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An�-Money Laundering Rules on Beneﬁcial
Ownership for Financial Transparency
The Philippine An�-Money Laundering Council (“AMLC”) has issued guidelines on iden�ﬁca�on of
beneﬁcial ownership for all banks, insurance companies and other covered persons[1]. The
guidelines will apply to all covered persons under the An�-Money Laundering Act (“AMLA”), as
amended. The guidelines were published on 27 November 2018 and took eﬀect on the same day.
Implica�ons for business in the Philippines
Criminal elements and high-ranking poli�cal ﬁgures have allegedly used dummies, including
non-governmental organiza�ons (“NGO”) and individuals, to hide their iden��es in undertaking
certain ac�vi�es and mul�ple transac�ons involving mul�ple accounts with dispropor�onately
high values, thereby blurring the illegal source of these funds. Money launderers and terrorists
rou�nely use the cloak of anonymity to prevent the AMLC and law enforcement agencies to track
them down.
In response, the AMLC issued these guidelines to prevent circumven�on of the law and to align
Philippine regula�ons with interna�onal ﬁnancial standards on customer due diligence (“CDD”),
whereby covered persons are required to iden�fy not only the customer with whom they
transact, but also their beneﬁcial owners.
Signiﬁcant provisions of the Regula�on
The regula�on deﬁnes a beneﬁcial owner as any natural person who (i) ul�mately owns or
controls the corpora�on; or (ii) has ul�mate eﬀec�ve control over the corpora�on. In line with
this, “ul�mate eﬀec�ve control” refers to any situa�on in which ownership or control is exercised
through actual or a chain of ownership or by means other than direct control. In other words, a
beneﬁcial owner is an individual who ul�mately owns or controls the customer.
General Policy on CDD
To meet the requirements for the performance of CDD on the beneﬁcial ownership of customers,
covered persons are required to do the following, among others:
● establish and record the true and full iden�ty of its customers, including the account holder or
transactor and the beneﬁcial owner or person on whose behalf the transac�on is being
conducted, based on oﬃcial documents;
● maintain a system of verifying the true iden�ty of their customers, such as their legal existence,
organisa�onal structure, authority and iden�ﬁca�on of all persons purpor�ng to act on their
behalf, and the nature of the customer’s business;
● establish appropriate and adequate internal control systems and methods that comply with
AMLC regula�ons; and
● grant immediate and full access to authorised personnel of the AMLC and appropriate
government agencies with respect to all informa�on, documents or objects pertaining to the
account, transac�on and/or persons subject of an inves�ga�on, subject to relevant laws
including, but not limited to secrecy of bank deposits and data privacy laws.
Obliga�ons of Covered Persons
1. Customer Risk Assessment
CDD must be conducted using the risk-based approach. This means that covered persons should
assess the an�-money laundering and counter-terrorism ﬁnancing (“AML/CFT”) risks posed not
only by the legal owners but also by the beneﬁcial owners, depending on the type of customer.
Such risk-based approach will allow the covered person some ﬂexibility in its obliga�on to verify

the iden�ty of the beneﬁcial owner(s) of the customer on a case-to-case basis. In other words, if
such customer poses a high risk for money laundering or terrorism ﬁnancing ac�vi�es, valida�on
of informa�on must be performed by the covered person. Nevertheless, iden�ﬁca�on of
beneﬁcial ownership of a customer is required, regardless of the level of risk associated with that
customer.
The process of assessing customer risk and deciding how to iden�fy and verify beneﬁcial
ownership should be set out in the covered person’s Money Laundering and Terrorism Financing
Preven�on Program (“MLTFPP”). In general, covered persons must require minimum informa�on
on beneﬁcial ownership for low and normal-risk customers, including reliable and independent
documenta�on and data. For high-risk customers, covered persons should require addi�onal
informa�on on beneﬁcial ownership and legal arrangements as may be necessary for an
enhanced due diligence procedure.
2. Determination of identity of the beneﬁcial owners of corporate vehicles and existence of legal
arrangements
Covered persons are required to adopt a wri�en procedure that is reasonably designed to iden�fy
and verify the beneﬁcial owners of the customer and the existence of legal arrangements entered
into between the customer and said beneﬁcial owners. In determining the iden�ty of beneﬁcial
owners, covered persons should establish the customer’s ownership structure and understand
the ownership at each layer. Speciﬁc examples are contained in the annexes to the guidelines to
assist covered persons in determining ownership, especially for complex ownership layers.
3. Obtaining beneﬁcial ownership information
Covered persons are required to obtain minimum informa�on from the customer, including the
beneﬁcial owner(s) and legal arrangements as provided by law. The guidelines provide a list of
such minimum informa�on and documents from customers.
To verify the iden�ty of beneﬁcial owner(s), covered persons shall use reliable and independent
documenta�on and data such as, but not limited to, original government-issued photographic
iden�ﬁca�on documents. Such veriﬁca�on must be made at the �me the customer ﬁlls out any
customer iden�ﬁca�on form. If veriﬁca�on is not possible under special circumstances, it should
be made as soon as reasonably prac�cable as to ensure that AML/CFT risks are eﬀec�vely
managed in accordance with the MLTFPP and not to interrupt the normal conduct of business.
Furthermore, covered persons are required to regularly update beneﬁcial owner informa�on
throughout the life of rela�onships with their customers.
4. Record keeping
Covered persons are also required to keep records of the beneﬁcial owner and iden�ﬁca�on
processes undertaken, consistent with the requirements under the AMLA and its implemen�ng
rules issued by the AMLC. Such records should be kept in a readily auditable manner, whereby
covered persons shall provide the AMLC with accurate and current informa�on of a customer,
immediately upon request in the conduct of a money laundering inves�ga�on.
The informa�on and records should be maintained for at least ﬁve years a�er the date on which
the customer ceases to be a customer of the covered person.
5. Updating of MLTFPP
Within six months from eﬀec�vity of these guidelines, covered persons shall update their MLTFPP
to comply with the du�es set forth in the guidelines and implement the same immediately upon
the approval of their board or equivalent governing body.
Transi�on Period
As for exis�ng customers, covered persons shall iden�fy and record their beneﬁcial ownership
informa�on within one year from the eﬀec�vity of the guidelines.

Conclusion
Although Philippine standards on beneﬁcial ownership were rated medium-high in the 2017
Na�onal Risk Assessment, the AMLC adopted these guidelines to enhance these standards and
guide covered persons in iden�fying beneﬁcial ownership. Therefore, these guidelines further
promote transparency and accountability, which eﬀec�vely dissuade criminal elements from
conduc�ng illegal ac�vi�es by hiding their iden��es.
If you have any ques�ons or require any addi�onal informa�on, please contact Felix Sy, Donald
Onghanseng or the ZICO Law partner you usually deal with.
This alert is for general information only and is not a substitute for legal advice.
[1] Covered persons include en��es, businesses, casinos and professions subject to the authority
and jurisdic�on of the AMLC on an�-money laundering and counter-terrorism ﬁnancing ma�ers.
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