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Conducting Customer Due 
Diligence

(Part I)

5th November 2020

1



09/11/2020

2

Agenda

 Overview of CDD

 Understanding the value of CDD

 Defining Customer and the concept of Beneficial 
Ownership

 Identification and Verification 

 Natural Persons

 Legal Persons

 Legal Arrangements
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Introduction
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What is Customer Due Diligence?
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What is Customer Due Diligence (CDD)?
 CDD is the gathering of all relevant 

information about a customer and his 
affairs

 It is the information that enables a 
Subject Person to assess the extent to 
which a customer exposes them to a 
range of risks – including the risk of 
involvement in money laundering / 
financing of terrorism (ML/FT)
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Why?
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Why do we carry out CDD?

 To determine and reasonably certain that the customers are who they say they are;

 To determine that it is appropriate to provide them with the requested service or product;

 To determine whether such person is acting on behalf of another person, or whether 
underlying BOs are involved;

 To guard against fraud, including impersonation and identity fraud;

 To assess the legitimacy of the funds/assets to be used in a relationship;

 To help identify what is unusual and to enable the unusual to be examined;

 To comply with the applicable AML/CFT & Sanctions legislation and regulations.

 To be in a position to assist law enforcement through the provision of relevant info/docs
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Benefits

 To safeguard against:

 services/products being misused or being used for ML/FT
 reputational, operational and financial repercussions
 potential enforcement action
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Who?
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CDD
Relevant Parties

 Customers

 Intermediaries/Agents

 Beneficial Owners

 Other Involved Parties
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Who is the Customer?

 A legal or natural person,

 Whether acting as principal or agent,

 Who has formed or who seeks to form a business 
relationship

 For whom an occasional transaction is carried out,
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Type of Customer 

Customers will fall within one of the 
following categories:

 Natural Persons

 Legal Persons

 Legal Arrangements

Due to their nature, different identification 
and verification  requirements apply  

12



09/11/2020

13

Intermediary/Agent

 Where any person (natural or legal 
person) is or appears to be acting on 
behalf of a customer, subject persons are 
required to identify and verify the identity 
of such person.

 Subject persons are also required to 
ensure that any such person is authorised
in writing to act on behalf of the 
customer.
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Customer
Business relationship vs Occasional Transaction

 Single transaction of a specified amount (€15,000, €10,000,
€1,000, €2,000) according to the nature of the relevant
activity/SP;

 A series of linked transactions that add up to the specified 
amount;

 Specific activities, irrespective of the amount/s involved – tax 
advice and formation of legal persons & arrangements

Occasional Transaction  
A transaction outside a 

business relationship

Business Relationship
3 cumulative elements 

 Relationship is of a business/professional/commercial nature;
 Must subsist for a period of time; and
 One of the parties is a Subject Person.
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Beneficial Owner/s

 A natural person who ultimately owns or controls the customer.

 A natural person on whose behalf or for the benefit of whom a transaction 
is being conducted.
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Customer Due Diligence Measures

Ongoing 
monitoring

Purpose & 
intended 
nature of      

the business 
relationship

Identification & 
verification
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Identification & Verification
Natural Persons
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Identification & Verification
Natural Person Identify

 Official full name
 Date and place of birth
 Permanent residential address
 Identity reference number
 Nationality
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Identification & Verification
Natural Person Verification of Identity 

A valid and unexpired, Government-issued (or recognised) 
document containing photographic evidence of identity, such 
as:

 A national or other government-issued identity card;
 A passport;
 A residence card; and
 A driving license.
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Identification & Verification
Natural Person Verification of Address 

 Bank statement or reference letter

 Utility bill

 Correspondence from a central or local government authority, 
department or agency

 Any government-issued or recognised document to verify identity, 
where a clear indication of residential address is provided

 An official conduct certificate

 Lease contract or agreement (the 6-month rule does not apply for 
lease agreements)

 Any other document as may be specified in sectoral implementing 
procedures
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Non-Face-To-Face

Verification on the basis of documents:
 Additional documentation; and/or
 Requiring certified/appostilled documentation.

Subject persons needs to:
 Carry out authenticity checks;
 Consider the relevant risks in relation to the 

certifier and country of origin, and take any 
necessary countermeasures; and

 Certification needs to include all the necessary 
details as per Implementing Procedures.
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Non-Face-To-Face
Other modes of Verification

Confirmation of 
automatically generated 
codes/PINs

First payment & transaction 
carried out through the 
customer’s bank account 

Verification of IP address or 
geo-location of mobile 
devices

Use of video conferencing 
tools

Use of identity verification 
software

Electronic verification e.g. e-
IDs & Identity Platforms
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Identification & Verification
Legal Persons
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Identification and Verification
Company

Identify the company

Verify the identity of the company and legal status

Identify all directors

Understand the ownership and control structure

Identify and verify the identity of the Beneficial Owners

Confirm registration of beneficial ownership 
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Confirm registration of Beneficial Owners
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Beneficial Ownership
Legal Persons

Direct or indirect ownership 
interest - 25% of shares +1

Control through other means

Senior managing official

Direct or indirect control through 
voting rights - 25%+ 
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Beneficial Owner/s
Ownership

Company A

Company B  
10% of Customer

Person 2 
10% of Co. B

Company C  
60% of Customer

Person 3 
20% of Co. C

Person 4 
50% of Co. C

Person 5 
30% of Co. C

Person 1 
30% of 

Customer
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Beneficial Owner/s
Ownership

Company A

Company B 
10% of Customer

Person 2 
(100% of Co. B)

10% of Customer

Company C  
60% of Customer

Person 3 
(20% of Co. C)

12% of Customer

Person 4 
(50% of Co. C)

30% of Customer

Person 5 
(30% of Co. C)

18% of Customer

Person 1 
30% of 

Customer

Legal persons

Natural persons not required to be identified as a beneficial owner

Natural persons required to be identified as a beneficial owner
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Beneficial Owner/s
Ownership

Customer 
Company A

Company B
18% of Customer

Company D 
100% of Co. B

Person 4 
100% of Co. D & 

E

Company C
52% of Customer

Person 2 
20% of Co. C

Person 3 
50% of Co. C

Company E   
30% of Co. C

Person 1 
30% of 

Customer
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Beneficial Owner/s
Ownership

Company A

Company B
18% of customer

Company D 
(100% of Co. B) 

18% of customer

Person 4 
(100% of Co. D & E) 

33.6% of Customer

Company C
52% of Customer

Person 2 
(20% of Co. C)

10.4% of Customer

Person 3
(50% of Co. C) 

26% of Customer

Company E 
(30% of Co. C)

15.6% of Customer

Person 1 
30% of 

Customer

Legal persons

Natural persons not required to be identified as a beneficial owner

Natural persons required to be identified as a beneficial owner
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Identification of Beneficial Owner/s
Legal Persons

Direct or indirect ownership 
interest - 25% of shares +1

Control through other means

Senior managing official

Direct or indirect control through 
voting rights - 25%+ 
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Beneficial Owner/s
Ownership and Voting Rights

Company A

Person 1 
Ordinary A 

Shares 1000 

Person 2 
Ordinary A 

Shares 1000

Person 3 Ordinary 
A Shares - 20

Ordinary B Shares 
- 280

Voting rights:

 A shares – no voting rights
 B shares – 1 voting right per share
 No difference in nominal value
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Beneficial Owner/s
Ownership and Voting Rights

Company A

Person 1 
Shares 43.5%

Voting 0%

Person 2 
Shares 43.50%

Voting 0%

Person 3 
Shares 13% 
Voting 100%

Legal persons

Natural persons not required to be identified as a beneficial owner

Natural persons required to be identified as a beneficial owner
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Identification of Beneficial Owner/s
Legal Persons

Direct or indirect ownership 
interest - 25% of shares +1

Control through other means

Senior managing official

Direct or indirect control through 
voting rights - 25%+ 
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Identification of Beneficial Owner/s
Legal Persons

Direct or indirect ownership 
interest - 25% of shares +1

Control through other means

Senior managing official/s

Direct or indirect control through 
voting rights - 25%+ 
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Identification of BO/s
Legal Persons

 The beneficial owner/s are always natural persons.
 ‘Open’ all companies within the structure of the 

customer until you have identified all the natural 
persons.

 Nominee shareholding – subject person must still 
obtain information and evidence of beneficial 
ownership.

 Make sure that you have all relevant documentation 
– check the records on the business registry when 
possible.

 Clear control and ownership corporate structure 
chart, particularly in the case of complex and multi-
tiered structures.
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Identification & Verification
Trusts
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Identification and Verification
Trust

Identify the trust

Verify the identity details of the 
trust

Identify and verify the identity 
details of ALL beneficial owners

Confirm registration of 
beneficial ownership

38



09/11/2020

39

Confirm registration of Beneficial Owners
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 The settlor(s);

 The trustee or trustees;

 The protector(s) (where applicable);

 The beneficiaries or class of persons in whose main interest 
the trust is set up and operates;

 Any other natural person exercising ultimate control over 
the trust.

Trusts
Beneficial Ownership
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Identification & Verification
Associations/Foundations
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Identification and Verification
Association/Foundation

Identify the foundation

Verify the identification details of the foundation

Understand the ownership and control structure

Identify and verify the identity of ALL beneficial owners

Confirm registration of beneficial ownership

42



09/11/2020

43

 The Founder;

 The Administrator;

 Member(s) of supervisory council;

 Beneficiaries in whose main interest the 
foundation is set up and operates;

 Any other natural person exercising ultimate 
control.

Foundation
Beneficial Ownership
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Questions?
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Thank you

Karen Frendo
AML/CFT Consultant

D (+356) 79522411

E karen.frendo@komply.com.mt
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