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Key FINANCIAL SECRECY INDICATORS

Key Financial Secrecy Indicator 3:
Recorded Company Ownership

What is measured?
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ofcompanies tionfsatbmath eeme foinci al aomdn/eoms hi p

| egal ownueprosnhiipnncor poration to a government al F
whet her it requires this information to be upd
transfers or issuance of seévaearets drora atpioonn awhyi ol
changbenefl/ilca @aviher sihnifpor mati on), regardless of

not this information is madeThvail adioesodwrpubl
not ¢ oncsoindpearnti teaatr i sbada public stocktbBathange
are cons‘icherasd ment” beynttiheeCBs Gl obal Forum becaus
they are regulated by the financial supervisor
The recorded beneficial owners must be the nat

have the right to enjoy owner shn pwnrertshhe pr ewar
of the @&aaitprtegscri bmdnby bhatnder i n'gFosrt anhdiasr ds .
purpose, trusts, foundations, partnerships, [
and other variants of | egal persons do not <cou

With the adog4IEdJn Do fr etchh i vMo noeny Anatuinder i ng on
May '20 2015 IlEtuwrtbompean Pa%dlilanethtmember states ha
| egi sl ate for a central register of beneficial
(Article 30, 67). Since then, progress towards
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analyses &dlso revealed weaknesses, | odpholes a
as legislation isopas$.8Eheesi4nt hmoerUe Directive on A
Money Launwdaesr ianngended in 2018 (ref ended to as 4
reqgaeserU member states to give publdedarcefaiccieasls t o
owner ship inftosr matsiton ransposition date was set
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Table 3.1: Secrecy Scoring Matrix KFSI 3

RecorDED ComMmPANY OWNERSHIP

detail s

Regulation

[Secrecy Score: 100
secrecy;

points = full

0 points = full transparency]

Legal Ownership (LO)

Incomplete LO

Secrecy score if not
all legal owners are
recorded for all
types of limited
companies and
updated:

Complete LO

Secrecy score if for
all companies all
legal owners are

recorded and
updated (n o bearer
shares):

Incomplete BO

Complete and updated beneficial
ownership information is not
always recorded, or unknown

100

90

Complete BO @>25%

Complete and updated beneficial
ownership information is always
recorded ata threshold of more
than 25 % (no bearer share  risk)

75

65

Complete BO @>10-25%

Complete and updated beneficial
ownership information is always
recorded at a threshold of more
than 10 % upto 25 % (no bearer
share risk)

50

40

Complete BO @>0-10%

Complete and updated beneficial
ownership information is always
recorded at a threshold of more
than 0 % upto 10 % (no bearer
share risk)

Beneficial Ownership (BO)

25

15

Complete BO @1 share%

Complete and updated beneficial
ownership information is always

recorded for any share/influence
(no bearer share  risk).
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Senior Manager not as BO

If there is a beneficial ownership
registration law but no real BO
was identified ( eg no individual
passed the applicable

thresholds ),the “ seni or
ma n a g asmdét registered as  if
it was areal BO. Rather,t he -25
senior manager, if registered at
all, is registered as a senior
manager . If, however, thereis
no beneficial ownership

registration, then the “senior
manager clause is not
considered.
Givemttibheneficial owner shie meesti srteadnton |

aneéven the FATF st aBGtleafdsnidnotnhenay be
contraditchios yi ndoeda¢torremedyire a specific
el ement to be pB&Odehtnini obhe but applies a

testldefainiti on appears reasonable, it 1is <c
enough. For example, fhirssids cthencasagui fr es
sharehol der to be identifieewvdenafida benefici.

defindbeennot menti‘@montthBylt ehen same token,
definition tamay pemgquomewi th 25% of the voti

right to ®ppedotmdrod her means ofbecontrol wou
considered enough, even if there is no mer
On the other hand, ifoa ihghesdiodtdison elga snor
than 50% before an individual i's @eonsi der e
i f there is no tdoefdentietrinminneatwhad la benefi ci a
or if the definition includes | etglad vehicl:

definition wsiudear éode wmanccept abl e.

For ownership informatiupdatedo bkekecoekséedantd

data should be mneduaiasted etacstbeannual l y.

Furthermore, be&saheul ¢hmaotesbe available in t
jurisdiction or, if available, there shoul
that all existing®bemolkirl isbdad esr aregi st er ec

government 4gutnhcd radtipogi’'st Central Securities
Depository, ridgwplratped) vy
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For ownernsfhoirpmaoi de concompleteedi t needs to

comprise specific minimal elements. It should
a)t he full names, and
b)f ul | addr ess, omuambegassporbi tbDhdates, or a

l denti fication Number.

Howeveirt hwrespect to the completeness of the |

we exceptionally gave jurisdictions the benef]i
unable to determine whether a jurisdiction regq
compl ete ownership detaitmatiThbosonathack of in
compl eteness of | egal ownership details was tr
complete for the purposes of the secrecy score
“Uunknown i s”"BSrriercyi pl emaisnimpadieecbhevelt bé
detail was not specified in most of the avail a
Gl obal Forum peer reviews).

The null secrecy score (full transparency) app
transpaseeosvhieor e registration encompasses abso
nat urearlsopns who have at | east one share in the
secrecy scores cfamo mdaQroeidmtésedcr ecy score if
jurisdictions have comprehensive beneficial ow
covering all bwtmpvwherees §ef i ninteifoinc ioafl boewner shi p
triggered by thresholds of control/ownership h
(e.g. a 25% of ownership).

A clean transposi'tAnothlonéythauiktledi ng Directive

domestic | aw by EU member statescwostdretof/| r
6575poi ntns tKreiysi nanci al Secrecy Indicator (KFSI)
Directive applies a minimum fl|l ocmoreftlRamtrol o
25%bf the company. Under these rules, a natura
indirectly ownss 205r% coorntlreos s 'sofs haa rceosmpwaonuyl d no't
be identified as BO. Four members of one fami/l

BO registration threshold if ®aAbé& held 25% of
recommendations of themdmdyrinaun derailngnagency
Finamd Action Task Force (FATF) suffer from th

Both thes FATFmmendati on’'s '48MndMbhey EUaundering

Directive provide for another problematic cl au
BO. Under <certain condridgliewasnti tnatldroads peireson \
holds the position of s"dmi dre meaemd git reg ealf faisc iaa IE
a comp&EmMF(2012: 60, ;1G.e@. nobr.ei .dieitiai |l s i n sect
bel awhf a jurtbdtchasna | aw on beneficial owne
regi stdaspemsdadrh a senior manager opt out <cl aus
the BO data increase,0irmdesdddti ingn inf at R secr e
score in this KFSI. I n this better case, a com
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to have no BOs (which couldorawoel @l @ritsc| @oser e
that the personebdemargetriyeegisseeneiror manager becausc
real BO was iindetnhgad iefd,gi ving the appearance t|
has a regular BO, who is in reality the senior
This indicator is mainly informed BPBigpst,fi ve di ff
the Global For umhpevee been eawmsal ysed to find out
of ownership information companies must regist
agency. An important Hestweeanotbenefbscmabeowners
information which refers to the natur al per son
company, on the one hand, an‘delfegasl townédreshi p
regi stered owner of the share, which may be an
nomi nee, a tar cotmpa™yA geotvce.r nment al authority i:
so as to“donrcdairdeet e regi stries, regulatory aut h
authorities and authorities to whicB publicly
and is used interchaggeabhmehet@a@gpubtihi c

institution

Second, where doubts or data gaps existed, and t
possible, we have directly analysed domestic |
beneficial ownership registration. Given that

out si de thhaevaeEdyr t ed to regul ate beneficial owne
and these new | aws hawvsee oy deyietth ebre etnhe Gl obal

Forum or the FATEF, t he FSI team has assessed t|
extent capacity and | anguage per mitst ebdyy and ha
|l ocal experts. It is possible that these asses
Gl obal Forum or FATJdFe pctohn druecvti eawnn oifn t hese new | a

Th&hirdt ype of source used was private sector we
Ocra. com, Of f shor esi mfdueth,c ofn, n &t ci.gdl, Adti on Ta:c
Force (FATF) p*eand rififth, e wehees ud ft st h eSuTrJv\e y
209Y(or earlier).

KFSI 3 resembles KFSI 6 relating to public com
information. HGwssves,sekKF3Nly whether compl ete
updat ed beannedf ilceigglbr mati on needs to be recordec
government agency.

All underlying data can be accessed freely in the EFinancial
Secrecy Index database.To see the sources we are using
jurisdictions plaasescihogt Eatbil#dehte t he end of
this document and search for (ID388,0470,esponding
471,472,473,485and486) i n t he datplhbhaseof the respecti
jurisdiction

2020 © Tax Justice Network


https://fsi.taxjustice.net/en/introduction/copyright-license
http://www.financialsecrecyindex.com/database/
http://www.financialsecrecyindex.com/database/
http://www.financialsecrecyindex.com/database/

KFSI 3: Recorbep CompPANY OWNERSHIP

Why is this important?

Absence of reliable and comprehensive owner shi
|l aw enforcement and creates a criminogenic enyv
powerfully by the PassmactPheeelsateiloans provided
proof about the identities of beneficial owner
shell companies. The common thread in the Pana
enabling perpetrators to | aunder illicit proce
drugs money hamdrmuc They dependemnyn cfeicemrcy

through ustompahed&Eusts and foundations avail a
countries worldwide. Intermediaries such as | a
of fices and banks help create and hamdl e those
the British Virgin Islands are not the only pr

Wh
23
be
en

n a jurisdiction, such as ther®Spagate of W
,her®®, aldroimsadompanies to be formed without
eficial ownership information, the scope fo
orcement agencieshe¢ocbopePbebdvedyl restricte

- 5 OO

Thesecalblsehdel | cohgraenimest hi ng more than | etterhb
serving as cfoindanfdlivawfsorn n many di fferent gui ses
resident personsandoltehganla)t uoaadn use a shell c¢comj
money illicitly while claiming to their domest
they have no iowreeiresshtipe company. For example, t
proceeds of bribery and corruption chaenl Ibe hi dd
companies. The World Bank reported in 2011:

Our analysis of 150 grand corruption cases shows that the main

type of corporate vehicle used to conceal beneficial ownership is the

company [ ..] Companies were used to hide the
corruption in 128  of the 150 cases of grand corruption reviewed.

(World Bank 2011: 20,34 )

For illustrative purposes, two examples are provided below:

On March 1, 2010, BAE Systems plc. (BAE) was ordered to pay a US$400
million criminal fine following its admission of guilt, among others, of

conspiracy to defraud the United States and to making false statements

about its Foreign Corrupt Practices Act (FCPA) compliance programme .22
B A E ' anspicacy involved the use of offshore shell companies - most of
which were owned by BAE - to conceal the role of intermediaries it had

hired to assistin p r o mo t SaudigArabian fighter deals. One of the shell
companies used by BAE was incorporated in the British Virgin Islands
(BVI), where incorporation of a legal entity does not require disclosure of

the physical location of the place of business nor the legal and beneficial
ownership information ~ .%
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According to the United States District Court, for reasons related to its
business interests BAE gave the US authorities inadequate information
related to the identity a n avork of its advisers and at times avoided

communicating with its advisers in writing . Furthermore, the contracts and
other relevant materials related to the intermediaries were maintained by
secretive legal trusts in offshore locations .2* The use of shell entities

allowed BAE to conceal the stream of payments to these agents and to
circumv ent laws in countries that did not allow agency relationships. It
also hindered the ability of authorities to detect the schemes and trace the
money .%

Anot her example is the-owmedkbnatomaf Haiti’' s state
telecommunications companywlii Hdlai tsededcecpor at e
vehicles to accept bribes and launder funds. Bribes were paid to Haiti

Teleco’s officials, including the director of
of three international telecommunications companies, based in the U.S.,

withwhic h Haiti Teleco contracted. I n exchange, H:
provided these companies commercial advantages (e.g. preferential and

reduced telecommunications rates), at the expe
revenue. The representatives systematically used inte rmediary shell

companies to funnel wire transfers and cheque payments for fake
consulting services that were never rendered. The use of shell companies

as intermediaries concealed the names of the individual bribe -givers and
bribe -takers as direct counterp  arties in any transactions transferring bribe
money 26,

With respect to tax evasion, consider this hypothetical example: s uppose
that a Kenyan national, normally resident in Nairobi, claims that a

Wyoming registered company delivers consultancy services to his Kenyan

business and the Wyoming company charges US$1,000 a month for these
services. Asa Cc o n s e @ u, ¢he Keayan national pays US$1,000 every
month to the Wyoming company and claims that a) he is no longer in
possession of these funds since he paid them to a foreign company for
services supplied, and b) that the US$1,000 paid monthly is a business
expense that he may off -set against his income in his next tax return.

In reality, however, the Wyoming company is a shell owned and controlled

by the Kenyan national. While the Kenyan tax authority might have a

suspicion that these fund transfers are for illici t purposes e.g. tax evasion,
in the absence of registered o0 wn e r sirffornmation the only way for the
Kenyan tax authority to confirm its suspicions may be - under certain
conditions - to contact its US - counterpart.

The US-tax authority inturn cannot readi ly access the required data on
behalf of the Kenyan authorities if the ownership information is not
registered. In order to find out it could undertake the lengthy exercise of
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going through the judicial system to summon the registered company

agent in Wyom ing. But the due process necessary may take months to

initiate and even then, a possible 0 ut c oistbat the required beneficial
ownership information is unavailable in the USA and is held in a third

country. Thatthird ¢ o u n tmayyof course, be a secrecy jurisdiction where
a trust has been placed into the ownership structure for exactly this

reason.

Faced with such time consuming and expensive obstacles to obtaining
correct information on b e nef bvenership of offshore companies, most
national authori ties seldom, if ever, pursue investigations.

However, beneficial ownership registration alone is no guarantee for law
enforcement to be able to findownership data. Even if a jurisdict
require the recording of beneficial owners controlling more t han 25% of

interest in a company, not a s i n déeneficial owner might be recorded if

four or more natural persons are jointly colluding to control the entity. If

the same jurisdiction’s | aws fail to require r
that company, law  enforcement might end up without any lead to follow

for investigating that company. No ownership information whatsoever

would be available in such a case. Therefore, a jurisdiction requiring all

legal owners to register increases the chances of successful ly investigating

wrongdoers, and thus enhances accountability.

All underlying data can be accessed freely in the E
Financial Secrecy Index database (IDs 388, 470, 471, 472,473, 485
and 486).
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Results Overview

Figure 3.1: Company ownership registration- Secrecy Score
Overview
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Figure 3.2: Legal Ownership Registration Overview

I 74% (98 countries): Complete Legal Ownership
Il 26% (35 countries): Incomplete Legal Ownership
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Figure 3.3: Beneficial Ownership Registration Overview
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2% (2 countries): Complete BO (1 share)

2% (3 countries): Complete BO (>0-10%)

4% (5 countries): Complete BO (>10-25%)
[ 23% (31 countries): Complete BO (>25%)
Il 69% (92 countries): Incomplete BO

Figure 3.4: Senior Manager Clause Overview

I 26% (34 countries): No Senior Manager Clause
Bl 74% (99 countries): Senior Manager Clause
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Table 3.2: Company ownership registration- Secrecy Scores

Secrecy score

IS02: Country Name

B e

Moderately Secretive

AW: Aruba

AO: Angola

AI:  Anguilla

AD: Andorra

AE: United Arab Emirates
AR: Argentina
AG: Antigua and Barbuda
AU: Australia
AT: Austria

BE: Belgium

BD: Bangladesh
BG: Bulgaria

BH: Bahrain

BS: Bahamas
BZ: Belize

BM: Bermuda
BO: Bolivia

BR: Brazil

BB: Barbados
BN: Brunei

BW: Botswana
CA: Canada

CH: Switzerland
CL: Chile

CN: China

CM: Cameroon
CK: Cook Islands
CO: Colombia
CR: Costa Rica

CW: Netherlands Antilles
KY: Cayman Islands
CY: Cyprus

CZ: Czechia

DE: Germany

DM: Dominica

DK: Denmark

DO: Dominican Republic
DZ: Algeria

EC: Ecuador

EG: Egypt

ES: Spain

EE: Estonia

FI:  Finland

FR: France

GB: United Kingdom
GG: Guernsey
GH: Ghana

GIL: Gibraltar
GM: Gambia
GR: Greece
GD: Grenada
GT: Guatemala
HK: Hong Kong
HR: Croatia
HU: Hungary
ID: Indonesia
IM: Isle of Man

IN: India

IE: TIreland

IS: Iceland

IL:  Israel

IT: Italy

JE: Jersey

JO: Jordan

JP:  Japan

KZ: Kazakhstan
KE: Kenya

Secrecy score

IS02: Country Name

100
100
100
40

100
100
100
100

100

Secrecy Score

LALALLILALL AP TPl A

KN: St. Kitts and Nevis
KR: South Korea

KW: Kuwait

LB: Lebanon
LR: Liberia

LC: St. Lucia

LI: Liechtenstein
LK: Sri Lanka
LT: Lithuania
LU: Luxembourg
LV: Latvia

MO: Macao

MA: Morocco
MC: Monaco

MV: Maldives
MX: Mexico

MH: Marshall Islands
MK: Macedonia
MT: Malta

ME: Montenegro
MS: Montserrat
MU: Mauritius
MY: Malaysia
NG: Nigeria

NL: Netherlands
NO: Norway

NR: Nauru

NZ: New Zealand
PK: Pakistan

PA: Panama

PE: Peru

PH: Philippines
PL: Poland

PR: Puerto Rico
PT: Portugal

PY: Paraguay
QA: Qatar

RO: Romania
RU: Russia

RW: Rwanda

SA: Saudi Arabia
SG: Singapore
SV: El Salvador
SM: San Marino

SK: Slovakia
SI:  Slovenia
SE: Sweden

SC: Seychelles

TC: Turks and Caicos Islands
TH: Thailand

TT: Trinidad and Tobago

TN: Tunisia

TR: Turkey

: Taiwan

TZ: Tanzania

UA: Ukraine

UY: Uruguay

US: United States

VC: St. Vincent & Grenadines
VE: Venezuela

VG: British Virgin Islands

VI: US Virgin Islands

VN: Vietnam

VU: Vanuatu

: Samoa

ZA: South Africa

25 to <50

O

50 to <75

Extremely Secretive
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Table 3.3: Assessment Logic

Info Text_Info_ID Answers Valuation Secrecy
ID Score
470 LO Record: Does | 0: No. Companies available without Integrated
the registration recorded legal ownership information; 2: assessment of BO
of domestic All LO: Yes, all companies require and LO as per
companies recording of all legal owners. assessment matrix
comprise legal in KFSI 3, Table1
owner's identity (see FSI -
information? methodology o r
472 LO Update: Is 0:No; 1: No, because bearer shares are KFSI 3 paper). If all
the update of available/circulating/not registered with a beneficial owners
information on public authority (see below); 2: Yes. are always
the identity of registered .and
legal owners upde_lted with all
mandatory? details at the 1
share level, zero
486 | what 0: Only the names are always registered; secrecy score. If
information has 1: Only names and countries of residence not even legal
to be registered are always registered; 2: All names plus owners are always
for those legal countries of residence plus either registered, or
owners who addresses or TINs or birthdates, passport incomplete, or not
need to be or personal IDs_,, or incorporation numbers updated, 100
named (above)? are always registered. secrecy score.
471 BO Record: Does | 0: No. Companies available without Seven intermediate
the registrat ion recorded beneficial ownership information; scores for partial
of domestic 1: Yes, more than 25%. All companies compliance.
companies require recording of all beneficial owners Absence of a senior
comprise at threshold of moret  han 25% (FATF); 2: manager clause in
beneficial Yes, 10% -25%: All companies require the definition of the
owner's identity recording of all beneficial owners at beneficial owner
information? threshold of more than 10%, up to 25%; results in a
3: Yes, up to 10%. All companies require reduction of 0.25 of
recording of all beneficial owners at the secrecy score.
threshold of more than any
share/influence, u pto 10%; 4: Yes all. All
companies require recording of every
single natural person with any
share/influence (‘beneficial owner").
473 BO Update: Is 0: No; 1: No, because bearer shares are
the update of available/circulating/not registered with a
information on public authority (see below); 2: Yes.
the identity of
beneficial
owners
mandatory?
485 What 0: Only the names are always registered:;

information has
to be registered
for those
beneficial
owners who
need to be
named (above)?

1: Only names and  countries of residence
are always registered; 2: All names plus
countries of residence plus either

addresses or TINs or birthdates, passport

or personal IDs are always registered.

2020 © Tax Justice Network



https://fsi.taxjustice.net/en/introduction/copyright-license

KFSI 3:

RecorDED ComMmPANY OWNERSHIP

Info Text_Info_ID Answers Valuation Secrecy
ID Score
388 Can a senior 0: Yes, a senior manager may be

manager ever be
registered as a
beneficial owner
(because no
individual
passed the
threshold to be
considered a
beneficial

registered as a beneficial owner, making it
impossible to distinguish him/her from a

real beneficial owner; 1: No, even if the
senior manager is regis  tered (because no
individual passed the threshold to be
considered a beneficial owner), he/she is
registered as such, but not as an ordinary
'beneficial owner'; 2: No, if no individual

has passed the threshold to be considered

owner)? a beneficial owner, then the top 10
owners have to be identified as beneficial
owners, or the company is struck off the

registry.
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