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Refer to the study on exploiting legal structures for criminal activities: World bank / UNIDOC SATR, the puppet masters: how the corrupt use 
of legal structures to hide stolen assets and what to do about it, 2011

Financial Action Task Force FATF, The misuse of corporate vehicles, including trust and company service providers; 2006 - Financial Action 
Task Force FATF and Caribbean financial action task force CFATF, Money Laundering using trust and company service Providers, October 2010 
- Financial Action Task Force International (FATF), Guidance : Transparency and Beneficial Ownership, 2014, p. 3

OECD and IDB, A beneficial ownership implementation toolkit, 2019, p.4-5 

1 INTRODUCTION General Framework

No one can deny or contest the constructive and positive role played by companies and legal arrangements. 
In fact, they contributed to a large extent, to the economic growth, completion of projects and creation 
of wealth in a market based on private initiative and free investment. They constituted the structures or 
the framework that participated in accumulating capitals necessary to achieve investments and develop 
projects in various economic sectors within licit activities.

However, this constructive role does not conceal the dark side that economic establishments, particularly 
commercial companies and legal arrangements may have in facilitating the commission of criminal activities; 
these entities may be misused for criminal activities or used to benefit of criminal proceeds. Criminal actors are 
attracted to corporates and legal arrangements, as they can be exploited to conceal and/or obscure the illicit 
source of funds generated from various criminal activities e.g. bribery, tax evasion, theft, misappropriation 
of public/ companies funds, fraud, drugs and arms trafficking, smuggling, bankruptcy fraud, swindle….).  
Criminals may use these entities as channels to obscure and conceal the illicit and criminal source of funds, 
avoid the legal consequences of their actions and benefit of the proceeds of the crimes1 they commit.

Consequently, the more they can conceal and obscure such sources the more their attempt is successful. As 
well, the lack of transparency limits the ability of law enforcement authorities in identifying natural persons 
who are behind these entities and legal arrangements and thus prevent them from tracing, prosecuting and 
dissuading the actors of financial crimes and other proceeds generating offences. Accordingly, this becomes 
an incentive for the latter and a motivation for others to commit crimes and generate illicit proceeds2.  

Indeed, countries, authorities and international organizations acquired conviction that the lack of complete, 
accurate and current beneficial owner’s information that can be accessed promptly and in a timely manner, 
may be an incentive to commit money laundering and terrorism financing crimes, as this obscures the 
identity of criminals and suspects and conceals the real purpose of accounts held at banks or assets kept 
for the company or legal arrangement; additionally it obscures and conceals the source or use of funds and 
assets which are placed in the name of the corporate or legal arrangement.   

Therefore, the need to identify the beneficial owners of legal persons and legal arrangements emerged, as 
the more the information in relation to the company’s capital structure, beneficial owners of legal persons 
and legal arrangements, nature and type of activities and source of funds is provided and made available 
to the law enforcement authorities and other competent authorities in the State , enabling them identify 
natural persons involved in criminal activities and those who use legal entities or legal arrangement as front 
companies to conceal or obscure their illicit activities3, the less is the risk of misuse of legal persons and 
legal arrangements. 
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1.2  Objectives

The Ministry of Commerce and Industry (MOCI) developed this Guidance with the aim of reviewing and clarifying 
the concept of beneficial owner as stated by international standards, namely FATF Recommendations and  Qatar’s 
legislative framework, which is essentially the AML/CFT Law No. (20) (which was amended by Decree Law No. 
(19)  of 2021), its Implementing Regulations (Council of Ministers’ Decision No. (41) of 2019 Promulgating the 
Implementing Regulations of Law No. (20) of 2019 on Combating Money Laundering and Terrorism Financing, 
which was amended by Council of Ministers’ Decision No. (14) of 2021), the Unified Economic Register (UER) Law  
No. (1) of 2020 and its Implementing Regulations (Council of Ministers’ Decision No. (12) of 2020 Promulgating 
the Implementing Regulations of the United Economic Register issued by Law No. (1) of 2020) that is the 
subject of Part One.   

Part Two of the present Guidance aims to provide necessary assistance to Qatar’s DNFBPs in identifying the 
beneficial owner when taking Customer Due Diligence (CDD) measures for their customer as stipulated in 
Article (11) of the AML/CFT Law No. (20) of 2019, the Council of Ministers Decision No. (41) of 2019 Promulgating 
the Implementing Regulations of the AML/CFT Law, the Decision of the Minister of Commerce and Industry 
No. (48) of 2020 on the Promulgation AML/CFT Compliance Rules for Auditors, Dealers in Precious Metals or 
Precious Stones, Trust and Company Service Providers, AML/CFT Compliance Rules for Lawyers and AML/
CFT Compliance Rules for Real Estate Agents and Authorized Notaries issued by Decisions of Minister of 
Justice No.(24) and (25) of 2020 ( referred to hereinafter by Compliance Rules). 

According to Article 1 of the aforementioned rules, Due diligence measures signify A series of measures 
undertaken by Designated Non-Financial Businesses and Professions DNFBPs, which includes identifying 
the customer, verifying the customer’s identity using original documents, data or information from a reliable 
and independent source, establishing whether the customer is acting on behalf of another person, verifying 
that any person purporting to act on behalf of the customer is authorised to act on behalf of the customer 
and identifying and verifying the identity of that person, understanding the nature of the customer’s business 
or activity pattern, as well as the nature and purpose of the business relationship and identifying the legal 
form of the Customer, whether the customer is a natural or legal person or legal arrangement.

The provisions of Part Two of the present Guidance discuss the DNFBPs under the supervision of MOCI and 
MOJ (referred to hereinafter by supervised entities), as follows: 
 
1.   Real estate agents, when they are involved in transactions for a client concerning the buying and/or 

selling of real estate 

2.   Dealers in precious metals and dealers in precious stones when they engage in any cash transaction with 
a customer equal to or above fifty thousand QR (50,000 QR). 

3.   Authorized notaries, lawyers, accountants and auditors, whether sole practitioners, partners or employed 
professionals within professional firms when they prepare for, or carry out, transactions for their clients 
concerning the following activities: 
a- Buying and selling real estate; 
b- Management of client money, securities or other assets; 
c- Management of bank, savings or securities accounts;
d- Organization of contributions for the creation, operation or management of companies or other entities; 
e-  Creating, operating or management of legal persons or arrangements and buying and selling business 

entities. 

4.   Trust and company service providers when they prepare for or carry out transactions for a client 
concerning the following activities: 
a- acting as a formation agent of legal persons;

1.3  Scope

The UER Law No. (1) of 2020 requires legal persons and legal arrangements to disclose the identity of their 
beneficial owners and to keep the relevant information in a register that they shall keep for this purpose. 
Furthermore, said Law imposed this requirement as a condition for their registration, renewed or to make 
notation of any changes or amendments thereto. As well, the competent authorities must receive and gather 
the information disclosed by their registered or licensed legal persons and arrangements in the beneficial 
owners’ register and disseminate it afterwards to the UER.

Regarding the identification of the beneficial owner in the course of conducting CDD measures, the Law 
on combating money laundering and terrorism financing and its implementing regulations, adopts criteria 
for identifying the beneficial owner which differs depending on whether the entity (the customer) is a legal 
person or a legal arrangement.

Therefore, a definition and distinction between these two types, which are referred to in Part Two and Part 
Three of the present Guidance, must be made, knowing that they both form what is known by legal vehicles 
for money laundering.  

b-  acting as, or arranging for another person to act as, a director or secretary of a company, a partner of 
a partnership, or a similar position in relation to other legal persons;

c-  providing a registered office, business address or accommodation, correspondence or administrative 
address for a company, a partnership or any other legal person or arrangement;

d-  acting as, or arranging for another person to act as, a trustee of an express trust or performing the 
equivalent function for another form of legal arrangement;

e- acting as, or arranging for another person to act as, a nominee shareholder for another person. 

5.   Any other activity or profession set forth in a decision issued by the Council of Ministers upon the proposal 
of NAMLC.  

The success of any legislative system in identifying the beneficial owner relies on the success of the public 
and private sectors in engaging together in a participatory approach that is based primarily on the endeavour 
of financial institutions and DNFBPs to identify the beneficial owner of their customer when taking CDD 
measures. Additionally, it relies on the government quest to require legal persons and legal arrangements 
established in the state, to identify their beneficial owner through the obligation of disclosing their beneficial 
owner. Therefore, Part Three of the present Guidance is dedicated to the obligations of the legal persons, 
legal arrangement and the authorities entrusted with the power of approving their establishment, to collect 
and keep complete, accurate and current beneficial  owner’s information in relation to legal persons and 
arrangements established in the State and to make it available to public authorities, financial institutions 
and DNFBPs. 

This part of the Guidance is designed to help the competent department, i.e the administrative unit 
responsible for the commercial registration and licensing in the Ministry of Commerce and Industry,  
which is in charge of maintaining  the UER, the Regulatory Authority for Charitable Activities (RACA) , the 
General Authority for Islamic Affairs and Endowments and other competent authorities in the State that are 
responsible for the registration of legal persons or legal arrangements, understand the obligations that 
they assume by virtue of Article (45) of the AML/CFT Law as amended by Decree Law No. (19)  of 2021) and 
the UER Law No. (1) of 2020. 

Besides, this Guidance allows the above mentioned entities to provide necessary clarification to their licensed 
or registered commercial companies, NPOs, endowments and other legal persons and arrangements, 
in relation to the obligations imposed on them, for the purposes of identifying their beneficial owner and 
disclose relevant information as stipulated in the Law.    
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1.3.1 
 

Concept of Legal Person

The legal person is any entity, other than a natural person, which is capable of conducting a permanent business 
relationship with a financial institution or of gaining ownership of assets. This includes companies, institutions, 
foundations, or any relevantly similar entity4. The legal person is any person other than a natural person5 that has: 
1.  Separate assets,  
2.  Legal capacity within limits defined by its founding constitution or as provided by law,   
3.  The right to litigate, 
4.  A separate registered office (headquarters),   
5.  Its own nationality.

Therefore, shall be considered as legal persons, commercial companies (except Particular Partnership 
Company6), Partnership Company, Limited Partnership Company, Public Shareholding Company, Private 
Shareholding Company, Limited Company by Shares and Limited Liability Company7, which accede to legal 
personality after their declaration in accordance with the provisions of the law8. The category of “legal 
persons” includes also, civil Companies9 like law firms10, as well as Investment funds, since Law No.(25) 
of 2002 stipulates “each fund shall have a legal personality and its own assets and properties that are 
independent from the founder.”11

Moreover, legal entity include Non- Profit Organization, which means any legal entity or person, legal 
arrangement or organization, which collects or disburses funds for charitable, religious, cultural, educational, 
social or fraternal purposes; or for the carrying-out of other types of charitable works for the public benefit12. 
Non-Profit Organization13 include: 

•     Private Foundations for Public Benefit: The Private Foundation for the Public Benefit is an entity established 
by one or more natural or juristic persons for the purpose of achieving one or more objectives for the 
public benefit. The Foundation shall have a legal personality and be financially Independent14.

•     Private Charity Associations and Foundations: Charity Association is an association that comprise natural 
or legal persons to carry out charitable or humanitarian activity, without seeking financial gain or engaging 
in political matters. Private Foundation is every private entity that comprise one or more natural or legal 
persons to carry out charitable or humanitarian activity for an unlimited period, without seeking financial 
gain or engaging in political matters15. Private Charity Associations and Foundations shall have the legal 
personality upon the completion of the registration and declaration process under the relevant law16.

•     Private Associations and Foundations: every association that comprise one or more natural or legal 
persons to conduct social, cultural, scientific, educational or professional, without seeking financial gain 
or engaging in political matters. The Private foundation is every foundation formed by one or more natural 
person or legal persons to conduct act(s) of good deeds, public or private benefit for an unlimited period, 
without seeking financial gain or engaging in political matters17. Private Associations and Foundations 
shall have a legal personality upon the completion of their registration and declaration process in 
conformity with the relevant law18.

Article (1) AML/CFT Law No. (20) of 2019. Under the glossary of FATF Methodology 2019: Legal persons refers to any entities other than 
natural persons that can establish a permanent customer relationship with a financial institution or otherwise own property. This can 
include companies, bodies corporate, foundations, partnerships, or associations and other relevantly similar entities.

Article (54) of the Civil Code 

Article (53) of the Commercial Companies Law stipulates that the Particular Partnership Company is a concealed company that shall not 
produce any effects against the right of others and shall not enjoy a legal entity. It shall not also be subject to any of the declaration procedures. 

Commercial Companies Law, Article (4) of Law No. (11) of 2015.

Commercial Companies Law No. (11) of 2015 Article (8).

Article (53) of the Civil Code No. (22) of 2004. 

Article (17) of Law No. (23) of 2006 Regarding Enacting the Code of Law Practice.  

Articles (1) and (6) of Law on Investment Funds No. (25) of 2002. 

Article (1) of AML/CFT Law No. (20) of 2019 and Article (1) of Law No. (15) of 2014 Law Regulating Charitable Activities as amended by Law 
No. (4) of 2020.

UER Implementing Regulations Article (1). 

Article (2) Decree Law No (21) of 2006 Regarding Private Foundations for Public Benefit.

Article (1) of Law No. (15) of 2014 Regulating Charitable Activities as amended by Law No. (4) of 2020.

Articles (14) and (36) of Law No. (15) of 2014 Regulating Charitable Activities as amended by Law No. (4) of 2020.

Article (1) of Decree Law No (21) of 2020 on Private Associations and Foundations.

Articles (9) and (44) of Decree Law No (21) of 2020 on Private Associations and Foundations.

Article (1) AML/CFT Law No. (20) of 2019

FATF Methodology 2019 -glossary. Settlors are natural or legal persons who transfer ownership of their assets to trustees by means of a 
trust deed or similar arrangement.

Hague Convention of 1st of July 1985 on the Law Applicable to Trusts and on their Recognition A trust has the following characteristics: 
a) the assets constitute a separate fund and are not a part of the trustee›s own estate; 
b) title to the trust assets stands in the name of the trustee or in the name of another person on behalf of the trustee; 
c) the trustee has the power and the duty, in respect of which he is accountable, to manage, employ or dispose of the assets in accordance   
    with the terms of the trust and the special duties imposed upon him by law. 
The reservation by the settlor of certain rights and powers, and the fact that the trustee may himself have rights as a beneficiary, are not 
necessarily inconsistent with the existence of a trust.

Inter-american development bank, Regulation of Beneficial Ownership in Latin America and the Caribbean, November 2017, Technical Note 
IDB-TN-1341.  DC.https://publications.iadb.org/handle/11319/8646?locale-attribute=en.

Financial Action Task Force International (FATF), EGMONT GROUP, 2018, “Concealment of Beneficial Ownership.”, p. 23

1.3.2 
 

Concept of Legal Arrangements

Legal Arrangements include express trusts or any other similar arrangements19: 

•     Express trusts: the settlor’s20 will for the creation of a trust is explicit and is neither implicit nor the result 
of the application of a law. Articla 1 of the AML/CFT law defines the express trust as a legal relationship 
that does establish a legal personality, created by a written deed , whereby a person places funds under 
the control of a trustee for the benefit of one or more beneficiaries or for a defined purpose .

•     Similar arrangements: they include similar legal vehicles, which are provided for in some comparative 
legal systems e.g.: fideicomiso in the Spanish Law, Fiducie in the French Law or Treuhand in the German Law. 

The term “Trust” refers to the legal relationships created - inter vivos or on death - by a person, the settlor, 
when assets have been placed under the control of a trustee for the benefit of a beneficiary or for a specified 
purpose21. A trust is also a structure in which a person (the settlor) transfers assets to another person (the 
trustee ) who manages the entrusted assets following the settlor’s instructions, but  for  the  benefit  of  the  
beneficiaries  either persons named by the settlor to receive income or the entrusted assets at some point, or 
a defined class of unnamed persons22.

Trusts can be used to achieve varying objectives, including:

1.  transferring the administration of an asset to a third party to organise an inheritance,
2.  protecting assets for children, classes of family members or vulnerable adults, 
3.  managing in common an asset for a pool of corporations,
4.  financing charity through an intermediary gathering funds ,
5.   investing money with the view to finance an important expense in the future (e.g. education fees or 

retirement)23.

6 7



As well legal arrangements can take the form of “Waqf24”/ endowment which is the “dedication of a specific 
property from which benefit may be taken, and it can have any of the following types25: 

1.  Charitable Endowment is that in which the benefits are dedicated to a charitable cause at the outset,
2.   Family Endowment is that in which the endowment is for the actual endower, his progeny, or both, or to 

any other person or persons, their progeny, or all of them, with the provision that it will terminate in all 
cases with a specific charitable cause.

3.  Joint Endowment is that in which the benefits are dedicated to both a charitable cause and a family.  
4.  Bequest of a charitable, family or joint endowment.

Bequest of acts of kindness are considered as endowments unless the testator stipulates otherwise.

After clarifying the difference between the concept of legal arrangement and legal person, another substantial 
difference exists between these two concepts at the structure level. The structure of the legal person consists 
of shareholders who are legally equal. The structure of the trusts is more complex as it consists of contracting 
parties who don’t have the status of shareholders but are instead parties who conduct various contractual 
roles and have diverse rights and obligations.

24

25

26

Article (1) of the Implementing Regulations of the UER Law No. (1) of 2020

Article (5) of Law No. (9) of 2021 on Endowments 

OECD and IDB. A beneficial ownership implementation toolkit, 2019. P.12.

Difference in the Control Structure between a Company and a Trust26 

2 THE CONCEPT OF 
BENEFICIAL OWNER

Shareholders 

Company

 Trustee Settlor

 Beneficiary  Protector

Trust
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To understand what beneficial owner means, one must refer to the international definition adopted by FATF27: 
“Beneficial owner refers to the natural person(s) who ultimately28 owns or controls a customer and/or the 
natural person on whose behalf a transaction is being conducted. It also includes those persons who exercise 
ultimate effective control over a legal person or arrangement29”.

Qatari laws adopted these Recommendations or international standards as in the following provisions:

-   Article (1) of Law No. (20) of 2019 on Combating Money Laundering and Terrorism Financing defined the 
beneficial owner as: “the natural person(s) who ultimately owns or controls a customer and/or the natural 
person on whose behalf a transaction is being conducted. It also includes those persons who exercise 
ultimate effective control over a legal person or arrangement”.

-   Article (1) of the Implementing Regulations of the aforesaid law, defined the beneficial owner as: “the natural 
person who ultimately owns or controls a customer, through ownership interest or voting rights, or the 
natural person on whose behalf a transaction is being conducted, whether by proxy, trusteeship or mandate, 
or by any other form of representation. It also includes any person who exercises ultimate effective control 
over a legal person or arrangement, including any person exercising ultimate effective control by any means”.

-   Article (1) of Law No. (1) of 2020 on the Unified Economic Register defined the beneficial owner as: the 
natural person(s) who effectively and ultimately owns or controls a legal person or legal arrangement, 
or the natural person on whose behalf transactions are being conducted. It also includes any person who 
exercises ultimate and effective control over a legal person or legal arrangement.  

When referring to this definition, the following basic remarks can be made:
 
•   The concept of beneficial owner, effective beneficiary, real owner or ultimate beneficial owner differs 

fundamentally from the traditional and legal definition of legal owner. The beneficial owner is the natural 
person(s) who exercises effective control over the legal person or legal arrangement, or who benefits from 
it in the actual and economic sense of the word. 

•   The concept of beneficial owner focuses on the control that entitles use of assets or entity irrespective of 
the legal ownership. The simple example provided below, can demonstrate the difference between the legal 
owner and the beneficial owner.    

•   The beneficial owner can only be a natural person: the beneficial owner is always a natural person, 
whether one individual or several natural persons, each one of them shall be a beneficial owner30. 

•   A legal person cannot by definition be a beneficial owner and the structure of the legal person or legal 
arrangement must be scrutinized to identify its beneficial owner: DNFBPs must adhere to the principle 
of tracking the chain until identifying the natural person who is the beneficial owner of the legal person or 
legal arrangement, since a natural person shall necessarily have the ultimate control over any legal entity 
or legal arrangement.

•   A natural person may acquire the status of beneficial owner by direct or indirect means: acquiring the 
status of beneficial owner in a direct manner, occurs when the shareholder in a company holds a certain 
percentage of the capital31 that gives said natural person control over the company or legal person. It is a 
simple and clear case and does not raise any practical issue.

27

28

29

In addition to FATF, various international bodies, agencies and organizations adopted initiatives that promote and enhance the transparency 
of legal persons and legal arrangements. In 2013, the G8 Summit at Lough Erne issued a Declaration on agreed principles in relation to the 
beneficial owner, which came in line with FATF Recommendation. As well the G8 published a workplan based on the practical steps that 
should be adopted to enhance transparency. 

In 2014 the G20 endorsed 10 high level and core principles on beneficial ownership transparency which are as follows- Countries should have a 
definition of beneficial owner- assess and mitigate risks- collect beneficial ownership information- ensure timely access to beneficial ownership 
information- trusts should maintain beneficial ownership information- ensure timely access to beneficial ownership of trusts-financial 
institutions and DNFBPs-cooperate  effectively domestically and internationally- ensure beneficial ownership information is accessible to tax 
authorities and combat tax evasion – ensure bearer shares and nominee shareholders or nominee directors are not misused. 

Transparency International applied these principles to assess countries between 2015 and 2018 and it issued two reports in this regard: 

-  Transparency international, Just for show? Reviewing G20 promises on beneficial ownership, 2015. 
-  G20 Leaders or laggards? Reviewing G20 promises on ending anonymous companies, 2018. 
-  EITI issued an international transparency standard in relation to BO for extractive industries 

The Extractive Industries Transparency Initiative (EITI) stand

Reference to ultimately owns or controls” and “ultimate effective control” refer to situations in which ownership/control is exercised through 
a chain of ownership or by means of control other than direct control

FATF definition of beneficial owner is the internationally accepted definition. The AEOI standard and the EOIR standard issued by OECD, both 
adopted said definition.

Partner /Shareholder “A” is the only 
shareholder in a Limited Liability  
Company formed by one person.  
(Article (263) of the Commercial  

Companies Law) called company “B”

Company “B” holds 95% of the 
capital of company “C”

In company “C”:  the legal owner is 
company “B” (95 %) 

Company “B” is a limited  
liability company formed by 

one person 
Company “C”

However, the ultimate and effective beneficial owner of company “C” is the shareholder “A”  

30

31

World Bank/ UNIDOC SATR: The puppet masters: how the corrupt use of legal structures to hide stolen assets and what to do about it, 2011, 
p. 19. 

The Qatari law set the said ratio at 20% as described under Part Two and Part Three of the present Guidance.
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However, things are different when the control over the company or legal person is indirect; in other words, 
the indirect control takes place via a chain of participations in companies, where each of them forms a 
layer through which the natural person exercises ultimate control over the company or legal person. In this 
case, a chain of companies, in which the beneficial owner holds shares or that sequentially hold shares in 
each other’s, is inserted between the company or legal person that is subject to the control and the natural 
person who is the ultimate beneficial owner32 and has ultimate control over the company or legal person.

•   In case of indirect control, companies that form the layers may constitute vehicles or tools used to hide the 
direct ownership. The following example describes the indirect control by comparing it with the direct control.

An important consideration to keep in mind is that determining the beneficial owner is independent of the 
beneficial owner’s nationality or place of residence. Determining the beneficial owner relies on objective 
criteria that are based on the ownership and control (in economical and factual terms and not legal terms) 
and regardless of the beneficial owner nationality, place of residence or any similar personal criteria44. 

32

44

OECD and IDB. A beneficial ownership implementation toolkit. 2019 p.3 

Financial Action Task Force International (FATF), Guidance : Transparency and Beneficial Ownership, 2014, p. 17-18

Holds 80% of the capital of company “C” Holds 70% of the capital of company “B”

CompanyCompanyShareholder “A”

Shareholder “A” is the beneficial owner of company “C” ( the company that is subject to the control) 
although the shareholder does not have any direct share in its capital, the shareholder has met the 
definition of beneficial owner in an indirect way, since said shareholder holds 70% of the capital of 

the company “B” which in its turn holds up to 80% of the company “C”

Example of  
Indirect Control 

over a Legal 
 Person  

Holds 70% of the capital of company “B”

CompanyShareholder “A”

Shareholder “A” acquired the status of beneficial owner of company” B” since the 
shareholder is the direct and personal owner of 70% of the capital of said company

Example of Direct 
Control over a  
Legal Person

The ability to conceal and obscure in this case would be high due to two main factors:

Firstly: Multiple layers formed by companies or legal persons that are inserted between the natural person 
(beneficial owner) and the company that is subject to the control. 

Secondly: the existence of the inserted companies or legal persons that form the layers, in various  
jurisdictions and countries, where most of the time the level of transparency is low and which lack of  
effective disclosure and information sharing systems.

When the ability of concealment would be high?

33

34

35

36

37

38

FATF Guidance, Transparency and beneficial ownership, October 2014, p. 16-17 – World bank / UNIDOC SATR, The puppet masters: how the 
corrupt use of legal structures to hide stolen assets and what to do about it, 2011, p.51 – 3 - Financial Action Task OECD and IDB, A- Force 
International (FATF). 2019. “Best practices on beneficial ownership for legal persons”, p.62-63-64 beneficial ownership implementation 
toolkit, 2019, p. 5-6

In FATF Methodology -2018 glossary, bearer shares refer to: “negotiable instruments that accord ownership in a legal person to the person 
who possesses the bearer share certificate

Financial Action Task Force International (EGMONT GROUP). 2018 Concealment of Beneficial Ownership p.36 

Unlike nominal shares which hold the name of their owners and traded upon registration with the shareholders register 

Unlike nominal shares

Recommendation 24 Criterion 11 FATF Methodology for Assessing Technical Compliance with the FATF Recommendations and the 
Effectiveness of AML/CFT Systems

Instruments and mechanisms that may contribute to conceal and 
obscure the beneficial owner and the appropriate way to address them.
 
Some legal mechanisms and instruments may contribute towards concealing and obscuring the beneficial 
owners, which is essentially the case of bearer shares, nominee shareholders and nominee directors33.

Bearer Shares34: They are shares that do not indicate the name of their owners but hold instead 
the term “to the bearer”. Consequently, the person that has physical possession of the share shall be 
considered as its owner by the company; additionally, bearer shares are are traded by simple transfer of 
material possession. Ownership and control of bearer shares is transferred by way of physical exchange 
alone, like cash and negotiable instruments, as no record of the exchange needs to be documented or 
reported35, which contributes towards concealing and obscuring the identity of the beneficial owner. In this 
type of shares, the originating company won’t be able to identify the shareholder36, but it shall have the 
opportunity to identify the owner of the share during the general assembly or upon the distribution of the 
dividends when the person who possesses the share presents the share which is in the form of a written 
document, either to attend the General Assembly and participate in the voting on the decisions of the 
General Assembly or to claim dividends to be distributed. As well, the company that issues the share shall 
not be informed of any transfer of such type of shares37. 
 
Bearer share constitutes a risk as it breaches the transparency requirements and can be used for money 
laundering and terrorism financing purposes; Indeed, the bearer share is considered equivalent to cash since 
it can be traded by way of physical or material transfer. Thus the competent authority cannot identify the 
person who has ultimate control over the legal person. 

To address the risk of misuse of bearer shares for money laundering and terrorism financing purposes, 
Recommendation 24 stated” Countries that have legal persons able to issue bearer shares or bearer share 
warrants should apply one or more of the following mechanisms to ensure that they are not misused for 
money laundering or terrorist financing: 
(a)  prohibiting bearer shares and share warrants; or
(b)   converting bearer shares and share warrants into registered shares or share warrants (for example 

through dematerialization); or 
(c)   immobilizing bearer shares and share warrants by requiring them to be held with a regulated financial 

institution or professional intermediary; or 
(d)   requiring shareholders with a controlling interest to notify the company, and the company to record their 

identity; or
(e)  using other mechanisms identified by the country38. 
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The relevant law of the State of Qatar adopted the first option and prohibited the bearer shares as Article (46) 
of Law No.(20) of 2019 on Combating Money Laundering and Terrorism financing stated expressly “No legal 
person established in the State shall issue bearer shares”; as well Article (154) of the Commercial Companies 
Law No.(11) of 2015 stipulated that” The shares of the company incorporated in Qatar shall be nominal” which 
means that bearer shares are prohibited under the Commercial Companies Law.

Nominee Shareholder and Nominee Director

These legal techniques and instruments are known in some Anglo-Saxon countries and fall under nominee 
arrangements. 

In general, nominee arrangements refer to the situations where a nominee occupies a management or ownership 
position on behalf of an unnamed person, who may be involved in grand schemes corruption or criminal activities39, 
as well nominee arrangements pose significant obstacles to the usefulness of commercial registry.

Nominee shareholders or nominee directors fall under legal arrangements. 
•   A nominee shareholder is registered as shareholder but holds shares for the benefit of another person and 

acts upon the instructions and guidance of the latter by virtue of a written agreement or other, concluded 
with the real owner of the share.

•   A nominee director is the natural person who is registered as the director of the company, but he runs 
said company, directly or indirectly, by virtue of an agreement concluded with the person(s) who ultimately 
owns control over the company and based on that person(s) instructions and guidance. In both cases the 
nominator is the real and effective owner of the share who ultimately owns control over the company40. 

In legal terms, the nominee director and nominee shareholder shall oversee the management of the company; 
they accept and observe any legal obligations associated with their status as nominee director or nominee 
shareholder and as required by the relevant laws where the company is established. The relationship between 
the nominee shareholder or nominee director and the real shareholder or real director is governed by a trust 
or a contract concluded between the two parties.    

Nominees arrangements are not intrinsically illicit, and nominee shareholder and nominee director may be 
used to shield the nominator from public disclosure requirements namely those in relation to companies listed 
in the stock exchange or to meet legal requirements of the country in which the company is incorporated, 
such as requirements for companies to have a director residing domestically41.

Nevertheless, nominee directors and nominee shareholders may be utilised to conceal and obscure the 
beneficial owner, to avoid the application of the state’s legislation that imposes restrictions on foreign 
ownership of companies or places restrictions on foreigner’s business activities. As well nominee director 
may be utilized to circumvent legal provisions that prohibit a person who has been convicted of a criminal 
offense42 from managing the company.
 
To ensure that nominee directors and nominee shareholders are not misused for money laundering and 
terrorism financing, Recommendation 24 mentions that: “Countries that have legal persons able to have 
nominee shares and nominee directors should apply one or more of the following mechanisms to ensure they 
are not misused: 
1.   requiring nominee shareholders and directors to disclose the identity of their nominator to the company 

and to any relevant registry, and for this information to be included in the relevant register; 
2.   requiring nominee shareholders and directors to be licensed, for their nominee status to be recorded 

in company registries, and for them to maintain information identifying their nominator, and make this 
information available to the competent authorities upon request; or 

3.   using other mechanisms identified by the country43».

The State of Qatar implemented the first option; nominee shareholders and nominee directors must identify 
their nominator. Article (46) of the AML/CFT Law No. (20) of 2019 stipulates that “nominee shareholder 
and nominee directors must disclose the identity of their nominator to the legal person of which they are a 
shareholder or director and to the concerned supervisory authority.

If the nominator is a legal person, nominee shareholders and directors must disclose the identity of the 
beneficial owner/s of the nominator”. 
In other words, the nominee shareholder or nominee director must inform the competent department of 
the Commercial Registry( the supervisory authority) and the company of their status and role as nominee 
shareholder or nominee director and disclose the identity of their nominator who owns or holds the ultimate 
control over the company. On the other hand, if the nominator is a legal person, the nominee shareholder or 
nominee director must disclose the identity of the beneficial owner(s) of the nominator. 

Nominee Shareholder and Director

39

40

41

Financial Action Task Force International (FATF), Guidance: Transparency and Beneficial Ownership, 2014, p. 17

Financial Action Task Force International (FATF), EGMONT GROUP, 2018, Concealment of Beneficial Ownership.”, p. 36-37

Financial Action Task Force International (FATF), EGMONT GROUP, 2018, Concealment of Beneficial Ownership.”, p. 37
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Article (97) of the Commercial Companies Law “The member of the board of directors shall not have been previously convicted of a criminal 
punishment, a dishonourable or honesty offence, of one of the crimes mentioned in Articles (334) and (335) of this Law, or he has  been 
adjudged to be bankrupt, unless he has been rehabilitated ». 

Other types of declaration measures can also be useful to prevent the misuse of nominee shareholder and director arrangements. For example: 

a)  Where the nominator is a legal person, countries should consider requiring disclosure of the identity of any natural persons who own or 
control the nominator. 

b)  Where a director is a legal person, countries should consider requiring at least one director to be a natural person, or the provision of 
information of any natural person who controls the director.

c)  TCSPs often serve as nominee directors and shareholders as a way to ensure that the names of the entity’s beneficial owners are not 
recorded.37 TCSPs are required to be subject to AML/CFT obligations and should be supervised (Recommendations 22 and 28), including 
for CDD which includes beneficial ownership information, Where nominee services are commonplace, a country should consider a 
licensing regime for nominee shareholders and directors. Such a regime would require the licenced nominee to maintain information on 
the person on whose behalf they are acting.

d)  Criminals often use informal nominee arrangements whereby friends, family members or associates purport to be the beneficial owners 
of corporate vehicles. This can be particularly challenging given the informal and private nature of such arrangements. This issue can be 
addressed by placing obligations on the nominee to disclose to the company registry the identity of the person on behalf of whom they 
are acting and imposing sanctions for false declarations.

e)  Measures to complement disclosure, such as increased accountability or awareness of accountability, to deter the misuse of such 
arrangements
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In order to ensure the compliance with the requirements of Article 46 aforementioned, the Decree-Law 
No. (19) of 2021 amending some provisions of Law No. (20) of 2019 on combating Money Laundering and 
Terrorism Financing, provides a penalty for violating the provisions contained in article 46 therein and related 
to the obligation of disclosing the nominator of nominee shareholder and nominee director. Indeed, an Article 
87 bis was added to the aforesaid Law, which stipulates « any person who intentionally contravenes the 
provisions stipulated in paragraphs 2 and 3 of article 46 of this Law, shall be sentenced to imprisonment for 
a term not exceeding one year, and a fine not more than (100.000 QR) one hundred thousand Qatari Riyals, or 
one of these two penalties.

Furthermore, an article 18 bis was added to Commercial Companies Law promulgated by Law No. (11) of 
2015, by virtue of Law No. (8) of 2022, which provides that «In implementation of the AML/CFT requirements 
stipulated in the Law on Combating Money Laundering and Terrorism Financing referred to above, the Minister 
shall issue regulatory decisions that determine the following: ....

4.   The Disclosure procedures that nominee shareholders and nominee directors are required to apply in order 
to disclose, to the commercial company and the Ministry, the identity of their nominator on whose behalf 
they are acting.” 

Additionally, by virtue of the Decision of the Minister of Commerce and Industry No. (2) of 2022 on the 
Implementation of the AML/CFT Requirements related to Commercial Companies, the procedures for 
disclosing the nominator of nominee shareholder and nominee director, were determinated (in article 11 
and 12 of the said decision). The identity of the nominator of nominee shareholder and nominee director, his 
role and status, shall be disclosed to the competent department responsible for the commercial registry and 
to the company,  so that the competent department and the company are informed about the  identity of the 
actual owner or real controller who named them. If the nominator is a legal person, nominee shareholders 
and Directors must identify all beneficial owner(s) of the nominator. 

Moreover, article 13 or the Decision of the Minister of Commerce and Industry No. (2) of 2022 on the 
Implementation of the AML/CFT Requirements related to Commercial Companies, requires commercial 
Companies to  maintain all information, documents and files related the disclosure of the Nominee Director 
or Nominee Shareholder, and any amendments or changes made thereto in the register of members or 
shareholders, as the case may be, and shall ensure they are adequate, accurate and up-to-date. 
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3 IDENTIFYING THE 
BENEFICIAL OWNER BY 
SUPERVISED ENTITIES 
WHEN CONDUCTING CDD 
MEASURES.

Under FATF Recommendations 10 and 22, DNFBPs must undertake CDD measures to identify the beneficial 
owner of their customers: 

Recommendation 10: Customer Due Diligence CDD (extracts) 

The CDD measures that DNFBPs must undertake are as follows: 

(a)   Identify and verify customer’s identity using reliable, independent source documents, data or information. 

(b)  I dentify the beneficial owner and take reasonable measures to verify the identity of the beneficial 
owner, such that the financial institution is satisfied that it knows who the beneficial owner is. For 
legal person and legal arrangements, financial institutions must understand and obtain information 
on customer’s control and ownership.

 
Article (11) of the AML/CFT Law No. (20) of 2019 imposes on the DNFBPs the obligation of undertaking CDD 
measures to identify their customers, determine the beneficial owner and take reasonable measures to verify 
their identities using reliable, independent source documents, data or information  until they are satisfied that 
they know who the beneficial owner is.    

Article (11) of the AML/CFT Law 

Financial institutions and DNFBPs, shall take customer due diligence measures, which includes taking 
procedures to identify their customers, whether permanent or occasional, and verify their identities using 
reliable, independent source documents, data or information. These procedures shall consist of: 
1.   Identifying any person acting on behalf of the customer, checking his identity and verifying that he is 

authorized thereto, pursuant to the relevant applicable rules.
2.   Identifying the beneficial owner, and taking reasonable measures to verify his identity, using reliable, 

independent source documents, data or information until they are satisfied that they know who the 
beneficial owner is. 

3.   Obtaining information on, and understanding, the purpose and nature of the business relationship or the 
transaction. 

4.   For customers that are legal persons or legal arrangements, identifying the nature of the customer’s 
business, his ownership and control structure, and the beneficial owner. 

When financial institutions and DNFBPs are unable to comply with these measures or when they discover that 
the customers’ data obtained is obviously fictitious or inadequate, they shall not open a bank account, initiate 
or maintain a business relationship, or carry out any transaction; and shall, when necessary, report to the Unit 
any suspicious transactions related to the customer. 

The Implementing Regulation shall set forth the required CDD measures to be taken, including standards 
related to the identification and verification of beneficial owners.

Obliged entities are required to ensure that appropriate policies, procedures, systems and controls are put in 
place and implemented to deliver compliance with the applicable legal and regulatory requirements, including 
those in relation to beneficial ownership of legal persons and legal arrangements.
In all cases, Obliged Entities must know their customer in a certain degree of detail and to the extent required 
by the customer›s risk profile and in line with the risk-based approach.  
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Article (4) of the Implementing Regulations of the AML/CFT Law : « Financial Institutions and DNFBPs shall, when identifying risks pursuant 
to the above Article, consider the risks identified in the National Risk Assessment, in addition to the following factors: 1. risk factors related 
to customers, beneficial owners of customers, and the beneficiaries of customers’ transactions….. »  

Article (27) of the Implementing Regulations of the AML/CFT Law : Financial institutions and DNFBPs shall develop appropriate risk-
management systems to determine whether the customer or the beneficial owner is a politically exposed person, or a family member or 
close associate of such PEP, and shall take the following additional due diligence measures in relation to them: 

1.  Obtaining senior management approval for establishing, or continuing for existing customers, such business relationships. 

2.   Taking reasonable measures to establish the source of wealth and source of funds of customers and beneficial owners of customers 
identified as politically exposed persons, or family members or close associates of such PEPs. 

3.  Conduct enhanced ongoing monitoring of the business relationship.

The Law No. (27) of 2019 Promulgating the Law on Combating Terrorism refers at various occasions to:  the person who owns or has 
control over the entity or its funds, which refers to the beneficial owner of the entity or funds e.g : 

-   Article (1) which defined the funds of a designated person or entity as:1- «All funds owned or controlled by the designated person or 
entity, and not just those that can be tied to a particular terrorist act, plot or threat of proliferation of weapons of mass destruction. 2. 
Funds that are wholly or jointly owned or controlled, directly or indirectly, by designated persons or entities. 3. Any other funds 
acquired or generated from funds owned or controlled, directly or indirectly, by designated persons or entities…. ».

   -Article (32): «The designation shall include any entity owned or controlled, directly or indirectly, by a designated person or entity 
pursuant to this Article, or any person or entity acting on their behalf, or at their direction ».

-   Article (39): «government authorities, financial institutions, DNFBPs, NPOs and other relevant authorities shall freeze all the funds of the 
person or entity designated by the Security Council or the Sanctions Committee, or all the funds of the person or entity designated by the 
Public Prosecutor». Article (39) stipulates as well: «No person or authority provided for in the preceding paragraph shall provide, receive 
from, or engage in any transactions involving any relevant funds or financial services or other related services, directly or indirectly, 
wholly or jointly, for the benefit of designated persons or entities, or for entities owned or controlled directly or indirectly by the 
designated persons or entities; or for the benefit of persons and entities acting on their behalf or at their direction, except with a 
prior authorization from the Public Prosecutor upon the proposal of the NCTC. 

-   Whenever any of the designated persons or entities, or entities owned or controlled directly or indirectly by the designated persons 
or entities, attempt to conduct any financial transaction or other related services, the persons and authorities stipulated in the first 
paragraph of this Article, shall freeze the funds transferred for the benefit of the designated persons and entities, upon completion of the 
transaction, and promptly notify the NCTC in writing, to take the appropriate actions.

This includes CDD measures for the identification of, and where appropriate the verification of identify of, relevant 
parties to a business relationship, including Ultimate beneficial owners. This also extends to scenarios where the 
customer is acting on behalf of another person, and where the customer is a legal person or legal arrangement.

Identifying Beneficial owner is also related to the compliance to various requirements imposed by the AML/
CTF law, namely: 

-   Identifying the risk factors related to customers which imply understanding the customer’s ownership when 
the customer is a legal person and identifying the beneficial owner of the customer45. 

-   Developing appropriate risk-management systems to determine whether the customer or the beneficial 
owner of said customer is a politically exposed person, or a family member of close associate of such PEP 
and take additional due diligence measures in relation to them46. 

As well, the implementation of the targeted financial sanctions requires understanding the company’s 
ownership structure and identifying the person who has control, directly or indirectly, which refers us back to 
the concept of the beneficial owner47.  

Besides, Article (15), (16) and (17) of the AML/CFT Implementing Regulations issued by Council of Ministers 
Decision No. (41) of 2019 provided for the necessary to identify the beneficial owner based on the legal form 
of the customer whether the latter is a natural person, legal person or arrangement. 

3.1 Criteria to Identify the Beneficial Owner of 
Natural Persons

The concept of beneficial owner comprises the natural person on whose behalf a transaction is being 
conducted whether by proxy, procuration mandate or by any other form of authorization i.e. the natural 
person on whose benefit and behalf a transaction is made even where that person does not have actual or 
legal ownership or control over the customer. In this case the natural person would be the beneficiary or the 
beneficial owner of the transaction48.  This type of beneficial owner presents an evident interest particularly 
in terms of CDD undertaken by DNFPBs. In fact, these supervised entities must focus on individuals that are 
central to a transaction being conducted even if the transaction has been deliberately structured or tailored in 
a way to avoid that the natural person appears controlling the customer. The only thing that matters is that 
the natural person is profiting from the transaction and he is the beneficial of it.

3.2 Criteria to Identify the Beneficial Owner of 
Legal Persons

Article (15) of the Implementing Regulations of the AML/CFT Law and Article (55) of the AML/CFT Compliance 
Rules, require DNFBPs to identify and take reasonable measures to verify the identity of the beneficial owner 
of legal persons by using  relevant information or reliable sources data as follows: 

1.   Identifying the natural person(s) who ultimately has an effective controlling ownership interest not less 
than 20% of a legal person or voting rights. 

2.   In case no beneficial owner is identified, or there is a doubt as whether the natural person(s) with 
controlling ownership interest(s) is the beneficial owner(s) under the foregoing Item , or where no natural 
person exerts control through ownership interests, DNFBPs shall identify the natural person(s) exercising 
de facto or legal control in the legal person and arrangement through any means, whether directly or 
indirectly, over the executives, the general assembly, or the operations of the legal person, or any other 
control instruments. 

3.   In case no natural person is identified under (1) and (2) above DNFBPs shall identify and verify the identity 
of the relevant natural person who holds the position of senior managing official in the legal person49.

 
Step 1: The beneficial owner is the natural person(s) who ultimately has, directly or indirectly, an 
effective controlling ownership interest not less than 20% of a legal person or voting rights.

In this step, a threshold approach is applied to determine the beneficial owner50; it is based on the percentage 
of shares that the legal person holds: the beneficial owner shall be the natural person who holds no less than 
20 % of the capital of the legal person. 

Based on a legal presumption, the beneficial owner shall be the shareholder that holds 20 % or more of the 
shares of the legal person. 

Accordingly, and for AML/CFT purposes, supervised entities must consider as a first step the structure of 
the legal person, to be able subsequently to identify the shareholders who hold 20 % or more of the capital 
of the legal person. 

48
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Financial Action Task Force International (FATF), Guidance: Transparency and Beneficial Ownership, 2014, p. 9

Article (15) AML/CFT Law Implementing Regulations issued by Council of Ministers Decision No. (41) of 2019. 

Financial Action Task Force International (FATF), Guidance: Transparency and Beneficial Ownership, 2014, p. 15
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The ownership of the legal person may be direct, simple and clear as shown below:

The shareholder may have a controlling interest in the company based on the shareholder indirect ownership 
of 20 % or more of the shares of the company as described below:  

Although shareholder “A” does not hold any direct or personal share in the capital of company” C”, shareholder 
“A” is a beneficial owner of company “C”. Shareholder “A” acquired such status by holding a controlling interest 
in company” B” which in its turn holds a controlling interest in Company “C”. Therefore, Company “B” is a 
vehicle used by Shareholder “A” to have indirect control over company “C”. The use of this form of indirect 
control, shall conceal the perpetrators of criminal offences and the perpetrators of the predicate offences, in 
general at the level of company “B”.  

Layers formed by companies can be inserted between the beneficial owner of or the shareholder who holds 
a controlling interest in the company that is subject to the ultimate control. The more layers are formed the 
greater the ability to conceal is and the harder is the task of the supervisory authorities, law enforcement 
authorities and DNFBPs. 

Indirect control would also include situations where natural persons may be acting in concert i.e. where two 
or more natural persons, who each hold less than 20% of shares or voting rights in a legal person, effectively 
act as one. This enables each of them to avoid measures to verify their identity, but nevertheless still exercise 
control over the legal person through acting in concert.

Where ownership or control by a natural person is below the 20% threshold, Firms may take a risk-based 
approach to verification of identity. This means that a Firm may choose to not carry out verification of identity 
measures in relation to natural persons below the specified 20% threshold, based on the assessed risk 
associated with the person and the business relationship. 

However, in the case of a complex corporate structure, or where acting in concert is considered a possibility 
or is suspected (e.g. among family members or known associates), or where other high risk factors apply, 
best practice would be to set a lower threshold for the application of measures to verify the identity of natural 
persons, depending on the assessed risks.

For the avoidance of doubt, any natural persons exercising a power of attorney issued by any natural person in 
a corporate structure should be considered to present an increased risk, and therefore best practice would be 
to apply full CDD procedures (including verification of identity measures) to the power of attorney, even where 
the percentage of shares or voting rights held in the legal person by the natural person who issued the Power 
of Attorney is less than 20%. In the event that the natural person who issued the Power of Attorney holds 20% 
or more of the shares or voting rights in the legal person, verification of identity measures must be applied to 
the natural person exercising the power of attorney.

Ownership of 50 % of the capital of the company “B”

Company “B”Shareholder “A”

Based on the direct and personal ownership of shareholder “A” of more than 20% of 
the shares of company “B”, shareholder “A” is the beneficial owner of company “B”. 

Holds 80% of the capital of company “C”Holds 70% of the capital of company “B” 

Company “C”Company “B”Shareholder “A” The percentage of the shareholder’s indirect contribution to the company, is determined for the purpose of 
considering whether such shareholder acquired the status of beneficial owner or not, in accordance with 
the following calculation rule:  

The shareholder’s contribution to company is multiplied (x) by the contribution of company to the company 
that follows. 

The multiplication chain can continue in sequence and based on the layers that the inserted companies 
form, until reaching the company in question i.e. the company that we need to determine if that specific 
person is its beneficial owner.  The following example describes the process: 

Identifying the beneficial owner by determining the percentage 
of indirect contribution to the Company 
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The issue resides in identifying whether “Shareholder A” who does not have a direct contribution to “Company 
C” is the beneficial owner of “Company D”, due to the fact that there is a chain of companies  inserted between 
the first company of which the “Shareholder A” holds 70 % of its capital and the last company. 

The calculation method used to answer this question is by multiplying the percentage of the contribution of 
“Shareholder A”  in “Company B” by the percentage of “ Company B” contribution to “Company C”, and so on 
until reaching company “D,  as follows:
 
70 % (x) 80% = 56% 
56% (x) 60 % = 33,6% which is the percentage of the indirect controlling interest of “Shareholder A” in “Company D”. 

Outcome: shareholder “A” is the beneficial owner of company “D” although shareholder “A” does not hold any 
personal or direct share in the capital of company “D”. 

Remark: in some instances, the controlling interest can be direct and indirect at the same time, in this case, 
the direct share and indirect share shall be combined or added to obtain the percentage  of controlling share 
that shareholder “A” holds in the relevant company. As in the following example:  

Holds 60 % of the capital of 
company” D”

Holds 80% of the capital of 
company “C”

Holds 70 % of the capital of 
company “B”

Company “D”Company “C”Company “B”Shareholder “A”

Holds 50 % of the capital of company “B”

Holds 10% of the capital of 
company “D”

Holds 40 % of the capital of company “C” 

Holds 60 % of the capital of company “D”

Shareholder “A”

Shareholder “B”

Shareholder “C”

Shareholder “D”

To determine if “Shareholder A” is the beneficial owner, one must refer to the direct share that  “Shareholder A” 
holds in company “D” which is 10 % and then determine the indirect controlling share that “Shareholder A” holds  
in company “D”; such can be made, by adopting the foregoing calculation method( by multiplying consecutively  
the percentage of shares held by each of the companies that form the inserted chain of companies) and adding 
both percentages ( direct percentage of shares and indirect percentage of shares in company “D”). If the result 
is equal to or more than 20 %, “Shareholder A” shall be considered as the beneficial owner of “Company D”.  

By applying this rule to the previous example, the result shall be as follows: 
•  Direct percentage of shares: 10 % 
•  Indirect percentage of shares: 50 % (x) 40 %(x) 60% = 12% 
•   Total percentage of shares that shareholder “A” holds in company “D” is: 
    10% + 12% =22% 

Outcome: shareholder “A” is the beneficial owner of company “D” although each of the two percentages of 
shares (direct and indirect), does not exceed 20 %.

 
Step 2: In case no beneficial owner is identified, or there is a doubt as whether the natural person(s) 
with controlling ownership interest(s) is the beneficial owner(s) under the foregoing item or where no 
natural person exerts control through ownership interests, DNFBPs shall identify the natural person(s) 
exercising de facto or legal control in the legal person and arrangement through any means, whether 
directly or indirectly, over the executives, the general assembly, or the operations of the legal person, or 
any other control instruments. 

This step can be reached, in case no natural person is identified as holding , directly or indirectly, no less than 
20 % of the controlling interest of the legal person or its voting rights; in such case, the beneficial owner shall 
be the natural person exercising de facto or de jure control  over the executive entities, the general assembly, 
other supervisory instruments or the operations of the legal person, or legal arrangement. 
In this context, the control is not the outcome of any ownership of controlling interest but results from legal 
or factual factors that allow the natural person to exercise de facto or de jure control over the legal person or 
legal arrangement. An example of said factors: 

•   In case of shareholders agreement that gives de facto control over the legal person. Such agreement 
exists in practice and is a sort of alliance between the shareholders to have control over the company 
(e.g. agreements on voting) or to preserve the capital structure and its distribution on shareholders (e.g. 
agreement on transfer shares).  

•   Full or partial distribution of capital (even if less than 51 %) on the members of the same family as in the case 
of shares owned by the husband, wife and their children. If this family exercises control over the general 
assembly and its decisions through the voting rights, each member of said family shall be considered a 
beneficial owner51. 

51 In this case the presumption is that the members of the family form, de facto an alliance in terms of voting rights and control over the 
company. But, if the facts prove that there is no alliance and that they don’t coordinate their positions when it comes to voting during the 
general assembly, the presumption is then non- existent and the members of the family can’t be considered as beneficial owners
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•   An alliance between shareholders that generates their coordination when exercising their voting rights in 
the company. In this case, the shareholders are not members of the same family(as in the previous example) 
and none of them holds a controlling interest of at least 20 % in the company, but they are associated with 
each other’s for the purpose of having a unified policy towards the company.

•   If such alliance exists and leads to the control of those shareholders over the decision of the general assembly, 
the said shareholders shall be considered beneficial owners pursuant to the second criterion in relation to the 
definition of the beneficial owner: “any person exercising ultimate effective control by any means”.

} 18 %

18 %

17 %

17 %

Marriage 
contract

The family holds 70 % of the capital 
of company “H”

 “Shareholder “A

 the father

Shareholder “B” 

the mother  

Shareholder “D” 

the son 
Shareholder “C” 

the daughter 

Company “H”

}Other shareholders none 
of them holds more 

 than 20%

} 11 %

9 %

10 %

15 %

The shareholders associated with each  
other’s hold 45 % of company “H”

 Shareholder

 “A”

Shareholder 

“B” 

Shareholder 

“C” 
Shareholder 

“D” 

Company “H”

}Other shareholders none  
of them holds more than 
20% and are not associ-
ated with each other’s  

Company controlled by the family

Company controlled by the shareholders associated with each other’s. 

30 %

55 %

•   In case of a chain of ownership, where the same person owns most of the shares at each layer of said chain 
and can consequently control the general assembly and its decisions; as in the following example:

In this case Shareholder “A” shall be the indirect owner of 13,26% of company “D” based on the following 
formula: 51 % (x) 51%(x) 51% = 13,26%. Consequently, the indirect percentage of shares is less than 20 % and 
Shareholder “A” is not a beneficial owner under the first criterion since said shareholder does not meet the 
provision of the first criterion of the definition of the beneficial owner.  

However, shareholder “A” is the beneficial owner based on the second criterion of the definition of the beneficial 
owner: since Shareholder “A” holds the majority of the shares in company “B” ,  which holds the majority of the 
shares of company” C”  and company “C” holds the majority of shares in company “D” , thus Shareholder “A” is 
the beneficial owner of company “D” and exercises control over its general assembly. 

Shareholder “A” owns 51% of company “B”

Company “B” owns 51% of company “C”

Company “C” holds 51% of company “D”

Shareholder “A” 

Shareholder “B” 

Shareholder “C” 

Shareholder “D” 
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The second criterion in relation to identifying the beneficial owner based on the effective and ultimate de facto 
or legal control, through any means over the legal person or legal arrangement, is broad and not specific to the 
extent that it can comprise persons who are considered as “outsiders” to the legal person or legal arrangement, 
meaning persons who don’t have any legal entitlement or connection to the legal person. It could be the case 
of “outsiders” to the legal entity who exercise contractual rights that enable them to exercise control over the 
legal person. Creditors, for instance, can exercise such control if they have been given the right to freeze or 
approve certain significant transactions of the company or to convert their debt into stock at the occurrence 
of a particular event52. In addition, options and other convertible securities53 may vest a potential for control in 
certain individuals without vesting them with actual control54.

Furthermore, FATF considers that control may be presumed even if control is never actually exercised, such as using, 
enjoying or benefiting from the assets owned by the legal person55. As well, FATF considers as beneficial owner: 
 
•   The natural person(s) responsible for strategic decisions that fundamentally affect the business practices 

or general direction of the legal person. It is the case of a natural person who exercises an active role and 
positive role in the legal person and its commercial businesses.  

•   The natural person(s) who exercises executive control over the daily or regular affairs of the legal person 
through a senior management position such as a chief executive officer (CEO), chief financial officer (CFO), 
managing or executive director, or president. The natural person(s) who has significant authority over a legal 
person’s financial relationships (including with financial institutions that hold accounts on behalf of a legal 
person) and the ongoing financial affairs of the legal person56.  

•   The beneficial owner is the individual who has the power to name or remove the members of the legal person 
board of directors.  

•   The beneficial owner is the individual who has influence over or veto of the decisions that a legal person makes57.

Step 3: In case no natural person is identified under the previous items DNFBPs must identify and verify 
the identity of the relevant natural person who holds the position of senior managerial position in the 
legal person.

This step cannot be reached unless the previous two steps were adopted and did not allow the identification of 
the beneficial owner.  It is applied when the capital of the company is divided among shareholders, and none of 
them holds a share equal to or more than 20%, or exercises control over the company by any means. 

The beneficial owner who holds a senior managerial position raises two remarks: 

•   The individual who holds a senior managerial position occupies a prominent position at the managerial level 
and may act in the name and on behalf of the company.

•   In most cases, the individual who holds a senior managerial position, is the individual who is legally entitled 
to represent the company before third parties, for example: the manager of the Limited Liability Company 
(article 242 of Commercial Companies Law), or the chairman of the Board of Directors in the Private 
Shareholding Company.  

In cases where DNFBPs are unable to identify at least one natural person who meets the requirements in 
relation to the beneficial owner, they shall not commence a business relationship with the customer, or perform 
a transaction or continue the relationship, and shall terminate such relationship (for existing customers) and 
file a suspicious transactions report to the FIU.

In case any of the persons identified under the previous three steps is a legal person, the same steps apply to 
that legal person to identify its beneficial owner. The following chart describes such status:

52

53

54

55

56

57

Financial Action Task Force International (FATF), Guidance: Transparency and Beneficial Ownership, 2014, p. 15

Refer to Articles 169 and 177 of the Commercial Companies Law

World bank / UNIDOC SATR, the puppet masters: how the corrupt use of legal structures to hide stolen assets and what to do about it, 2011, p. 22

Financial Action Task Force International (FATF), Guidance: Transparency and Beneficial Ownership, 2014, p. 16

Financial Action Task Force International (FATF), Guidance: Transparency and Beneficial Ownership, 2014, p. 16

 OECD and IDB, A beneficial ownership implementation toolkit, 2019, p. 4.

Example: Identifying the Beneficial Owner of Company” B”

Company “A” owns 40% of company “B” 

Step One: the criteria in relation to 
identifying the beneficial owner of 
company” B” were applied. Company 
“A” owns 40% of company “B”.

Step two: applying the same cri-
teria on company “A” to identify 
its beneficial owner

Company ”B”

Company ”A”

The ability to conceal and obscure in this case would be high due to two main factors:

Firstly: Multiple layers formed by companies or legal persons that are inserted between the natural person 
(beneficial owner) and the company that is subject to the control. 

Secondly: the existence of the inserted companies or legal persons that form the layers, in various  
jurisdictions and countries, where most of the time the level of transparency is low and which lack of  
effective disclosure and information sharing systems.

When the ability of concealment would be high?
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The three consecutive steps adopted to identify the beneficial owner are described in the following chart:
 
The beneficial owner is the individual who meets any the following consecutive criteria: 

Yes

Yes

The beneficial owner was not 
identified or in case of any 
doubts associated with the  
individual who was identified

The beneficial owner was not 
identified pursuant to the  
previous criterion 

Control Controlling 
 interest whether  

directly or indirectly

Control through other 
means, whether  

directly or indirectly  

Person who holds a the 
senior managerial position 

in the legal person 

Beneficial owner 

Beneficial owner 

Exemption of the supervised entities from identifying the 
beneficial owner in the course of CDD measures regarding 
public shareholding companies listed in the stock exchange: 

Article (16) of the Implementing Regulations of the AML/CFT Law exempted DNFBPs from the obligation 
of identifying the beneficial owner in cases where the customer is a public shareholding company listed in 
the stock exchange, as it states “where the customer or the owner of the controlling interest is a company 
listed on a stock exchange and subject to disclosure requirements which ensure adequate transparency of 
beneficial ownership, or is a majority-owned subsidiary of such a company, it is not necessary to identify and 
verify the identity of any shareholder or beneficial owner of such companies. The relevant identification data 
may be obtained from a public register, from the customer or from other reliable sources”. 

Moreover, Article (70) of the MOCI and MOJ Compliance Rules allows the application of simplified CDD 
measures, in cases where the customer or the holder of the controlling interest is a company listed on a 
stock exchange market that is subject to the disclosure requirements which ensure adequate transparency of 
beneficial ownership, or is a majority-owned subsidiary of such a company.
The exemption relies on the fact that public shareholding companies listed in the stock exchange represent 
low risk in terms of misuse for money laundering and terrorism financing since they are subject to strict 
requirements in relation to transparency, declaration and licensing, in order to preserve the savings,  encourage 
savers to invest in the stock exchange and safeguard the integrity of the financial market.  

Public Shareholding Companies are subject to a set of rules that allow the control at the level of their 
incorporation and during their activity, in addition to MOCI intensive supervision. As well, companies 
listed on the stock exchanges are subject to QFMA supervision, which has under Law No. (8) of 2012 “the 
competency to issue by laws, regulations, and decisions necessary “for issuing securities to the public in the 
markets subject to the Authority's control and the requirements for obtaining the Authority's approval of the 
prospectus adopted by the Ministry of Commerce and Industry in order to ensure that the prospectus contains 
comprehensive, accurate and sufficient disclosure of information that is of interest to investors Laying out the 
conditions for licensing to list and trade securities in financial markets subject to the QFMA’s control». 

On the other hand “no control over listed companies may be assumed (10% or more or more of the shares 
of voting power in the company licensed by the Authority58) unless the QFMA has given its approval”59. “The 
licensed company must notify the QFMA when a person proposes to acquire control over it; or to increase, 
decrease or change his existing level or type of control, not less than 30 days in advance of the proposed 
acquisition of or change in control”60. 

58

59

60

Article (28) QFMA BOD Decision No. (1) of 2008

Article (26) QFMA BOD Decision No. (1) of 2008

Article (27) QFMA BOD Decision No. (1) of 2008
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3.3 Standards Applied to Identify the Beneficial 
Owner of Legal Arrangements 

The structure of the trust differs from the one of legal persons, as in the following chart: 

Under Article (17) of the Implementing Regulations of the AML/CFT Law and Article (55) of the Compliance 
Rules, when it comes to trusts, DNFBPs must take reasonable measures to identify and verify the identity of 
the beneficial owner using reasonable measures ; they shall to that effect determine the identity of the settlor, 
trustee, protector (if any), beneficiary or class of beneficiaries, as well as any natural person who exercises 
effective and ultimate control, directly or indirectly, over the trust. 

In the case of other legal arrangements, they shall identify any natural person who occupies a similar position. 
Additionally, DNFBPs must have appropriate procedures to determine if the customer is the trustee or 
occupies a similar position in any other type of legal arrangements61. 

Unlike legal persons, the identification of the beneficial owner of a trust does not rely on a cascade test, but 
on identifying directly62 all the parties to the trust and as follows: 

•  The settlor 

•  The trustee 

•  The protector (if any) 

•  The beneficiary or class of beneficiaries63. 

Identifying the beneficial owner of a trust shall not be limited to the controlling interest and rights.Therefore, 
the beneficial owner of a trust shall not be limited to the class of beneficial owners who own more than 20% 
of the trust’s assets64.

By applying the foregoing steps to endowments which are legal arrangements similar to trusts, the DNFBPs 
that are subject to AML/CFT requirements, must identify and verify the beneficial owner of the endowment by 
taking reasonable measures, and identify the beneficial owner of each of the following: 
•   The endower /the founder of the endowment, or the testator of an endowment (in relation to bequest of a 

charitable, family or joint endowment, or bequest of acts of good deeds) and who constitutes the equivalent 
of the settlor in trusts.

•   The supervisor of the endowment who responsible for the maintenance and care of the endowment and the 
representative of the endowment before third parties and court, whether it is the Ministry or otherwise65. In 
addition to the executor (in relation to bequest of a charitable, family or joint endowment, or bequest of acts 
of good deeds) and who constitutes the equivalent of the trustee for the trusts.

•   The one for whom the endowment is made who is the one designated by the endower to disburse the 
endowment proceeds to him66, and who constitutes the equivalent of beneficiary or class of beneficiaries in 
the trusts. 

•   The secretary, if any67, who constitutes the equivalent of the protector in trusts.

•   Any other natural person who exercises, directly or indirectly, effective and ultimate control over the 
endowment. 

Settlor

TrustProtector 
(If Any)

Trustee

Beneficiary or  
class of 

 beneficiaries 

61

62

63

Article (17) of the Implementing Regulations of the AML/CFT Law. 

Andrés Knobel (2018), Regulation of Beneficial Ownership in Latin America and the Caribbean, Technical NoteIDB-TN-1341. Inter-American 
Development Bank, Washington, DC.https://publications.iadb.org/handle/11319/8646?locale-attribute=en

In some cases, the beneficiaries of trust could be determined, however in some other instances, the identity of the beneficial owners are 
not identified in advance therefore the identity of the class of beneficial owners must be determined meaning that beneficial owners are 
determinable 

64

65

66

67

Andrés Knobel (2018), Regulation of Beneficial Ownership in Latin America and the Caribbean, Technical NoteIDB-TN-1341. Inter-American 
Development Bank, Washington, DC.https://publications.iadb.org/handle/11319/8646?locale-attribute=en

Article 1 of Law No. (9) of 2021 on Endowment (Waqf). 

Article 1 of Law No. (9) of 2021 on Endowment (Waqf) 

Refer to Article 35 of Law No. (9) of 2021 on Endowment (Waqf) for an example in relation secretary   
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3.4 Factors to successfully achieve the identification 
of beneficial ownership: 

Identification of beneficial ownership is a complicated process, and its success, i.e., the ability of the 
obliged entities to identify the real beneficial owner (s) of their customers that are legal persons and legal 
arrangements, requires the combination of several factors and the fulfilment of a set of requirements, that 
can be summarized as follows:

1.  Customer Transparency: Transparency is generally a fundamental requirement within the AML/CFT 
framework, given that concealment and disguise of the ownership structure are amongst the elements and 
techniques employed in ML/TF schemes. Therefore, obliged entities should not negotiate or compromise on 
this requirement and should decline any related attempt that would prevent the identification of beneficial 
owners as well as understanding, identifying, and assessing the risks posed by a customer. 

2.   Understanding the ownership structure and its justification: If the customer’s ownership structure is 
multi-level or layered, the obliged entities must consider whether the layers have a legitimate purpose, are 
justified and responds to the client’s business volume and nature of activity, or whether the layers are only 
a mean or tool to obscure the identity of the beneficial owner and obstruct the process of identifying him1. 
Obliged entities must be wary where the customer provides either an ambiguous or confusing explanation 
about the ownership structure, such as taxation imperatives, or is reluctant to justify the structure or 
provides inadequate, vague and unclear justification to mislead and divert attention away from a core 
issue, i.e. the ownership structure is designed to disguise and conceal the beneficial owner(s). It is also 
important to understand the structure ownership composed of multiple layers constituted of companies 
or entities established in multiple and/or high-risk jurisdictions, particularly those known for lax AML/CFT 
regimes or those identified by FATF and other international and regional organizations and bodies as non-
cooperative or having strategic deficiencies in terms of transparency and exchange of information. The 
obliged entity may also, in this context, consider other resources such as the Transparency International 
Corruption Perceptions Index2, or the Financial Secrecy Index issued by the Tax Justice Network3. 

     Where the obliged entity is unable to understand an ownership structure and the rationale for it, this 
necessarily means that it is unable to understand and properly manage the ML/TF risks that the customer 
poses. In such circumstances, the obliged entity should not establish or continue the business relationship 
and where necessary, submit STRs to the QFIU.

     The extent to which the ownership structure can be understood varies according to the type of the concerned 
company and its transparency for example, if the customer is a public shareholding company listed on a stock 
exchange, the information related to it, is usually publicly available in a transparent manner, given that such 
information can be obtained from the relevant stock exchange website, the listed company’s final prospectus 
or its published audited accounts. In such case, the risks posed by such companies are very low compared to 
a little-known or unknown privately owned company about which information is very limited or non-existent, 
or about which there is no reliable or verifiable information available in the public domain or websites. 

3.   Reliance on third parties: if the obliged entity rely on a third party (from financial institutions and DNFBP) 
to implement CDD measures, as stipulated in Article (12) of the Law on Combating Money Laundering 
and Terrorism Financing and Article (20) of its Implementing Regulations, it must be aware that such  
reliance on third party, represents an additional element of risk which must be appropriately understood 

1 

2

3

An ownership structure with multiple layers is not illegitimate or illegal in itself and may rather be based on legitimate financial and 
commercial considerations and may correspond to the company’s legitimate business and financial policy and strategic plans.

https://images.transparencycdn.org/images/CPI2020_Report_EN_0802-WEB-1_2021-02-08-103053.pdf 

https://fsi.taxjustice.net/en/ 

and mitigated, specifically that the ultimate responsibility for implementing the CDD measures remains on  
the obliged entity and not on  the third party. 

4.   Identifying all persons who own or control a legal person or legal arrangement: obliged entities 
must identify all natural persons who own or control legal persons or legal arrangements. It is to be noted 
that in some jurisdictions, there are no legislative and regulatory requirements to record the beneficial 
owner or the controlling person of a legal person in the national commercial register, and therefore the 
names of natural persons recorded in such registers are likely to be those of straw men or nominees. 
However, the real beneficial owner(s) should be identified.  

      In ownership structures, it is important to be vigilant for partners in legal persons who are family members 
or associates, as although they may not individually own shares that reach or exceed the 20% ownership 
threshold (the threshold that triggers the requirement to verify their identity), they may be acting in concert 
with family members or associates in the ownership structure. It is also important to be vigilant for legal 
persons who may be acting as front men or straw men for beneficial owners or controllers. As a front man 
or straw man is unlikely to admit carrying out such role, however, conclusions about such a fictitious role 
in the ownership can be drawn from the behaviors or the limited level of understanding and knowledge of 
the ownership structure or the business or activities of the legal person or legal arrangement. 

      In such cases, obliged entities must verify the identity of the beneficial owner(s). Where a regulated entity is 
unable to do so, it must not establish or continue the business relationship and should consider submitting 
a suspicious transaction report (STR) to the QFIU. 

      The capacity to conceal the beneficial owner is greater if the ownership or management structure of the 
company includes nominee shareholders or nominee directors, or if TCSPs take part in the establishment 
or management of the company. 

5.   Use of reliable identification documentation to verify the identity: Obliged entities must verify the 
identity of the customer and the beneficial owner(s) of that customer using reliable independent source 
identification documents, data and information to accurately ascertain their identity.

6.   Ongoing monitoring and periodic update of information and documents: beneficial ownership may change 
over time, which requires ensuring that beneficial ownership information is kept up to date. Obliged entities must 
also ensure updating its information on ultimate beneficial ownership and control structure of a legal person. 

 
7.   Use of a risk-based approach: obliged entities must apply Enhanced Due Diligence (EDD) measures if the 

beneficial owner(s) is a politically exposed person (PEP), a family member or close associate, or is residing 
in a high-risk jurisdiction. 

      Obliged entities may apply simplified due diligence measures that are commensurate with the lower risk 
factors, in line with the findings of the National Risk Assessment (NRA) and the outcome of its self-assessment 
of risks, provided that there is no suspicion of ML/TF or where no other higher risk factors apply, such as 
verifying the identity of the customer or beneficial owner after establishing the business relationship. 

8.   Record keeping obliged entities must maintain records of documents and data obtained while performing CDD, 
specifically information on the ownership structure of the customer and identification of its beneficial owner(s). 

9.   Training: regular and effective training of staff of the obliged entity, particularly on beneficial ownership 
matters, is an essential factor contributing to successfully achieve the identification of the beneficial 
owner(s). Training should be tailored, taking into account, the staff’s different functions, roles and levels. 
Staff involved directly with customers or in periodic customer reviews need more in-depth and detailed 
training than other staff. Training must include case studies, red flags and knowledge of systems and 
controls in relation to legal persons and legal arrangements.   34 35



4 IDENTIFYING THE 
BENEFICIAL OWNER OF 
LEGAL PERSONS AND 
LEGAL ARRANGEMENTS TO 
ENHANCE TRANSPARENCY: 
THE UNIFIED ECONOMIC 
REGISTER (UER).

Collecting beneficial owner’s information is a critical issue in the AML/CFT context. Therefore, FATF drew 
Recommendations 24 and 25 that included transparency and beneficial owners’ obligations to countries4; 
which are as follows:  

Recommendation 24: Transparency and Beneficial Ownership of 
Legal Persons
Countries that have legal persons should have mechanisms to ensure that they are not misused for money 
laundering and terrorist financing.    

Countries should require legal persons to keep beneficial ownership and controlling interest information 
accurate and as up-to-date as possible and that such information is accessible in a timely way by the competent 
authorities; as well, countries that have legal persons able to issue bearer shares or bearer share warrants or 
countries that have legal persons able to have nominee shares and nominee directors should apply effective 
measures to ensure they are not misused for money laundering and terrorist financing. Moreover, countries 
should use mechanisms to ensure that beneficial ownership and controlling interest information obtained by 
financial institutions and DNFBPs in accordance with Recommendations 10 and 22 is accessible.

Recommendation 25: Transparency and Beneficial Ownership of 
Legal Arrangements (extracts)  
Countries that have legal persons should have mechanisms to ensure that they are not misused for money 
laundering and terrorist financing. 

 Countries should require express trusts to ensure that information including information on trustees, settlors 
and beneficiaries is recorded and kept accurate, current, updated on a timely basis and accessible in a timely 
manner by competent authorities. As well, countries must take measures to ensure access to beneficial 
ownership information and control by financial institutions and DNFBPs that implement the requirements of 
Recommendations 10 and 22.

Immediate Outcome 5 :
Legal persons and arrangements are prevented from misuse for 
money laundering or terrorist financing, and information on their 
beneficial ownership is available to competent authorities without 
impediments.   
Measures are in place to : 
- prevent legal persons and arrangements from being used for criminal purposes; 
- make legal persons and arrangements sufficiently transparent; and 
- ensure that accurate and up-to-date basic and beneficial ownership information is available on a timely basis. 
 

  4 Similarly, the methodology for assessing effectiveness of AML/CFT systems, comprises Immediate Outcome 5, which is entitled as follows: 
« Legal persons and arrangements are prevented from misuse for money laundering or terrorist financing, and information on their 
beneficial ownership is available to competent authorities without impediments. 
Immediate Outcome 5 states also : « Characteristics of an effective system : Measures are in place to :  
- prevent legal persons and arrangements from being used for criminal purposes;  
- make legal persons and arrangements sufficiently transparent; and  
- ensure that accurate and up-to-date basic and beneficial ownership information is available on a timely basis.  
Basic information is available publicly, and beneficial ownership information is available to competent authorities. Persons who breach 
these measures are subject to effective, proportionate and dissuasive sanctions. This results in legal persons and arrangements being 
unattractive for criminals to misuse for money laundering and terrorist financing.  
This outcome relates primarily to Recommendations 24 and 25, and also elements of Recommendations 1, 10, 37 and 40.
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FATF, Best practices on beneficial ownership for legal persons, October 2019, p. 8 and 21 
https://www.fatf-gafi.org/media/fatf/documents/Best-Practices-Beneficial-Ownership-Legal-Persons.pdf 
FATF, Guidance on transparency and beneficial ownership, 2014, p. 18-27 : 
https://www.fatf-gafi.org/media/fatf/documents/reports/Guidance-transparency-beneficial-ownership.pdf 

Tax justice network, Ownership report reveals cutting-edge verification processes, hesitates to endorse public registries : https://www.
taxjustice.net/2019/11/27/fatf-beneficial-ownership-report-reveals-cutting-edge-verification-processes-hesitates-to-endorse-public-registries/ 

The FATF is currently considering proposals for amendments to Recommendation 24 and its Interpretive Note on the Transparency and 
Beneficial Ownership of Legal Persons, the draft text of proposals for amendments was under public consultation. The amendments include 
explicit stipulation of the multi-pronged approach to collection of Beneficial Ownership Information.  
https://www.fatf-gafi.org/publications/fatfrecommendations/documents/public-consultation-r24.html 
https://www.fatf-gafi.org/media/fatf/documents/recommendations/pdfs/Pdf-file_R24-Beneficial-Ownership-Public-Consultation.pdf 

FATF, Guidance on transparency and beneficial ownership, 2014, p. 19-22 - FATF, Best practices on beneficial ownership for legal persons, 
October 2019, p. 21-25.

The Interpretive Note to Recommendation 24, item (44). 

The Interpretive Note to Recommendation 24, Paragraphs (4) and (5).

The Interpretive Note to Recommendation 24, Paragraphs (4) and (5).

The State of Qatar adopts a multi-pronged approach to 
obtain Beneficial Ownership Information
The Mutual Evaluation Reports (MERs) and other reference international studies issued by the Financial 
Action Task Force (FATF)1 or the Tax Justice Network2 have shown that ensuring the effectiveness of the AML/
CFT systems requires adopting a multi-pronged approach through using several sources to obtain beneficial 
ownership information. Challenges encountered by competent authorities in determining beneficial owners 
require reliance on several sources and diverse mechanisms to identify and verify persons controlling legal 
persons and arrangements. FATF has considered the multi-pronged approach used to obtain information on 
beneficial ownership to be an international best practice in terms of transparency and beneficial ownership 
of legal persons and arrangements3.  
In line with the international best practices, the State of Qatar has adopted a multi-pronged approach to 
obtain beneficial ownership information through reliance on several sources that ensure that information 
on the beneficial ownership of a legal person is obtained by that legal person itself and is available at a 
specified location in the State, and that the beneficial ownership can be determined in a timely manner by the 
competent authorities. 

These sources are: 

1.   Company registries: Compliance with the FATF Recommendation 24 may be ensured by requiring 
company registries to obtain and hold up-to-date information on the companies’ beneficial ownership4. 
“Company registry” refers to a register in the country of companies incorporated or licensed in that country 
and normally maintained by or for the incorporating authority. It does not refer to information held by or 
for the company itself5. Company registry is an important source of information on beneficial ownership 
of legal persons as all companies established in the State should be registered in the company registry 
(referred to as the “Commercial Register” in Qatar), in implementation of the FATF Recommendation 
246, and there is a set of basic information on the company that must be obtained by that company and 
recorded in said registry which should include company name, proof of incorporation, legal form and 
status, the address of the registered office, basic regulating powers, a list of directors, and a register of 
shareholders or members7. Such requirements are broadly reflected in Articles (3) and (7) of the Law 
No. (25) of 2005 with respect to the Commercial Registry, in addition to Article (8) of The Commercial 
Companies Law, and in particular Article (45) of Law No. (20) of 2019 on Combatting Money Laundering and 
Terrorism Financing, as amended by Decree-Law No. (19) of 2021, which stipulates that “The competent 
authorities responsible for approving the establishment of legal persons and arrangements shall obtain 
and maintain adequate, accurate, and current basic and beneficial ownership information on every legal 

person and legal arrangement established in the State. They shall also make basic information available 
to the public; and beneficial ownership information available to law enforcement authorities, judicial 
authorities, supervisory authorities, financial institutions and DNFPBs, upon request. Such competent 
authorities shall issue regulatory decisions determining the information to be collected for each type of 
legal persons and arrangements”. 

In the same context, Article (4) of Law No. (1) of 2020 on the Unified Economic Register requires all 
competent authorities to maintain a register of all basic information and data that enable the identification 
of the applicants for license or registration […] Any application under this Article shall not be accepted if 
incomplete or unaccompanied with the declaration relating to the beneficial owner. 

2.   Requiring Legal Persons to obtain adequate, accurate and current information on their beneficial 
owners: Compliance with the FATF Recommendation 24 may be ensured by requiring legal persons 
themselves to obtain and hold adequate, accurate and current information on the legal persons’ beneficial 
ownership8. The reasoning behind this approach is that the legal person is the most qualified party to know 
its beneficial owner. This requirement is reflected in Article (45) of the Law No. (20) of 2019 on Combatting 
Money Laundering and Terrorism Financing9 which requires that “Legal persons and legal arrangements 
shall maintain a complete, accurate, and current register of their basic information, beneficial ownership 
information, and information related to their shareholders or members, containing the number of shares 
held by each shareholder and categories of shares, including the nature of the associated voting rights. 
Such information should be maintained within the headquarters of the legal person or at another location 
notified to the competent authority responsible for approving the establishment of legal persons. Legal 
persons established in the State shall appoint at least one natural person, residing in the State who shall 
be authorized to, and responsible for providing all basic and beneficial ownership information, and for 
providing assistance, when requested.”  

This obligation is also confirmed in Article (5) of the Law No. (1) of 2020 On the Unified Economic Register 
which stipulates that “Legal persons and legal arrangements shall maintain a complete, accurate and up-
to-date register of the required information pertaining to the beneficial owners, and shall submit a copy of 
such register to the competent authority, as set forth in the Implementing Regulations.”10  

In the same context, Article (18/bis) of the Law No. (8) of 2021 amending some Provisions of  Law No. 
(11) of 2015 Promulgating the Commercial Companies Law stipulates that the Minister of Commerce and 
Industry shall issue the regulatory decisions that determine the commercial companies related data, 
files, documents and commercial registers that must be kept, the relevant way to access them at the 
headquarters of the company, the appropriate mechanism to submit them to the Ministry, or to register 
or make notation of them. The registers that companies are required to hold and maintain include, inter 
alia, the Beneficial Owners register of required information. 

Furthermore, Article 7 of the Decision of the Minister of Commerce and Industry No. (2) of 2022 on the 
Implementation of the AML/CFT Requirements related to Commercial Companies, requires Commercial 
Companies to keep the registers stipulated in article 6 of the aforesaid decision, in paper and electronic 
form, in a secure location that ensures such registers are protected and that securely protects their 
confidentiality when necessary, and must promptly make such registers available to the competent 
authority upon request, whether at the headquarters of the company or any other specified location which 
shall be notified by the company to the Department and the Competent Department.  

8

9

10

The Interpretive Note to Recommendation 24, paragraph (8).

Article (45) was amended by Decree-Law No. (19) of 2021 amending some Provisions of Law No. (20) of 2019 on Combating Money 
Laundering and Terrorism Financing. 

Please refer to Article (6) of the Implementing Regulations of the Unified Economic Register Law promulgated by Decision of the Council of 
Ministers No. (12) of 2020 
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A notable example on the above is the European Union, where the Directive (EU) 2015/84920 of the European 
Parliament stipulates the need for EU Member States to establish a central register for the purpose of 
receiving, holding and maintaining information on beneficial ownership. The Directive also requires that 
such information held in the central register is accurate, adequate and current; and is accessible in a timely 
manner to competent authorities and FIUs, and regulated entities subject to AML/CFT system requirements, 
as well as any person or organization that can demonstrate a legitimate interest.  The UK is another notable 
example, where a publicly available central register of beneficial ownership of companies was established. 
This Register launched in 2016 is accessible via internet21. 
   
The State of Qatar adopted the same approach by issuing the Law No. (1) of 2020 on the Unified Economic 
Register that introduced a dedicated system for obtaining and collecting information on beneficial ownership 
of legal persons and legal arrangements, through the following:
•    Should the applicant for license, registration, amendment or renewal in the register held by competent 

authorities, be a legal person or legal arrangement,  a declaration of the beneficial owner shall be 
submitted with the application on the form approved by the Competent Department at the Ministry of 
Commerce and Industry (MOCI). 

•    Competent authorities responsible for the registration and licensing are to collect, in the Beneficial 
Owners Registers they hold, the required information on the beneficial owners of their registered and 
licensed legal persons or legal arrangements. 

•    Establish a Beneficial Owners Unified Register to collect information, data and documents related to the 
beneficial owners, and that are maintained in the Beneficial Owners Registers held by each competent 
authority. 

The UER ensures instant and continuous checking of compliance of legal persons and legal arrangements with 
the requirement of maintaining a complete, accurate, and current information in relation to beneficial owners 
through the linkage of such database ; such cannot be detected in the absence of said register as competent 
authorities will only be able to detect breaches to the obligation of maintaining a complete, accurate, and 
current register of Bos, when submitting a request to obtain such information to the FIs, DNFBPs, or Legal 
persons and legal arrangements74. 

On the tax level, the availability of information on BOs is one of the adopted criteria when assessing a 
country’s compliance with the Common Reporting Standards (CRS)75. This assessment conducted by the 
Global Forum on Transparency and Exchange of Information for Tax Purposes under the Organization for 
Economic Cooperation and Development (OECD), aims at issuing a published report. The outcomes of these 
reports are used to determine a list of non-cooperative countries. Countries shall adhere to a minimum of two 
requirements so it shall not be included in the list of non-cooperative countries. Among the requirements, the 
country must be assessed as “largely compliant” for the criterion on exchange of information upon request76.

The establishment of a Unified Economic Register falls under the State of Qatar’s commitment to promote 
transparency at the level of legal persons and legal arrangements to prevent the use of the latter for ML/
TF purposes. The higher the ability to conceal the higher ML/TF risks are. Conversely, the risk of money 
laundering and terrorist financing is lower when transparency requirements are higher and implemented in 
an accurate and effective way. 

20

21

74

75

76

Directive (EU) 2015/849 of the European Parliament and of the Council of 20 May 2015 on the prevention of the use of the financial system 
for the purposes of money laundering or terrorist financing, Article (30) 
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32015L0849 

https://researchbriefings.files.parliament.uk/documents/CBP-8259/CBP-8259.pdf 

Andrés Knobel (2018), Regulation of Beneficial Ownership in Latin America and the Caribbean, Technical NoteIDB-TN-1341. Inter-American 
Development Bank, Washington, p. 18

Adoption of the reporting criteria pursuant to the Minister of Finance Decision No. (17) of 2019 on the Implementation of Reporting Criteria

Information exchange criteria is based on Article (26) of the OECD Model Tax Convention
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The Interpretive Note to Recommendation 24, paragraph (8) (c).  

FATF, Guidance on transparency and beneficial ownership, 2014, p. 25-26 - FATF, Best practices on beneficial ownership for legal persons, 
October 2019, p. 23-25.

World Bank, UNODC Star, The Puppet Masters, How the corrupt use legal structures to hide stolen assets and what to do about it, p. 51-77.
https://openknowledge.worldbank.org/bitstream/handle/10986/2363/9780821388945.pdf?sequence=6&isAllowed=y 

Article (1) of the Law No. (24) of 2018 Promulgating the Income Tax Law.

Please refer to Article (25) and Article (26) of the Implementing Regulations of the Income Tax Law issued by the Council of Ministers 
Decision No. (39) of 2019. 

Please refer to Article (14) of the Emiri Decision No. (25) of 2014 on the Organizational Structure of the Ministry of Justice. 

Please refer to the Law No. (14) of 1964 on the Real Estate Registration System. 

Articles (5), (28) and (30) of the Law No. (8) of 2012 on Qatar Financial Markets Authority. 

Please refer to Articles (159) et seq. of the Commercial Companies Law on the dealing in the shares of the listed companies, holding of the 
shareholders Register with the Depository that is subject to the supervision and control of the Qatar Financial Markets Authority. Please 
refer to the QFMA’s Board Decision No. (1) of 2008 Concerning the Issuance of the QFMA Regulation. 

3.   Existing information: According to the FATF11 Recommendations and international best practices12, 
compliance with the requirements of Recommendation 24 on Transparency and Beneficial Ownership of 
Legal Persons may be achieved through reliance on existing information previously collected or obtained 
on the beneficial ownership of legal persons.  This source refers to information obtained by financial 
institutions and DNFBPs in the course of conducting and implementing CDD measures, and to information 
recorded in company registries and other types of registries (such as, land, motor vehicle and moveable 
property registries); other authorities (such as supervisors or tax authorities; information held by stock 
exchanges, and commercial databases)13. 

In this context, and pursuant to Article (20) of the Law on Combating Money Laundering and Terrorism 
Financing, as amended by Decree Law No. (19) of 2021, “Financial Institutions and DNFBPs shall make 
available upon request without delay all information obtained during the due diligence process, and all 
transactions and operations records and documents maintained, to the authorities empowered by virtue 
of the provisions of the Law to obtain such relevant information”. Information related to CDD measures 
include the information on determining the beneficial owner(s) of the customer. Tax authorities (the 
General Tax Authority (GTA)) have the powers to hold information on beneficial ownership given that the 
taxpayer (every natural or legal person subject to income tax14) is required to register, at the outset of the 
activity, and to notify the GTA of any change that may impact its tax obligations, including any change to the 
ownership of the company or establishment (any change to the ownership structure).15  

The Real Estate Registration Department16 at the Ministry of Justice (MOJ) may also be a source of information 
on beneficial ownership of legal persons, given its competence to carry out real estate registration activities17 
such as: registering of properties in the cadastral certificates; registration of final judgements provided to the 
Department, in the Real Estate Register; and documenting and keeping records of all real estate related activities.  

The Qatar Financial Markets Authority (QFMA), being the governmental authority responsible for regulating, 
supervising and controlling the financial markets and regulating the dealing in securities activities18, may 
also be a source of information on beneficial ownership with regard to listed companies19. 

Despite the call in the FATF Recommendations and international best practices that requires countries to 
adopt a multi-pronged approach to obtain information on beneficial ownership through different sources, 
in compliance with Recommendation 24, and although the first mechanism or source (Company registries) 
referred to above, does not necessarily require holding a unified or centralized registry to record and 
maintain beneficial ownership information, many countries have gone beyond and exceeded the call in 
the FATF Recommendations and enacted laws introducing provisions to establish a register of beneficial 
ownership at the state level to disclose beneficial ownership information and any changes thereto, maintain 
such information by competent authorities and other entities subject to AML/CFT requirements. 
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The Law No. (1) of 2020 on the Unified Economic Register aims to enhance the transparency of the economic 
and financial transactions, by collecting basic information, data and documents related to Economic 
Establishments, Legal Arrangements, Non-Profit Organizations( NPO’s), Sole Practitioners, as well as the 
required information, data and documents pertaining to the  Beneficial Owners, in an accurate and official 
database at the national level, called the «Unified Economic Register». The basic information and the required 
information pertaining to the beneficial owners are maintained and made available to the public and the 
competent authorities, in accordance with the conditions and procedures specified in the law.
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4.1 4.1.1Legal Persons and Legal Arrangements Obligation 
to Disclose the Identity of the Beneficial Owner

Entities subject to the obligation of disclosing the 
identity of the beneficial owner 

Each applicant for entry, license, amendment or renewal with any of the registers held by the competent authorities, 
whether legal person or arrangement, is required to disclose the identity of the BO on the form adopted by the 
competent authority for this purpose77. According to article 1  of Law No. (1) of 2020 on the Unified Economic 
Register, the competent authority means any authority licensing or registering Economic Establishments,  Legal 
arrangements, Non-Profit Organizations (NPOs), or Sole Practitioners, in accordance with the law.

The legal persons and legal arrangements shall identify their beneficial owners, in conformity with the 
adopted documents, information or data that must be updated and maintained at all time in a special register 
held for this purpose in a safe and secure place to ensure confidentiality and prompt access by competent 
authorities upon request78. All required information in relation to the beneficial owner, made on a declaration 
form and kept in a special register, must be held accurate and up-to-date in terms of status and structure of 
the legal person or legal arrangement.  

In case of any change to the required information, legal persons or legal arrangements shall obtain all 
relevant documents evidencing any changes made to the required information and update such information 
in the register they hold. The competent authority shall be informed of any changes made to the required 
information and provided with an updated register no later than thirty days from the date of receiving the 
relevant documents evidencing such change79. In case the documents evidencing the changes cannot be 
obtained for any reason, the legal persons or legal arrangements shall inform the competent authority of 
the changes as well as of the reasons for such changes no later than ninety (90) days from the date of their 
knowledge of the change made to the required information.

It is made clear, under Article (4) of the UER law and its IR that the obligation to disclose the identity of the 
BOs is applied to two legal entities: Legal persons and legal arrangements

4.1.1.1    Legal Persons

for this category, the following two conditions are required: 

I. It must be one of the following entities: 

A.  Economic establishments: Qatari economic establishments, their branches and the branches of non- 
Qatari economic establishments operating in the State. The economic establishments shall comprise:

1.  Individual establishments 
2.  Commercial compagnies
3.  Natural or Legal persons operating as commercial agencies 
4.  Trade representation offices 
5.   Branches of commercial companies, businesses and agencies if they have the same unified economic 

number given to the company, business or agency 
6.  Investment funds80 

B. Non-Profit organizations: Non- Profit Organizations shall include:
 
1.  Private Associations and Foundations81 
2.  Private Charitable associations and foundations82 
3.  Private Foundations for public benefit83 
4.  Any other non-profit entity

C. Sole practitioner: any profession practiced within the framework of: 

1.  Independent offices 
2.  Civil or commercial companies and businesses 
3.  International offices84 

77

78

79

Article (4) of the UER Law No. (1) of 2020. 

Article (6) of the UER Implementing Regulations. 

Article (12) of UER Implementing Regulations

80

81

82

83

84

85

Article (1) of the UER IR. This list is similar to the list of persons or entities that must be entered into the Commercial Registry, stipulated in 
Article (3) of Law No. 25 of 2005 with respect to the Commercial Registry

Refer to Law No. (12) of 2014 on Private Associations and Foundations

Refer to Law No. (15) of 2014 on the Regulation of Charitable Activities as amended by Law No. (4) of 2020.

Refer to Decree Law No. (21) of 2006 on Public Utility Private Institutions

Article (1) of the UER Implementing Regulations 

Article (1) of the AML/CFT Law.
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86

87

Article (1) of the AML/CFT Law.

Article (1) of the UER Implementing Regulations

Article (16) of the Implementing Regulations of the AML/CFT Law stipulated as well: where the customer or the owner of the controlling 
interest is a company listed on a stock exchange and subject to disclosure requirements which ensure adequate transparency of beneficial 
ownership, or is a majority-owned subsidiary of such a company, it is not necessary to identify and verify the identity of any shareholder 
or beneficial owner of such companies. The relevant identification data may be obtained from a public register, from the customer or from 
other reliable sources”.  
The location of this Article ( in relation to the previous and following Articles) in the context of CDD measures, confirms that the exemption 
is addressed to entities that are subject to AML/CFT requirements. Nothing in Article (16) indicates that public shareholding companies are 
exempted from holding a complete, accurate and current record in the relation to beneficial owner information.

II. The aforementioned entities must enjoy legal personhood:

The entities referred to here-above are subject to the obligations related to the declaration of the BO, only 
if they constitute a legal person. The term “legal person” refers to any entity, other than a natural person, 
which can conduct a permanent business relationship with a financial institution or of gaining ownership of 
assets. This includes companies, institutions, foundations, or any relevantly similar entity85.

A legal person must have separate assets or properties, legal capacity to own and conclude contracts 
(within the limits provided for in the Memorandum of Association or as prescribed by law), right to litigation, 
independent office and nationality. Reference can be made to point 3 (Scope) of the present Guidance for 
additional details in relation to the concept and characteristics of the legal person. 
 

However, the following economic establishments are exempted from the obligation to declare beneficial 
ownership: 

1. Company listed in a stock exchange subject to declaration requirements, that allow the verification of the 
beneficial owner’s identity in full transparency, or a subsidiary in which it holds a controlling interest. 

2. State-owned company, or company wholly owned by other public authorities or institutions or in which 
they hold a controlling interest86.

The competent department will define in a circular the concept of controlling interest referred to in the 
previous two paragraphs, which exempts the subsidiary of a company listed in a stock exchange and the 
subsidiary of a state-owned company, from the obligation to declare the beneficial owner.

Concerning companies listed in a stock exchange, Article (1) Item (7) of the Implementing Regulations of the 
UER stipulated that the obligations in relation to the beneficial owner under the provisions of the UER law 
and its Implementing Regulations shall not apply to the Economic Establishment if it is a: “Company listed 
in a stock exchange and is subject to disclosure requirements, that allow the verification of the beneficial 
owner’s identity in full transparency, or a subsidiary in which it holds a controlling interest….”.

Nevertheless, the exemption of public shareholding companies listed on the stock exchange does not mean 
that they are exempted from identifying their beneficial owner, holding a special register of the required 
information pertaining to the beneficial owners, and maintaining the aforesaid information but they must do 
so. In fact, this exemption concerns only two elements:

One: exempting financial institutions and DNFBPs (i.e entities subject to AML/CFT requirements) from 
conducting some due diligence measures in relation to identifying the beneficial owner of the customer as 
described in Part Two of the present Guidance87.

Two: exemption from the requirement of disclosing the identity of the beneficial owner, stipulated in Article 
(4) of the Law N(1) of 2020 on the UER. 

Apart from the foregoing exemptions, public shareholding companies  must hold a register of basic 
information and  a register of beneficial owners information,  in addition to identifying the beneficial owner as 
stated by FATF in its reports, where it considered that the exemption of public shareholding companies from 
the requirements in relation to their beneficial owner does not mean that said companies are not required 
to identify their beneficial owner. The exemption is for supervised entities that must conduct CDD which are 
exempted by law from identifying the beneficial owner of companies listed on the stock exchange; since the 
information in relation to the beneficial owner of such type of companies is available to the public through 
the publications issued regularly by the stock exchange89. 

State -owned companies, or companies wholly owned by other public authorities or institutions or in which 
they hold a controlling interest shall not be subject to the obligations related to beneficial owners under the 
UER Law and this Implementing Regulations, in accordance with of Article (1) Item (7) of the Implementing 
Regulations of the UER Law. The grounds for this exemption are that public entities are subject to strict 
supervision and monitoring; they are for public benefit and no natural person can be the beneficial owner of 
such entities. 

89

90

OECD and IDB, A beneficial ownership implementation toolkit, 2019, p. 15: “Exception for publicly traded commercial companies or public 
collective investment vehicles

In principle, all legal persons must identify their BOs. As part of financial institutions’ CDD processes, however, the Interpretive Note to FATF 
Recommendation 10 suggests that financial institutions do not have to request information on the BO of a publicly traded company if these 
are already otherwise subject to disclosure requirements ensuring adequate transparency of beneficial ownership information. In other 
words, it is not that the companies listed on the stock market do not have to identify their BOs, but rather that the exchange is supposed to 
have done so already and the information on BOs is available elsewhere. Nevertheless, for R.24, all companies should maintain beneficial 
ownership. So, there is a slight divergence in the recordkeeping obligations between R.10 and R.24, but together they ensure beneficial 
ownership information is available.

The study issued issue by Inter-American Development Bank adopted the same approach 

Andrés Knobel (2018), Regulation of Beneficial Ownership in Latin America and the Caribbean, Technical NoteIDB-TN-1341. Inter-American 
Development Bank, Washington, p. 10-11: “Exception” for companies listed on the stock exchange

In principle, all legal persons must identify their BOs. However, in some countries’ regulations, companies listed on the stock exchange 
are not required to identify their BOs. In reality, the Interpretative Note to FATF R 10 suggests that financial institutions need not demand 
information regarding the BO of a listed company, but only if this data is redundant (because the stock exchange regulator, for example, 
already has the beneficial ownership information for the listed company).

In other words, it is not that listed companies are not obliged to identify their BOs, but rather it is assumed that they already report this to 
the regulator and that the information regarding the BOs is available

Paragraph (3) Article (1) of the UER IR.

4.1.1.2    Legal Arrangements

They refer to express trusts or any other similar arrangements, including endowment (Waqf). Pursuant to 
article 5 of Law No. (9) of 2021 on Endowments, the endowment (Waqf) comprises the following types90: 
 
1.  Charitable Endowment is that in which the benefits are dedicated to a charitable cause at the outset. 
2.   Family Endowment is that in which the endowment is for the actual endower, his progeny, or both, or to 

any other person(s), their progeny, or all of them, provided that it will terminate in all cases with a specific 
charitable cause.  

3.  Joint Endowment is that in which the benefits are dedicated to both a charitable cause and a family. 
4.  Bequest of a charitable, family or joint endowment. 

Bequest of acts of good deeds shall be considered as endowments unless the testator stipulates otherwise.
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93

94

Article (11) of the UER IR.

Article (11) of the UER IR.

Article (4) of the UER Law No. (1) of 2020.

4.1.2 Information required when declaring the identity of 
the beneficial owners

Article 1 of Law No. (1) of 2020 On the Unified Economic Register, defined required information on the 
beneficial owner, as the information about the beneficial owners that legal persons and legal arrangements 
must declare when  applying for licensing, registration, amendment or renewal, and that they must maintain 
updated and supported with evidencing documents in a register they keep for this purpose, as set forth in 
the implementing regulations

The required information to be included in the beneficial owner declaration and held in the relevant register, 
shall at least include the following92: 
1.   Full name of the beneficial owner as mentioned in the identity card, passport or other proof of identity 

documents. 
2.  Beneficial owner place and date of birth. 
3.  beneficial owner nationality/nationalities, if holder of more than one nationality. 
4.  Address as mentioned in the identity card or passport. 
5.  Qatar Identity Card number for Qatari nationals and residents of the State of Qatar. 
6.  Passport number for expats whether residing or not in the State of Qatar. 
7.  Issuance and expiry date of the identity cards or passports.
8.  The date on which the natural person became a beneficial owner. 
9.   Controlling ownership interest in the company’s share capital or voting rights and any amendment that 

may take place thereto. 
10.   If the beneficial owner exercises control by any means other than by a direct or indirect ownership of the 

company’s share capital or voting rights, specify such basis and the means used by the beneficial owner 
to exercise effective and ultimate control. 

11.   Identify the basis and means used by the beneficial owner to exercise de facto or de jure control over the 
legal arrangement or NPO, through any means, whether directly or indirectly.

12.   Date of the last update made to the register that comprises all relevant information pertaining to the 
beneficial owners93. 

Any application under this Article shall not be accepted if incomplete or unaccompanied with the disclosing 
of the identity of the Beneficial Owner94. 
Disclosing the identity of BOs shall be completed in conformity with the criteria identified in the Implementing 
Regulations of the Unified Economic Register. 

2.   Where no beneficial owner is identified, or where there is doubt as to whether the natural person(s) with 
the controlling ownership interest is the beneficial owner under the previous item, or where no natural 
person(s) exerts control through ownership interests or voting rights, the firm shall identify the natural 
person (s) exercising de facto or legal control  through any means, whether directly or indirectly, over the 
executives, the general assembly, or the operations of the firm, by identifying the content of the decisions 
adopted by the General Assembly due to the voting rights they dispose of or for being a shareholder or 
partner, with the power to appoint or remove the majority of the members of the management, operate 
or control, or any other control instruments. 

3.   Where no beneficial owner is identified under (a) or (b) above, the beneficial owner shall be the natural 
person who holds the capacity of legal representation of the Economic Establishment in conformity with 
the regulating enforceable legislation95. 

The Beneficial Owner(s) of the NPOs shall be identified as follows: 

1.   A natural person (s) exercising effective and ultimate de facto or legal control, through any means, direct 
or indirect, in an NPO

2 . Where no beneficial owner is identified under (a) above, the Beneficial Owner shall be the natural person 
who holds the position of a legal representative of the NPO, according to the regulating enforceable 
legislation96. 

The Beneficial Owner(s) of a legal arrangement shall be identified as follows: 

1   For express trusts: the identity of the founder of the legal arrangement, the trustee, the protector (if any), 
and the beneficiaries or class of beneficiaries, and any other natural person exercising by any means, 
directly or indirectly, ultimate effective control over the trust. 

2   For similar types of arrangements: the identity of natural persons in equivalent or similar positions or the 
natural person(s) exercising de facto or legal control, through any means, whether directly or indirectly 
over the legal arrangement97. 

Furthermore, Article 41 of Law No. (9) of 2021 on the endowment requires the supervisor to obtain adequate, 
accurate and updated information on the identity of the endower, those for whom the endowment was made 
or their classes, the guardians, the protectors (if any), or any other natural person exercising  ultimate 
effective control over the endowment in any means, directly or indirectly, and obtain basic information on 
the investment, tax, auditing and accounting agents of, and service providers to, the endowment.

Moreover, Article 4 of the decision of the Minister of Endowments (Awqaf) and Islamic Affairs No. () of 2022 
on the implementation of transparency requirements related to endowments, stipulates that “the competent 
department shall obtain the required information on the beneficial owner of the endowment prior to its 
establishment.

The Beneficial Owner of the Endowment shall be identified as follows:  
-  The identity of the Endower, testator of an Endowment or acts of Good Deeds. 
-   The Identity of the Supervisor or Executor (for Bequest of a charitable, family or joint endowment or 

bequest of acts of good deeds).
-   The Identity of the Ones for whom the Endowment was made, or their classes, guardians or protectors (if any). 
-  The Secretary, if any. 
-   Any natural person who exercises effective or legal control over the endowment, by any means, whether 

directly or indirectly. 

4.1.3 Criteria for identifying Beneficial Owners for 
declaration purposes

The criteria for identifying BOs varies according to the nature of the legal entity. 

The Beneficial Owner(s) of the Economical Establishments shall be identified as follows: 

1.   Natural person (s) who directly or indirectly, owns a controlling ownership interest equivalent to or greater 
than 20% of the company’s capital or voting rights. 
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97

Article (7) of the UER IR. 

Article (8) of the UER IR.

Article (9) of the UER IR. 
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4.2  Making Required Information on Beneficial 
Owners Available

Access to information on beneficial owners strengthens the competent authorities’ efforts to combat ML/TF 
by enabling them to identify the natural person who is responsible for, or involved in a criminal activity, or, 
at least, identify the person who holds pertinent information that enable the detection of the perpetrators 
of financial crimes that generate proceeds. On the other hand, the provision of and access to required 
information on BOs shall prevent money launderers from abusing legal persons and entities in money 
laundering operations which leads to the prevention of money laundering crimes. 

Regarding the question of making required information on beneficial owners available; we must distinguish 
between two issues: making information available within the State and making information available to foreign 
counterparts. 

4.2.1 Making required information on beneficial owners 
available within the state

Access to required information on beneficial owners within the State is the main reason for establishing the 
UER and is considered as the actual implementation of transparency requirements. It is of no use to collect 
required information on beneficial owners without making such information available to the LEAs and other 
competent authorities, as well as FIs and DNFBPs. 

In this regard, a distinction must be made between two requesting authorities, in terms of extent and scope 
of making required information on beneficial owners available. 
•   Regarding LEAs, judicial and supervisory authorities, General Tax Authority (GTA), and other public 

authorities: they all have absolute and unconditional access to the required information on beneficial 
owners, which they can obtain when requesting the competent department to provide (the Licensing 
and Registration Department). This request will receive a favorable response regardless of the way the 
information is used. 

•   Regarding to FIs and DNFBPs: access to the required information on beneficial owners is only possible for 
and within the limits of conducting CDD measures required by law98. It is noteworthy that obtaining the 
required information on beneficial owners by FIs and DNFBPs will provide the relevant support to such 
entities to abide by the customer due diligence (CDD) requirements, identify and manage ML/TF risks 
and undertake the supervision activity they are entrusted with in relation to risks, including suspicious 
transactions reports99. The availability of such information, however, does not exempt FIs and DNFBPs 
from their legal obligation to conduct CDD measures. The supervised entities must not rely exclusively on 
this available information100. 

4.2.2 Exchange of information with foreign counterpart

Exchange of information with foreign counterparts is extremely important to prevent the use of legal persons 
and arrangements for ML/TF purposes as money launderers often tend to establish shell companies with 
artificial links to certain countries ; the establishment, management ownership, control or transactions 
of these companies are distributed through many regions; consequently, the risks become higher since 
it is easy to establish legal persons and obtain the assistance of TCSPs or other professionals residing 
outside the jurisdiction where the legal entity is established. As well, things may get more complicated in 
case of transactions between companies (under the control of the same person) established in different 
jurisdictions;  such transactions may look legitimate but they in fact, provide a false justification to the 
source of funds, which are initially the proceeds of a criminal activity (i.e. money laundering)101. Hence, it 
is necessary to enable LEAs and competent authorities, specifically authorities with responsibilities of 
conducting inquiry and investigation in ML, TF, corruption, and tax evasion crimes, to obtain the required 
information on beneficial owners of legal persons and arrangements from foreign countries.

The required information on beneficial owners is exchanged with foreign authorities based on the applicable 
rules and laws as specified in Article (8) of Law No. (1) of 2020 on the Unified Economic Register. 

The format or basis of the exchange of the required information 
on beneficial owners:
Information is exchanged according to two methods: 

•   Exchange of information at the request of foreign authorities. Response to requests is based on the 
applicable rules and laws in the State. 

•   Exchange of information based on arrangements or MOUs signed with foreign countries.  

Response to information exchange requests is also based on the principle of reciprocity, meaning that the 
foreign party that submits a request for information did not previously object to provide the State of Qatar 
with the required information on beneficial owners, upon its request. Moreover, response to information 
request must be in consistency with the fundamental principles of the State of Qatar’s legal system102. 

In all cases, exchange of the required information on beneficial owners must be made for specific purposes 
(i.e to enhance transparency of economic and financial transactions, identify BOs and exchange of information 
for tax purposes. 

Response time to Exchange of information: 

Response to information request is rapid, given that the effectiveness and efficiency of information exchange, 
in terms of preventing and deterring money laundering crimes and financial crimes in general, depends on  
providing information in a timely manner. The FATF Recommendation 24 states that “Countries should rapidly 
provide international co-operation in relation to basic and beneficial ownership information”. 
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Paragraph 13 of the interpretive notes of Recommendation 24 states: “Countries should require their company registry to facilitate timely 
access by financial institutions, DNFBPs and other countries’ competent authorities to the public information they hold, and, at a minimum 
to the information referred to in paragraph 4(a) above. Countries should also consider facilitating timely access by financial institutions and 
DNFBPs to information referred to in paragraph 4(b) above”

FATF Guidance: Transparency and Beneficial Ownership, 2014, p. 3-4.

P. 14 of the above-mentioned reference

P.7 of the above-mentioned reference

According to FATF Methodology, the Fundamental principles of domestic law refers to the basic legal principles upon which national legal 
systems are based and which provide a framework within which national laws are made and powers are exercised. These fundamental 
principles are normally contained or expressed within a national Constitution or similar document, or through decisions of the highest 
level of court having the power to make binding interpretations or determinations of national law. Although it will vary from country to 
country, some examples of such fundamental principles include rights of due process, the presumption of innocence, and a person’s right 
to effective protection by the courts. (General Glossary of the FATF Methodology, 2018) 
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5 SANCTIONS AND PENALTIES 
IMPOSED FOR BREACHING 
BOS OBLIGATIONS

The requirements imposed at the legal and executive levels to identify the beneficial owner, are not enough 
to ensure compliance, consequently, sanctions and penalties must be applied for any breaches of such 
requirements. Indeed, the Qatari legislations provided for a range of sanctions and penalties that can be 
imposed in case of any breaches in relation to the beneficial owner requirements, whether when undertaking 
CDD measures or when declaring the beneficial owner.

5.1  Breaching the Obligations Related to the BO 
when Undertaking CDD Measures

In case the DNFBPs breach their AML/CFT requirements, including taking the necessary measures to 
identify and verify the identity of the BO using reliable, independent source documents, data or information, 
they shall be subject to sanctions and penalties stipulated in the AML/CFT Law. 

5.1.2 Administrative and financial sanctions

5.1.1 Penalties

Article (82) of the AML/CFT Law No. (20) stipulates that: shall be sentenced to imprisonment for a term 
not exceeding two (2) years or a fine not less than (QR 5.000.000) five million Qatari Riyals and not more 
than (QR 10.000.000) ten million Qatari Riyals, or one of these two penalties, directors, board members, 
owners, authorized representatives or any other employees of financial institutions and DNFBPs, whoever 
contravenes, whether wilfully or as the result of gross negligence, the provisions stipulated in Article (11) 
of this Law, which includes “Identifying the beneficial owner, and taking reasonable measures to verify his 
identity, using reliable, independent source documents, data or information until they are satisfied that they 
know who the beneficial owner is”.

Also, Article (87) of the same Law stipulates “Any person who intentionally and with the unlawful intention 
commits the offence of providing or assisting in providing false information regarding the beneficial 
ownership of any financial institution, DNFBP, or competent authority, shall be sentenced to imprisonment 
for a term not exceeding three (3) years and a fine not more than (QR 500,000) five hundred thousand Qatari 
Riyals, or one of these two penalties”. 

Article (44) of the AML/CFT Law No. (20) of 2019 stipulates “Without prejudice to a more severe penalty 
stipulated in any other law, and in case it is evidenced that any financial institution, DNFBP, or NPO, or any 
of the directors, board members, executives or management thereof, has violated the provisions of this 
Law, the Implementing Regulation, or any AML/CFT decisions or directives, the supervisory authorities may 
impose one or more of the following measures: 

1.  Sending written warnings. 
2.  Ordering regular reports on the measures taken. 
3.  Ordering compliance with specific instructions. 
4.   Imposing a financial penalty of no less than (QR 25.000) twenty-five thousand Qatari Riyals, and no more 

than (QR 100.000) one hundred thousand Qatari Riyals per violation per day, on the financial institution or 
the DNFBP after being notified. 
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5.   Imposing a financial penalty of no more than (QR 100.000.000) one hundred million Qatari Riyals on the 
violating financial institution or the DNFBP. 

6.   Imposing a financial penalty of no more than (QR1.000.000) one million Qatari Riyals on any of the directors, 
board members, executives or management of a supervised entity. 

7.   Restricting the powers of the directors, board members, executives, or management, in addition to 
appointing a special administrative supervisor, or subjecting the financial institution, DNFBP, or NPO to 
direct control. 

8.  Prohibiting the perpetrator from working in the relevant sectors, either temporarily or permanently. 
9.   Suspending, dismissing or replacing directors, board members, executives, management, trustees of 

trusts, or trustees of NPOs, either temporarily or permanently. 
10.   Imposing suspension of the license, restricting any other type of permit, and prohibiting the continuation 

of work, the profession or the activity, or barring the name from the relevant registry. 
11.  Revoking and withdrawing licenses and registrations”. 

Petitions against decisions related to the abovementioned sanctions may be filed according to Article (64) 
and Article (65) of the Implementing Regulations of the AML/CFT Law No. (20) of 2019. 

The AML/CFT Section under the Companies Affairs Department at the MOCI103 and the AML/CFT Unit at the 
MOJ104 shall supervise the compliance of their DNFBPs with the AML/CFT requirements described in this 
Guidance, and propose administrative and financial sanctions on any DNFBPs that violates the provisions of 
this law and its implementing regulations, and any relevant decisions or instructions, and must report to the 
FIU the measures taken in this regard. 

5.2  Sanctions for Breaching Beneficial Owner’s 
Declaration Requirements

To ensure the effectiveness of international standards on transparency and identifying the beneficial owner, 
the FATF requires countries to stipulate in their legislations on proportionate and dissuasive sanctions 
(as appropriate) for any legal or natural person that fails to comply with the requirements set forth in 
Recommendation 24 and 25 on Transparency and Beneficial Ownership of Legal Persons and Arrangements. 
On that basis, Criterion 13 of the FATF Recommendation 24 states “There should be liability and proportionate 
and dissuasive sanctions, as appropriate for any legal or natural person that fails to comply with the 
requirements”. In the same context, Criterion 8 of Recommendation 25 states “Countries should ensure that 
there are proportionate and dissuasive sanctions, whether criminal, civil or administrative, for failing to 
grant to competent authorities timely access to information regarding the trust referred to in criterion 25.1”.  

In compliance with the said international standards, Law No. (1) of 2020 on the Unified Economic Register 
provides for a range of sanctions to be applied for any breach to the declaration requirements of BOs.  

103

104

Pursuant to the Decision of Minister of Commerce and Industries No. (95) of 2019. 

Pursuant to the Decision by the Council of Ministers No. (9) of 2020 Amending the Units that form the Ministry of Justice and Assigning 
their Competencies. 

5.2.1 Penalties

Article (12) of the Unified Economic Register Law stipulates that “Without prejudice to a more severe penalty 
stipulated in any other law, shall be subject to imprisonment for a term not exceeding two (2) years and a 

5.2.2 Administrative and financial sanctions

Article (4) of Law No. (1) of 2020 on the Unified Economic Register provides that “Any application under this Article 
shall not be accepted if incomplete or unaccompanied with the declaration relating to the Beneficial Owner.”

Article (5) of the Implementing Regulations of the Unified Economic Register Law explicitly stipulates that 
“If the applicant for license, registration, amendment or renewal is a legal person or legal arrangement, the 
identity of the beneficial owner shall be attached to the application as per the provisions of this Implementing 
Regulations on the form approved by the Competent Department for this purpose.
The applications under this Article shall not be accepted if the declaration of the beneficial owner is not 
attached or is incomplete.  

If the employee who is in charge of the registration, license, amendment or renewal at the competent 
authority, finds out that the declaration about the beneficial owner is not made, or the declaration submitted 
is incomplete, the applicant shall be called upon by any written evidentiary means to submit or complete 
the declaration about the beneficial owner, no later than three (3) days from the date of the application; 
otherwise the application shall be rejected.” 

In addition to this effective sanction, the competent authorities may, under Article (11) of Law No. 2020 
“Without prejudice to a more severe penalty stipulated in any other law, the Competent Authorities may 
impose, in case it is evidenced that any registered or licensed entity has violated the provisions of this Law 
and its Implementing Regulations, one or more of the following measures: 

1.  Ordering regular reports on the corrective measures taken.
2.  Ordering compliance with specific instructions. 
3.  Sending written warnings 
4.   Suspending directors, board members of Economic Establishments, trustees of Legal Arrangements, 

senior executives or managers of NPOs, on temporary basis and for a period that shall not exceed one year. 
5.   Suspending the license, activity or continuation of work, on temporary basis and for a period that shall 

not exceed one year. 
6.   Revoking the license or writing-off the register or name, as the case may be. 

fine not more than (500,000 QR) five hundred thousand Qatari Riyals, or one of these two penalties, whoever 
contravenes the stipulations of Article(5) of this Law”. 

Based on the provisions of the above-mentioned Article, any person who contravenes the obligation to 
maintain a complete, accurate and current register of the Required Information pertaining to the Beneficial 
Owners and submit a copy of such register to the Competent Authority, shall be subject to imprisonment for 
a term not exceeding two (2) years and a fine not more than (500,000) five hundred thousand Qatari Riyal, or 
one of these two penalties105. 

Aiming at enhancing the effectiveness of the disclosing requirements, the UER Law provides for the principle 
of criminal liability of the legal person, meaning that the legal person shall be subject to the fine stipulated 
above106 should such person breach the requirements. 

105

106

Article (12) of Law No. (1) of 2020 on the Unified Economic Register.

 Last paragraph of Article (12) of Law No. (1) of 2020 on the Unified Economic Register.
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The decision referred to, may be appealed in accordance with the controls, procedures and timelines set 
forth in the Implementing Regulations.” 

To ensure compliance with the requirements of transparency and declaration of Bos, Article (13) of the 
Implementing Regulations of the Unified Economic Register Law entrusted competent authorities with 
supervisory powers to monitor the compliance of the concerned parties with their obligations under the 
provisions of the Law, this Implementing Regulations and any other rules and instructions it may issue in 
accordance with the supervisory instruments and procedures it may deem necessary.

The competent authority may perform onsite visits to examine any necessary documents, data or information, 
and take relevant copies when appropriate. It shall ask at any time legal persons and legal arrangements to 
submit the following: 

•  A copy of the Beneficial Owners Register to verify the authenticity of the declared data.  
•  All documents evidencing the required information pertaining to the beneficial owners,  
•   Changes made to the required information and any evidence of the update made to the relevant register. 

Any information or documents other than the required information that the competent authority may deem 
necessary to identify the beneficial owner or to clarify the basis for the supervisory and control instruments. 

Article 14 of the Decision of the Minister of Commerce and Industry No. (2) of 2022 on the Implementation 
of the AML/CFT Requirements 
related to Commercial Companies, specified the powers of the competent department to ensure that 
commercial companies comply with the obligations stipulated in the said decision, including all obligations 
related to the beneficial owner, and any issued instructions, rules, guidelines or recommendations with 
regard to the implementation of the AML/CFT requirements. The Competent Department may request from 
the director of the company or chairman of the Board of Directors any information or data or documents or 
whatsoever is deemed necessary to discharge its responsibilities.

6 GUIDANCE ON FREQUENT 
METHODS OF CONCEALING 
BENEFICIAL OWNER
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Generally, money launderers and criminals tend to employ several techniques and methods to conceal 
beneficial ownership, such as107: 

1.   Shell companies: are companies that are incorporated but have no independent operations, significant 
assets, ongoing business activities, or employees108. Shell companies may be established with different 
ownership structure, with partners spread across multiple jurisdictions. 

2.   Shelf companies: are incorporated but have inactive shareholders and directors, (or secretary) and is 
left dormant for a longer period even if a customer relationship has already been established109: These 
companies have been actually operating for years and have established business relationships with 
FIs, which enables them access to the financial system. When the shelf company is sold, the inactive 
shareholders transfer their shares to the purchaser, and the directors submit their resignations. As part of 
the transfer, the purchaser may receive the company’s credit history. Occasionally, the company directors 
will continue to function as nominees, to facilitate concealment of beneficial ownership. 

3.   Front company110: is a fully functioning company. It exhibits other characteristics associated with the 
operation of a legitimate business and is usually based on the intensive use of cash. The most common 
form of front company is one that operates in the customer service industry (such as a restaurant, night 
club, or salon) as these businesses commonly handle cash. Front companies can be exploited to launder the 
proceeds of crime through the integration of illegitimate funds with legitimate income, often by disguising 
the illegitimate funds as cash sales made during the course of business. When this is done, these funds can 
then be deposited into the company’s bank account and used by the beneficial owner or they may pay false 
expenses in order to transfer the money to the true beneficial owner. Criminals who use front companies 
will occasionally pay company tax on the illicit income to further legitimise the wealth111. 

4.   Generating complex ownership and control structures using inserted shareholders of legal persons and 
legal arrangements that form layers, for the purpose of concealing beneficial ownership and separating 
between beneficial ownership and assets112. Using complex ownership and control structure is not 
intrinsically unlawful.  However, complex ownership and control structures of some legal entities may be 
employed to obscure beneficial owners, avoid tax obligations, conceal wealth, launder criminal proceeds, 
organize insolvency, falsify invoices.  

5.  Bearer shares. 

6.  Unrestricted use of legal persons as directors or board members. 

7.   Formal nominee shareholders and directors, while deliberately non-declaring the nominator; and the 
actual and real manager. 

8.   Informal nominee shareholders and directors selected from the beneficial owner’s family members or 
close associates. 

9.   Establishment of trusts that allow separation between legal and actual ownership (or true ownership) of 
assets.

10.   Use of professional intermediaries in forming and managing legal persons and arrangements: the use 
of professional intermediaries (such as lawyers, accountants, and TCSPs) to enhance the capacity of 
criminals to engage in sophisticated money laundering schemes to conceal, accumulate and move 
volumes of illicit wealth113. 

11.   Deliberately change the name or legal description of certain contracts for misleading purposes. 

12.   False loans and invoices: this are also known as Loan-back or Round-robin, it is a common fraud 
technique used to conceal wealth, assets and BOs. the individual or business pays an invoice or series 
of invoices to a company (which is often located in another country) that is controlled/beneficially owned 
by them, or to an associate or professional intermediary operating on their behalf. The funds may be 
sent via numerous legal persons in the guise of legitimate business transactions but will ultimately pool 
in the account of an international company that is operating in the interests of the beneficial owner of 
the company that paid the initial invoice. In a second stage, funds are returned to the original company 
(which initially sent the funds) in the form of a private loan given from the foreign company. Thus, the 
beneficial owner gets back the funds in a manner that is exempt from income taxation.  

13.   Declaring numerous beneficiaries: some cases often involve the declaration of numerous BOs for one 
account to cause confusion to the FI and conceal the true nature of transactions through the same 
account. Experience has shown that FIs faced difficulties in identifying transactions, beneficiary, and 
tracing suspicious transactions114.  

These methods may interrelate and may be used together in ML/TF activities. In the context of fraud and 
tax evasion, many legal persons may be used in the structure of one legal entity, besides the appointment 
of nominee directors, establishment of Trusts, and opening of bank accounts which impairs the capacities 
of FIUs and competent authorities to trace such criminal activities, arrest and prosecute those involved.  
The complexity of this matter further increases when the ownership and control structures spread across 
multiple jurisdictions. 

This explains the crucial importance of exchanging information between FIUs and competent authorities, 
especially information related to BOs. 
 

107
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109

110
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Financial Action Task Force International (FATF), EGMONT GROUP, 2018, Concealment of Beneficial Ownership, p. 25-46.

World bank / UNIDOC SATR, The puppet masters: how the corrupt use of legal structures to hide stolen assets and what to do about it, 2011.
This definition is similar to the definition of Shell banks provided in glossary included in Methodology for assessing Technical Compliance 
with the FATF Recommendations and the effectiveness of AML/CFT Systems, which defines Shell bank as a bank that has no physical 
presence in the country in which it is incorporated and licensed, and which is unaffiliated with a regulated financial group that is subject to 
effective consolidated supervision. Physical presence means meaningful mind and management located within a country. The existence 
simply of a local agent or low level staff does not constitute physical presence 

Financial Action Task Force International (FATF), EGMONT GROUP, 2018, Concealment of Beneficial Ownership, p. 25.

Shell companies is used in the IO 11 of Methodology for assessing Technical Compliance with the FATF Recommendations and the 
effectiveness of AML/CFT Systems, item 8 of the section under Examples of Specific Factors that could support the conclusions on 
Core Issues, states: To what extent would the relevant competent authorities be able to obtain accurate basic and beneficial ownership 
information on legal persons (e.g., front companies), when investigating offences or breaches concerning the UNSCRs relating financing of 
proliferation? 

Pages 30-31 of the aforementioned reference

Complex ownership and control structures are not, in and of themselves, unlawful. It is conducted to achieve illicit purposes and facilitate the 
exercise of various commercial activities and partnerships in leading business and personal finance management. complex ownership and 
control structure also facilitate the completion of commercial transactions for companies that are regularly active across national borders, provide 
services for international customers and conduct part of the company’s business (such as create, research or develop) in other countries.   
Often complex control structures are used by family businesses, by government-owned or operated public or commercial business 
ventures, and by publicly traded companies to structure their affairs. In these instances, a financial institution, legal/accounting 
professional, or other service provider will be in a position to readily ascertain the beneficial ownership of the structure. These structures 
are generally transparent to relevant authorities and present minimal vulnerabilities for disguising beneficial ownership.
Financial Action Task Force International (FATF), EGMONT GROUP, 2018, Concealment of Beneficial Ownership, p. 26-27.
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Financial Action Task Force International (FATF), EGMONT GROUP, 2018, Concealment of Beneficial Ownership, p. 42.

Pages 41 – 42 of the abovementioned reference. 
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