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INTRODUCTION 
 
The availability of beneficial ownership information has recently 

become a priority on the agenda for global call initiatives. The 
international community has stressed that the level of corruption in the 
world had reached the threshold that is consistent with threats and 
associated the backbone of such an issue with the beneficial ownership 
secrecy. Consequently, some 70% of large-scale corruption cases 
involve anonymous companies and trusts.F

1 
It is noteworthy that beneficial ownership is not a mission of one 

organization or agency, for there is a joint agenda incorporating all 
leading international institutions and global initiatives. Once dealt with 
by the Financial Action Task Force (FATF) only, this initiative is 
currently the centerpiece of collaboration involving Transparency 
International (TI), Extractive Industries Transparency Initiative (EITI), 
Open Government Partnership (OGP), and other organizations. 

It comes as no surprise that the memorandum of understanding 
was signed between OGP and EITI in 2018 to pool their efforts in the 
respective field of activities. Given the broader scope of OGP and the  
EITI coverage of extractive economies only, the aforementioned MoU 
did not confine beneficial ownership endeavors but instead made them 
more inclusive and consistent. The impact potential of the activities 
related to beneficial ownership has been significantly enhanced, for the 
majority of OGP countries is extractive economies versus the 
involvement of most industrialized countries in such a powerful 
initiative. 

The scope of beneficial ownership information has extended to 
state-owned enterprises, the transparency of contracts in the extractive 
industries, issuance of permits and licenses as well as fiscal 
transparency and so the countries that have joined both initiatives (OGP 
and EITI) count beneficial ownership as an issue of top priority.F

2 

������������������������������������������������������������
1

Hhttps://www.openownership.org/ 
2

Hhttps://www.opengovpartnership.org/documents/ogp-annual-report-2019/H   
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Project summary and information about the donor 
Gender and beneficial ownership are the two leading priority 

issues highlighted in the 2019 OGP annual report.F

3 
What is the ongoing status of these issues in Azerbaijan, a long-

time extractive economy? How much is the government willing to 
disclose beneficial ownership information, and what kind of efforts 
does the government intend to make in that respect? 

To start with, the availability of beneficial ownership information is 
neither a specific requirement nor a specific duty of a separate country, 
for it is an international requirement. In contrast to other commitments, 
the availability of beneficial ownership information is in breach of order 
if the corresponding registration was conducted offshore, in restricted 
or closed areas. Without international initiatives and relevant activities, 
it would be very difficult to ensure the availability of beneficial 
ownership information in any country. Therefore the receipt of 
beneficial ownership information from one or the other country and/or 
international organizations is predictable. Secondly, in a majority of 
cases, particularly involving developing countries with the focus on 
extractive industries, there is not adequate local capacity to achieve 
effective outcomes concerning the availability of beneficial ownership 
information. Consequently, international cooperation is needed to 
identify influential people behind one or the other company. 

Thus, both cases prove that beneficial ownership transparency 
refers to international activity, so the closer and more the cooperation 
between local actors and international agencies, the better the expected 
results will be. 

Being an extractive economy, Azerbaijan retains an important role 
in ensuring the availability and transparency of beneficial ownership, a 
major challenge for the general public to address. 

The present report reviews the ongoing status of international 
activities in the field of beneficial ownership, brings clarity into the 
respective guiding principles and requirements, looks into the 

������������������������������������������������������������
3

Hhttps://www.opengovpartnership.org/documents/ogp-annual-report-2019/H   

� 5



corresponding trends on the global scale, and cites certain examples. 
The primary objective is to specify possible targets for and subsequent 
obstacles in the way of Azerbaijan as regards beneficial ownership, 
through the examination of its essence and requirements, as well as 
systematic and consistent steps towards ensuring the availability of the 
corresponding data and the relevant experience of some countries. 

The research results and relevant recommendations presented in 
this paper have been developed within the framework of the project 
“Disclosure of Beneficiary Ownership is an Important Element of 
Transparency in the Extractive Industry”. The project is funded by the 
German Marshall Fund. 

 

� 6



1. Beneficial ownership: essence, the 
requirements of EITI and other international 

initiatives, and international experience 
 

1.1. Why is beneficial ownership information 
 essential? 

The unavailabilty of beneficial ownership information is 
detrimental to the economy of the countries with resource extraction 
industries in the following areas: 

1) There is a great risk behind the vague ownership of the 
companies involved in the economies of countries with resource 
extraction industries, for some of those companies represent indirectly 
the businesses of domestic decision makers and/or their associates, 
thereby leading to the conflict of interests. Therefore it is natural that 
the corresponding permits and licenses will entail the exit of contenders 
that are better at bringing benefits to the economy and interests of the 
country, and consequently result in the efficiency loss. 

2) On the other side, the practical (distorted) regulation of licensed 
activities will unfairly promote favoritism towards companies with 
vague ownership and undermine the overall economy of the country. 
Meanwhile, the corresponding business activities will be accompanied 
by multi-faceted violations of the Law, including bribery, money 
laundering and contract fraud cases. 

3) Another area of loss is tax evasion. Transfer prices, price 
mnipulation, accumulation of core earnings offshore deprive the state 
budget of missed tax revenues that are ought to be collected from 
economic activities. More particularly, business entities that are 
registered offshore remit the bulk of earnings (from licensed activities) 
to special accounts through the employment of different schemes, such 
as letters of authority, involvement of feigned partners, etc. 
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1.2. Who can benefit from the availability of beneficial 
ownership information? 

The availability of beneficial ownership information could be above 
all to the great advantage to civil society and media representatives, 
particularly investigative journalists as far as their effective 
performance goes. Founded in 2006, the Organized Crime and 
Corruption Reporting Project (OCCRP)F

4
F, the most popular network of 

investigative journalism in the world, has carried out a flock of 
investigations and subsequently published their findings ever since, 
with the majority of reports causing quite a stir. 

Civil society and mass media activities related to beneficial 
ownership untimately meets the needs and raises the awareness of the 
populace through the asset ownership disclosure, thereby making a 
contribution to building respected societes. 

Another recipient making use of beneficial ownership information 
is government or state agencies. They can successfully perform their 
respective duties upon acquisition of the data in question. It is well 
known that decision makers (for example, an authority issuing a license 
to a foreign company) in countries with resource extraction industries 
and chronically weak institutions can be mistaken due to the lack of 
information, by authorizing the activities of suspicious business entities, 
and can therefore fail to ultimately defend the interests of their 
respective states to the desirable extent. From that point of view, 
licensing and financial supervision authorities can only gain from the 
availabilty of beneficial ownership information. 

Law-enforcement agencies of countries with resource extraction 
industries are particularly noteworthy in this regard. Those agencies 
can close the information gap by investigating, and sometimes 
precluding, the activities with the elements of a crime. 

Finally, data availabilty would also benefit investors. The full and 
transparent database of beneficial ownership would help them 

������������������������������������������������������������
4

Hhttps://www.occrp.org/ 
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minimize risks and ease the establishment of business presence in the 
countries with resource extraction industries. 

 
1.3. Who is a beneficial owner? 

Beneficial owner is a relatively new term. Although the definition 
of beneficial ownership is given in several official documents of 
international scale, there are relatively different approaches applied in 
different countries. For example, the term ‘beneficial owner,’ which is 
closely connected, is enshrined in the current legislation of Azerbaijan. 
Nevertheless, since the inception of the term ‘beneficial owner’ five 
years ago, particularly in EITI documentation, the precise definition of 
beneficial ownership started to gain a foothold. 

First and foremost, a beneficial owner is in no case a legal entity, for 
it always implies a natural person. 

The U.S. G-8 Action Plan for Transparency of Company Ownership 
and Control defines a beneficial owner as “a natural person who, 
directly or indirectly, exercises substantial control over a covered legal 
entity or has a substantial economic interest in, or receives substantial 
economic benefit from, such legal entity, subject to several exceptions.”F

5 
Another definition is given in the EITI Standard 2019: a beneficial 

owner in respect of a company means the natural person(s) who 
directly or indirectly ultimately owns or controls the corporate entity.F

6 
As a rule, a good definition of beneficial ownership should invovle 

the following: 

1. A beneficial owner is a natural person in their respective capacity 
of an ultimate beneficiary. From that point of view, the same person or 
persons are not necesarily direct shareholders. Experience has shown 
that, on most occasions such people are not direct shareholder and 
formally stand aside from the business concerned. Therefore they do 

������������������������������������������������������������
5

Hhttps://www.tax-
news.com/news/US_Publishes_G8_Beneficial_Ownership_Plan____61149.html 
6

Hhttps://eiti.org/files/documents/eiti_standard_2019_en_a4_web.pdf 
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not have the legitimate entitlement to profit, compared to the persons 
included in the register of shareholders. 

2. The primary business target of a beneficial owner is an economic 
benefit, for they focus on capitalizing on the substantial part of 
economic profit (excess cash flow, etc.) instead of accounting income. 
Consequently, beneficial owners deal basically with people having the 
clout in indirect relationship or other non-capital asset issues. 

3. Finally, a beneficial owner executes a supervisor role. In other 
words, they retain control over the company by covering the 
shareholders without a say in the company (‘control’ through the letters 
of authority, etc.). 

To give a precise answer to who a beneficial owner is, it would be 
appropriate to answer the question who is not a beneficial owner. 

In the first place, corporate shareholders may not be anyway a 
beneficial owner. As was noted above, only a natural person (or an 
individual) can be a beneficial owner. That logic leaves no room for any 
company or legal entity to act as a beneficial owner. 

It is not an absolute necessity for a public officer and company 
officials, such as a company executive or a board member in a 
company, to be a beneficial owner. In other words, there is no 
prohibition on the individual under those categories to act as a 
beneficial owner. Just holding a public office or an executive position in 
a company will not qualify for beneficial ownership by default. The 
latter status requires compliance with the requirements that are listed 
above. 

Finally, even if a substitute person, or a person authorized to 
represent the interests of other people, is a company shareholder, they 
should not be regarded as an ultimate beneficial owner. 

Since the subject matter of the present report is to study beneficial 
ownership in the extractive industries, different ‘building blocks,’ such 
as the ways the beneficial ownership works in the extractive industries, 
the schemes employed by companies to conceal beneficial owners, shall 
be explored. 
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1.4. Why does beneficial ownership matter more for the 
extractive as compared to other industries? 

The recent inclusion of beneficial ownership issue precisely on the 
agenda for the countries with resource (oil and gas, mining) extraction 
industries has given an impetus to the general trend development. 
Focused on fostering the transparency and accounting culture, EITI, at 
the end of the first decade of the century, made a right decision that the 
secrecy of beneficiaries was the weakest link in the chain to ensure 
transparency and accountability in the countries with resource 
extraction industries. According to multiple facts, the governments of 
countries with resource extraction industries are the cause of the abuse 
of power to rob the underground wealth of their respective nations by 
means of offshore-registered companies, and the population do not feel 
that the exploitation of mineral resources is to the desirable effect, due 
to the fragility of the institutional framework, and the failure to 
establish and maintain the rule of law. Besides, it was ascertained that 
regular reporting of the official income flows, generated by extractive 
economices, ignored the above-mentioned factors and consequently, did 
little to change the situation for better. Therefore the main target to 
achieve was missed. Thus, the identification (and verification) of 
beneficial owners has been fixed as the primary target in the EITI 
framework, and is a binding commitment for EITI countries since the 
onset of 2020. 

It is well known that the extractive industries are the main source of 
income in those countries with generally unfavorable business 
environment. Besides, windfall profits generated by the oil and gas 
industry, compared with other areas of doing business, are the most 
favored source of income for the respective governments; during the 
early 2000s, crude oil prices exceeded the cost of crude oil by a factor of 
6 to 7 on the average. 

�

�
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1.5. How does beenficial ownership work in practice              
in the extractive industries? 

Beneficial owners in the extractive industries usually build up 
ownership chains (‘multi-layer’ companies) to cover their tracks. That 
makes it difficult for an external observer to trace the relationship and 
identify, in a short time, the real owner of business. 

Furthermore, beneficial owners often benefit from shareholder 
representatives (third party shares) and bearer shares. Although seen as 
a beneficiary in this case, the actual role of a trustee (in their respective 
capacity of a fiduciary, with the legal title to shares but the obligation to 
act on behalf of an individual beneficiary) comes down to representing 
the real owner. The trustees are thus involved in the transfer of 
significant amount of funds to the accounts of offshore entites, with the 
real owners remaining in the background. 

On the other side, an intricate and non-transparent ownership 
structure is not an indication of the company’s violayion of the Law on 
financial or other grounds. 

 
1.6. How do extractive companies conceal                             

beneficial owners? 

Beneficial owners generally prefer to employ substitute natural 
persons, family members, companions (people in support and under 
control of the clandestine owner), and act by an alias. 

Another solution is to put undefined proprietors on the register of 
company shareholders. For example, political associations, community 
development corporations (CDCs) and state-owned and/or 
municipality-owned investment companies act as an intermediate 
shareholder. 

A common practice involves an asset holder making transfers 
offshore to benefit from the transfers to offshore accounts or privately 
owned investment companies. 

Transactions, such as payments made for the services that have not 
been provided, concessionary purchase of assets by another company 
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controlled by the clandestine owner, could leave a paper trail of 
suspicious transactions. 

 
1.7. Beneficial ownership as regards EITI reporting 

Requirement 2.5 of the EITI Standard 2019 is about beneficial 
ownership. It defines beneficial ownership and calls for the request of 
beneficial ownership information by implementing countries and 
public disclosure of that information by companies as of the 1st of 
January 2020. 

“This� applies� to� corporate� entity(ies)� that� apply� for� or� hold� a� participating�
interest� in� an� exploration� or� production� oil,� gas� or�mining� license� or� contract� and�
should� include� the� identity(ies)� of� their� beneficial� owner(s),� the� level� of� ownership�
and� details� about� how� ownership� or� control� is� exerted”.� (E�T�� Standard,� 2019,�
§2.5(c)) 

Disclosure of beneficial ownership information can also include the 
companies or subcontractors buying crude oil from the state-owned 
enterprises above the established ceiling. 

On the whole, disclosure of beneficial ownership information does 
not cover publicly listed companies, for such companies, “including 
wholly-owned subsidiaries, are required to disclose the name of the 
stock exchange and include a link to the stock exchange filings where 
they are listed to facilitate public access to their beneficial ownership 
information.” (The EITI Standard 2019, Requirement 2.5 (f) (iii)). 

Multi-stakeholder groups should also address disclosure of legal 
owners and share of ownership by building the corresponding 
ownership chains, upon getting the full list of wholly-owned 
subsidiaries. 

The EITI Standard 2019 also requires the disclosure of beneficial 
ownership information concerning joint ventures, their beneficial 
owner(s), and “each entity is responsible for the accuracy of the 
information provided.” (The EITI Standard 2019, Requirement 2.5 (f) 
(iv)). 

For an appropriate definition of the term ‘beneficial owner’, the 
EITI Standard 2019 requires that such definition include ownership 
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threshold(s), but does not specify any percentage (The EITI Standard 
2019, Requirement 2.5 (f) (ii)). 

The (low) floor threshold would facilitate access to more suitable 
information: 

� Beneficial ownership usually proves its worth with small 
shareholding – in most cases, this is measured by 5% (or in USD 
equivalent), sometimes less; 

� The consolidated interest of a natural person should be 
considered contrary to small shareholding in different entities across 
the same ownership chain; 

     Example: a threshold or property ownership measured by 5%. If a natural 
person has a three-percent share in entity A and B apiece, the consolidated 
shareholding will be 6% across the same ownership chain. 

� Limitations should also take the factor of shareholder control 
into account Example: a threshold measured by 5% applied to either 
ownership share or the level control over a company (letter of authority, 
contractual terms and conditions, involvement of kin group members, etc.). 
 

1.8. Open Government Partnership (OGP) activities in 
respect of the disclosure of beneficial ownership information 

In 2019, OGP set up the Beneficial Ownership Leadership Group 
(BOLG) and identified pertinent principles for that purpose. Armenia, 
Kenya, Mexico, Latvia, and Slovakia are the countries comprising 
BOLG. 

The principles are meant to make beneficial ownership data free 
and open, commit resources “to enable improvements and iterations to 
data quality and standardization” to ensure its accessibility for the 
international community, and work in partnership with civil society 
and enable “their role as watchdogs and users of the data”, etc.F

7 
 

������������������������������������������������������������
7

Hhttps://www.opengovpartnership.org/beneficial-ownership-leadership-group/ 
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1.9. What is meant by PEP, and why are PEPs important? 

A politically exposed person (PEP) is one of the relatively 
underutilized terms. Up until recently, that term was referred to in the 
UN documentation in the context of the Convention against 
Corruption. Article 52 of the Convention highlights, inter alia, the 
necessity of measures “to conduct enhanced scrutiny of accounts 
sought or maintained by or on behalf of individuals who are, or have 
been, entrusted with prominent public functions and their family 
members and close associates”.F

8 
Furthermore, there is a FATF guidance on politically exposed 

persons, including the corresponding definition.F

9
F Another definition is 

given in the EU Directive 2015/849 on the prevention of the use of the 
financial system for money laundering or terrorist financing.F

10 
EITI’s reference to that definition was a bit long in coming since the 

PEP issue and the initiative’s beneficial ownership agenda emerged 
recently. 

Nevertheless, EITI requires the definition of a politically exposed 
person but leaves the issues under the country authority of multi-
stakeholder groups (The EITI Standard 2019, Requirement 2.5 (d)). 

On a general note, PEP could imply the head of state, a prominent 
politician, a high-ranking public official, judicial and/or military officer, 
a top executive of the state-owned enterprise, a leading political party 
official, even a resigned or retired official/officer, provided that they are 
still able to exert the necessary leverage. 

Besides, the PEP definition also covers family members, 
consanguineal (blood) and marriage (affinal) kinship, and the relatives 
beyond that circle, on the grounds of personal or professional 
relationship. 

In summary, PEPs are covered by a sufficient number of 
international documents and identified as the main target in the context 

������������������������������������������������������������
8https://www.jus.uio.no/lm/un.against.corruption.convention.2003/52.html H

9
Hhttp://www.fatf-gafi.org/documents/documents/peps-r12-r22.html 

10
Hhttp://eur-lex.europa.eu/legalcontent/EN/TXT/PDF/?uri=CELEX:32015L0849&from=EN 
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of beneficial ownership. A sensitive approach to the PEP issue is the 
consequence of robbery of the underground wealth of nations through 
quasi-corporate enterprises as a result of PEPs’ abuse of institutional 
gaps and weak civilian oversight. 

Therefore the reports including PEP-related information should 
also disclose the positions, even the term of office of the PEPs thereof. 

EITI commissioned the multi-stakeholder group with the task of 
insisting, as a whole and in particular, on the disclosure of PEP-related 
information, irrespective of any threshold requirement. 

 
1.10. Best practices 

Activities are currently underway on a global scale to ensure the 
availability of beneficial ownership information. Many countries make 
efforts to develop specific legislative and institutional frameworks and 
establish civilian oversight, through the involvement of civil society and 
media institutions, in the furtherance of both EITI and OGP, and given 
mutual projects enabling synergy between these two initiatives. 

Ukraine, Mogolia, and other states stand out among regional 
countries with resource extraction industries. Ukraine is the country 
(after the United Kingdom only) in the world to officially register all 
beneficial owners, irrespective of their field of activity, in public records 
since 2016F

11
F and integrate the corresponding information into the 

international database of beneficial ownership records known as the 
OpenOwnership Register. 

Mongolia is another success story; it has significantly refined the 
legislative framework governing extractive industries, and ensures the 
reporting of the information about annual assets owned by PEPs, in the 
framework of the Anti-Corruption Commission Database.F

12 
Both countries are EITI members with active involvement in EITI 

activities, and their reporting practices have won international 
recognition. 

������������������������������������������������������������
11

Hhttps://irc.gov.ua/en/reestr_edr 
12

Hhttp://www.xacxom.iaac.mn/xacxom 
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2. Sources of beneficial ownership             
information 

Beneficial ownership implies the persons in their respective 
capacity of ultimate decision-makers or income beneficiaries of a 
company. Therefore information disclosure could preclude the abusive 
practices of anonymous companies. According to the findings of 
studies, more than one billion U.S. dollars have been “recovered by 
governments using beneficial ownership data”.F

13 
A company or an entity may be the owner of another company, but 

an ultimate beneficiary is a natural person. To identify a beneficial 
owner, it is important to know who is the ultimate link in the company 
supervision chain. When a company owns another company, there is 
always an individual owner in the end. Consequently, those individual 
owners benefit from the company’s successful financial performance 
but have to share its failures too. There is an opinion that sometimes the 
general public approves of a company rather than an individual 
owning another company. However, a company is – and remains – an 
intermediary across the ownership chain. Figure 1 describes the scheme 
of Company 2 owning Company 3 but acting as an intermediary rather 
than the real beneficiary. 

 

 
Figure 1. Beneficial ownership scheme 

������������������������������������������������������������
13

Hhttps://www.openownership.org/uploads/openownership-factsheet.pdf 
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Significant control over the company’s composition and decisions 
can be established to manage earnings and direct risks. Persons 
undertaking the financial risks of a company should not be necessarily 
decision-makers. Therefore it is important to know the people behind 
control. Beneficial ownership of a company can be expressed in two 
ways, ownership and control. The concept of beneficial ownership 
gives an insight into how ownership of and control over a company 
and/or legal entity can be exercised. A  person owning an asset usually 
has the corresponding control mechanism too. For example, ownership of 
company shares could give an owner a voting right. On some occasions, 
however, ownership and control are separated from each other by the 
type of shares, contracts, agreements, and other mechanisms. For 
example, an executive director may be authorized to appoint 60 percent 
of all members of the Board of Directors and have a certain financial 
interest in the same company at the same time (Figure 2). 

 
        Figure 2. Beneficial ownership scheme 
 
The combination of ownership and control under the definition of 

beneficial ownership allows getting the picture of the realities of an 
intricate corporate structure, including multiple corporate interests of a 
particular person. As is seen from Figure 3.1., person A controls 
Company 1 and owns half of Company 2. On some occasions, however, 
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an individual’s control over a company could be higher than their 
shareholding interest. Figure 3.2. gives such example, with Person C having 
a 20-percent stake in Company C versus 60 percent of voting shares. 

 

 
 
Figure 3. Control and ownership as regards beneficial ownership 
 
It is important to know if both companies are involved in 

implementing public contracts or will be engaged in the procurement chain. 
To collect beneficial ownership records from all over the world, 

OpenOwnership Register, the specialized international database was set up. 
OpenOwnership Register is a pilot project to support national 

governments, implementing beneficial ownership, in achieving their 
political objectives as diverse as business environment improvement, 
and measures to counter corruption and money laundering. 

 

 
 
Figure 4. The scheme of company ownership by Open Ownership 
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According to its website, Open Ownership is a non-profit run by a 
small, expert team positioned to support countries implementing 
beneficial ownership transparency (BOT)F

14
F. Open Ownership is fiscally 

sponsored by Global Impact, a non-profit organization cooperating 
with international charities, to remain focused on its mission. Fiscal 
sponsorship is a common mechanism in the non-profit sector that 
enables organizations to launch new programs without needing to 
complete the full process of establishing a new legal entity. 

The approach fostered by OpenOwnership is such that beneficial 
ownership information is not always the real picture of a corporate 
entity, for that information is elaborate enough to deliberately conceal 
the truth. 

The governments of many countries have assumed commitments to 
beneficial ownership transparency, and OpenOwnership is cooperating 
with the majority of those countries. According to the website of 
OpenOwnershipF

15
F, 46 countries are fully committed to beneficial 

ownership transparency, while 47 countries have made a partial 
commitment. Moreover, OpenOwnership is engaged in 35 countries. 
The fully committed countries are mainly in Western Europe (Nordic 
countries, Germany, Spain, and France); North America is represented 
by Mexico, while Egypt, RSA, ad Zambia come from the Africam 
continent, and Indonesia and Myanmar are the only fully committed 
Asian countries. The partially committed countries come from South 
America (Brazil, Argentine, Peru, etc.), Asia (Afghanistan, Kazakhstan, 
Mongolia, etc.), Africa (Chad, Mali, Congo, etc.), and the Australian 
continent (Australia). Among the ex-Soviet republics, Estonia, Latvia, 
and Lithuania are fully committed, while Armenia, Kazakhstan, 
Kyrgyzstan, and Tajikistan have made a partial commitment. 
Meanwhile, OpenOwnership is engaged in Armenia, Kyrgyzstan, and 
Ukraine (Figure 5). 

������������������������������������������������������������
14

Hhttps://www.openownership.org/about/ 
15

Hhttps://www.openownership.org/map/ 
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Figure 5. Worldwide commitments to and action on beneficial  
                 ownership transparency 
 
Data that is compiled in the OpenOwnership Register is based on 

the following sourcesF

16
F: 

 
� UK PSC (Persons with significant control) Register 
� Slovakia Public Sector Partners Register (Register partnerov 

verejného sektora) 
� Denmark Central Business Register (Centrale Virksomhedsregister 

[CVR]) 
� Ukraine Consolidated State Registry (Edinyy Derzhavnyj Reestr 

[EDR]) 
� EITI Pilots 
 

Hence, the databases of four countries (The United Kingdom, 
Slovakia, Denmark, and Ukraine) have been incorporated into the 
OpenOwnership Register, in addition to what EITI had collected as a 
pilot of beneficial ownership data in the extractive sectors of various 

������������������������������������������������������������
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countries between 2013-2015. The OpenOwnership Register currently 
contains nearly 20 million BODS (Beneficial Ownership Data Standard) 
statements on owners from over 200 jurisdictions F

17
F. 

2.1. The beneficial ownership data standard 

Incoming beneficial ownership information is useful if it can be 
easily shared and makes the users sure they understand it correctly. 
Then the information flowing from different countries and companies 
can be combined, vizualized, studied, and checked. The pool of 
information provided by different sources could give an explanation of 
the complex and sprawling structure of ownership and control. 
However, without a common standard, the analysis and combination of 
the information from different sources would be extremely 
complicated, costly, and time-consuming. 

Money laundering, tax evasion, and uncertain security 
environment have become a global issue that requires global action to 
be addressed. Therefore civil society, governments, and businesses can 
gain from beneficial ownership transparency. 

Thus, the beneficial ownership data standard (BODS) schema has 
been developed in the framework of OpenOwnershipF

18
F. The schema 

operates to coordinate through BODS different sets of information with 
each other. This could be an important tool for the users of information, 
such as government agencies, civil society institutions, and business 
circles. Civil society representatives usually benefit from beneficial 
ownership information to track the cash flow. The business sector makes 
use of beneficial ownership information to reduce risks and know their 
customers and partners to deal with. Finally, the government utilizes 
beneficial ownrship information to improve transparency, promote 
competition, and foster better service quality. 
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Dissemination and comparison of beneficial ownership data could 
expose the following challenges if: 

 
� beneficial ownership information is only a fraction of a voluminous 

statement; 
� duplicate-content information is submitted in different formats in 

different publications; 
� relevant data is contained in different documents; 
� legal terms, applied in different jurisdictions, vary. 

 
Under such circumstances, access to such information and 

understanding of its importance for beneficial ownership could be a 
complicated issue, thereby confusing the general picture of beneficial 
ownership. 

 

 

Figure 6. Data standardization 

 
An increasing number of governments and regulatory authorities 

demand the disclosure of beneficial ownership information and its 
entry on the official register. These requirements have become an 
obligation for companies to comply with since the beneficial ownership 
information is mainly within their domain. However, the information 
in question is not constantly recorded and archived or duly disclosed, 
thereby complicating the content and interpretation of statements. 
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Figure 7. Data entry on the register 
 
The BODS schema allows bringing together, in a single format, the 

data that was entered from different sources. This data  includes: 
 
� data and identifiers about individuals 
� data and identifiers about companies 
� types and levels of the company’s shareholding 
� data about the source 
� data related to the past and present periods 
� adequate space for data editing 
 
BODS utilization facilitates the use and dissemination of beneficial 

ownership information. The information stored in the registers of pilot 
countries is transferred to the OpenOwnership Register. Hence, there is easy 
access to the information thereof. The advantage of BODS is the 
systematization and extreme abundance of the statements to be referred to. 

BODS (version 0.2) is implemented by the Beneficial Ownership 
Data Standard Working Group (DSWG) co-chaired by OpenOwnership. 
The UK Department for International Development (DFID) provided 
funding for the development of the draft specification of the Beneficial 
Ownership Data Standard (version 0.1).U Transparency InternationalU, 
UOpen CorporatesU, UOpen Contracting PartnershipU, UThe B TeamU, UONEU, 
UEITIU, UGlobal WitnessU and UTax Justice NetworkU work in partnership 
with OpenOwnership to promote transparency all over the world. 
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2.2. Data verification 

To achieve the maximum performance effect of the register of 
beneficial ownership information, it is important to ensure the 
confidence of the users and government agencies in the register-entered 
information’s credibility as regards the person(s) or owner(s) exercising 
the real control over the company(ies) covered. Verification is an 
indicator of high quality, i.e. the accuracy and comprehensiveness of 
the disclosed information about beneficial ownership. Therefore, it 
implies the system that is checking every entry on the register. That 
system is set to make arrangements for data authenticity, integrity, as 
well as the proper format of data completion, and data submission by a 
competent person. 

Disclosure of beneficial ownership information involves three sets 
of data: 

� person(s) in their capacity of an ower and with the power to 
control; 

� nature of ownership and control; 
� company(ies) or (an)other legal entity(ies) owned or controlled 

by those person(s). 
Every piece of the above-mentioned data could be subjected to 

different types of verification that are complementing rather than 
excluding each other for the sake of data reliability and quality 
assurance. 

Verification should proceed through three stages: 
� Authorization and authentication to authenticate the identity 

and authorization claimed by a person who discloses beneficial 
ownership information; 

� Validation to ensure that the information submitted has a legal 
basis; 

� ”Truth” verification to ascertain the authenticity of the 
information disclosed. 

According to the findings of studies, some 70% of large-scale 
corruption cases involve anonymous companies and trusts. This type of 
corruption increases the cost of doing business by around 10%. 
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“Anonymous companies can also have a damaging effect on public 
reputation and market value. Following the Panama papers leak, an 
estimated $135 billion was wiped off the value of nearly 400 
companies.”F

19 
Beneficial ownership transparency targets the removal of 

anonymous companies. BOT makes it possible to identify the owners of 
all registered companies and clear away administrative barriers and 
expenses as regards the business that is in need of such information. 

Beneficial ownership information is recognized as the foundation 
for fair business and compliance practices. Unfortunately, only a small 
number of governments disclose the information about the person(s) 
with the power to own and control a company, thereby creating 
challenges for comprehensive business inspections. OpenOwnership 
works in close partnership with the private sector to support necessary 
changes. Have joined the OpenOwnership fostered initiative, many 
companies strive for the implementation of the open-access register of 
beneficial ownership information by more governments. 

 

������������������������������������������������������������
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3. Beneficial ownership: the case of 
Azerbaijan (opportunities and challenges) 
�
The roadmap for the disclosure of beneficial ownership information in 

Azerbaijan was approved by the multi-stakeholder group in December 2016 
when our country was still a member of the Extractive Industries 
Transparency Initiative (EITI). 

3.1. Azerbaijan in EITI (summary) 

Azerbaijan announced its accession to the EITI at the first 
international conference of this initiative in London on 17 June 2003. A 
special commission was established by a decision of the Azerbaijani 
government (Cabinet of Ministers) on 13 November 2002. In May 2004, 
a group of Azerbaijani NGOs formed a Coalition for Enhancing 
Transparency in the Extractive Industries. On 24 November 2004, a 
tripartite Memorandum of Understanding was signed with the 
participation of stakeholders on the implementation of EITI in 
Azerbaijan. In 2005, Azerbaijan began publishing reports twice a year 
(semi-annually and annually). In February 2009, at the 4th EITI Global 
Conference in Doha (Qatar), Azerbaijan became the first country to pass 
the validation process and receive an “EITI Member” status. Then, in 
2010, a Multi-stakeholder Group was established in Azerbaijan with the 
participation of stakeholders and work began on a new Memorandum. 
The new Memorandum was signed in 2014. In 2014, Azerbaijan 
published an EITI report for 2013 that was not in line with the 
requirements of the EITI Standard. In 2015, a second evaluation 
(validation) of the EITI process was conducted in Azerbaijan under the 
requirements of the EITI Standard. Due to the growing pressure on civil 
society in the country since 2014, legislative restrictions on the activities 
of international donor organizations and stricter requirements for state 
registration of grant projects, as well as increasing restrictions on the 
activities of independent civil society in the country, the EITI Board 
considered the assessment invalid, reduced the country's status from an 
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“EITI Member” to a “Membership Candidate”, set requirements for the 
re-validation process and set a period of one year for the 
implementation of those requirementsF

20
F. The main requirement of the 

Board was to provide the necessary environment for the free operation 
of civil society in the country. In 2016, a re-evaluation (validation) was 
conducted in Azerbaijan. Since the results of the re-validation were also 
unsatisfactory, the issue of suspending Azerbaijan's membership in the 
EITI or removing it from the process was brought upF

21
F. Therefore, on 10 

March 2017, Azerbaijan decided to drop out of the EITI. 

3.2. Country activities to continue                                    
EITI implemenation 

Immediately after Azerbaijan left the EITI process – on 5 April 2017 
– the President of the Republic of Azerbaijan signed a Decree "On 
additional measures to increase transparency and accountability in the 
extractive industries"F

22
F. The decree stressed that the application of 

standards of transparency and accountability in the extractive industry 
in the Republic of Azerbaijan should be continued on the basis of 
international principles. For this purpose, the Extractive Industries 
Transparency Commission (EITC) was established under the decree. 
The decree instructed the Commission to: 

� monitor the country's compliance with the above-mentioned 
international principles in the field of transparency; 

� coordinate the activities of government agencies and other 
bodies in this area by participating in the formation of public policy to 
ensure transparency in the extractive industry; 

� determine forms and deadlines for the submission of reports on 
all state revenues related to the development of natural resources and 

������������������������������������������������������������
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payments to the state by local and foreign companies operating in the 
extractive industry of Azerbaijan under international standards; 

� ensure the selection of an independent and specialized audit 
company to collect and review the reports; 

� compile a summary report based on the information collected in 
the forms and ensure its regular disclosure to the public; 

� cooperate with non-governmental organizations, private sector 
representatives and independent experts at all stages of reporting; 

� submit proposals on improving regulations to ensure 
transparency in the extractive industry. 

The decree approved the individual composition of the 
Commission. The chairman of the commission was approved by the 
executive director of the State Oil Fund of the Republic of Azerbaijan 
(SOFAZ). The commission also included deputy ministers of six 
ministries and the deputy chairman of the State Statistics Committee. 

The Commission started work immediately and began preparing 
the 2016 EITI report. At the request of the commission's secretariat, civil 
society representatives (NGOs) interested in participating in the process 
were accredited by the secretariat and invited to all meetings of the 
commission. Representatives of the civil society attended all the 
meetings of the commission, commented on all issues discussed and 
were included in the working groups set up by the commission to 
prepare reports. The opinion of the civil society was studied and taken 
into account even in all the decisions made by the Commission. 
However, the exact status of civil society was not defined in all these 
processes: civil society was not officially a party to this process, 
although it could participate in the discussions and influence the 
decisions of the commission. In other words, while the international 
EITI activity is a tripartite process involving all stakeholders in the 
extractive industry – the government, extractive companies, and civil 
society – the process in Azerbaijan is an initiative organized only under 
the responsibility and authority of the Government Commission. 

In the three years of its operation, between 2017 and 2020, the EIT 
Commission prepared and disclosed to the public extractive industry 
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transparency reports for three years – for 2016F

23
F, 2017F

24
F, and 2018F

25
F. The 

content of all three reports has aligned with the requirements of the 
EITI Standard and their structure is based on the requirements of the 
Standard. 

As is known, pursuant to the EITI Standard, the EITI Board 
regularly validates (evaluates) the EITI process by a decision of the EITI 
Board in all member countries of the international initiative. However, 
no assessment of this process is planned in Azerbaijan and the process 
is not international. Thus, we can show the differences in the process of 
extractive industry transparency in Azerbaijan from the international 
EITI process in the following table (Figure 8): 

 
 
Figure 8. Differences between international EITI and activity of  
                 national EIT Commission 

������������������������������������������������������������
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Despite the withdrawal from the international EITI and the fact that 
the process of transparency in the extractive industry in the country 
does not meet international standards of the initiative, it is possible to 
say that the processes in the extractive industry in 2017-2019 are 
reflected in the reports for the said years. This could be viewed as an 
important step in ensuring transparency in the country's extractive 
industries, but SOFAZ's executive director was transferred to another 
position at the end of 2019. Besides, the positions of individual deputy 
ministers of the Commission have changed, which made it impossible 
to organize the activities of the Commission. The Commission has not 
held meetings since the fourth quarter of 2019 and ceased to operate. 

Finally, on 28 July 2020, the President of the Republic of Azerbaijan 
signed Decree No. 1114 “On Additional Measures to Apply 
Transparency Reporting in the Extractive Industries”F

26
F. The preamble to 

the presidential decree states: “In recent years, significant changes have 
been made to international principles and standards that promote 
accountability to increase the efficiency and flexibility of reporting 
mechanisms. One of these changes is the gradual integration of 
accountability into public disclosure and reporting systems by making 
accountability an integral part of the activities of relevant government 
agencies to increase the efficiency of public administration using 
modern technologies, simplify access to information, and ensure 
transparency and accountability for free access to information. As a 
consistent supporter of international standards in the field of EIT, the 
Republic of Azerbaijan considers it necessary to ensure the 
implementation of these changes in our country and to benefit from 
their positive results.” 

According to the decree, "the State Statistics Committee of the 
Republic of Azerbaijan is entrusted with ensuring EIT reporting ". This 
body was provided with the following responsibilities: 

������������������������������������������������������������
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� Coordinate the activities of government agencies (institutions) in 
the field of EIT reporting; 

� Ensure continuous collection of EIT reports in the Republic of 
Azerbaijan and disclosure to the public of aggregated official statistics 
on the basis of the collected reports. 

The decree also instructed relevant government agencies of the 
Republic of Azerbaijan and recommended foreign companies operating 
in the extractive industry in the Republic of Azerbaijan to provide the 
necessary information to ensure EIT reporting in the form and 
timeframes established by the State Statistics Committee. 

This decree also repealed Decree No. 1315 of the President of the 
Republic of Azerbaijan dated 5 April 2017 "On additional measures to 
increase transparency and accountability in the extractive industry". 
This means that there will no longer be a government commission on 
EIT in Azerbaijan. 

 
3.3. Azerbaijan’s roadmap for the disclosure  

of beneficial ownership information 
 
Discussions in the Multi-stakeholder Group on the development of 

a Roadmap for the disclosure of beneficiaries of companies, operating 
in the extractive industries of Azerbaijan, began in late 2015. After 
lengthy discussions, the Roadmap was finally approved at the EITI 
Multi-stakeholder Group meeting on 5 December 2016 (protocol 
�48)F

27
F. 

The Roadmap envisaged activities in the following areas: 
1. Linkage to Beneficial Ownership and National Reform Priorities, 
2. Legal reforms required for beneficial ownership, 
3. Institutional framework for disclosure of beneficial ownership, 
4. Concept of beneficial ownership, 
5. Reporting obligations of political figures (political authorities), 
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6. Level of detail of the information to be disclosed, 
7. Data collection and transparency, 
8. Accuracy of the information provided, 
9. Update of submitted information, 
10. Increasing the knowledge of society, government agencies, and 

companies about beneficial ownership. 
However, in March 2017, the EITI Multi-stakeholder Group ceased 

to operate and control over the implementation of this Roadmap passed 
to the EIT Commission. As a result of negotiations among the 
Government of Azerbaijan, the World Bank, and the Asian 
Development Bank, a project to support the implementation of the 
Roadmap for the Disclosure of Beneficial Ownership Information in the 
Extractive Industries in Azerbaijan was launched in May 2018 with the 
financial support of the Asian Development Bank (information about 
the project execution and recommendations will be provided below). 

3.4. The definition of beneficial ownership  
in the current legislation of Azerbaijan 

The definition of beneficial ownership is enshrined in the 
legislation of Azerbaijan on money laundering. The Law of the 
Republic of Azerbaijan “On Combating Money Laundering and 
Terrorist Financing”F

28
F (� 767-IIIQ10 February 2009) defines a 

“beneficiary owner” as follows: 
� Beneficial owner is a natural person or legal entity who ultimately 

receives economic or any other benefit from cash or other asset transactions, 
including the sole proprietor of the legal entity in whose favor the transaction 
is made or a natural person on whose behalf financial transactions or other 
transactions are carried out or a natural person exercising control over a legal 
entity; 
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The definition of the beneficiary owner was added to the Law of 
the Republic of Azerbaijan “On Securities Market”F

29
F (� 1284-IVQ 

dated 15 May 2015) as amended by the No. 1165-VQD dated 31 May 
2018. This concept is defined in the same manner as in the Law of the 
Republic of Azerbaijan "On Combating Money Laundering and 
Terrorist Financing". 

Article 42 entitled “Prevention of legalization of monetary funds or 
assets acquired in criminal ways and financing of terrorism” of the Law 
of the Republic of Azerbaijan “On Banks”F

30
F ( 590-IIQ dated 16 January 

2004) amended on 31 May 2018 to “On Prevention of Money 
Laundering and Terrorist Financing” states that “Credit organizations 
shall take measures to identify the customer, beneficial owner and 
authorized representative, verify the identification information 
obtained about them, and comply with the requirements for 
documentation and storage of information in accordance with the law”. 

According to the amendments made to the Law of the Republic of 
Azerbaijan “On Investment Funds”F

31
F (� 1101-IIIQ dated 22 October 

2010) by Law No. 1164-VQD dated 31 May 2018, the definition of a 
beneficial owner is as follows: 

� Beneficial owner is an individual or legal entity that ultimately receives 
economic or any other benefits from the activities and operations of the 
investment fund, including the real owner of the legal entity in whose favor the 
transactions are made or on whose behalf control is exercised over a financial or 
another transaction. 

The key point to note in these definitions is that in all cases, a 
beneficial owner is a natural person. 

Resolution No. 433 of the Cabinet of Ministers of the Republic of 
Azerbaijan dated 10 October 2018 approved the “Rules for providing 
information on founders (participants) of commercial legal entities, 
shares in the authorized capital and owners of securities to monitoring 
������������������������������������������������������������
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participants and other persons participating in monitoring”F

32
F. The 

Rules provide definitions of a “beneficial owner” and “information 
about a beneficial owner”. Here, too, the definition of beneficial owner 
is the same as presented above. The definition of “information about a 
beneficial owner” is as follows: 

� information about a beneficial owner – in accordance with 
Article 14 of the Law of the Republic of Azerbaijan “On state 
registration and state register of legal entities”, information about 
founders (participants) of a legal entity and their shares in the 
authorized capital, and in accordance with Article 25.3 of the Law of the 
Republic of Azerbaijan “On Securities Market”, information about the 
owners of securities contained in the register of securities owners. 

However, this procedure envisages the provision of information 
about the beneficial owner only to monitoring participants (i.e. persons 
referred to in Article 1.0.7 of the Law of the Republic of Azerbaijan “On 
Combating Money Laundering and Terrorist Financing”). In all other 
cases, this information is considered a commercial secret and is not 
subject to disclosure to the public: 

� “1.3. Information about beneficial owners shall not be disseminated and 
shall be protected by the monitoring participants and other persons 
participating in the monitoring. Such information is considered a commercial 
secret in accordance with the legislation of the Republic of Azerbaijan, and the 
dissemination of such information shall entail liability.” 

Indeed, the current legislation of the Republic of Azerbaijan 
contains specific provisions prohibiting the disclosure of beneficial 
ownership. Thus, according to the amendments to the Law of the 
Republic of Azerbaijan “On State Registration and State Register of 
Legal Entities (� 560-IIQ dated 12 December 2003) made on 12 June 
2012, information about the founders (participants) of commercial legal 
entities and their shares in the authorized capital has been removed 
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from the list of information to be published and made public (Article 
18): 

� “18.2. Information on state registration and inclusion of legal 
entities, representations and branches of foreign legal entities in the 
state register, as well as other information provided by law (except for 
information about founders (participants) of commercial legal entities and their 
shares in the authorized capital) is published in the official state 
newspaper for general familiarization”. 

A similar restriction is contained in the Law of the Republic of 
Azerbaijan “On Commercial Secrets”F

33
F (� 224-IIQ dated 4 December 

2001). According to the amendment to the law dated 12 June 2012, 
information on the founders (participants) of commercial legal entities 
and their shares in the authorized capital was excluded from the list of 
information that is not considered a commercial secret. 

In addition, certain provisions of the Law of the Republic of 
Azerbaijan “On Personal Data”F

34
F (� 998-IIIQ dated 11 May 2010) may 

impede the disclosure of information on beneficiary ownership. 
The lack of experience in issuing and disclosing annual income and 

asset declarations of officials in the country, as well as the lack of a clear 
legal framework in this area, can also be seen as legal barriers to 
disclosure of information on beneficial ownership. 

The definition of "political authority" in the Azerbaijani legislation 
is given only in the Law of the Republic of Azerbaijan "On Combating 
Money Laundering and Terrorist Financing": 

� Political figures of foreign states are persons holding important 
public positions in any foreign state (heads of state or government, 
influential politicians, members of the government, judges of higher 
courts, high-ranking military servicemen, executives of state-owned 
enterprises, political party officials), their family members and close 
relatives. 
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Apparently, the term "political authority" is defined only in relation 
to foreign politicians. There is no definition of the concept of "political 
authority" in Azerbaijan in the current legislation. 

3.5. Project to support the disclosure of beneficial  
ownership information: implementation and 

recommendations 

As mentioned above, a project to support the implementation of the 
roadmap for the disclosure of beneficial ownership information in the 
extractive industries in Azerbaijan was implemented with the financial 
support of the Asian Development Bank from May 2018 until December 
2019. 

The project was requested by the State Oil Fund of the Republic of 
Azerbaijan and the Ministry of Finance of the Republic of Azerbaijan. 
The following companies were selected as consultants in the 
procurement tender announced within the project framework: 

 
� BDO Azerbaijan LLC (BDO),  
� Engaged Consulting Limited (UK)  
� Michael Barron Consulting Ltd (UK)  
 
The project was scheduled for completion in December 2019. 
It should be noted that the focus of the project was to identify 

beneficial owners of extractive companies operating in the extractive 
industry of Azerbaijan. The scope of the Beneficial Ownership Project 
was as follows: 

 
� applicants for licenses related to the exploration, development 

and production of oil, gas, and minerals; 
� companies engaged in oil, gas and mineral exploration; 
� companies engaged in the development of oil, gas and mineral 

resources; 
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� companies engaged in oil, gas and mineral extraction; 
� companies engaged in the export of oil, gas and minerals, 

including companies operating export pipelines; 
� recipients of state shares in oil, gas and mineral production; 
� companies entering into a joint agreement with each other to 

carry out any of the above activities; and 
� companies entering into long-term service contracts for 

engineering, procurement and construction, operation and 
maintenance, and other materials to carry out any of the above 
activities. 

 
Within the framework of the project, consulting companies were to 

carry out the following activities: 
 
� desktop study of best international practices in disclosure of 

beneficial ownership, including definitions and legislation; 
� analysis of current legislation, practices and processes in 

Azerbaijan; 
� discussions and consultations with many stakeholders, including 

government, legislators, companies, civil society and academia; 
� consultation/approval sessions. 
 
The consulting companies engaged in the project consistently 

implemented all the envisaged activities. They conducted meetings and 
surveys with all stakeholders, studied the positions of all stakeholders 
on various issues, studied the experience of many foreign countries and 
international organizations in the field of beneficial ownership, studied 
the legislation of Azerbaijan in terms of beneficial ownership, and 
prepared and disclosed relevant reports on each of these activitiesF

35
F. 

According to the consultants’ second report, they have examined 
the experience of countries such as Australia, Indonesia, Kyrgyzstan, 
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Mongolia, the United Kingdom, Ukraine, and Zambia, as well as the 
Extractive Industries Transparency Initiative (EITI), European Union, 
Financial Activity Group (G7) and a number of other international 
organizations on beneficial ownership disclosure systems, and 
prepared a final table. 

Table 1 
Summary of beneficial ownership definitions among compared 

countries, organizations and initiatives, including PEPs 
 

 
(Source:�Report�No�3�on�beneficial�ownership�definitionsF

36
F,�p.�17)�

 
Components for the disclosure of beneficial ownership are as 

follows: 
a) what is meant by “beneficial ownership”, including the criteria 

for determining the extent of beneficial ownership (PEP, possible 
exceptions for disclosure, disclosure limits); 
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b) size of participation, name, address, citizenship, and other details 
to be disclosed; 

c) coverage, data collection, and disclosure mechanisms, categories 
of companies covered by the reporting framework, how information is 
collected and how it is subsequently reported (for example, through an 
open and free register of legal entities); 

d)audit process and sanctions for non-submission or 
misrepresentation of the report; 

e) legislative process used to apply the concept of beneficial 
ownership, including the elimination of any legal barriers to the 
absence of uncertainty. 

As part of the project, consulting companies proposed the 
following definitions of a “beneficial owner” and "political authority" in 
the country's legislation: 

� Beneficial owner – a beneficial owner is a natural person(s) who 
ultimately exercises control over a legal entity or legal transaction 
regardless of whether the ownership or control is direct or indirect. 

For purposes of this article, if a natural person directly or indirectly: 
a) owns or controls 20 percent or more of the shares or voting rights 

in a legal entity 
or  
b) is a politically exposed person, provided that the natural person 

in question owns or controls 5 percent or more of the shares or voting 
rights in a legal entity; 

or  
c) has the right to appoint, veto the appointment or dismiss the 

majority of members of the board of directors or its equivalent body; 
or  
d) if clauses above ((a) through (c)) are not applicable: 
if it has the right to significantly influence or control, or if it 

influences or controls or derives significant economic benefits from 
them, then the individual is considered to be the “owner or controller” 
of the legal entity or a legally binding transaction. 
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e) In any case, agents, nominal shareholders, trust managers, and 
other intermediaries are not considered beneficial owners. 

f) In the case of a joint venture, each entity within the joint venture 
must disclose its beneficial owner(s). 

The companies implementing the project consider that the 
requirement related to the "natural person" can be excluded only in one 
case: if the state or state body is a natural person, it is considered to be 
the beneficial owner according to item a) above. 

� Politically exposed persons:  
a) The term "politically exposed person" implies an individual who 

holds or has held important public posts and includes, but is not 
limited to, the following persons, their family members, and persons 
known as their close partners (associates): 

� heads of state, heads of government, ministers, deputy ministers 
or assistants; 

� members of parliament or similar legislatures; 
� members of the governing bodies of political parties; 
� members of the Supreme Court, the Constitutional Court or 

other higher courts that make decisions that cannot be appealed except 
in exceptional cases; 

� members of the Chambers of Accounts or governing bodies of 
central banks; 

� Ambassadors, special envoys and high-ranking officials of the 
armed forces; 

� members of administrative, management, and supervisory 
boards of state-owned companies; 

� directors, deputy directors, and members of the board of 
directors or a body of the same function of international organizations. 

b) In the interests of this clause (i.e. PEP), “family members” 
include the following persons:  

� spouse or equivalent of a politically exposed person; 
� siblings, children and grandchildren of a politically exposed 

person and their spouses or persons equated to them, regardless of 
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� parents or grandparents of a politically exposed person; 
 

"Persons known as close partners" of political figures are as follows: 
� individuals who jointly own political beneficiaries or legal 

entities, or have any other close business relationships; 
� legal entities or individuals who are the sole beneficiaries of legal 

transactions known to be established for the actual income of a 
politically exposed person. 

BDO Azerbaijan LLC, the implementing partner of the project, and 
its partners argued, citing foreign experience, that the non-binding 
disclosure of beneficial ownership information (i.e. voluntary disclosure 
by companies) was proving ineffective. Therefore, they recommended 
that disclosure of beneficial ownership information should be made 
binding in Azerbaijan. 

Given that the requirements for the disclosure of beneficial 
ownership data may not be met in the near future in general (i.e. in 
relation to all areas), the following scenarios can be considered to 
achieve it at least in the extractive industries: 

� a law that would enforce beneficiary ownership requirements, 
especially for the extractive industry, and subsequent harmonization of 
various legal acts with this law; 

� submission of beneficiary ownership claims through 
amendments to relevant laws. 

The framework of information to be disclosed. The EITI Beneficial 
Ownership Pilot Assessment Report emphasizes: “Additional 
beneficiary details on behalf of the Beneficial Owner, i.e. date of birth, 
national identification number, nationality, country of residence and 
address, are important for the information to be useful”. Based on this 
and the requirements of other international organizations, as well as the 
experience of the countries studied, BDO Azerbaijan LLC and its 
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partners believe that anyone with a reasonable interest should be able 
to obtain at least the following information about any beneficiary: 

� name; 
� date of birth; 
� nationality; 
� country of residence; 
� nature of control; 
� degree of interest. 

Open or restricted access to the database? The project report states 
that there is no standard approach to granting access to beneficial 
ownership information to the general public or to restricting access – 
perhaps only to government agencies and other interested parties. 
Although some countries (e.g. Australia and Indonesia) currently have 
more restricted access regimes, the United Kingdom, the Kyrgyz 
Republic, the EU, Ukraine, and some other countries have provided 
open access. However, EITI Requirement No. 2.5 is very explicit: the 
register must be open to the public. In the context of Azerbaijan, public 
input could align with the government's strategic goals of increasing 
transparency in the extractive industries. 

As can be seen from the implementation of the project and 
recommendations, all the issues envisaged in the Roadmap prepared by 
the Multi-stakeholder Group for the Disclosure of Beneficiaries of 
Companies Operating in the Extractive Industries in Azerbaijan are 
reflected in the project report. According to the implementing 
companies, the reports and specific proposals to take these 
recommendations into account in the country's legislation have been 
submitted to relevant government agencies. After that, the question of 
how and when to implement these recommendations is entirely within 
the competence of the legislature and the government of Azerbaijan. 
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3.6. Perception of the concept of beneficial  
ownership by the people of Azerbaijan: 

 findings of surveys 
 
Based on the results of a survey on “beneficial ownership” 

conducted among 50 companies and 300 business entities operating in 
the extractive industry within the project “Disclosure of beneficial 
ownership is an important element of transparency in the extractive 
industry”, as well as journalistic research conducted within the project 
framework, the conclusion can be reached that the level of awareness 
and knowledge about this concept is very low. 

Thus, only two (18 percent) of the 11 members of the Milli Majlis, 
the legislature, asked about the subject had a little information about 
beneficial ownership, while the rest said they were unaware of the 
topicF

37
F. 

A telephone survey was conducted among representatives of 50 
(fifty) enterprises operating in the extractive industry in Baku in 
connection with the disclosure of real owners of enterprises 
(individuals). Although 45 enterprises operating in the extractive 
industry in Azerbaijan were contacted, only 18 of them agreed to 
participate in the survey. Besides, 32 enterprises providing 
subcontracting services to those operating in the extractive industry 
were also surveyed. Although 79 businesses were approached, 32 of 
them agreed to participate in the survey. Thus, although 124 companies 
operating in the extractive industry applied to subcontracting 
companies, only 50 (or 40 percent) of them agreed to participate in the 
survey. 

When asked, “Do you know that more than 70 countries around the 
world are currently in the process of identifying real owners of companies 
(individuals)?”, 36, or 72.0 percent of those polled, said they had heard 

������������������������������������������������������������
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about it for the first time. Nine interviewees (18.0 percent) said they 
were fully informed about it and five (10.0 percent said they were 
partly informed about that. 

"Extractive companies in the countries participating in the International 
Extractive Industries Transparency Initiative have started announcing their 
beneficiaries (real owners of companies) this year. This is required by the EITI 
Standard. Do you know about this process?” Consequently, 74.0 percent of 
those polled (i.e. 37) answered the question negatively. Only 13 
respondents (26.0 percent) said they were aware of the process. 

The results of a telephone survey among 300 non-manufacturing 
businesses were similar. Thus, although a total of 1,246 businesses were 
contacted during the telephone survey, only 300 of them (or 24.1 
percent) agreed to participate in the survey. "The process of identifying 
real owners of enterprises (individuals) is currently underway in more than 70 
countries around the world. Are you aware of this?” In response to this 
question, 276, or 92.0 percent of those polled, said they had heard about 
it for the first time. 11 people (3.7 percent) said they were fully 
informed about the process and 13 (4.3 percent) said they were partly 
aware. 

This situation highlights the need for large-scale awareness-raising 
activities on the concept of “beneficial ownership” in Azerbaijani 
society. 

 
3.7. Role of the civil society to promote the  

disclosure of beneficial ownership information 
 
As mentioned above, by a Decree of the President of the Republic 

of Azerbaijan dated 28 July 2020 (No. 1114), the Extractive Industries 
Transparency Commission was abolished and the State Statistics 
Committee was authorized with ensuring accountability for EIT. The 
decree does not provide for the establishment of any dialogue or a 
discussion mechanism involving stakeholders. Thus, civil society has de 
facto been deprived of the tripartite dialogue mechanism of 
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stakeholders that it has used for many years to ensure transparency in 
the extractive industries. In such a situation, civil society institutions 
working to increase transparency in the extractive industry will have to 
think about new dialogue mechanisms and strengthen advocacy. 

It is known that the issue of beneficial ownership in the extractive 
industry began with the EITI process and this issue was raised in 
Azerbaijan by the Multi-stakeholder Group when the country was a 
member of the EITI. Since there is no longer a dialogue mechanism such 
as the Multi-stakeholder Group or the EIT Commission, there is a high 
risk that the work started on the application of beneficial ownership in 
the country's extractive industry will be incomplete. There is not any 
institution that would be interested in resolving this issue, responsible 
for at least in some way and have a little authority in this area – 
whether it is the government or a public body. Civil society is the main 
stakeholder in the country's extractive industry (not only here, but also 
in all other areas) interested in the application of beneficial ownership, 
as well as deepening transparency and accountability in the sector as a 
whole. 

In the current situation, it would be expedient for the country to 
channel its civil society activities into the following areas to continue 
and deepen the initiatives of transparency and accountability in the 
extractive industry, as well as the application of beneficial ownership: 

� creation of a new civil society coalition on transparency and 
accountability in the extractive industry, as well as the application of 
beneficial ownership; 

� organization of advocacy work on proposals and 
recommendations prepared by BDO Azerbaijan LLC and its partners on 
the application of beneficial ownership in the extractive industry; 

� strengthening advocacy work, first of all, to get rid of legislative 
provisions on the confidentiality of information about the founders of 
commercial organizations; 
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� continuous awareness-raising campaigns among NGOs and 
journalists on the concept of beneficial ownership and the importance 
of its application; 

� continuous coverage of beneficial ownership in the media, on TV 
and social media; 

� organization of activities to inform and educate various social 
groups about the importance and opportunities of the application of 
beneficial ownership, etc.; 

� continuous monitoring and dissemination of international 
beneficial ownership initiatives. 

�47



�48

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Ingilab Ahmadov, Samir Aliyev, Azar Mehtiyev 
 

BENEFICIAL OWNERSHIP IN THE EXTRACTIVE INDUSTRIES:            
  global experience versus the case of Azerbaijan 

 
Azerbaijan, AZ 1102 

Baku, Tbilisi - avenue 76 
Tel.: (+994 12) 431-16-62; 431-38-18 

Mob.: (+994 55) 212 42 37 
e-mail: info@qanun.az 

www.qanun.az 
www.fb.com/Qanunpublishing 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


