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Overview

We set out to understand the full range of ways in which current legislation and beneficial ownership
disclosure forms categorise the relationship between a beneficial owner and a legal vehicle (interests).

This work is intended to help us:
a) inform updating the modelling of interest objects in the Beneficial Ownership Data Standard
(BODS) (towards version 1 of the standard);' and
b) explore beneficial ownership definitions that include “benefit” alongside “own” and “control”.

Method

Supply: We have looked at legislation from ten countries and disclosure forms from five of these (i.e.
all those where forms were accessible without a national ID), along with beneficial ownership
transparency guidance from the Financial Action Task Force (FATF), the Organisation for Economic
Co-operation and Development (OECD), and the European Union (EU). From these, we identified the
various categories of interest that mandate disclosure, and how this data is collected.

Implementation lessons: We have reviewed BODS documentation and issues to identify past
modelling decisions, including in relation to state-owned enterprises and nominee directorships.

Demand: We have carried out preliminary exploration of use cases for data on beneficial ownership
interests in order to understand the ways in which users need to distinguish between different
general types of beneficial ownership relationships.

Modelling: We have evaluated different approaches to modelling taken across a range of initiatives,
and tested a range of different approaches to modelling interest relationships in BODS.
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'See: Open Ownership, “Beneficial Ownership Data Standard (vo.4)”,
hitps:/standar nownership.org/en



https://www.notion.so/Updating-how-we-model-interests-in-BODS-98f8a7a0d01247b8999d383b9f178e63?pvs=21
https://standard.openownership.org/en/0.4.0/
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Findings

Supply side

We have reviewed the categories used to specify beneficial ownership disclosures in laws from: the
British Virgin Islands (BVI), Canada, Colombia, Ghana, the Philippines, Portugal, South Africa, the
United Kingdom, and Zambia. We also looked at disclosure requirements for Chile’s Procurement
Register, the EU Anti-Money Laundering Regulations (AMLR), the FATF Recommendations and
supporting Guidance for legal entities and arrangements, and the OECD’s Common Reporting
Standard (CRS).2

Across all these case studies, we find that there is little standardisation in types of interest stipulated
for disclosure either in the guidance produced by different international organisations or in how these
are defined in legislation across countries.

At the international level, interests are defined most concisely in the case of the OECD’s CRS, which
uses only the framework of control (and beneficial owners are known as “controlling persons”) and
sets out a hierarchy of interests from: “control by ownership” to “control by other means”, and
“control by senior management”. Disclosure of individuals in a later category is only required where
no individuals have been identified in a prior category. The CRS sets out specific categories for
controllers of trusts or similar legal arrangements that include settlors, trustees, and beneficiaries.

In the EU’s AMLR, a wider range of interest categories are defined and include beneficial ownership
through different types of “ownership interest” and “control”. This includes voting rights and also
forms of benefit, such as “rights to a share of profits, other internal resources or liquidation balance”.
However, it is the FATF Guidance which is the most wide-ranging in terms of providing different
interest types; we were able to identify at least 24 different types. This includes various examples of
control, especially applicable to legal vehicles that have no ownership shares, or exhibit particular
characteristics in their ownership structures which mean that ownership disclosure thresholds are
difficult to apply. This category includes things like an individual who “has the right to exercise (or
actually exercises) significant influence over the running of the activities of the foundation”. Though

2 European Union, “Regulation (EU) 2024/1624 of the European Parliament and of the Council”, 31 May 2024,

https:/eur-lex.europa.eu/eli/reg/2024/1624/0j; FATF Recommendations: FATF, International Standards on

Combating Money Laundering and the Financing of Terrorism & Proliferation: The FATF Recommendations
(FATF updated 202;)

2024)

arency al-Arrangements : mlo: 7 OELD étandardforAutomatlcExchange of
Fmanczal Informatlon in Yax Matters —Implemenmtlon Hcmdboolf Second Edltzon (OELD Parls 2018)



https://eur-lex.europa.eu/eli/reg/2024/1624/oj
https://www.fatf-gafi.org/content/dam/fatf-gafi/recommendations/FATF%20Recommendations%202012.pdf.coredownload.inline.pdf
https://www.fatf-gafi.org/content/dam/fatf-gafi/recommendations/FATF%20Recommendations%202012.pdf.coredownload.inline.pdf
https://www.fatf-gafi.org/content/dam/fatf-gafi/guidance/Guidance-Beneficial-Ownership-Legal-Persons.pdf.coredownload.pdf
https://www.fatf-gafi.org/content/dam/fatf-gafi/guidance/Guidance-Beneficial-Ownership-Legal-Persons.pdf.coredownload.pdf
https://www.fatf-gafi.org/content/dam/fatf-gafi/recommendations/Guidance-Beneficial-Ownership-Transparency-Legal-Arrangements.pdf.coredownload.inline.pdf
https://www.fatf-gafi.org/content/dam/fatf-gafi/recommendations/Guidance-Beneficial-Ownership-Transparency-Legal-Arrangements.pdf.coredownload.inline.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2018/03/standard-for-automatic-exchange-of-financial-information-in-tax-matters-implementation-handbook-second-edition_a52535ec/841e9512-en.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2018/03/standard-for-automatic-exchange-of-financial-information-in-tax-matters-implementation-handbook-second-edition_a52535ec/841e9512-en.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2018/03/standard-for-automatic-exchange-of-financial-information-in-tax-matters-implementation-handbook-second-edition_a52535ec/841e9512-en.pdf
https://docs.google.com/spreadsheets/d/1oc2xvSdInsVFjpiv_dvzwibTIi7SGkSWvyQkAI36iBQ/edit?gid=1305677179#gid=1305677179
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the FATF Guidance stipulates a broad range of interest types, it also encourages jurisdictions to extend
this number in line with the local framework, and states: “Countries should consider various types of
ownership interests and ways to exercise control over a legal person that exists within their
jurisdiction, pursuant to commercial and administrative law”.

Given the influence of the FATF Guidance, and the encouragement it contains to incorporate other
applicable interest categories in each jurisdiction, it is perhaps unsurprising that we find a significant
degree of variation in how interests are defined at the country level. In examining beneficial
ownership disclosure legislation from ten countries - selected to include a range of geographical
regions - we found that most contained interest types related to:

e ownership of shares;

e voting rights; and

e some aspect of control.

Beyond this, however, the selected countries had a high degree of diversity in legislative definitions of
beneficial ownership, with most containing at least one type of interest not found in other countries in
our sample. For example, the BVI has the interest category of a “creditor who appoints the receiver” of
an insolvent firm; Canada has the category “an individual to whom [undetermined] prescribed
circumstances apply”; Colombia has a “conditional beneficiary” of both legal entities and
arrangements; and Ghana has individuals who have the right to change the company’s business plan.
For trusts and other legal arrangements, there is a particularly high level of diversity in definitions
due to the varied ways that such arrangements are composed across the world. Given that we
continued to find new interest types throughout our review, there are likely many more types in the
legislation of countries not covered within our small sample.

When seeking to map legislative categories of beneficial owners to the interest types currently
available within the BODS codelist, we encountered several challenges. In particular, the use of
compound categories in legislation is problematic, as these do not easily map to a single, distinct
interest. For instance, legislation in the Philippines contains the following category of beneficial
owner: “|a] Natural person(s) who exercise control over the reporting corporation, alone or together
with others, through any contract, understanding, relationship, intermediary or tiered entity”. On a
disclosure form in the Philippines, a person could be declared as being a beneficial owner for having
met the above condition, but users would not know whether it is because this person exercises control
individually or in combination with others, or indeed whether they do so via formal, informal, or
indirect means.?

Moreover, several jurisdictions contain provisions regarding interests in a company where share
ownership may be split between different family members, but where all these individuals would be
disclosable if they collectively possess shares over the given threshold. This cannot be easily
represented by an interest in the existing codelist, and would need to be entered as either “rights
granted by contract”, “shareholding”, or “beneficiary of a legal arrangement”, none of which accurately
reflects the familial nature of the relationships and aggregate shareholding. Similarly, the codelist
does not currently cater well to other forms of interest found in our legislative review, such as
interests associated with partners in a partnership, liquidators, executors, rights to appoint a CEO

3 Note: this type of compound definition reflects language in the FATF Guidance, which states:
“Shareholders may exercise control on the company based on their ownership alone or together with other
shareholders, including through any contract, understanding, relationship, intermediary or tiered entity”:
FATF, Beneficial Ownership of Legal Persons, 18.
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(but not the board), rights to a substantial benefit (that is not profit), or control over the shares of a
firm, but without ownership.

Notably, the way that BODS provides for people to be listed as beneficial owners is independent of
type of interest. For example, in line with international standards, many countries explicitly state in
their legislation that nominee shareholders cannot be named as beneficial owners; it must be the
nominator - the person behind the nominee arrangement — who is disclosed.* BODS can represent
that a person is a beneficial owner and has nominated a third party as a nominee shareholder. In a
different regime, where a nominee must disclose themselves as a beneficial owner alongside their
status as a nominee shareholder, this can also be represented in BODS data. This flexibility of BODS
extends to being able to represent that a person is a beneficial owner, but the nature of their interests
in the subject is unknown.

Demand

A standardised model for representing interests can be useful for a number of reasons, each
addressed below.

Communication and visualisation

Data from multiple sources can be represented to users in a consistent manner without requiring
users to understand each local category of beneficial owner.

For example, drawing on a common codelist, tools like the BODS visualisation library can visually
indicate ownership vs. control interests, or can use common nomenclature to describe interests
originally captured under different legal systems.’ Search and filtering interfaces may want to apply
common and concise nomenclature around ownership, control, and other interests.

Interoperability

When it is possible to uniquely map the categories of beneficial owner handled by a given system (a
central register, a bank’s know-your-customer (KYC) platform, etc.) to BODS interests, then it
becomes possible for systems to import BODS data without additional manual labour. This can
support use cases such as:

e companies holding their own structured beneficial ownership data, and providing this to
multiple registers or systems (e.g. a bank’s KYC systems); and

e aprocurement system sold across multiple countries being able to integrate beneficial
ownership data more easily.

Querying

A common codelist allows users consuming data from multiple systems to filter it by, for example,
selecting only control-based relationships, or selecting only relationships that have been declared to
involve powers to appoint or dismiss staff.

+ See the Glossary of FATF, The FATF Recommendations, 133.
5 See: Open Ownership, “Beneficial Ownership Data Standard visualisation library”,
|- . T T . "\7—1 ~ |- 3 Oy . 3 213 3 A . & ).( — \'—1 ~ | 3 - . a-_<tar .



https://www.openownership.org/en/publications/beneficial-ownership-data-standard-visualisation-library/
https://www.openownership.org/en/publications/beneficial-ownership-data-standard-visualisation-library/
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Shaping implementation

We have evidence that BODS is currently used by governments, software providers, or civil society
advocates as a reference point for thinking about the different kinds of interests that researchers
should look for, that systems should allow declaration of, or that policy should cover:

In our use case for Malaysia, a long list of interest type definitions by BODS is helpful in having some
sort authoritative reference/standard and guidance for civil society and journalists in determining
whether a government entity has actual control over subsidiaries of private companies, and who is
the ultimate person in control of that government entity.®

Modelling implications

Current modelling
Interests are currently modelled using a number of fields:

type - using the Interest Type codelist;’
directOrIndirect - a string indicating whether the relationship between interestedParty
and Subject is known to be direct or indirect, or whether this is unknown;

e beneficialOwnershipOrControl - aboolean (Yes/No) value for whether this interest has
been declared as being part of a beneficial ownership relationship;

e details - currently defined as “The local name given to this kind of interest, or further
information (semi-structured or unstructured) to clarify the nature of the interest”;
startDate - the date from which the interest has been active;
endDate - the date from which the interest ceased to exist;
share - the proportion of this type of interest held by the interested party, where an interest
is countable.

Modelling considerations: Statement expansion and reduction

Imagine two disclosure regimes. Each requires disclosure of cases when a beneficial ownership
interest is held through an arrangement. In one, JA, the data collection forms require specification of
the details of the arrangement. In the other, JB, there is a simple drop-down list box to choose
“Control via arrangement”.

¢ Khairil Yusof, Sinar Project. See: GitHub, “Feature: Interest modelling #466', comment from @kaerumy on
25 September 2024,

ship Data Standard vo.4 - Interest Type”,

7Open Ownership, “Schema reference - Beneficial Owner



https://standard.openownership.org/en/0.4.0/standard/reference.html#interest
https://standard.openownership.org/en/0.4.0/standard/reference.html#interest-type
https://github.com/openownership/data-standard/issues/466#issuecomment-2373967414
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In the BODS data model, these can both ultimately be represented accurately as indirect ownership
chains via an arrangement.

In ]A, the registration system can create records
Person statement

for the intermediary arrangement and its
relationships using the disclosed information. 8 ) personType: knownPerson
BODS statements can then be generated

concerning the intermediary and its role in the
chain.

g

Relationship statement

However, for JB, the arrangement details are
unknown. This means that publishing BODS interests
data that accurately represents the chain would
involve creating a set of BODS statements
(concerning the unknown arrangement) which

may not be directly generated from records in Entity statement
the system. This can be conceptually and .
technically difficult to achieve. u@ entityType.type: arangement

_

Similarly, types of beneficial ownership
interests described in legislation, such as
ownership “Jointly with family”, may be Relationship statement
modelled in BODS through an intermediary
arrangement with additional unknown family
member parties, although this modelling may
lose information about the family relationships
between particular parties.

interests

Entity statement

This leads us to consider having interest type

codelist entries that can capture concepts such ) entityType.type: registeredEntity
as “By arrangement” or “Jointly with family”.

However, this would introduce or expand the

number of cases where there could be multiple

ways of modelling the same thing in BODS,

which creates issues for data users.

One approach to dealing with this would be specifying a set of expansion and reduction rules for data
use, such that:

e complex modelling can be reduced into a single indirect interest statement; and/or
e indirect interest statements can be expanded out into complex modelling with known or
unknown intermediary components.

This could be a contribution to simplifying BODS.?

8 See: GitHub, “Feature: BODS simplification #737”,
l] N . ats ~

andard/iss



https://github.com/openownership/data-standard/issues/737
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Modelling options

We have considered a range of modelling options, and from these we have identified a preferred

option.

Discounted options

The options we have discounted are briefly described below.

Modelling option 1: Exhaustive codelist

An exhaustive codelist would seek to cover all possible variations of interest type. This is, essentially,
building on the status quo. We identified two main variations of this approach, and three
implementation approaches:

1.

Codelist by jurisdiction: local nomenclature. Every distinct interest type included on an
official form (or in legislation) would be entered into the codelist in its source language and
with a jurisdiction code. This would mirror the approach taken by the Global Legal Entity
Identifier Foundation (GLEIF) and ISO to the Entity Legal Forms Code List, which provides a
lookup of established nomenclature in each jurisdiction.® This supports in-country
interoperability (i.e. two disclosures from the same jurisdiction should not use different
codes), but does not promote cross-jurisdictional interoperability - as, for example, there
might be as many distinct codelist entries for “shareholding” as there are jurisdictions covered
by the codelist.

Codelist with cross-jurisdictional mapping: common nomenclature. In this approach, an
effort is made to provide an exhaustive list of concepts but not to duplicate concepts where
jurisdictions refer to exactly the same kind of interest, even if using different names. For
example, “shareholding” in the United Kingdom’s People with Significant Control register, and
“participation au capital” in a French disclosure would both map to the same codelist entry.
However, the codelist would be expanded to also include composite complex concepts even if
used in only one jurisdiction, creating a long-tail of lesser used codes.

Based on the supply side research, we consider maintaining codelists of this form is likely to be a
complex task, and so briefly examined three possible approaches:

1.

Closed codelist: codes are checked against an authority list during data validation. A central
authority considers proposals for each new code entry, and adds them to the list. This would
be a relatively minimal task in the case of a codelist by jurisdiction, but in the case of
cross-jurisdictional mapping, it could require considerable research in order to identify
conceptual and semantic overlap between interest types from different jurisdictions.

Open codelist: a codelist is provided as guidance, but data creators are free to add codes to
this. Data creators are encouraged to consult local sources of authority (e.g. national guidance)
in order to maximise domestic interoperability of data, but BODS validation tools do not
provide pass/fail checks against an authority list. Tools could warn where new codes are seen
in order to encourage data creators to check for minor errors in code formatting.

? See: GLEIF, “ISO 20275: Entity Legal Forms Code List”,

re/en/about-lei/code-lists/is0-20275-


https://www.gleif.org/en/about-lei/code-lists/iso-20275-entity-legal-forms-code-list
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3. Self-service registry: codes are checked against a register of codes in use. Anyone can add
entries to this codelist, and a light automated process is provided to minimise code
duplication.

If adopting the exhaustive codelist approach, then we believe a self-service registry approach would
be likely to help nudge data towards interoperability without requiring a significant overhead.
However, on balance, we are not convinced that an exhaustive codelist suitably meets the needs of
users.

Our preferred approach, outlined below, includes a free-text interest title field, and there may be
value in providing a small service which harvests all known values of this field and generates a regular
report of these by publishing jurisdiction. This would encourage harmonisation of terminology
without making this into a formal exhaustive codelist.

Modelling option 2: Hierarchical codelist

A hierarchical codelist would identify a number of top-level categories of interest, with variations in
interest nested below. This could enable users to select the level of detail they are interested in: for
example, deciding whether to filter data by a top-level category such as “Control via Role”, or to filter
by more detailed codelist entries such as “Company Director” or “Senior Manager”.

While this approach has some intuitive appeal, in practice, the data we encountered in our supply side
review does not support a simple hierarchical approach. This approach is also vulnerable to becoming
a more complex version of the exhaustive codelist where not only do many subtle variations need to
be accounted for, but they are also located within a hierarchical taxonomy.

Modelling option 3: Classification tags
A tag-based approach would provide a codelist of basic concepts that can be combined to represent
more complex interest types.

For example, where the Colombian disclosure regime requires beneficial ownership disclosure from:

A natural person who directly and together with a family member (up to a second degree of
consanguinity):

1a) holds 5%+ of the share capital;

1b) holds 5%+ of the voting rights;

1¢) benefits from 5%+ of the assets;

1d) receives 5%+ of the profits or earnings.

And separately:

A natural person who indirectly and together with a family member (up to a second degree of
consanguinity):

(2a)  holds 5%+ of the share capital;

(2b) holds 5%+ of the voting rights;

(2¢) benefits from 5%+ of the assets;

(2d) receives 5%+ of the profits or earnings.

These eight variations could be captured by seven tags representing the concepts of:

e Shareholding, Voting, Right to Assets, Right to Profits, Jointly with Family, Direct and Indirect
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This would map (1a) above to tags for [Shareholding, Direct, Jointly with Family], and (2b) to tags for
[Voting, Indirect, Jointly with Family].

This approach has some value for allowing structured representation of diverse interest types through
a relatively limited set of codelist entries. However, in testing against real-world disclosure categories
and forms we found that:

1. Forms often do not capture adequate information to know which tags should apply. For
example, a form might not adequately distinguish (1a) and (1d) above. This could lead to either
false positive or false negative application of tags in real-world data.

2. Capturing all the various concepts found in real-world disclosure still requires the tagging
codelist to grow quite extensive to cater for edge cases. For example, we quickly found we
needed to add codes to cater for executors, rights in case of death of a party to a contract, etc.

Preferred option

Our preferred option is that the current t yvpe codelist would be replaced with an object consisting of:

e title (string) - the name of the interest as described at the point of disclosure (i.e. the name
given to this interest type in the jurisdiction);

e class (enum, 1..n) - a high-level required codelist consisting of a small set of categories such
as [control, economic benefit, other benefit];

e mechanism (enum, 1.n) - a high-level optional codelist consisting of a small number of
mechanisms such as [shareholding, role, contract, arrangement, family, other];

e description (string) - either additional standardised descriptions of this interest type,
and/or specific descriptions provided for this disclosure.

If this approach is taken forward, further work will be required to confirm the exact contents of the
class and mechanism codelists.

Note that the inclusion of “other benefit” is intentional, with an assumption that in some cases,
“other” will be quite widely used, and there will be a high bar to the inclusion of additional entries in
either codelist.

There are a number of implications and options that follow from this proposal:

e Publishers would be expected to list out the title of all the interest types that are disclosed or
published in their jurisdiction, and to document the interest type data objects (including class
and mechanism tags) that data users can expect to see in the published data.

e (Guidance could be provided by BODS on common interest type objects. For example, voting
shares with a right to profit would have a c1ass of both “control” and “economic benefit”, and
amechanism of “shareholding”.

e This approach could be applied through full replacement of the +ype field with an object
(major version upgrade required), or deprecation of + ype and introduction of a
classification object (technically possible within a minor version upgrade).

e Consideration will need to be given to the other properties in the current Interest object (e.g.
share and beneficialOwnershipOrControl)and where they ought to be situated.

This preferred approach is based on a number of key reflections:

Many use cases can be met with standardisation, at a high level of abstraction, of interest types. For
example, showing a distinction between “economic benefit”, “control”, and “other benefit” may satisfy
many applications integrating data from different sources (and many use cases rely simply on finding
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the presence of any interest to establish a connection between two subjects). We can leave the problem
of understanding more detailed variations between interest types to particular applications and use
cases. They will have diverse needs related to how granular a distinction is drawn between different
interest types.

Some formal interest types are fairly common across jurisdictions and could be standardised with a
low level of abstraction. For example, holding shares in a company, or being a beneficiary of a
trust-like arrangement confer legally recognised rights in many jurisdictions. There is little difference
from place to place in the form of these interests.

Disclosure forms and processes often do not capture the full variation in interest types provided for
in law and regulation. Legislation may set out the different criteria which make someone a beneficial
owner of a firm or other entity. However, the way that a disclosure is provided via a form may not
involve stating which criteria have been met. (For example, it is possible that disclosing the name of a
person and checking a box to declare that they are a beneficial owner is the extent of information
collected.) If BODS requires that precise information is conveyed about the criteria that (may) have
been met, this risks either putting undue pressure on data collection, or giving a false impression to
users about the precision of data that may be available.

The wide variation in definitions of beneficial ownership, and how these break down into categories
of beneficial owner and then to interests, is a policy issue. It is not possible to perfectly align the
semantic meaning of interest disclosures between different jurisdictions through a common codelist
alone. The precise meaning of an interest rests not only upon the term used for it, but also the legal
system it is embedded within, and many wider contextual factors. There has been a policy choice to
encourage jurisdictions to tailor beneficial ownership rules to local contexts, and any efforts to
harmonise definitions (if sought) will require policy efforts and legislative change at the national level.
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