re w) and  t ha t  he  a ls o con t rols  t h rough  a  p owe r of 
a t t orne y Com p any B, which  is  involve d  in  p rocure m e nt . 

Having s u ffic ie n t  in form a t ion  on  a ll of t he  ind ivid ua ls  who a re  s om e how 
re la t e d  t o  a  le ga l ve h ic le  e it he r a s  s ha re hold e rs , d ire c t ors , b e ne fic ia l 
owne rs , c re d it ors , e t c , (ra t he r t han  on ly t hos e  who p as s  t he  25 p e r ce n t  
t h re s hold ) e nab le s  au t horit ie s  t o  us e  t he ir t im e  and  re s ource s , not  on  
ob t a in ing in form a t ion , b u t  on  inve s t iga t ing and  p ros e cu t ing c rim ina ls  a nd  
confis ca t ing t he ir a s s e t s , and  on  d e t e c t ing ot he r re d  flags  t o  p re ve n t  
m one y laund e ring or ot he r ille ga l s che m e s  –  b e fore  s us p ic ions  ha ve  e ve n  
a ris e n . 

Going b ack t o  t he  Swis s  a rm y kn ife , t he  t wo figure s  ab ove  s howing an  
incom p le t e  and  com p le t e  p ic t u re  illu s t ra t e  t he  s it ua t ion  au t horit ie s  fa ce  
whe n  b e ne fic ia l owne rs h ip  is  not  in  p lace  or not  e ffe c t ive . The y ha ve  
s om e  b u t  not  a ll of t he  p ie ce s  t he y ne e d  t o  t a ckle  t he  cha lle nge  a t  hand .  

5.3 The future: no need to “ask” for beneficial owners’ details 

As  not e d  ab ove , p rivacy and  d a t a  p rot e c t ion  a rgum e n t s  d o not  ne ce s s a rily 
re s t ric t  t he  colle c t ion  of b e ne fic ia l owne rs h ip  in form a t ion  b y a  b e ne fic ia l 
owne rs h ip  re gis t ry.  

Once  gove rnm e nt  d a t ab as e s  a re  conne c t e d  (a ls o  for ve rifica t ion 26 
p u rp os e s ), it  wou ld n’t  b e  ne ce s s a ry t o  a s k b e ne fic ia l owne rs  for t he  b u lk  
of t he ir d a t a . For ins t a nce , a  t ax au t horit y s hou ld  a lre ad y have  
in form a t ion  on  a  p e rs on’s  fu ll nam e , ad d re s s , d a t e  of b irt h , t ax 
id e n t ifica t ion  num b e r, d e c la re d  incom e  and  we a lt h . Fa m ily re la t ions h ip s  
cou ld  com e  from  t he  c ivil or na t u ra l p e rs on  re gis t ry. St a t us  a s  a  p olit ica lly 
e xp os e d  p e rs on  cou ld  com e  from  t he  gove rnm e nt ’s  organogram . The  fu ll 
owne rs h ip  cha in , t he  na t u re  of b e ne fic ia l owne rs h ip  (a t  le a s t  in  re la t ion  
t o  owne rs h ip  and  vot ing righ t s ) a nd  s ource s  (e g t rans fe r of s ha re s ) cou ld  
com e  from  in t e rconne c t e d  com m e rc ia l re gis t rie s  t ha t  d is c los e  a nd  
confirm  t he  fu ll owne rs h ip  cha in  and  a ll h is t oric  t rans fe rs  of s ha re s , 
cap it a l inc re a s e s , m e rge rs , e t c .  

 

 
 

26 Andres Knobel, ‘Beneficial Ownership Verification: Ensuring the Truthfulness and Accuracy of Registered Ownership 
Information’, SSRN Electronic Journal, 2019 <https://www.ssrn.com/abstract=3320600> [accessed 3 September 2019]. 

https://www.taxjustice.net/wp-content/uploads/2019/01/Beneficial-ownership-verification_Tax-Justice-Network_Jan-2019.pdf
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6. Why international standards already 
require applying no thresholds in 
practice 

The  Financ ia l Ac t ion  Tas k Force  a lre ad y e xp lic it ly ap p lie s  a  no- t h re s hold  
ap p roach  for m one y laund e ring s us p ic ions 27 and  t o  t he  b e ne fic ia l owne rs  
of t rus t s 28. More  im p ort an t ly, t h is  s e c t ion  will s how t ha t  e ve n  t he  25 p e r 
ce n t  t h re s hold  t e s t  in  t he  d e fin it ion  of t he  b e ne fic ia l owne r for 
com p an ie s  a lre ad y d e m and s  from  financ ia l in s t it u t ions  and  com p an ie s  t o  
firs t  ap p ly a  no- t h re s hold  ap p roach  t o  id e n t ify anyone  wit h  a t  le a s t  one  
s ha re  b e fore  t he n  na rrowing d own t o  t hos e  whos e  s ha re s  m ake  up  25 p e r 
ce n t  or m ore  of t he  t ot a l. The re fore , any com p any or financ ia l in s t it u t ion  
who op p os e s  a  no- t h re s hold  ap p roach  b y c la im ing t ha t  it  wou ld  ad d  
m ore  cos t s  or e ffort , e it he r m is und e rs t and s  cu rre n t  b e ne fic ia l owne rs h ip  
re q u ire m e nt s  or is  d e lib e ra t e ly not  com p lying wit h  b e ne fic ia l owne rs h ip  
re q u ire m e nt s . 

All s ha re hold ings , howe ve r s m a ll, m us t  b e  aggre ga t e d  t o  s e e  if s om e one  
p a s s e s  t he  t h re s hold  or not . Eve n  und e r cu rre n t  re gu la t ions , ob lige d  
e n t it ie s  m us t  a lre ad y ve rify and  colle c t  b e ne fic ia l owne rs h ip  in form a t ion  
for e ve ry ind ivid ua l wit h  any d ire c t  or ind ire c t  s ha re  in  t he  com p any (not  
jus t  wit h  m ore  t han  25 p e r ce n t ). Th is  is  b e caus e  b e ne fic ia l owne rs h ip  
d e fin it ions  ca re  ab ou t  d ire c t  and  ind ire c t  con t rol. If d e fin it ions  on ly ca re d  
ab ou t  d ire c t  owne rs h ip , any com p any owne d  b y anot he r e n t it y would  
au t om a t ica lly la ck b e ne fic ia l owne rs . To d e t e rm ine  t he  ind ivid ua ls  who 
m ay have , d ire c t ly or ind ire c t ly, m ore  t han  a  25 p e r ce n t  s t ake  in  an  e n t it y 
(in  ord e r t o  re gis t e r t he m  a s  b e ne fic ia l owne rs ), one  firs t  ne e d s  t o  know 
e xac t ly how m uch  of a  s t ake  e a ch  ind ivid ua l ha s .  

As  figure  6  illu s t ra t e s , e ve n  if Com p any A is  owne d  b y five  d iffe re n t  
com p an ie s  (e ach  wit h  20  p e r ce n t  owne rs h ip ), one  cannot  conc lud e  t ha t  
no ind ivid ua l ha s  m ore  t han  25 p e r ce n t  (t h is  wou ld  e n t a il non -
com p liance , e it he r d e lib e ra t e  or b y m is und e rs t and ing re q u ire m e nt s ). On  
t he  con t ra ry, t he  fu ll owne rs h ip  cha in  ha s  t o  b e  re gis t e re d  up  t o  e ach  
na t u ra l p e rs on  s ha re hold e r t o  confirm  whe t he r, on  a ggre ga t e , any of 
t he m  hold s  m ore  t ha n  25 p e r ce n t .  

 
 

27 “If, during the establishment or course of the customer relationship, or when conducting occasional transactions, a 
financial institution suspects that transactions relate to money laundering or terrorist financing, then the institution 
should: (a) normally seek to identify and verify the identity of the customer and the beneficial owner, whether permanent 
or occasional, and irrespective of any exemption or any designated threshold that might otherwise apply;” (emphasis 
added, FATF Recommendations, page 64). 
28 According to the FATF Recommendations, all parties to a trust (eg settlors, trustees, protectors, beneficiaries and 
anyone else with effective control over the trust) must be identified without applying thresholds. 
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Figure  6 . The  ne e d  t o  id e n t ify t he  fu ll owne rs h ip  cha in  up  t o  anyone  
hold ing a t  le a s t  one  s ha re  

 
Source : He xne r, A., Knob e l, A., Taym ans , A., “NEBOT Pap e r 4-  The  Be ne fic ia l Owne rs h ip  
De fin it ion  for Com p an ie s  –  Cha lle nge s  and  Op p ort un it ie s ”, Ne t work of Exp e rt s  on  Be ne fic ia l 
Owne rs h ip  Trans p a re ncy, 2022. 

In  t he  e xam p le , one  cou ld  s t a rt  from  t he  b ot t om  up . Th is  is  wha t  b ank 
s t a ff s e e  whe n  a  com p any d ire c t or ap p roache s  t he m  wit h  a  re q ue s t  t o  
op e n  a  b ank accoun t . Mary can  a lre ad y b e  cons id e re d  a  b e ne fic ia l owne r 
for owning, ind ire c t ly, t wo of t he  corp ora t e  s ha re hold e rs  (Com p an ie s  B 
and  C), s o  s he  a lre ad y hold s  40  p e r ce n t  of t he  s ha re s  of Com p any A. 
Howe ve r, it  is  not  e nough  t o  re gis t e r Mary. Be ne fic ia l owne rs h ip  
re gu la t ions  re q u ire  t he  b e ne fic ia l owne r t o  b e  id e n t ifie d  wit h  t he  p re c is e  
na t u re  of b e ne fic ia l owne rs h ip , m e an ing how m a ny s ha re s  or vot ing righ t s  
t he y hold . It  is  not  e nough  t o  s ay, “Mary owns  a t  le a s t  40  p e r ce n t .” He r 
p re c is e  owne rs h ip  ha s  t o  b e  d e t e rm ine d  b y a ls o id e n t ifying who owns  
Com p an ie s  D and  F. 

By t he  s am e  t oke n , t he  q ue s t ion  is  whe t he r we  can  conc lud e  t ha t  J ohn  is  
not  a  b e ne fic ia l owne r of Com p a ny A. We  on ly know t ha t  he  ind ire c t ly 
hold s  20  p e r ce n t  of t he  s ha re s  of anot he r corp ora t e  s ha re hold e r 
(Com p any J ). It  is  im p os s ib le  t o  conc lud e  t ha t  J ohn  is  not  a  b e ne fic ia l 
owne r un le s s  we  know who owns  t he  ot he r t wo corp ora t e  s ha re hold e rs  
(Com p an ie s  D and  F) b e caus e  J ohn  m a y e nd  up  a ls o  owning a t  le a s t  one  
of t he m  and  he nce  m ay b e  a  b e ne fic ia l owne r of Com p any A. In  ot he r 
word s , t he  fu ll owne rs h ip  cha in  -  up  t o  e ve ry na t u ra l p e rs on  s ha re hold e r 
-  m us t  b e  id e n t ifie d .  

If it  t u rn s  ou t  t ha t  Pau l and  Zoe  a re  t he  owne rs  of Com p an ie s  D and  F, 
t he n  on ly Mary will b e  re gis t e re d  a s  a  b e ne fic ia l owne r wit h  on ly 40  p e r 
ce n t . Howe ve r, un t il e ve ryone ’s  s ha re s  a re  d e t e rm ine d  and  ad d e d  up , 
t he re  is  no  way t o  “s a ve  cos t s ” e g b y id e n t ifying on ly t hos e  who d ire c t ly 
hold  m ore  t han  25 p e r ce n t  of t he  s ha re s  and  of t hos e  who e xp lic it ly 
c la im  t o  b e  b e ne fic ia l owne rs . 

Th is  cha rt  a ls o re fu t e s  t he  a rgum e nt  t ha t  while  b anks  d o  colle c t  t he  fu ll 
owne rs h ip  cha in  of t he ir cus t om e rs , t he y would  s t ill s u ffe r from  
inc re a s e d  ve rifica t ion  cos t s  if m ore  ind ivid ua ls  m us t  b e  id e n t ifie d  
following a  no- t h re s hold  ap p roach . It  is  not  e nough  for a  b ank or 
b e ne fic ia l owne rs h ip  re gis t ry t o  re q u ire  d is c los ure  of t he  fu ll owne rs h ip  
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cha in , b u t  t he n  on ly t o  ve rify t he  id e n t it y of t he  “b e ne fic ia l owne rs ” a t  
t he  t op  (e g Mary). The  in t e rm e d ia t e  e n t it ie s  s hou ld  a ls o b e  ve rifie d . Eit he r 
way, give n  t ha t  fa ls e  or m is le ad ing in form a t ion  cou ld  b e  give n , t he  fu ll 
owne rs h ip  cha in  ha s  t o  b e  ve rifie d , t o  e ns ure  t ha t  e ve ry corp ora t e  laye r 
or s ha re hold e r a c t ua lly e xis t s  and  t ha t  t he y a re  not  nom ine e s .  

For ins t ance , a  corp ora t e  cus t om e r of a  b ank cou ld  c la im  t ha t  it s  
s ha re hold e rs  a re  Mike  wit h  50  p e r ce n t  of t he  s ha re s  (and  t hus  a  
b e ne fic ia l owne r), wh ile  e ach  of t he  ot he r five  s ha re hold e rs  ha s  jus t  10  
p e r ce n t  of t he  s ha re s  and  a re  t hus  not  b e ne fic ia l owne rs . In  t h is  ca s e , 
t he  b ank would  on ly ve rify Mike ’s  id e n t it y and  a  fe w ot he r d e t a ils  ab ou t  
h im  b u t  not  s p e nd  any re s ource s  on  anyone  e ls e . Th is  ap p roach  is  wrong, 
b e caus e  it  b lind ly b e lie ve s  t ha t  a ll t he  ot he r s ha re hold e rs  a re  re a l 
s ha re hold e rs  in s t e ad  of nom ine e s  ac t ing on  b e ha lf of s om e one  e ls e . 
Prop e r ve rifica t ion  is  ne e d e d  of e ve ry s t ake hold e r re la t e d  t o  a  com p any, 
s t a rt ing wit h  a ll d ire c t  and  ind ire c t  s ha re hold e rs .  

If b anks  a re  not  ve rifying e ve ry la ye r of t he  cha in , t he  fu ll owne rs h ip  
cha in  cou ld  e a s ily b e  com p le t e ly fake . 

At  t he  s am e  t im e , b anks  cannot  d o a ll t he  ve rifica t ion  t he m s e lve s  –  it  
wou ld  b e  a n  ine ffic ie n t  us e  of t he ir t im e  and  re s ource s . Ins t e ad , a ll of 
t h is  d a t a  s hou ld  a lre ad y b e  ava ilab le  in  t he  b e ne fic ia l owne rs h ip  re gis t e r, 
and  ve rifie d  b y gove rnm e nt  age nc ie s  aga in s t  ot he r d a t ab as e s , a lre ad y 
c ros s - che cke d  and  re d - flagge d . Th is  wa y, t he  b ank ne e d  on ly und e rt ake  
t he  ad d it iona l ve rifica t ion  s t e p s  which  a re  not  ava ilab le  from  t he  
b e ne fic ia l owne rs h ip  re gis t e r, s uch  a s  che cking who has  a  p owe r of 
a t t orne y ove r t he  b a nk accoun t , who wit hd raws  m one y from  an  ATM, 
from  which  IP ad d re s s  hom e  b anking t rans ac t ions  a re  re q ue s t e d  or whe re  
m one y is  t rans fe rre d  t o . 

Un t il b anks  a re  ab le  t o  ob t a in  (m ore ) ve rifie d  d a t a  from  b e ne fic ia l 
owne rs h ip  re gis t rie s  t he y s hou ld  b e  a llowe d  t o  t rans fe r t he  ve rifica t ion  
cos t  t o  t he ir cus t om e r, cha rging a  s e t  am ount  p e r b e ne fic ia l owne r or 
laye r t ha t  ha s  t o  b e  ve rifie d  a s  p a rt  of t he  cus t om e r d ue  d ilige nce  
p roce s s . Th is  way, t he  m ore  com p le x t he  s t ruc t u re , t he  m ore  a  cus t om e r 
would  have  t o  p ay for having c re a t e d  s uch  a  com p le x s t ruc t u re  –  and  
wit h  lit t le  t o  no e xt ra  cos t  for s im p le  s t ruc t u re s . Th is  m e as ure , wh ich  is  
a lre ad y im p le m e nt e d  b y Dut ch  b anks 29 in  re la t ion  t o  e nhance d  d ue  
d ilige nce , wou ld  d is courage  com p le x owne rs h ip  s t ruc t u re s  wit h  m any 
laye rs , un t il coun t rie s  d e c id e  t o  re s t ric t  or re gu la t e  t he m 30.  

Se cond , a  no t h re s hold  ap p roach  would  e ns ure  p rop e r t rans p a re ncy for 
inve s t m e n t  fund s 31 or com p an ie s  lis t e d  on  t he  s t ock e xchange 32. By 

 
 

29 https://www.tookitaki.com/blog/dutch-banks-introduces-new-fees-as-aml/cft-compliance-costs-increase  
30 Knobel, Complex Ownership Structures: Addressing the Risks for Beneficial Ownership Transparency. 
31 Andres Knobel, Beneficial Ownership in the Investment Industry. A Strategy to Roll Back Anonymous Capital, 2019 
<https://www.taxjustice.net/wp-content/uploads/2019/10/The-transparency-risks-of-investment-entities-working-
paper-Tax-Justice-Network-Oct-2019.pdf> [accessed 3 May 2022]. 
32 Andres Knobel, Beneficial Ownership Transparency for Companies Listed on the Stock Exchange (11 May 2020) 
<https://taxjustice.net/wp-content/uploads/2020/12/Listed-companies-BO-requirements-Final.pdf> [accessed 18 April 
2023]. 

https://www.tookitaki.com/blog/dutch-banks-introduces-new-fees-as-aml/cft-compliance-costs-increase
https://taxjustice.net/wp-content/uploads/2022/02/Complex-ownership-chains-Reduced-Andres-Knobel-MB-AK.pdf
https://taxjustice.net/wp-content/uploads/2020/12/Listed-companies-BO-requirements-Final.pdf
https://taxjustice.net/wp-content/uploads/2020/12/Listed-companies-BO-requirements-Final.pdf
https://www.tookitaki.com/blog/dutch-banks-introduces-new-fees-as-aml/cft-compliance-costs-increase
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con t ra s t , inve s t ors  c an  cu rre n t ly e s cap e  id e n t ifica t ion  d e s p it e  ha ving 
m illions  of d olla rs  inve s t e d  in  an  inve s t m e n t  fund , p ure ly b e caus e  t he y d o 
not  p a s s  t he  t h re s hold  of 5 or 25 p e r ce n t . Coun t rie s  like  Arge n t ina  and  
Ecuad or have  found  a  good  s olu t ion : t he y d o not  ap p ly p e rce n t age  
t h re s hold s  for inve s t m e n t  fund s  and  lis t e d  com p an ie s  b u t  ra t he r 
t h re s hold s  b a s e d  on  t he  va lue  of t he ir inve s t m e n t , e g US$10 ,000 . 

In  2023 b illiona ire  J os e p h  Le wis  was  ind ic t e d  for ins id e r t rad ing and  for 
d e lib e ra t e ly h id ing h is  t rue  owne rs h ip  of a  com p any from  t he  US 
Se curit ie s  Exchange  Com m is s ion . He  fa ls e ly d e c la re d  having a  lowe r 
s ha re hold ing (und e r t he  in fa m ous  “s e c t ion  13D form  –  b e ne fic ia l owne r”) 
b e caus e  he  ind ire c t ly he ld  s om e  of t he  s ha re s  t h rough  an  offs hore  
com p any and  t rus t  he ld  b y nom ine e s . Accord ing t o  t he  ind ic t m e n t , t he  
b illiona ire  a ls o d e lib e ra t e ly avoid e d  having any d ire c t  owne rs h ip  of m ore  
t han  5 p e r ce n t , t o  avoid  ot he r re p ort ing ob liga t ions . As  t he  ind ic t m e n t 33 
d e s c rib e d :   

“Mira t i… is  lim it e d  b y Canad ian  law from  having a ny s ha re hold e r 
who owns  m ore  t han  19 .99  p e rce n t  of t he  com p any’s  s t ock… 
Le wis  was  re q u ire d  t o file  s che d u le s  of s ha re  owne rs h ip  wit h  t he  
SEC p urs uan t  t o  Se c t ion  13 (d ) of t he  Se curit ie s  Exchange  Ac t  a nd  
SEC Re gu la t ion  13D, a s  we ll a s  re p ort s  of t rans ac t ions  p urchas ing 
or s e lling t he  com p any’s  s t ock…  

In  ord e r t o  own m ore  Mira t i s t ock, while  s im ult ane ous ly 
c ircum ve n t ing Canad ian  s ha re  owne rs h ip  ru le s  and  t he  le ga l 
re q u ire m e nt s  t ha t  he  re p ort  h is  s ha re  owne rs h ip  t o  t he  SEC, 
Le wis  caus e d  Mira t i s ha re s  t o  b e  p urchas e d  in  t he  na m e s  of 
offs hore  s he ll e n t it ie s  t ha t  he  u lt im a t e ly con t rolle d . Sp e c ifica lly 
Le wis  a s ke d  one  of h is  e m p loye e s  t o  s e rve  a s  t he  re p ort e d  owne r 
of an  offs hore  e n t it y….  

Ad d it iona lly, Le wis , c aus e d  t he  c re a t ion  of an  offs hore  t rus t  ca lle d  
Ne wt on  Trus t , p u rp ort e d ly for t he  b e ne fit  of h is  grand d augh t e r, 
for p urp os e s  of p urchas ing Mira t i s ha re s . Alt hough  Le wis  wa s  not  
t he  na m e d  b e ne fic ia ry of t he  t rus t , he  cons id e re d  h im s e lf a s  t he  
b e ne fic ia l owne r of t he  s ha re s . As  p a rt  of t he  c re a t ion  of Ne wt on  
Trus t , Le wis  ad op t e d  a  “le t t e r of wis he s ,” which  re q u ire d  t ha t  t he  
t rus t  us e  it s  fund s  t o  p urchas e  Mira t i s t ock, and  s t ip u la t e d  t ha t  
Le wis  would  b e  cons u lt e d  ab ou t  d e c is ions  a b ou t  t he  Mira t i s t ock... 

In  a  fu rt he r a c t  of conce a lm e n t , Le wis  and  h is  co- cons p ira t ors  
d e lib e ra t e ly avoid e d  owning m ore  t han  4 .95 p e rce n t  of Mira t i’s  
s t ock in  e it he r J a s a ra  Inve s t m e n t s  or Ne wt on  Trus t  in  ord e r t o  
avoid  t he  SEC re p ort ing re q u ire m e nt s … 

On m ult ip le  ins t ance s , a  Tavis t ock finance  e xe cu t ive  working for 
Le wis  p rovid e d  Le wis  wit h  a  s p re ad s he e t  d is c los ing Le wis ’ t rue  
owne rs h ip  of Mira t i s ha re s  b y inc lud ing t he  s ha re  t ot a ls  
a s s oc ia t e d  wit h  J a s a ra  Inve s t m e n t s  a nd  Ne wt on  Trus t . 
None t he le s s , wh ile  t he  s e c re t  s p re ad s he e t  p rovid e d  t o  Le wis  

 
 

33 https://www.justice.gov/media/1307591/dl?inline   

https://www.justice.gov/media/1307591/dl?inline
https://www.justice.gov/media/1307591/dl?inline
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s t a t e d  t ha t  he  owne d  b e t we e n  24  and  29  p e rce n t  of Mira t i s t ock, 
Le wis  p ub lic ly s t a t e d  in  h is  SEC filings  t ha t  he  owne d  le s s  t han  20  
p e rce n t .” (p age s  14- 16) 

Unle s s  gove rnm e nt s  a lre ad y hold  in form a t ion  on  e ach  e nd - inve s t or up  t o  
t he  b e ne fic ia l owne r, t he y a re  re lian t  on  inve s t ors  t e lling t he  t ru t h  whe n  
t he y s e lf- d e c la re  t he ir hold ings . 
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7. Conclusion and policy 
recommendations 

 

Mos t  m one y laund e ring s che m e s  and  ot he r financ ia l c rim e s  ke e p  t aking 
p lace  unnot ice d , d e s p it e  t he  e s t ab lis hm e nt  of b e ne fic ia l owne rs h ip  
re gis t rie s . While  m ore  ve rifica t ion  and  re s ource s  for au t horit ie s  a re  
ne e d e d , t he  firs t  s t e p  s t a rt s  b y fixing t he  le ga l fram e work. Curre n t ly, t o  
s ave  cos t s  and  m ake  com p liance  e a s y, b e ne fic ia l owne rs h ip  fram e works  
a re  re q u iring in form a t ion  t ha t  is  e it he r t oo e a s y t o  c ircum ve n t  or t ha t  
d oe s  not  a llow for p rop e r che cks  t o  b e  d one . A com p re he ns ive  le ga l 
fram e work would  s e cure  s u ffic ie n t  in form a t ion  t o  id e n t ify a ll ind ivid ua ls  
who m ay t u rn  ou t  t o  b e  re le van t , a ft e r runn ing ad va nce d  ana lyt ic s  t o  
d e t e c t  und e c la re d  re la t ions h ip s  and  ot he r re d  flags .  

The  c ruc ia l change  ne e d e d  is  t o  re q u ire  a ll b e ne fic ia l owne rs  who m a y 
have  con t rol, owne rs h ip  or b e ne fit s  t o  b e  re gis t e re d  -  wit hou t  a p p lying 
t h re s hold s . Im p ort an t ly, t he  b urd e n  of ob t a in ing t h is  in form a t ion  a lre ad y 
e xis t s : t o  know who has  m ore  t han  25 p e r c e n t  d ire c t ly or ind ire c t ly, one  
m us t  firs t  know who has  a t  le a s t  one  s ha re  and  t he n  ad d  up  a ll t hos e  
ind ire c t  s ha re hold ings . Th is  c ruc ia l change  cou ld  b e  t he  ne ce s s a ry firs t  
s t e p  t o  t ip  t he  b a lance  on  t he  cu rre n t ly los ing b a t t le  aga ins t  illic it  
financ ia l flows . 

Mos t  of t he  p rop os a ls  of t h is  b rie f origina t e  from  t he  Tax J us t ice  
Ne t work’s  Road m ap  t o  Effe c t ive  Be ne fic ia l Owne rs h ip  Trans p a re ncy. Th is  
re p ort  ha s  e xp la ine d  why t he s e  p rop os a ls  a re  ne ce s s a ry.  

We  p rovid e  he re  a  s um m ary of t he s e  p rop os a ls : 

 
1. All le ga l ve h ic le s  s hou ld  fa ll wit h in  t he  s cop e  of re gis t ra t ion  -  wit hou t  

e xce p t ions . All t yp e s  of le ga l ve h ic le s  s hou ld  b e  s ub je c t  t o  b e ne fic ia l 
owne rs h ip  re gis t ra t ion  whe ne ve r t he y have  a  conne c t ion  t o  t he  
coun t ry (e g incorp ora t e d  loca lly, wit h  loca l op e ra t ions  or a s s e t s , or 
wit h  loca l p a rt ic ip an t s ). Th is  wa y, no  le ga l ve h ic le  will e s cap e  t he  
s c ru t iny of au t horit ie s . 
 

2. Ap p ly a  “ne ce s s a ry” d a t a  ap p roach , ra t he r t ha n  a  “s m a ll” d a t a  
ap p roach . The  b e ne fic ia l owne rs h ip  d e fin it ion  and  c rit e ria  t o  
d e t e rm ine  t he  b e ne fic ia l owne r s hou ld  ap p ly a  “ne ce s s a ry d a t a” 
ap p roach  ra t he r t han  a  “s m a ll d a t a” ap p roach , s o  t ha t  a ll ind ivid ua ls  
who a re  re la t e d  t o  a  le ga l ve h ic le  a re  id e n t ifie d  whe ne ve r t he y: 

 
a ) Have  con t rol, owne rs h ip  or d e rive  b e ne fit s  from  a  le ga l ve h ic le  
b ) Have  a t  le a s t  one  s ha re , vot e , righ t  t o  b e ne fit s , in t e re s t s  or 

e xp os ure  t h rough  fina nc ia l in s t rum e nt s  (ie  wit hou t  ap p lying 
t h re s hold s ); or  

c ) Have  con t rol via  ot he r m e ans  b a s e d  on  a  non- e xhaus t ive  lis t  
s uch  a s  p owe r of a t t orne y ove r t he  e n t it y or it s  a s s e t s . 
 

https://taxjustice.net/2023/02/07/roadmap-to-effective-beneficial-ownership-transparency-rebot/
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3. “Ne ce s s a ry” d e t a ils . In  ad d it ion  t o  b a s ic  id e n t it y d e t a ils  (nam e , 
ad d re s s , na t iona lit y, d a t e  of b irt h ), m ore  d e t a ils  s hou ld  b e  colle c t e d , 
s uch  a s : 
 
a ) Polit ica lly e xp os e d  p e rs on  (PEP) s t a t us   
b ) Tax re s id e nc ie s  and  na t iona lit ie s  (e g b a s e d  on  gold e n  vis a s ) 
c ) Id e n t it y of d ire c t  fam ily m e m b e rs  
d ) Price  or va lue  or re a s on  for b e com ing a  b e ne fic ia l owne r (e g p rice  

of t rans fe r of s ha re s ) 
e ) Source  of b e ne fic ia l owne rs h ip  (e g t rans fe r of s ha re s , 

ap p ort ionm e nt  a s  t rus t  b e ne fic ia ry) 
 

4 . Ob t a in  and  ve rify t he  fu ll owne rs h ip  cha in , up  t o  e ach  ind ivid ua l wit h  
a t  le a s t  one  s ha re . 
 

5. Charge  for ve rifica t ion . As  a  way t o  d is courage  com p le x owne rs h ip  
s t ruc t u re s  wit h  t oo m any la ye rs  and  s ha re hold e rs  (which  m a y inc re a s e  
cos t s  for t hos e  colle c t ing b e ne fic ia l owne rs h ip  in form a t ion), financ ia l 
in s t it u t ions  and  b e ne fic ia l owne rs h ip  re gis t rie s  s hou ld  b e  a llowe d  t o  
cha rge  fe e s  p e r la ye r and  p e r s ha re hold e r for any e n t it y t ha t  wis he s  t o  
b e  incorp ora t e d  or op e n  a  b ank accoun t . 

 
6 . Prop e r ve rifica t ion  re s p ons ib ilit ie s . Coun t rie s  s hou ld  t ake  an  ac t ive  

role  in  b e ne fic ia l owne rs h ip  re gis t ra t ion  and  ve rifica t ion  b y having t he  
b e ne fic ia l owne rs h ip  re gis t e r colle c t  in form a t ion  on  t he  fu ll owne rs h ip  
cha in  d own t o  e ach  b e ne fic ia l owne r wit h  a t  le a s t  one  s ha re , a s  we ll 
a s  c ros s - che cking d a t a  and  ap p lying ad vance d  ana lyt ic s  t o  d e t e c t  re d -
flags  (e g b a s e d  on  ind ivid ua ls ’ d e c la re d  incom e , ne ighb orhood , e t c ). 
Th is  wou ld  re d uce  cos t s  for fina nc ia l in s t it u t ions , wh ich  s hou ld  b e  
re q u ire d  t o cond uc t  ad d it iona l ve rifica t ion  (not  ge ne ra lly ava ilab le  t o  
au t horit ie s ) s uch  a s  che cking who ad m in is t e rs  t he  b a nk accoun t , 
wit hd raws  m one y from  an  ATM or from  whom  and  t o  whom  b ank 
t rans fe rs  a re  m ad e . 
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