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B. Beneficial Ownership: Out of the Shadows 

 

The corporate structure of an organization today could be easily manipulated as a result of 

lack of transparency in the company ownership structures.  

1MBD would be the best example to illustrate the impact of manipulation of the company 

ownership structure in Malaysia. 

Money laundering, tax evasion, corruption and other financial crimes could now be easily 

committed when the company ownership structure is too opaque for the true controllers of 

the company to be identified.  

 

With the increasing number of financial crimes cases, these issues had been brought into 

serious attention by the government and also external financial forces.  

 

In year 2000, Malaysia officially joined forces with other 40 nations under the Asia-Pacific 

Group on Money Laundry (APG) and thus, was obliged to enhance the rules and regulations 

of the financial structures in our nation, under the APG Mutual Evaluation and commit under 

the regulations of Financial Action Task Force (FATF). 

 

Under Recommendation 24 of FATF, the issue of transparency and beneficial ownership of 

legal persons is raised with further elaborations on ways to identify beneficial owners and the 

importance of timely access to current and accurate information of beneficial ownership of a 

company.  

 

In fact, a provision had already been laid out in the Companies Act 2016 (CA 2016) on the 

issue of beneficial ownership. However, the provision might not been enacted fully in the 

past few years.  

 

Instead, SSM had been referring to foreign cases on the enactment of law on beneficial 

ownership. Reference of cases from United Kingdom, Singapore and Hong Kong formed the 

basis for SSM, where the concept of beneficial ownership is largely decided by significant 

control of an individual on the entity. 
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On the current provision in CA 2016, beneficial owner is defined as “the ultimate owner of 

the shares and does not include a nominee of any description” under Section 2 of the act.  

 

 

 

This definition has been criticized by FATF as it does not go beyond the holding of voting 

shares of the individuals.  

 

In the “Beneficial Ownership Implementation Toolkit” published in March 2019 by the Global 

Forum on Transparency and Exchange of Information for Tax Purposes and the Inter-

American Development Bank, FATF had stated its standard of defining beneficial ownership – 

“beneficial owner refers to 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.”  

 

Apart from that, a threshold of 25% control of an entity would also be taken into 

consideration in defining beneficial ownership. 

 

Generally, for an entity, a beneficial owner includes a natural person with direct ownership of 

an entity, which is to hold shareholding or ownership of more than 25% or indirect ownership, 

where a natural person has control over an entity or over multiple entities of more than 25% 

shareholding or ownership interest.  

 

Thus, to bring the true controllers out of the shadow, the Companies Commission of Malaysia 

(or SSM, being its abbreviation in Malay) had issued the Guideline for the Reporting 

Framework for Beneficial Ownership of Legal Persons (“Guidelines”) on 8 November 2019 and 

to be brought into effect starting from 1 March 2020. 
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