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G20 High Level Principles on Beneficial Ownership Transparency 

Country Report - India 

 
              Improving the transparency of legal persons and arrangements is important to protect 

the integrity and transparency of the global financial system. Preventing the misuse of these 

entities for illicit purposes such as corruption, tax evasion and money laundering supports the 

G20 objectives of increasing growth through private sector investment. In this context India 

supports the initiative of promoting greater transparency in beneficial ownership of legal 

persons and arrangements. In line with the Leaders’ commitment in Brisbane ‘to meet FATF 

standards regarding the beneficial ownership of companies and other legal arrangements such 

as trusts by G20 countries leading by example.’  

 

India is currently involved in implementation of the relevant recommendations of FATF. It is 

seen that the high level principles on Beneficial Ownership covers some aspects of 

Recommendations 1,2,10 and 40 and covers all aspects of24&25 of the FATF 

recommendations . In the endeavour to prepare for the next mutual evaluation of India by 

FATF the relevant stakeholder organisations are undertaking a gap analysis vis-à-vis the 

revised recommendations. 

 

Requisite changes required in the Companies Act 2013 are being considered by the Companies 

Law Committee constituted recently. The matter regarding changes, if any, required in the 

provisions relating to beneficial ownership on account of G20 High Level Principles on 

Beneficial Ownership will also be placed before the Committee. 

The G20 High level Principles and the status of implementation of the same are as below: 

 

I. Countries should have a definition of ‘beneficial owner’ that captures the 

natural persons who ultimately owns or controls the legal person or legal 

arrangement.  

 

“In India Definition of Beneficial Ownership is in Prevention of Money Laundering 

Act (PMLA). The PMLA defines a “beneficial owner ‘’ as an individual who ultimately 

owns or controls a client of a reporting entity or the person in whose behalf a 

transaction is being conducted and includes a person who exercises ultimate effective 

control over a juridical person.”  The Reporting entity is obligated to indentify the 

beneficial owners of its clients as may be prescribed as per Rule 12(1) (d) of PMLA 

2001. Further the concept of Beneficial Ownership has been used in section 2 (11) in 

the Undisclosed Foreign Income and Assets Bill, 2015. The concept of beneficial 

ownership is also there in section 89 of the Companies Act, 2013.” 

 

II.     Countries should assess the existing and emerging risks associated 
with different types of legal persons and arrangements, which should be 
addressed from a domestic and international perspective.  

 Appropriate information on the results of the risk assessments should be shared with 
competent authorities, financial institutions and designated non-financial businesses and 
professions (DNFBPs1) and, as appropriate, other jurisdictions.  

a) Effective and proportionate measures should be taken to mitigate the risks identified.  
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b) Countries should identify high-risk sectors, and enhanced due diligence could be 
appropriately considered for such sectors  
 
“In India risks relating to misuse of legal persons and legal arrangements are going 

to be assessed generally as part of national risk assessment of the threats and 

vulnerabilities in the national AML/CFT regime being coordinated by the 

Department of Revenue. This process also involves assessment of risks in various 

sectors including DNFBP’s. PML Rules also require that the reporting entities should 

assess the risks for implementing risk based approach, which are to be supervised by 

RBI, SEBI and IRDA as regulators.  

 

Under Rule 9(1) (ii)  of the Prevention of Money Laundering (Maintenance of 

Records) Rules 2005 provides for “Client Due Diligence” (1) every reporting entity 

shall at the time of commencement of an account-based relationship identify its 

clients ,verify their identity ,obtain information on the purpose and intended nature 

of their business relationship and determine whether a client is acting on behalf of a 

beneficial owner and identify the beneficial owner and take all steps to verify the 

identity of the beneficial owner. ” 

 

III. Countries should ensure that legal persons maintain beneficial 

ownership information onshore and that information is adequate, 

accurate and current. 

 

“In India PML Rules also requires that the reporting entities should determine the 

beneficial ownership. Section 12 of PMLA ,2002 casts a duty upon Banking 

Companies, Financial Institutions and intermediaries i.e reporting entity to identify 

the beneficial owner if any of such of its clients as may be prescribed and maintain 

record of documents evidencing identity of its clients and beneficial owners as well 

as account files and business correspondence relating to its clients. Section 88 and 89 

of the Companies Act 2013 requires the company to have declarations of beneficial 

owners and record this information in their register and also to file a return with the 

registrar within a specified period of time.” 

 

IV. Countries should ensure that competent authorities1 have timely 

access to adequate, accurate and current information regarding the 

beneficial ownership of legal persons and of legal arrangements.  

 

“In India Financial Intelligence Unit has access to any information maintained by 

Reporting entities under section 12 A of PMLA. 

 

V. Ensure that trustees of express trusts maintain adequate, accurate and 

current beneficial ownership information. 

 

“In India there are five different statutes applicable to Trusts namely: 

                                                           
1 including law enforcement authorities, supervisory authorities, tax authorities and financial intelligence units 
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Indian Trust Act, 1882 

Charitable and Religious Trust Act, 1920 

Religious Endowments Act, 1863 

Charitable Endowments Act, 1890. 

Trust deed is required to be registered under section 5 of the Indian Trust Act, 1882, 

which has details of beneficial ownership of trust property. PML Rules requires the 

obtaining the required information such as settler, trustees and beneficial ownership 

by the reporting entities when trust is their customer.” 

VI. Countries should ensure that competent authorities have access to 

adequate, accurate and current information regarding the beneficial 

ownership of legal arrangements 

In India PML Rules also requires that the reporting entities should determine the 

beneficial ownership. Section 12 of PMLA ,2002 casts a duty upon Banking 

Companies, Financial Institutions and intermediaries i.e reporting entity to identify 

the beneficial owner if any of such of its clients as may be prescribed and maintain 

record of documents evidencing identity of its clients and beneficial owners as well as 

account files and business correspondence relating to its clients. Section 88 and 89 of 

the Companies Act 2013 requires the company to have declarations of beneficial 

owners and record this information in their register and also to file a return with the 

registrar within a specified period of time.” 

VII. Countries should require financial institutions and Designated Non-

Financial Businesses and Professions (DNFBPs), to identify and take 

reasonable measures, including taking into account country risks, to 

verify the beneficial ownership of their customers.  

 

“In India PML Rules require the reporting entities to determine the beneficial owner, 

verify the identity (natural person) and attribute the risk and implement the risk 

based approach. Section 12 of PMLA ,2002 casts a duty upon Banking Companies, 

Financial Institutions and intermediaries i.e reporting entity to identify the beneficial 

owner if any of such of its clients as may be prescribed and maintain record of 

documents evidencing identity of its clients and beneficial owners as well as account 

files and business correspondence relating to its clients. The coverage of the DNFBP 

sector is limited in India and the authorities are currently looking at ways to cover 

this sector as well under the existing regulations.” 

 

VIII. Countries should ensure that national authorities cooperate 

effectively domestically and internationally.  

“The Department of Revenue is part of Egmont Network and exchanges information 

internationally.” 

 

IX. Countries should support G20 efforts to combat tax evasion by 

ensuring ownership information is accessible to their tax authorities and 

can be exchanged with relevant international counterparts. 
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Tax authorities in India currently have access to ownership information for the 

purpose of combating tax evasion. Also there are provisions for exchanging beneficial 

ownership information with relevant international counterparts through existing tax 

agreements.  This information may be requested by tax authorities by using their 

powers if a request in this regard is received from a country with which India has a 

tax treaty (Double Taxation Avoidance Agreements, Tax Information Exchange 

Agreements, Multilateral Convention on Mutual Administrative Assistance in Tax 

Matters and SAARC Multilateral Agreement) and the same can be exchanged with 

our treaty partners in a timely and effective manner. India has tax treaties with more 

than 130 countries/jurisdictions.  

 

X. Countries should address misuse of legal persons and arrangements 

which may obstruct transparency. 

Requisite changes required in the Companies Act 2013 are being considered by the 

Companies Law Committee constituted recently. The matter regarding changes, if 

any, required in the provisions relating to beneficial ownership on account of G20 

High Level Principles on Beneficial Ownership will also be placed before the 

Committee. 


