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2.3. Board Responsibility for Compliance 
 
10. The board of the firm has effective responsibility for compliance with Schedule 3 and the 

Commission Rules.  References to compliance in this Handbook generally are to be taken as 
references to compliance with Schedule 3 and the Commission Rules. 

 
11. The board of the firm is responsible for managing the firm effectively and is in the best position 

to understand and evaluate all potential risks to the firm, including those of ML and FT.  The 
board must therefore take ownership of, and responsibility for, the business risk assessments and 
ensure that they remain up to date and relevant. 

 
12. More information on the process and requirements for conducting business risk assessments can 

be found in Chapter 3 of this Handbook. 
 
13. The board must organise and control the firm effectively, including establishing and maintaining 

appropriate and effective policies, procedures and controls as detailed below, and having 
adequate resources to manage and mitigate the identified risks of ML and FT taking into account 
the size, nature and complexity of its business. 

 
14. Taking into account the conclusions of the business risk assessments, in accordance with 

Paragraph 2(b) of Schedule 3, the firm shall have in place effective policies, procedures and 
controls to identify, assess, mitigate, manage, review and monitor those risks in a way that is 
consistent with the requirements of Schedule 3, the Relevant Enactments, the NRA and the 
Commission Rules in this Handbook. 

 
15. In addition to the general duty to understand, assess and mitigate risks as set out in Paragraph 2 

of Schedule 3 and the requirement to maintain effective policies, procedures and controls 
contained therein, the firm should be aware that other paragraphs of Schedule 3 and this 
Handbook also contain more specific requirements in respect of the policies, procedures and 
controls required to mitigate particular risks, threats and vulnerabilities. 

 
16. These policies, procedures and controls should enable the firm to comply with the requirements 

of Schedule 3 and the Commission Rules, including amongst other things, to: 
 

(a) conduct, document and maintain business risk assessments to identify the inherent ML and 
FT risks to the firm and to define the firmôs AML and CFT risk appetite (see Chapter 3); 

(b) conduct risk assessments of all business relationships and occasional transactions to 
identify those to which Enhanced Customer Due Diligence (ñECDDò) measures and 
monitoring must be applied, and those to which Simplified Customer Due Diligence 
(ñSCDDò) measures can be applied where this is considered appropriate (see Chapter 3); 

(c) apply sufficient Customer Due Diligence (ñCDDò) measures to identify, and verify the 
identity of, customers, beneficial owners and other key principals, whether natural persons, 
legal persons and legal arrangements, and to establish the purpose and intended nature of 
the business relationship or occasional transaction (see Chapters 4-7); 

(d) apply ECDD measures to those business relationships and occasional transactions deemed 
to pose a high risk of ML or FT and/or enhanced measures to those business relationships 
or occasional transactions involving, or in relation to, one or more of the higher risk factors 
prescribed by Paragraph 5(2) of Schedule 3 sufficient to mitigate the specific risks arising 
(see Chapter 8); 

(e) apply SCDD measures in an appropriate manner where the circumstances of a business 
relationship or occasional transaction are such that the ML and FT risks have been 
assessed as low (see Chapter 9); 

(f) conduct transaction and activity monitoring (see Chapter 11); 



 

Chapter 2 - Page 20 

(g) monitor business relationships on a frequency appropriate to the assessed risk to ensure 
that any unusual, adverse or suspicious activity is highlighted and given additional 
attention (see Chapter 11); 

(h) screen customers, payees, beneficial owners and other key principals to enable the prompt 
identification of any natural persons, legal persons or legal arrangements subject to United 
Nation (ñUNò), European Union (ñEUò) or other sanction (see Chapter 12); 

(i) report promptly to the FIS where an employee knows or suspects, or has reasonable 
grounds for knowing or suspecting, that another person is involved in ML and/or FT 
(including in connection with an attempted transaction) (see Chapter 13); 

(j) screen transfers of funds for missing or incomplete payer and payee information where the 
firm is a payment service provider (ñPSPò) (see Chapter 14); 

(k) screen potential employees to ensure the probity and competence of board and staff 
members (see Chapter 15); 

(l) provide suitable and sufficient AML and CFT training to all relevant employees, identify 
those employees to whom additional training must be provided and provide such additional 
training (see Chapter 15); 

(m) maintain records for the appropriate amount of time and in a manner which enables the 
firm to access relevant data in a timely manner (see Chapter 16); and 

(n) ensure that, where the firm is a majority owner or exercises control over a branch office or 
subsidiary established outside the Bailiwick, the branch or subsidiary applies controls 
consistent with the requirements of Schedule 3 or requirements consistent with the FATF 
Recommendations. 

 
2.4. Board Oversight of Compliance 
 
17. In accordance with Paragraph 15(1)(c) of Schedule 3, the firm shall establish and maintain an 

effective policy, for which responsibility shall be taken by the board, for the review of its 
compliance with the requirements of Schedule 3 and this Handbook, and such policy shall include 
provision as to the extent and frequency of such reviews. 

 
18. The board must consider the appropriateness and effectiveness of its compliance arrangements 

and its policy for the review of compliance at a minimum annually, or whenever material changes 
to the business of the firm or the requirements of Schedule 3 or this Handbook occur.  Where, as 
a result of its review, changes to the compliance arrangements or review policy are required, the 
board must ensure that the firm makes those changes in a timely manner. 

 
19. As part of its compliance arrangements, the firm is responsible for appointing an MLCO who is 

responsible for the firmôs compliance with its policies, procedures and controls to forestall, 
prevent and detect ML and FT.  This Section should therefore be read in conjunction with Section 
2.8.1. of this Handbook which sets out the roles and responsibilities of the MLCO. 

 
20. In addition to appointing an MLCO, the board of the firm must consider periodically whether, 

based upon the size and risk profile of the firm, it would be appropriate to maintain an 
independent audit function to test the ML and FT policies, procedures and controls of the firm. 

 
21. While neither Schedule 3 nor this Handbook mandate such an appointment, specified businesses 

which are part of a large financial group are likely to have an audit function or be subject to 
oversight from a group function.  Other specified businesses may utilise the services of an 
external auditor or other independent body to test the appropriateness and effectiveness of their  
policies, procedures and controls. 

 
22. The board must ensure that the compliance review policy takes into account the size, nature and 

complexity of the business of the firm, including the risks identified in the business risk 
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assessments.  The policy must include a requirement for sample testing of the effectiveness and 
adequacy of the firmôs policies, procedures and controls. 

 
23. The board should take a risk-based approach when defining its compliance review policy and 

ensure that those areas deemed to pose the greatest risk to the firm are reviewed more frequently.  
In this respect the policy should review the appropriateness, effectiveness and adequacy of the 
policies, procedures and controls established in accordance with the requirements of Schedule 3 
and this Handbook.  This includes, but is not limited to: 

 
(a) the application of CDD measures, including ECDD, SCDD and enhanced measures; 
(b) the Management Information (ñMIò) received by the board, including information on any 

branch offices and subsidiaries; 
(c) the management and testing of third parties upon which reliance is placed for the 

application of CDD measures, for example, via an introducer relationship or under an 
outsourcing arrangement; 

(d) the ongoing competence and effectiveness of the MLRO; 
(e) the handling of internal disclosures to the MLRO and external disclosures and any 

production orders or requests for information to or from the FIS; 
(f) the management of sanctions risks and the handling of sanctions notices; 
(g) the provision of AML and CFT training, including an assessment of the methods used and 

the effectiveness of the training received by employees; and 
(h) the policies, procedures and controls surrounding bribery and corruption, including both 

the employees and customers of the firm, for example, gifts and hospitality policies and 
registers. 

 
24. In accordance with Paragraph 15(1)(d) of Schedule 3, the firm shall ensure that a review of its 

compliance with Schedule 3 and this Handbook is discussed and minuted at a meeting of the 
board at appropriate intervals, and in considering what is appropriate, the firm shall have regard 
to the risk taking into account ï 

 
(a) the size, nature and complexity of the firm, 
(b) its customers, products and services, and 
(c) the ways in which it provides those products and services. 

 
25. The board may delegate some or all of its duties but must retain responsibility for the review of 

overall compliance with the AML and CFT requirements of Schedule 3, this Handbook and the 
Relevant Enactments. 

 
26. Where the firm identifies any deficiencies as a result of its compliance review policy, it must 

take appropriate action to remediate those deficiencies as soon as practicable and give 
consideration to the requirements of Commission Rule 2.49. where the deficiencies identified are 
considered to be serious or material. 

 
27. Where the firm is managed or administered by another specified business, the responsibility for 

the firm and its compliance with Schedule 3, this Handbook and the Relevant Enactments is 
retained by the board and senior management of the managed or administered firm and not 
transferred to its manager or administrator. 

 
2.5. Outsourcing 
 
28. Where the firm outsources a function to a third party (either within the Bailiwick or overseas, or 

within its group or externally) the board remains ultimately responsible for the activities 
undertaken on its behalf and for compliance with the requirements of Schedule 3, this Handbook 
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(b) the work undertaken by the outsourced service provider is monitored to ensure it complies 
with the requirements of Schedule 3, this Handbook and the Relevant Enactments; 

(c) any reports or progress summaries provided to the firm by the outsourced service provider 
contain meaningful, accurate and complete information about the activities undertaken, 
progress of work and areas of non-compliance identified; and 

(d) the reports received from the outsourced service provider explain in sufficient detail the 
materials reviewed and other sources investigated in arriving at its conclusions so as to 
allow the firm to understand how findings and conclusions were reached and to test or 
verify such findings and conclusions. 

 
35. The fact that the firm has relied upon an outsourced service provider or the report of an 

outsourced service provider will not be considered a mitigating factor where the firm has failed 
to comply with a requirement of Schedule 3, this Handbook or the Relevant Enactments.  The 
board should therefore ensure the veracity of any reports provided by an outsourced service 
provider, for example, by spot-checking aspects of such reports. 

 
36. The firm must ensure that the outsourced service provider has in place procedures which include 

a provision that knowledge, suspicion, or reasonable grounds for knowledge or suspicion, of ML 
and/or FT activity in connection with the outsourcing firmôs business will be reported by the 
outsourced service provider to the MLRO of the outsourcing firm (subject to any tipping off 
provisions to which the outsourced service provider is subject) in a timely manner. 

 
37. An exception to Commission Rule 2.36. would be where the outsourced service provider forms 

a suspicion that the outsourcing firm is complicit in ML and/or FT activity.  In such cases the 
outsourced service provider, where it is a specified business, must disclose its suspicion to the 
FIS in accordance with Chapter 13 of this Handbook and advise the Commission of its actions. 

 
38. Where the firm chooses to outsource or subcontract work to an unregulated entity, it should bear 

in mind that it remains subject to the obligation to maintain appropriate policies, procedures and 
controls to prevent ML and FT.  In this context, the firm should consider whether such 
subcontracting increases the risk that it will be involved in, or used for, ML and/or FT, in which 
case appropriate and effective controls to address that risk should be implemented. 

 
2.6. Foreign Branches and Subsidiaries 
 
39. In accordance with Paragraph 15(1)(e) of Schedule 3, the firm shall ensure that any of its branch 

offices and, where it is a body corporate, any body corporate of which it is the majority 
shareholder or control of which it otherwise exercises, which, in either case, is a specified 
business in any country or territory outside the Bailiwick (collectively ñits subsidiariesò), 
complies there with: 

 
(i) the requirements of Schedule 3 and this Handbook, and 
(ii) any requirements under the law applicable in that country or territory which are consistent 

with the FATF Recommendations, 
 
provided that, where requirements under (i) or (ii) above differ, the firm shall ensure that the 
requirement which provides the highest standard of compliance, by reference to the FATF 
Recommendations, is complied with. 

 
40. In determining whether the firm exercises control over another entity, examples could include 

one or more of the following: 
 

(a) where the firm determines appointments to the board or senior management of that entity; 
(b) where the firm determines that entityôs business model or risk appetite; and/or 
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(c) where the firm is involved in the day-to-day management of that entity. 
 
41. In addition to the entities covered by Paragraph 2.39. above, in accordance with Paragraph 

15(1)(g) of Schedule 3, where the firm is an FSB, it shall ensure that the conduct of any agent 
that it uses is subject to requirements to forestall, prevent and detect ML and FT that are consistent 
with those in the FATF Recommendations in respect of such an agent. 

 
42. The AML and CFT programmes should incorporate the measures required under Schedule 3, 

should be appropriate to the business of its subsidiaries and should be implemented effectively 
at the level of those entities. 

 
43. In accordance with Paragraph 15(1)(f) of Schedule 3, the firm shall ensure that it and its 

subsidiaries effectively implement policies, procedures and controls in respect of the sharing of 
information (including but not limited to customer, account and transaction information) 
between themselves for the purposes of: 

 
(a) carrying out CDD: 
(b) sharing suspicions relating to ML and FT that have been formed and reported to the FIS 

(unless the FIS has instructed that they should not be so shared), and 
(c) otherwise forestalling, preventing and detecting ML and FT, 
 
whilst ensuring that such policies, procedures and controls protect the confidentiality of such 
information. 

 
44. The policies, procedures and controls referenced above should ensure that adequate safeguards 

on the confidentiality and use of information exchanged between the firm and its subsidiaries are 
in place and that such sharing and use is subject to the provisions of the data protection legislation 
of the jurisdictions within which its subsidiaries are located. 

 
45. In accordance with Paragraph 15(2) of Schedule 3, the obligations in Paragraphs 2.39. and 2.43. 

above apply to the extent that the law of the relevant country or territory allows and if the law of 
the country or territory does not so allow in relation to any requirement of Schedule 3, the firm 
shall notify the Commission accordingly. 

 
46. In addition to advising the Commission, the firm should also ensure that appropriate controls are 

implemented to mitigate any risks arising related to the specific areas where compliance with 
appropriate AML and CFT measures cannot be met. 

 
47. The firm must be aware that the inability to observe appropriate AML and CFT measures is 

particularly likely to occur in countries or territories which do not, or insufficiently apply, the 
FATF Recommendations.  In such circumstances the firm must take appropriate steps to 
effectively deal with the specific ML and FT risks associated with conducting business in such a 
country or territory. 

 
48. Where the firm is a money service provider registered with the Commission in accordance with 

Schedule 4 to the Law, it must apply the requirements of this section where it uses agents to 
provide services on behalf of the firm, whether by contract or under the direction of the firm. 

 
2.7. Liaison with the Commission 
 
49. The board of the firm must ensure that the Commission is notified of any material failure to 

comply with the provisions of Schedule 3, this Handbook or the Relevant Enactments, or of any 
serious breaches of the policies, procedures or controls of the firm. 

 





https://online.gfsc.gg/


https://online.gfsc.gg/


 

Chapter 2 - Page 28 

68. The firm must ensure that the MLRO: 
 
(a) is the main point of contact with the FIS in the handling of disclosures; 
(b) has unrestricted access to the CDD information of the firmôs customers, including the 

beneficial owners thereof; 
(c) has sufficient resources to perform his or her duties; 
(d) is available on a day-to-day basis; 
(e) receives full co-operation from all staff; 
(f) reports directly to, and has regular contact with, the board or equivalent of the firm; and 
(g) is fully aware of both his or her personal obligations and those of the firm under Schedule 

3, this Handbook and the Relevant Enactments. 
 
69. The firm must provide the MLRO with the authority to act independently in carrying out his or 

her responsibilities under Part 1 of the Disclosure Law or Section 15 or 12 of the Terrorism Law.  
The MLRO must be free to have direct access to the FIS in order that any suspicious activity may 
be reported as soon as possible.  The MLRO must also be free to liaise with the FIS on any 
question of whether to proceed with a transaction in the circumstances. 

 
2.8.3. Nominated Officer 
 
70. In accordance with Paragraph 12(1)(b) (where the firm is an FSB) or 12(1)(c) (where the firm is 

a PB) of Schedule 3, the firm shall, if it comprises more than one individual, nominate a person 
to ï 

 
(a) receive disclosures, under Part I of the Disclosure Law and Section 12 or Section 15 of the 

Terrorism Law (a ñNominated Officerò), in the absence of the MLRO, and 
(b) otherwise carry out the functions of the MLRO in that officerôs absence, 
 
and ensure that all employees are aware of the name of that Nominated Officer. 

 
71. In accordance with Paragraph 12(1)(d) of Schedule 3, the firm shall provide the name, title and 

email address of any person nominated under Paragraphs 12(1)(b) or 12(1)(c) as set out above 
to the FIS as soon as is reasonably practicable and, in any event, within fourteen days starting 
from the date of that personôs appointment. 

 
72. The Nominated Officer must: 
 

(a) be a natural person; and 
(b) have the appropriate knowledge, skill and experience. 

 
73. There is no obligation to advise the Commission of the name, title or email address of the 

Nominated Officer.  However, where the Nominated Officer is acting in place of the MLRO to 
cover an extended period of absence (for example, maternity leave, sabbatical or long-term sick 
leave) the firm should consider appointing the Nominated Officer as the MLRO on a temporary 
basis.  Where this occurs the Commission should be notified in accordance with Section 2.8.2. 
above. 

 
74. The firm must communicate the name of the Nominated Officer to all employees of the firm and 

ensure that all employees of the firm are aware of the natural person(s) to whom internal 
disclosures are to be made in the absence of the MLRO. 

 
75. For the avoidance of doubt, in accordance with Paragraphs 12(1)(b)-(c) of Schedule 3, the 

requirements of this section do not apply where the firm comprises one individual, for example, 
a personal fiduciary licence holder and or a natural person registered as a PB and acting alone. 
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Fig. 3, Chains of Certification 

 
 For the avoidance of doubt this Section does not apply in respect of business relationships or 

occasional transactions falling within the introduced business provisions of Chapter 10 of this 
Handbook or where the firm acquires a business or block of customers in accordance with 
Paragraph 4.45. of this Handbook.  In such circumstances, the firm places reliance upon a third 
party to have applied CDD measures to a customer, beneficial owner or other key principal in 
accordance with its own policies, procedures and controls.  As such, the firm may accept copies 
of certified copy documentation either as part of the testing of that third party or through its 
acquisition of a block of customers. 

 

 
Fig. 4, Flow of Copy Certified Documentation
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7.1. Introduction 
 

 The purpose of this Chapter is to set out the information to be obtained, as a minimum, for a legal 
person or legal arrangement which acts as a key principal in one or more of the following 
capacities within a business relationship or occasional transaction as set out in Paragraph 4(3) 
of Schedule 3: 

 
(a) the customer; 
(b) the beneficial owner of the customer; 
(c) a legal person or legal arrangement purporting to act on behalf of the customer; or 
(d) a legal person or legal arrangement on behalf of which the customer is acting. 

 
 The identification and verification requirements in respect of legal persons and legal 

arrangements are different from those for natural persons.  While a legal person or legal 
arrangement has a legal status which can be verified, each business relationship or occasional 
transaction involving a legal person or legal arrangement will also contain a number of 
associated natural persons, for example, as beneficial owners.  This Chapter should therefore be 
read in conjunction with Chapters 4 and 5 which set out the CDD measures to be applied to 
natural persons acting for or on behalf of, or otherwise associated with, a customer which is a 
legal person or legal arrangement. 

 
 Legal person refers to any entity, other than a natural person, which is treated as a person for 

limited legal purposes, i.e. it can sue and be sued, it can own property and it can enter into 
contracts in its own right.  This can include companies, other bodies corporate, foundations, 
anstalts, associations, or other similar entities which are not legal arrangements. 

 
 Legal arrangements do not have separate legal personality and therefore form business 

relationships through their trustees (or equivalent).  With regard to trusts, it is the trustee of the 
trust who will enter into a business relationship or occasional transaction on behalf of the trust 
and should be considered, along with the trust, as the �I�L�U�P�¶�V��customer. 

 
 There are a wide variety of trusts and other similar arrangements, ranging from large, nationally 

and internationally active organisations subject to a high degree of public scrutiny and 
transparency, through to trusts set up under testamentary arrangements and trusts established for 
wealth management purposes. 

 
 The firm should be alive to, and take measures to prevent, the misuse of legal persons and legal 

arrangements for ML and FT.  It is imperative that when compiling a relationship risk 
assessment, the firm considers the breadth of ML and FT risks that the differing size, scale, 
activity and structure of the legal person or legal arrangement could pose.  Less transparent 
and/or more complex structures present higher risks which could require additional information 
or research to determine an appropriate risk classification. 

 
 Based on the outcome of its relationship risk assessment, the firm must consider how the 

customer and any other legal persons or legal arrangements falling within the requirements of 
Paragraph 4(3)(a)-(d) of Schedule 3 are to be identified and the identification data in respect of 
those legal persons or legal arrangements which must be obtained to verify that identity, 
including ECDD measures and/or enhanced measures where necessary. 

 
 Where the firm acts as resident agent for a legal person established in the Bailiwick, it is also 

subject to the Beneficial Ownership Law and the Beneficial Ownership Regulations and the 
reporting requirements contained therein. 

 
Beneficial Ownership of Legal Persons (Guernsey) Law, 2017 
Beneficial Ownership (Definition) Regulations, 2017 
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7.2. Transparency of Beneficial Ownership 
 

 It is crucial that the firm has a full picture of its customer, including those natural persons with 
ownership or control over the �F�X�V�W�R�P�H�U�¶�V affairs.  This is important so as to identify, firstly the 
various legal obligations that fall due within the Bailiwick and beyond and, secondly, whether 
the legal person or legal arrangement is being abused for criminal purposes.  As financial crime 
legislation, including tax legislation, becomes ever more sophisticated, so too do the ways in 
which a person may structure his, her or its affairs in order to mask the true beneficial ownership. 

 
 When applying CDD measures in relation to customers that are legal persons or legal 

arrangements, in accordance with Paragraph 4(3)(c) of Schedule 3 the firm shall identify and 
take reasonable measures to verify the identity of the beneficial owner of the legal person or 
legal arrangement. 

 
 The definition of beneficial owner in the context of legal persons is to be distinguished from the 

concepts of legal ownership and control.  On one hand, legal ownership means the natural or 
legal person(s) who, according to applicable law, own the legal person.  On the other hand, 
control refers to the ability to make relevant decisions within the legal person, for example, by 
owning a controlling block of shares. 

 
 An essential element of the definition of beneficial owner is that it extends beyond legal 

ownership and control and focusses on ultimate (actual) ownership and control.  In other words, 
the definition identifies the natural (not legal) persons who actually own and take advantage of 
the capital or assets of the legal person, as well as those who really exert effective control over 
it (whether or not they occupy formal positions within that legal person), rather than just the 
natural or legal persons who are legally (on paper) entitled to do so. 

 
 In the context of a trust, beneficial ownership includes both the natural persons receiving benefit 

from the trust (for example, a beneficiary, those in a class of beneficiaries or any other person 
who benefits from the trust) as well as �W�K�R�V�H���F�R�Q�Q�H�F�W�H�G���Z�L�W�K�����R�U���K�D�Y�L�Q�J���F�R�Q�W�U�R�O���R�Y�H�U�����W�K�H���W�U�X�V�W�¶�V��
affairs, including the settlor(s), trustee(s), protector(s) and enforcer(s). 

 
 Paragraph 4(3)(c) of Schedule 3 also requires that, in the case of a business relationship or 

occasional transaction within which the customer is a legal person or legal arrangement, that 
the firm shall take measures to understand the ownership and control structure of that customer. 

 
 When taking measures to understand the ownership and control structure of a customer in 

accordance with Paragraph 4(3)(c) of Schedule 3, it is not necessary to verify the identity of 
every legal person or legal arrangement within a structure.  However, the firm must take 
reasonable measures to gather sufficient information on the identity of any intermediate entities 
to allow it to identify those natural persons falling within the definition of beneficial owner and 
to identify whether any intermediate entity has issued bearer shares or bearer warrants. 

 
 Further detail is provided within this Chapter in relation to identifying the beneficial owner in 

the particular types of legal persons and legal arrangements with which the firm could enter a 
business relationship or undertake an occasional transaction. 

 
 When identifying, and taking reasonable measures to verify the identity of, the beneficial owner 

of a legal person or legal arrangement as required by the sections of this Chapter, the firm must 
act in accordance with the identification and verification requirements of Schedule 3 and this 
Handbook for natural persons, legal persons and legal arrangements. 
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 Where a key principal is a legal person or legal arrangement authorised or registered by the 
Commission as a CIS under the POI Law, the CDD measures to be applied to that legal person 
or legal arrangement are set out in Section 9.5. of this Handbook. 

 
 Where a business relationship or occasional transaction involving a legal person or legal 

arrangement (taking into account the beneficial owner(s) of such) presents a high risk and/or 
requires the application of enhanced measures, the firm should refer to the obligations set out 
within Chapter 8 of this Handbook. 

 
7.3. Measures to Prevent the Misuse of Nominee Shareholders and Nominee Directors 
 

 The use of nominee shareholders and nominee directors can provide a means to obscure ultimate 
ownership and control of a legal person or legal arrangement.  To minimise the risk to the firm 
of providing products or services to a customer using such arrangements, it is critical that legal 
and beneficial ownership is recorded thoroughly and that appropriate steps are taken to establish 
the true identity of those persons with ultimate ownership and control of a customer. 

 
 The firm must have appropriate and effective procedures to prevent the misuse of nominee 

shareholders and nominee directors.  These must include a requirement to consider whether a 
legal person has nominee shareholders and/or nominee directors and the means to identify, and 
take reasonable measures to verify the identity of, any natural person who ultimately controls a 
legal person or legal arrangement for which nominee shareholders and/or nominee directors are 
identified in the ownership and control structure. 

 
 Where the firm identifies that the customer is a legal person with nominee shareholders, or is 

owned by a legal person with nominee shareholders, in accordance with Paragraph 5(2)(d) of 
Schedule 3 it shall apply enhanced measures as set out in Section 8.12. of this Handbook, 
regardless of the risk rating attributed to the business relationship or occasional transaction. 

 
 For the purposes of identifying the beneficial owner of a legal person or legal arrangement, a 

nominee shareholder or nominee director would not be considered to have ultimate ownership 
or control of the customer.  The firm must therefore look through the nominee shareholder or 
nominee director and identify from whom instructions are being taken by a nominee director and 
for whom shares or interests are held by the nominee shareholder. 

 
7.3.1. Nominee Shareholders 
 

 A nominee shareholder is a natural or legal person recorded in the share register as the 
shareholder of a legal person who holds the shares or interest in that legal person on behalf of 
another.  The identity of the true beneficial owner(s) is not disclosed on the register.  In this 
instance the nominee shareholder cannot be considered the beneficial owner. 

 
 Nominee shareholders can be used to hide or obscure the beneficial ownership of a legal person, 

for example, a natural person may indirectly hold a majority interest in a legal person through 
the use of nominee shareholders who each hold a minimal interest and thereby obscure the 
identity of the natural person who actually holds effective control. 

 
 To mitigate the increased risk posed by nominee shareholders, the provision of, or acting as, a 

nominee shareholder in the Bailiwick by way of business is an activity which requires licensing 
under the Fiduciaries Law and is therefore subject to the requirements of Schedule 3 and the 
Commission Rules in this Handbook.  A similar approach is adopted in a number of other 
jurisdictions, such as the Bailiwick of Jersey and the Isle of Man.  While this factor may reduce 
the inherent risk with nominee shareholders, it does not provide for the disapplication of 
Commission Rule 7.23. 
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7.3.2. Nominee Directors 
 

 A nominee director is a natural or legal person who acts on behalf of another.  A nominee director 
therefore cannot be considered to be the beneficial owner on the basis that they are being used 
by someone else who can ultimately exercise effective control over that legal person. 

 
 Steps have been taken within the Bailiwick to counter the risk of natural or legal persons acting 

as nominee director by requiring that those who provide or act as director to be licensed under 
the Fiduciaries Law and is therefore subject to the requirements of Schedule 3 and the 
Commission Rules in this Handbook.  However, the firm should remain alert in respect of legal 
persons from all jurisdictions for indications that a director might be acting on the instructions of 
another person. 

 
 Further guidance is provided in �W�K�H���&�R�P�P�L�V�V�L�R�Q�¶�V Codes of Practice for Company Directors and 

Corporate Service Providers: 
 

https://www.gfsc.gg/sites/default/files/Code-of-practice-Directors-2009.pdf  
https://www.gfsc.gg/sites/default/files/Code-of-practice-CSPs-2009.pdf  

 
 Factors which may indicate that a person is acting as a director on behalf of an undisclosed party 

could include: 
 

(a) �Z�K�H�U�H���W�K�H���L�Q�G�L�Y�L�G�X�D�O�¶�V���F�U�H�G�H�Q�W�L�D�O�V�����V�X�F�K���D�V���W�K�H�L�U���R�F�F�X�S�D�W�L�R�Q�����D�U�H���L�Q�F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���Whe legal 
�S�H�U�V�R�Q�¶�V activity and purpose; 

(b) where the individual holds other unrelated board appointments; or 
(c) there are indications in communications the firm has with the legal person that the director 

could be taking instructions from another person whose relationship with that legal person 
is unclear. 

 
7.4. Legal Persons 
 
7.4.1. Identifying and Verifying the Identity of Legal Persons  
 

 Where a legal person is a key principal to a business relationship or occasional transaction, the 
firm must identify and verify the identity of that legal person (or take reasonable measures to do 
so in accordance with Paragraph 4(3)(c) or (d) of Schedule 3), including as a minimum: 

 
(a) the name of the legal person, including any trading names; 
(b) any official identification number; 
(c) the legal form and law to which the legal person is subject; 
(d) the date and country/territory of incorporation/registration/establishment (as applicable); 
(e) the registered office address and principal place of business (where different from the 

registered office); and 
(f) the names of the natural persons having a senior management position (for example, the 

directors (or equivalent)) in the legal person. 
 

 The following non-exhaustive list provides examples of documents considered suitable to verify 
one or more aspect of the identity of a legal person: 

 
(a) a copy of the Certificate of Incorporation (or equivalent); 
(b) a copy of the Memorandum and Articles of Incorporation (or equivalent); 
(c) a copy of the latest audited financial statements; 
(d) a copy of the latest annual return; 
(e) a copy of the register of directors; 
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(f) a copy of the register of shareholders; 
(g) a company registry search including confirmation that the legal person has not been, and 

is not in the process of being, dissolved, struck off, wound up or terminated; 
(h) independent information sources, including electronic sources; 
(i) a copy of the board resolution authorising the opening of any account and recording the 

account signatories; and/or 
(j) a personal visit to the principal place of business. 

 
 Where the documents obtained are copies of the originals, the firm should refer to the 

requirements of Section 6.6. of this Handbook. 
 

 In seeking to identify and verify the names of the natural persons having a senior management 
position in accordance with Commission Rule 7.31.(f), the firm should obtain information on the 
identity of the directors of the legal person or equivalent positions who impose binding 
obligations upon a legal person, including authorised signatories, and verify that those positions 
are held.   

 
 Where one or more directors (or equivalent) or authorised signatories act for or on behalf of the 

legal person in a business relationship or occasional transaction with the firm, those persons 
should be identified, and their identity verified, in accordance with Section 4.3.2 of this 
Handbook.  Where this is through a corporate director of a legal person, the firm should identify 
and verify the names of the directors of the corporate director and identify and verify the natural 
persons who will be representing the corporate director acting for the legal person.  Where an 
individual authorised to act on behalf of the legal person is acting in the course of employment 
with a transparent legal person it is not necessary to identify and verify the identity of the person, 
providing that confirmation has been received from the transparent legal person that the 
individual is authorised to act. 

 
 It may be the case that not all directors (or equivalent) of a legal person will be acting for it within 

the relationship with the firm.  The firm will have to identify and verify that the individual holds 
that position but if that person does not act for the legal person in an executive capacity in the 
relationship with the firm, the firm does not need to identify and verify the identity of director. 

 
7.4.2. Identifying and Verifying the Identity of the Beneficial Owners of Legal Persons 
 

 Paragraph 22(2) of Schedule 3 defines beneficial owner for the purposes of identification and 
verification as being: 

 
Step 1. the natural person who ultimately controls the legal person through ownership; or, if no 

such person exists or can be identified, 
Step 2. the natural person who ultimately controls the legal person through other means; or, if 

no such person exists or can be identified, 
Step 3. the natural person who holds the position of a senior managing official of the legal 

person. 
 

 The steps set out in Paragraph 7.37. above are not alternative options.  Establishing the beneficial 
ownership of a legal person is a cascading process, beginning with Step 1. If no beneficial owner 
is identified at Step 1 or there are doubts as to the accuracy of the natural person identified as the 
beneficial owner, the firm should move to Step 2 and where no natural person is identified under 
either Steps 1 and/or 2, ultimately Step 3. 
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Fig. 5 �± Three Step Test of Beneficial Ownership 

 
 For the purposes of Step 1, in accordance with Paragraph 22(6) of Schedule 3, a person has 

control of a legal person through ownership if that person holds, directly or indirectly, any of the 
following: 

 
(a) if the legal person is a company, 

 
(i) more than 25% of the shares in the company, 
(ii) more than 25% of the voting rights in the company, or 
(iii) the right to appoint or remove directors holding a majority of voting rights on all or 

substantially all matters at meetings of the board, 
 

(b) if the legal person is any other form of legal person other than a foundation, 
 

(i) more than 25% of the shares in the legal person or an interest equivalent to a 
shareholding of more than 25%, including but not limited to an entitlement to more 
than 25% of the assets of the legal person in the event of its winding up or 
dissolution, 

(ii) more than 25% of the voting rights in the conduct or management of the legal 
person, or 

(iii) the right to appoint or remove a majority of the managing officials of the legal 
person holding a majority of voting rights on all or substantially all matters at 
meetings of the legal person that are equivalent to board meetings. 

 
 For the purposes of Paragraph 7.39. above, in accordance with Paragraph 22(6) of Schedule 3 

holding more than 25% of the shares in a company means holding a right or rights to share in 
more than 25% of the capital or, as the case may be, the profits of the company. 

 
 It should be noted that, in accordance with Paragraph 22(7) of Schedule 3, a person holds shares 

or rights for the purposes of Paragraphs 7.39. and 7.40. above if: 
 

(a) those shares or rights constitute joint interests; 
(b) those shares or rights are held under a joint arrangement; 
(c) those shares or rights are held on behalf of that person by a nominee; 
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(d) in the case of rights, that person controls their exercise; 
(e) in the case of rights only exercisable in certain circumstances, those rights are to be taken 

into account; or 
(f) in the case of rights attached to shares held by way of security provided by a person, the 

rights are still exercisable by that person. 
 

 In accordance with Paragraph 22(11) of Schedule 3, for the purposes of Schedule 3 and this 
Handbook, references (however expressed) to, 

 
(a) a person controlling the exercise of a right, 
(b) taking rights into account, or 
(c) rights being exercisable by a person, 

 
shall be construed consistently with Paragraphs 10(2), 11 and 12(a)-(b) of the Beneficial 
Ownership Regulations respectively. 

 
 It should be borne in mind that a natural person could also indirectly hold an ownership interest 

in a legal person.  This situation could arise where, for example, a person holds their ownership 
in the legal person through a legal arrangement.  In all cases it is important to note that, if a 
natural person is identified within an ownership structure in more than one way, the value of each 
�R�I���W�K�D�W���S�H�U�V�R�Q�¶�V���K�R�O�G�L�Q�J�V���Z�L�O�O���E�H���O�R�R�N�H�G���D�W���F�X�P�X�O�D�W�L�Y�H�O�\���L�Q���R�U�G�H�U���W�R���D�V�V�H�V�V���W�K�D�W���S�H�U�V�R�Q�¶�V���R�Y�H�U�D�O�O��
holding. 

 
 In accordance with Paragraph 22(4) of Schedule 3, in any case where a trust or other legal 

arrangement controls a legal person through ownership, the beneficial owners of that legal 
person are the beneficial owners of that trust or other legal arrangement as detailed in Section 
7.10. of this Chapter. 

 
 In accordance with Paragraph 22(5) of Schedule 3, in any case where a transparent legal person 

has control of a legal person through ownership ���³�W�K�H���F�R�Q�W�U�R�O�O�H�G��legal person�´��, that transparent 
legal person shall be treated as a natural person for the purposes of Schedule 3 and this 
Handbook, and therefore (for the avoidance of doubt) as the beneficial owner of the controlled 
legal person. 

 
 A transparent legal person is defined in Paragraph 21 of Schedule 3 as being: 

 
(a) a company that is listed on a recognised stock exchange within the meaning of the 

Beneficial Ownership Regulations, or a majority owned subsidiary of such a company; 
(b) a States trading company within the meaning of the States Trading Companies (Bailiwick 

of Guernsey) Law, 2001; 
(c) a legal person controlled by the States of Alderney through ownership within the meaning 

of the Beneficial Ownership (Alderney) (Definition) Regulations, 2017 (or any successor 
regulations made under Section 25 of the Beneficial Ownership of Legal Persons 
(Alderney) Law, 2017; or 

(d) a regulated person within the meaning of Section 41(2) of the Beneficial Ownership Law, 
being a person who: 

 
(i) holds or is deemed to hold a licence granted to it by the Commission under the 

Regulatory Laws; 
(ii) carries on a PB for the purposes of the PB Law; or 
(iii) carries on a registered FSB for the purposes of the NRFSB Law. 

 
 Ownership interests can be so diversified that there may be no natural person, whether acting 

alone or together with another, who ultimately controls a legal person through ownership.  Where 
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this is the case, the firm should move to Step 2 and seek to identify and verify the identity of the 
natural person who ultimately controls the legal person through other means. 

 
 As set out in Paragraph 22(3) of Schedule 3, there may also be a case where: 

 
(a) the natural person who controls the legal person through ownership has been identified in 

accordance with Step 1, 
(b) there are reasonable grounds to believe that the legal person is also ultimately controlled 

by another natural person through other means, and 
(c) that other natural person can be identified. 

 
 In the above situation, or where there is doubt as to whether a natural person identified in Step 1 

is the beneficial owner, the beneficial owners in relation to the legal person are the person with 
the controlling ownership interest and the other natural person believed to be ultimately 
exercising control over the legal person by other means (i.e. the persons identified within both 
Steps 1 and 2). 

 
 Whether or not this situation arises will depend on the specific factors of each case.  By way of 

example, it may arise where the natural person with the controlling ownership interest is 
dominated by another because of a familial, employment, historical or contractual association, or 
where another natural person holds certain powers in relation to the legal person which are being 
or are likely to be used in practice to affect decisions taken by the natural person with the 
controlling ownership interest. 

 
Fig. 6 �± Control Through Other Means 
 
In this example, A Co is a legal person which is the 
customer to a business relationship with the firm.  B 
holds 100% of the voting rights in A Co. 
 
Although B works as a gardener with no other 
�V�R�X�U�F�H���R�I���L�Q�F�R�P�H�����$���&�R���K�D�V���F�R�Q�V�L�G�H�U�D�E�O�H���D�V�V�H�W�V�������%�¶�V��
employer, C, is a well-known international 
businesswoman who is famous for her desire for 
privacy, in particular about the location of her assets. 
 

The firm therefore has reason to believe that, although B controls A Co through ownership, C is also 
ultimately controlling A Co through other means, i.e. her relationship with B, and both B and C are 
to be treated as beneficial owners of A Co. 

 
 For the purposes of Steps 1 and 2 in Paragraph 7.37., a natural person holds a share or right 

directly when that share or right is held in �W�K�D�W���S�H�U�V�R�Q�¶�V��own name.  This may be held by the 
natural person alone or jointly with another.  Direct holdings will generally be recorded in the 
constitutional documents of a legal person (for example, a register of shares).  However, the firm 
should be mindful that the information in the constitutional documents may not be definitive (for 
example, there may be persons controlling that legal person through other means as in Fig. 6 
above). 

 
 Conversely, a natural person holds a share or right indirectly where the ownership structure of a 

legal person involves one or more other entities, i.e. a chain of ownership.  Where this is the case 
the firm should look through the chain of ownership to establish the ownership interests in each 
entity to ensure that all natural persons with an indirect holding of more than 25% of the shares 
or rights in the legal person are identified.  The ownership interests within a chain that need to 
be quantified are most likely to be shares or rights (or possibly vested beneficial interests in the 
case of a foundation).  However, the relevance of an ownership interest will depend on the 
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particular features of the intermediate entities, some of which may be established under the laws 
of other jurisdictions. 

 
 An indirect holding within a chain of ownership may arise in one of two ways.  The first is when 

an entity holds more than 25% of the shares or rights in the legal person and an individual has a 
majority stake (i.e. a greater than 50% shareholding or similar) in that entity so can control those 
shares or rights. The majority stake may be held directly, but it may also be held through a chain 
of ownership with the individual holding a majority stake in each intervening entity.  The second 
�L�V���Z�K�H�U�H���W�K�H���R�Y�H�U�D�O�O���Y�D�O�X�H���R�I���D�Q���L�Q�G�L�Y�L�G�X�D�O�¶�V���K�R�O�G�L�Q�J���L�Q���V�K�D�U�H�V���R�U���U�L�J�K�W�V���L�Q���W�K�H��legal person, when 
quantified back through the ownership chain, amounts to more than 25%.  An individual who has 
indirect ownership in either or both of these ways is a beneficial owner of the legal person. 

 

 
 Finally, where no natural person is identified under either of Step 1 or Step 2 in Paragraph 7.37., 

in accordance with Step 3 the firm would identify and take reasonable measures to verify the 
identity of the natural person who holds the position of a senior managing official of the legal 
person. 

 
 The senior managing official could be the natural person responsible for strategic decisions that 

fundamentally affect the business or general direction of the legal person (for example, a director 
(or equivalent)) or the natural person exercising executive control over the daily or regular affairs 
of the legal person through a senior management position (for example, the chief executive 
officer or chief finance officer).  In both cases, this would not normally include a person who 
does not have executive functions, such as a non-executive director. 

 
 In situations where there is more than one official of a legal person with strategic decision making 

powers and none is senior to the others, for the purposes of Schedule 3 and this Handbook, all 
should be treated as senior managing officials. 

 
 In the case of partnerships; associations; clubs; societies; charities; church bodies; institutes; 

mutual and friendly societies; and co-operative and provident societies, the senior managing 
officials will often include members of the governing body or committee plus executives.  In the 
case of foundations, this will include members of the governing council and any supervisors. 

 Fig. 7 �± Direct Holding vs. Indirect Holding 
 
In this example, A Co is a legal person which is the 
customer to an occasional transaction with the firm.  
B holds 70% of the shares in A Co through a direct 
holding and is therefore a beneficial owner of A Co.  
The remaining 30% of the shares are held by C Fn, 
a foreign foundation. 
 
D holds 80% of the shares in C Fn so has an indirect 
holding in A Co quantified at 24% overall (i.e. 80% 
of 30%).  This means D does not have an overall 
holding in A Co of more than 25% under the 
quantification test, but does hold a majority stake in 
an entity which holds more than 25% of the voting 
rights in A Co, therefore D is a beneficial owner in A Co. 
 
E and F each hold 10% of the shares in C Fn, so each has an indirect holding in the shares of A Co of 
3% overall (i.e. 10% of 30%).  As they have neither an overall holding in A Co of more than 25% 
under the quantification test, nor a majority stake in an entity which holds more than 25% of the voting 
rights in A Co, they are not beneficial owners of A Co. 
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7.5. Legal Bodies Listed on a Recognised Stock Exchange 
 

 In accordance with Paragraph 4(4) of Schedule 3, the firm shall not be required to identify any 
shareholder or beneficial owner in relation to: 

 
(a) a customer, and 
(b) a person which ultimately controls a customer, 

 
that is a company listed on a recognised stock exchange within the meaning of the Beneficial 
Ownership Regulations, or a majority owned subsidiary of such a company. 

 
Beneficial Ownership (Definition) Regulations, 2017 

 
 In order for the firm to consider the company as the principal to be identified, it must obtain 

documentation which confirms that the company is listed on a recognised stock exchange. 
 

 For the purposes of Paragraph 4(4) of Schedule 3 and Commission Rule 7.59. above, in 
accordance with the Beneficial Ownership Regulations the following are deemed to be 
recognised stock exchanges: 

 
(a) any regulated market within the meaning of the European Directive on Markets in 

Financial Instruments 2004/39/EU; 
(b) the International Stock Exchange Authority Limited; 
(c) the Alternative Investment Market; 
(d) the Specialist Funds Market; 
(e) the Australian Stock Exchange; 
(f) the New York Stock Exchange; 
(g) the National Association of Securities Dealers Automated Quotation System; 
(h) the Cayman Islands Stock Exchange; 
(i) the Bermuda Stock Exchange; 
(j) the Hong Kong Stock Exchange; 
(k) the Johannesburg Stock Exchange; and 
(l) the SIX Swiss Exchange. 

 
EU Markets in Financial Instruments Directive 2004 

 
7.6. Protected Cell Companies 
 

 A �S�U�R�W�H�F�W�H�G���F�H�O�O���F�R�P�S�D�Q�\�����³PCC�´�� is a single legal entity with one board of directors and one set 
of memorandum and articles of incorporation.  A PCC can create an unlimited number of 
�S�U�R�W�H�F�W�H�G���F�H�O�O�V�����³PCs�´��, the assets and liabilities of which are separate from those of the PCC 
(with the assets of the latter �U�H�I�H�U�U�H�G���W�R���D�V���³�Q�R�Q-�F�H�O�O�X�O�D�U�´���R�U���³�F�R�U�H�´).  Importantly, the PCs are not 
separate legal entities and therefore cannot transact as such. 

 
 A PCC can be a newly incorporated entity or alternatively an existing company can be converted 

to a PCC.  In either case the formation of, or conversion to, a PCC within the Bailiwick requires, 
under the Companies (Guernsey) Law, 2008 as amended, the prior written consent of the 
Commission. 

 
 A PCC may create any number of PCs, the assets and liabilities of which are segregated from the 

non-cellular assets of the PCC and from the assets and liabilities of other PCs.  However, a PC 
may not own shares in its own PCC or another PC of the same PCC. 

 



 

Chapter 7 �± Page 88 

 Where a PCC is a key principal to a business relationship or occasional transaction, the firm 
must apply CDD measures to both the core and the relevant PC(s), including the beneficial 
owners of such, in accordance with the requirements for legal persons. 

 
 Notwithstanding the segregation in respect of the assets and liabilities of the core and PCs as 

detailed above, for the purposes of identifying and verifying the identity of the beneficial owner 
in accordance with Paragraph 4(3) of Schedule 3, the test for control through ownership of a PCC 
is two-fold �D�Q�G�� �Z�L�O�O�� �G�L�I�I�H�U���G�H�S�H�Q�G�L�Q�J�� �R�Q�� �W�K�H�� �F�L�U�F�X�P�V�W�D�Q�F�H�V�� �R�I�� �W�K�H�� �I�L�U�P�¶�V�� �U�H�O�D�W�L�R�Q�V�K�L�S�� �Z�L�W�K�� �W�K�H��
PCC (or a PC thereof): 

 
(a) Where the firm is entering into a business relationship or undertaking an occasional 

transaction with a PC (for example, the provision of a bank account for a particular PC), 
the beneficial ownership should be calculated separately in respect of: 

 
(i) the shares or rights in the particular PC; and 
(ii) the shares or rights in the core. 

 
(b) Where the firm acts as administrator of the PCC, the beneficial ownership should be 

calculated in respect of the shares or rights in the PCC as a whole in the same way as with 
any other legal person and ignoring any segregation (i.e. including any shares or rights 
held in the core, as well as all PCs). 

 
 For the purposes of Paragraph 7.65.(b), a �Q�D�W�X�U�D�O���S�H�U�V�R�Q�¶�V���G�L�U�H�F�W���R�U���L�Q�G�L�U�H�F�W���K�R�O�G�L�Q�J���R�I���V�K�D�U�H�V���R�U��

rights in a PCC is therefore calculated by including all shares or rights that the person holds in 
the PCC, whether those shares or rights form part of the core or are held within one or more PCs.  
The effect of this is that a person cannot try to conceal his or her beneficial ownership of a PCC 
by dividing shares among different PCs. 

 
Fig. 8 �± Beneficial Ownership of PCCs 
 
In this example, A PCC is a PCC with three cells.  E 
holds all of the shares in the core and 50% of the 
shares in C PC.  E is therefore a beneficial owner of 
C PC, and holds 37% of all shares, making her a 
beneficial owner of A PCC. 
 
Likewise, G holds 100% of the shares in D PC and 
80% of the shares in B PC.  G is therefore a beneficial 
owner of D PC and B PC, and holds 45% of the total 
shares making him a beneficial owner of A PCC. 
 

I holds 50% of the shares in C PC and 12.5% of the shares in A PCC.  I is therefore a beneficial owner 
of C PC, but not A PCC.  Finally, F holds 20% of the shares in B PC and 5% of the total shares in the 
PCC.  F is neither a beneficial owner of B PC or the A PCC structure. 
 

 The CDD measures to be applied to a PCC authorised or registered by the Commission as a CIS 
under Section 8 of the POI Law where it acts as a key principal to a business relationship or 
occasional transaction are set out in Section 9.5. of this Handbook. 

 
 The CDD measures for PCCs which are licensed under the Insurance Business (Bailiwick of 

�*�X�H�U�Q�V�H�\�����/�D�Z���������������D�V���D�P�H�Q�G�H�G�����³the IB Law�´�����D�Q�G���Z�K�H�U�H���W�K�H��beneficial owner of the relevant 
PC or PCC is a business which is listed on a recognised stock exchange within the meaning of 
the Beneficial Ownership Regulations (or by a majority owned subsidiary of such a listed 
business) are the same as those set out in Section 7.5. of this Handbook. 
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7.7. Incorporated Cell Companies 
 

 An �L�Q�F�R�U�S�R�U�D�W�H�G���F�H�O�O���F�R�P�S�D�Q�\�����³ICC�´�� is structured similarly to a PCC with a non-cellular core 
and an unlimited number of cells ���³�,�&�V�´��.  However, in contrast, the ICs of an ICC are separately 
incorporated and are therefore distinct legal entities with their own memorandum and articles of 
incorporation and boards of directors. 

 
 It is of note that the boards of the ICC and the boards of the ICs must be identically composed, 

so any director of an ICC must also be a director of each of its ICs. 
 

 Similar to a PCC, the assets and liabilities of each IC are segregated from the assets and liabilities 
of the ICC and from the assets and liabilities of the other ICs.  While an IC can hold its own 
assets, those assets cannot include shares in its own ICC. 

 
 As a result of each IC having separate legal personality, the ICs have the ability to contract with 

third parties and with other ICs in their own right.  An IC must therefore contract in respect of its 
own affairs and the ICC has no power to enter into transactions on behalf of any of its ICs.  Each 
IC can also have distinct beneficial owners. 

 
 Where an ICC or IC is a key principal to a business relationship or occasional transaction, the 

firm must apply CDD measures to the relevant ICC or IC, and to the beneficial owners thereof, 
in accordance with the requirements for legal persons. 

 
 The CDD measures to be applied to an ICC or IC authorised or registered by the Commission as 

a CIS under Section 8 of the POI Law where it acts as a key principal to a business relationship 
or occasional transaction are set out in Section 9.5. of this Handbook. 

 
 The CDD measures for ICs or ICCs which are licensed under the IB Law and where the beneficial 

owner of the relevant IC or ICC is a business which is listed on a recognised stock exchange 
within the meaning of the Beneficial Ownership Regulations (or by a majority owned subsidiary 
of such a listed business) are the same as those set out in Section 7.5. of this Handbook. 

 
7.8. Limited Partnerships and Limited Liability Partnerships 
 

 An LP is a form of partnership with or without legal personality at the election of the GP.  Its 
members include one or more GP, who has actual authority over the LP, for example to bind the 
LP in contracts with third parties, and is liable for all debts of the LP, and one or more limited 
partner who contributes (or agrees to contribute) to the capital of the LP and who (subject to 
certain provisions) is not liable for the debts of the LP. 

 
 A �/�L�P�L�W�H�G���/�L�D�E�L�O�L�W�\���3�D�U�W�Q�H�U�V�K�L�S�����³LLP�´�� is a body corporate with legal personality separate from 

that of its members and is therefore liable for its own debts.  As a consequence of this legal 
personality, LLPs established within the Bailiwick must be registered and therefore public records 
exist similar to those for legal persons.  With regard to the members of an LLP, there must be at 
�O�H�D�V�W���W�Z�R���Z�K�R�����X�Q�O�H�V�V���R�W�K�H�U�Z�L�V�H���V�W�L�S�X�O�D�W�H�G���Z�L�W�K�L�Q���W�K�H���P�H�P�E�H�U�V�¶���D�J�U�H�H�P�H�Q�W�����P�D�\���W�D�N�H���S�D�U�W���L�Q���W�K�H��
conduct and management of the LLP and are entitled to share equally in the profits of the LLP. 

 
 Where an LP or LLP is a key principal to a business relationship or occasional transaction, the 

firm must identify, and verify the identity of, that LP/LLP (or take reasonable measures to do so 
in accordance with Paragraph 4(3)(c) or (d) of Schedule 3), as set out in Section 7.4. above. 

 
 The following non-exhaustive list provides examples of documents considered suitable to verify 

one or more aspect of the identity of the LP/LLP in accordance with Commission Rule 7.78.: 
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(a) a copy of the LP/LLP agreement; 
(b) a copy of the certificate of registration/establishment; 
(c) a copy of the register of limited partners; 
(d) a copy of the resolution of the GP (in the case of an LP) or members (in the case of an 

LLP) authorising the opening of any bank account and recording the account signatories; 
(e) a copy of the latest audited financial statements; and/or 
(f) information obtained from independent data sources, including electronic sources, for 

example a search of a register of LPs/LLPs. 
 

 Where the documents obtained are copies of the originals, the firm should refer to the 
requirements of Section 6.6. of this Handbook. 

 
 When seeking to identify, and verify the identity of, the beneficial owners of an LP/LLP, the 

firm must act in accordance with the requirements for legal persons in Schedule 3 and the 
Commission Rules and guidance in Section 7.4.2. of this Handbook. 

 
Fig. 9 �± Limited Partnership 
 
In this example, A LP is a limited partnership 
which is the customer to a business 
relationship with the firm.  52% of the voting 
rights in A LP are held by B Co, a limited 
company, with the remaining 48% held by a 
foundation, C Fn. 
 
D holds 50% of the shares in B Co so has an 
indirect holding in the voting rights in A LP of 
26% overall (i.e. 50% of 52%).  This means D 
does not hold a majority stake in an entity that 
holds more than 25% of the voting rights in A 
LP, but has an overall holding in the voting rights in A LP under the quantification test of more than 
25%.  Therefore D is a beneficial owner of A LP. 
 
E and F each hold 25% of the shares in B Co so both have an indirect holding in the voting rights in A 
LP of 13% overall (i.e. 25% of 52%).  As they have neither an overall holding in the voting rights in A 
LP under the quantification test of more than 25%, nor a majority stake in B Co, an entity which holds 
more than 25% of the voting rights in A LP, they are not beneficial owners of A LP. 
 
G has a vested beneficial interest in 100% of the assets of C Fn, so has an indirect holding in the voting 
rights in A LP of 48% overall (i.e. 100% of 48%).  This means that G both holds a majority stake in an 
entity that holds more than 25% of the voting rights in A LP and has an overall holding in the voting 
rights in A LP under the quantification test of more than 25%.  Therefore, G is a beneficial owner of A 
LP under both tests. 
 
7.9. Foundations 
 
7.9.1. Obligations of Businesses Establishing or Administering Foundations 
 

 During the course of establishing or administering a foundation relationship, the firm must, in 
order to identify and verify the identity of the customer and beneficial owners, identify: 

 
(a) the founder(s), including the initial founder(s) and any persons or legal arrangements 

subsequently endowing the foundation; 
(b) all councillors; 
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(c) any guardian(s); 
(d) any beneficial owner, including any default recipient; and 
(e) any other natural person who exercises ultimate effective control over the foundation. 

 
7.9.2. Obligations when Dealing with Foundations 
 

 Where a foundation is a key principal to a business relationship or occasional transaction, the 
firm must: 

 
(a) identify and verify the identity of the foundation (or take reasonable measures to do so in 

accordance with Paragraph 4(3)(c) or (d) of Schedule 3), including without limitation: 
 

(i) the full name; 
(ii) the legal status of the foundation; 
(iii) any official identification number (for example a registered number, tax 

identification number or registered charity or NPO number, where relevant); 
(iv) the date and country or territory of establishment/registration; and 
(v) the registered office address and principal place of operation/administration (where 

different from the registered office); 
 

(b) identify and verify the identity of any registered agent of the foundation, other than where 
the agent is a transparent legal person; 

(c) identify the following: 
 

(i) the founder(s), including the initial founder(s) and any persons or legal 
arrangements subsequently endowing the foundation; 

(ii) all councillors; 
(iii) any guardian(s); 
(iv) any beneficial owner, including any default recipient; and 
(v) any other natural person who exercises ultimate effective control over the 

foundation; and 
 

(d) understand the ownership and control structure of the foundation and the purpose and 
intended nature of the business relationship or occasional transaction. 

 
 The following non-exhaustive list provides examples of documents considered suitable to verify 

one or more aspect of the identity of a foundation: 
 

(a) a copy of the Certificate of Registration; 
(b) a registry search, if applicable, including confirmation that the foundation has not been, 

and is not in the process of being, dissolved, struck off, wound up or terminated; 
(c) a copy of the latest audited financial statements; 
(d) a copy of the Charter; and/or 
(e) a copy of the Council Resolution authorising the opening of the account and recording 

account signatories. 
 

 Where the documents obtained are copies of the originals, the firm should refer to the 
requirements of Section 6.6. of this Handbook. 

 
 Verification of the identity of the beneficial owners of a foundation must be undertaken either 

by the firm itself or, provided that the Commission Rules in Chapter 10 of this Handbook are 
met, by requesting the registered agent, where one has been appointed, to provide the relevant 
information on the identity of such parties by way of a certificate or summary sheet. 
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7.9.3. Verifying the Identity of the Beneficial Owners of Foundations 
 

 Paragraph 22(6)(c) of Schedule 3 defines that a person has control of a foundation through 
ownership if that person holds, directly or indirectly, any of the following: 

 
(a) an interest equivalent to a shareholding of more than 25% including but not limited to an 

entitlement to more than 25% of the assets of the foundation in the event of its winding up 
or dissolution; 

(b) more than 25% of the voting rights in the conduct or management of the foundation; 
(c) the right to appoint or remove a majority of the managing officials of the foundation 

holding a majority of voting rights on all or substantially all matters at meetings of the 
foundation that are equivalent to board meetings; 

(d) a vested beneficial interest or future entitlement to benefit from more than 25% of the 
assets of the foundation. 

 
 Other than where a business relationship or occasional transaction has been assessed as high 

risk, the firm must take reasonable measures to verify the identity of any natural person falling 
within Paragraph 7.88. above prior to any distribution of foundation assets to (or on behalf of) 
that natural person. 

 
 Where a business relationship has been assessed as being high risk, the firm must, where 

possible, take reasonable measures to verify the identity of any natural person falling within 
Paragraph 7.88. above at the time that the assessment of risk is made.  Where it is not possible 
to do so (for example, because that person has not been born or is disenfranchised) the reasons 
must be documented and retained on the relevant �F�X�V�W�R�P�H�U�¶�V file. 

 
 The firm must take reasonable measures to verify the identity of those parties identified by 

Commission Rule 7.82. or 7.83. other than the beneficial owners (for example, the founder(s), 
foundation official(s), councillors, guardian(s) and any other person(s) with ultimate effective 
control over the foundation (including the beneficial owners of such entities where they are legal 
persons or legal arrangements)) before or during the course of establishing a business 
relationship or before carrying out an occasional transaction. 

 
 Regardless of form, where the firm identifies that a founder is acting on behalf of another person, 

i.e. as a nominee founder, the firm must identify, and take reasonable measures to verify the 
identity of, the true economic founder. 

 
 With regard to Paragraph 7.88.(d), the persons falling within this category will depend on the 

specific circumstances of the foundation.  However, this will generally include individuals who 
under the terms of the official documents of the foundation have a future entitlement to a 
substantial benefit from the foundation.  As a matter of practice and policy, this will generally 
mean an entitlement to a benefit which in the hands of an individual recipient equates to more 
than 25% of the total assets of the foundation.  In other words, it is not intended that, where a 
�I�R�X�Q�G�D�W�L�R�Q�¶�V official documents anticipate the provision of benefits to a potentially large group, 
(for example, by providing funds to supply food to the inhabitants of a flooded village) members 
of that group should be treated as beneficial owners. 

 
7.10. Trusts and Other Legal Arrangements 
 
7.10.1. Obligations of Trustees (or Equivalent) 
 

 During the course of establishing a trust relationship for which it is to act as trustee, the firm 
must, in order to identify and verify the identity of the customer and beneficial owners, identify: 
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