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GUIDANCE ON TRANSPARENCY AND BENEFICIAL OWNERSHIP 
(RECOMMENDATIONS 24 & 25) 

I.  INTRODUCTION 

1. Corporate vehicles1—such as companies, trusts, foundations, partnerships, and other types of 

legal persons and arrangements—conduct a wide variety of commercial and entrepreneurial 

activities. However, despite the essential and legitimate role that corporate vehicles play in the 

global economy, under certain conditions, they have been misused for illicit purposes, including 

money laundering (ML), bribery and corruption, insider dealings, tax fraud, terrorist financing (TF), 

and other illegal activities. This is because, for criminals trying to circumvent anti-money laundering 

(AML) and counter-terrorist financing (CFT) measures, corporate vehicles are an attractive way to 

disguise and convert the proceeds of crime before introducing them into the financial system.  

2. The misuse of corporate vehicles could be significantly reduced if information regarding both 

the legal owner and the beneficial owner, the source of the corporate vehicle’s assets, and its 

activities were readily available to the authorities.2 Legal and beneficial ownership information can 

assist law enforcement and other competent authorities by identifying those natural persons who 

may be responsible for the underlying activity of concern, or who may have relevant information to 

further an investigation. This allows the authorities to “follow the money” in financial investigations 

involving suspect accounts/assets held by corporate vehicles. In particular, beneficial ownership 

information3 can also help locate a given person’s assets within a jurisdiction. However, countries 

face significant challenges when implementing measures to ensure the timely availability of 

accurate beneficial owner information. This is particularly challenging when it involves legal 

persons and legal arrangements spread across multiple jurisdictions.  

3. The Financial Action Task Force (FATF) has established standards on transparency, so as to 

deter and prevent the misuse of corporate vehicles. The FATF Recommendations require countries4 

to ensure that adequate, accurate and timely information on the beneficial ownership of corporate 

vehicles is available and can be accessed by the competent authorities in a timely fashion. To the 

extent that such information is made available,5 it may help financial institutions (FIs) and 

designated non-financial businesses and professions (DNFBPs) to implement the customer due 

diligence (CDD) requirements on corporate vehicles including to identify the beneficial owner, 

identify and manage ML/TF risks, and implement AML/CFT controls based on those risks (including 

                                                      

1  This paper uses the term corporate vehicles to mean legal persons and legal arrangements, as defined in 
the glossary of the FATF Recommendations.  

2  FATF (2006), and FATF & CFATF (2010).  
3  The term beneficial owner is defined in chapters IV, and the terms beneficial ownership information are 

defined with respect to legal persons and legal arrangements in chapters V and VI respectively.  
4  All references in this guidance paper to country or countries apply equally to territories or jurisdictions.  
5  The Interpretive Note to Recommendation 24 at paragraph 13 requires countries to consider facilitating 

timely access by FIs and DNFBPs to a company’s register of its shareholders or members, containing the 
names of the shareholders and members and number of shares held by each shareholder and categories 
of shares (including the nature of the associated voting rights). 
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suspicious activity reporting and sanctions requirements). The availability of such information, 

however, does not exempt FIs and DNFBPs from their other obligations under Recommendations 10 

and 22. They should, in any case, not rely exclusively on such information. Concern over the misuse 

of corporate vehicles led the FATF to strengthen and clarify the standards on transparency.6 While 

the high-level policy objectives remain unchanged, further detail was included in the standards to 

ensure that the mechanisms for implementation are understandable. The revision of the standards 

was intended to provide clarity to countries on how to achieve effective implementation. 

4. Other international bodies are also taking concrete action to promote the transparency of 

corporate vehicles. For example, in 2013 G8 countries endorsed core principles on beneficial 

ownership, consistent with the FATF standards, and published action plans setting out the steps 

they will take to enhance transparency.7 As well, the G20 Leaders publicly encouraged all countries 

to tackle the risks raised by opacity of corporate vehicles, and committed to leading by example in 

their implementation of the FATF standards on beneficial ownership, which are also relevant for tax 

purposes.8 In addition, the OECD Working Group on Bribery considers in its monitoring reports 

whether lack of access to information about the beneficial ownership of legal persons is an obstacle 

to the effective enforcement of the offence of bribing a foreign public official.9 

5. The purpose of the FATF standards on transparency and beneficial ownership is to prevent 

the misuse of corporate vehicles for money laundering or terrorist financing. However, it is 

recognised that these FATF standards support the efforts to prevent and detect other designated 

categories of offences such as tax crimes and corruption. In this respect, the measures that countries 

implement to enhance transparency in line with the FATF Recommendations may provide a 

platform to more effectively address serious concerns such as corruption, as well as to meet other 

international standards.10 

6. Implementation of the FATF Recommendations on transparency and beneficial ownership 

has proved challenging.11 Consequently, the FATF has developed this guidance paper to assist 

countries in their implementation of Recommendations 24 and 25, as well as Recommendation 1 as 

it relates to understanding the ML/FT risks of legal persons and legal arrangements. The audience of 

this guidance is primarily policy makers and practitioners in national authorities and the purpose is 

to assist them to identify, design and implement appropriate measures to prevent the misuse of 

corporate vehicles in line with the FATF standards. The guidance also explains the connection 

between CDD measures and specific transparency measures, and it may be useful to financial 

institutions and DNFBPs in their implementation of AML/CFT preventive measures. This guidance 

paper covers: 

                                                      
6  The FATF Standards comprises the FATF Recommendations and Interpretive Notes, which were revised 

in February 2012 and have been endorsed by more than190 countries across the globe.  
7  G8 Leaders Communiqué from the 2013 Lough Erne Summit. 
8  G20 Leaders’ Declaration (St. Petersburg Summit, 6 September 2013), and the G20 Communiqué from 

the Meeting of G20 Finance Ministers & Central Bank Governors (Moscow, 19-20 July 2013). 
9  Monitoring reports on implementation of the OECD Convention on Combating the Bribery of Foreign Public 

Officials in International Business Transactions by its Parties can be found at: www.oecd.org/daf/anti-
bribery/countryreportsontheimplementationoftheoecdanti-briberyconvetion.htm.  

10  Such as the United Nations Convention Against Corruption (UNCAC), the Criminal Law Convention on 
Corruption, and the OECD Convention on Combating the Bribery of Foreign Public Officials in International 
Business Transactions.  

11  See the results of the mutual evaluation reports of FATF and FATF-style regional bodies (FSRBs). 

http://www.oecd.org/daf/anti-bribery/countryreportsontheimplementationoftheoecdanti-briberyconvetion.htm
http://www.oecd.org/daf/anti-bribery/countryreportsontheimplementationoftheoecdanti-briberyconvetion.htm
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a) An overview of how corporate vehicles can be misused and the challenges for 

countries in implementing measures to prevent such abuse (Section II) 

b) The definition of beneficial owner (Section III) 

c) Guidance to countries on effective mechanisms to combat the misuse of legal persons 

and legal arrangements (Section IV) 

d) Guidance to countries on implementing measures to enhance the transparency of legal 

persons (Section V) 

e) Guidance to countries on implementing measures to enhance the transparency of legal 

arrangements (Section VI) 

f) The relationship between standards on transparency and beneficial ownership 

(Recommendations 24 & 25), and other Recommendations (CDD requirements 

(Recommendations 10/22 and wire transfers (Recommendation 16)) (Section VII) 

g) Access to information by competent authorities (Section VIII), and 

h) Guidance on international cooperation involving beneficial ownership information 

(Section IX). 

7. This guidance is non-binding and does not override the purview of national authorities. It is 

intended to complement existing FATF guidance and other ongoing work12 by building upon the 

available research, including relevant FATF typologies reports, and the experiences of countries. It 

also takes into account work being undertaken by other international bodies which are focusing on 

ensuring the transparency of corporate vehicles. 

                                                      
12 In particular, FATF is developing guidance on the implementation of a risk-based approach for financial 

institutions and DNFBPs, including trust and company service providers, which, when complete, will 
complement this paper. 
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II. THE MISUSE OF LEGAL PERSONS AND ARRANGEMENTS  

8. A number of important studies by the FATF,13 and the World Bank and United Nations Office 

of Drugs and Crime’s (UNODC) Stolen Asset Recovery Initiative (StAR)14 have explored the misuse of 

corporate vehicles for illicit purposes, including ML/TF. In general, the lack of adequate, accurate 

and timely beneficial ownership information facilitates ML/TF by disguising: 

 the identity of known or suspected criminals, 

 the true purpose of an account or property held by a corporate vehicle, 

and/or  

 the source or use of funds or property associated with a corporate vehicle.  

9. For example, beneficial ownership information can be obscured through the use of: 

a) shell companies15 (which can be established with various forms of ownership 

structure), especially in cases where there is foreign ownership which is spread across 

jurisdictions 

b) complex ownership and control structures involving many layers of shares 

registered in the name of other legal persons 

c) bearer shares and bearer share warrants  

d) unrestricted use of legal persons as directors 

e) formal nominee shareholders and directors where the identity of the nominator is 

undisclosed 

f) informal nominee shareholders and directors, such as close associates and family, 

and 

g) trusts and other legal arrangements which enable a separation of legal ownership 

and beneficial ownership of assets. 

h) use of intermediaries in forming legal persons, including professional 

intermediaries. 

10. These problems are greatly exacerbated when different aspects of a corporate vehicle 

implicate numerous countries. Criminals often create, administer, control, own, and financially 

operate corporate vehicles from different countries, thereby preventing competent authorities in 

any one jurisdiction from obtaining all relevant information about a corporate vehicle which is 

                                                      
13 FATF (2006) and FATF & CFATF (2010). 
14 The Puppet Masters report was published in 2011 by the World Bank / UNODC StAR. This comprehensive 

report examined over 150 cases of large scale corruption and found that most cases of large-scale 
corruption involve the use of one or more corporate vehicles to conceal beneficial ownership. The report 
examines the use of legal structures to hide stolen assets, outlines in detail how corporate vehicles can be 
used to facilitate corruption, identifies significant challenges that countries face when seeking to 
implement measures to prevent corporate vehicles being misused in corruption schemes, and provides 
recommendations to countries on how to address these challenges.   

15  For the purpose of this paper, shell companies are considered to be companies that are incorporated that 
have no significant operations or related assets. 











































































http://www.fatf-gafi.org/documents/documents/themisuseofcorporatevehiclesincludingtrustandcompanyserviceproviders.html
http://www.fatf-gafi.org/documents/documents/themisuseofcorporatevehiclesincludingtrustandcompanyserviceproviders.html
http://www.fatf-gafi.org/documents/documents/themisuseofcorporatevehiclesincludingtrustandcompanyserviceproviders.html
http://www.fatf-gafi.org/documents/documents/moneylaunderingusingtrustandcompanyserviceproviders.html
http://www.fatf-gafi.org/documents/documents/moneylaunderingusingtrustandcompanyserviceproviders.html
http://www.fatf-gafi.org/topics/fatfrecommendations/documents/fatf-recommendations.html
http://www.fatf-gafi.org/topics/fatfrecommendations/documents/fatf-recommendations.html
http://www.fatf-gafi.org/documents/documents/nationalmoneylaunderingandterroristfinancingriskassessment.html
http://www.fatf-gafi.org/documents/documents/nationalmoneylaunderingandterroristfinancingriskassessment.html
http://www.fatf-gafi.org/documents/documents/nationalmoneylaunderingandterroristfinancingriskassessment.html
http://www.fatf-gafi.org/documents/documents/mltf-vulnerabilities-legal-professionals.html
http://www.fatf-gafi.org/documents/documents/mltf-vulnerabilities-legal-professionals.html
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