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Background and Basics of Beneficial Ownership 
Information Reporting



Purpose of Beneficial Ownership Information Reporting        

 The Corporate Transparency Act (CTA) was enacted as part of the 
Anti-Money Laundering Act of 2020 in the National Defense 
Authorization Act for Fiscal Year 2021, Public Law 116–283. 
 The CTA was enacted to prevent money laundering, corrupt 

financial transactions, and financial terrorism. 



What are Shell Corporations?

A shell corporation is a legal entity with 
no (or minimal) employees, customers, 
business, or assets. 
Although shell corporations serve many 

legitimate purposes, it’s also possible to 
disguise the identity of interested 
individuals and the flow of money by 
layering shell companies on top of each 
other, “such that each time an 
investigator obtains ownership records 
for a domestic or foreign entity, the 
newly identified entity is yet another 
corporate entity, necessitating a repeat 
of the same process.



What is Beneficial Ownership Information Reporting?    

 The Corporate Transparency Act (CTA) requires all non-exempted 
companies to report information about their company AND their 
beneficial owners to FinCEN, a federal agency, beginning in 2024.



History of Beneficial Ownership Information Reporting        
Many in Congress had been 

attempting for many years to pass 
legislation to address the problem of 
shell corporations contributing to 
financial crimes. 
Both chambers passed this law in 

2020, but it was vetoed by the 
President. 
 Two-thirds of Congress voted to 

override the veto, and it was 
enacted January 1, 2021.



Impact of Beneficial Ownership Information Reporting        
 There was little fanfare at the time, but the impact of law is seismic. 
States are responsible for business registrations. This law introduces 

new federal requirements.
 This law impacts SMALL businesses, not large entities.
 This law will require more than 32 million businesses, including small 

LLCs, corporations, and limited partnerships, to begin filing new 
reports to disclose their beneficial owners in 2024.



Administered by FinCEN                                      

 The CTA requires the Financial Crimes 
Enforcement Network (FinCEN) to establish 
and maintain a national registry of beneficial 
owners of entities that are otherwise not 
subject to disclosure regulations.  
FinCEN is a bureau of the U.S. Treasury.
Unauthorized use or disclosure of beneficial 

ownership information (BOI) may be subject 
to criminal and civil penalties.
 The information will not be made public.



Narrow Disclosure Authorized                                      

 In furtherance of these goals, the CTA 
authorizes FinCEN to share the collected 
information with government agencies, 
financial institutions, and financial regulations, 
subject to safeguards and protocols. 



This is Not a Tax Law

 The CTA, although administered by the 
Treasury Department, is not tax 
legislation.
 The IRS has no oversight or involvement 

in the law’s implementation.



Final Regulations                                                 
On September 22, 2022, FinCEN issued final regulations, 31 CFR § 

1010.380, which went into effect January 1, 2024. 
 The regulations supply the details of complying with the law.



How Does the CTA Overlap with the Bank Secrecy Act?
Banks have long reported beneficial ownership information of their 

entity clients to FinCEN. The new BOI reporting rules complicate the 
bank’s job.
 If a reporting company grants permission, the bank can access the 

FinCEN report to verify information is consistent.  
New rule for Access is here: https://www.govinfo.gov/content/pkg/FR-

2023-12-22/pdf/2023-27973.pdf
Customer Due Diligence Rule will also be updated.



When Must Reports Be Filed?                        
Reporting companies created or registered before January 1, 2024, 

have one year (until January 1, 2025) to file their initial reports.
Reporting companies created or registered after January 1, 2024, but 

before January 1, 2025, have 90 days after creation to file their first 
report.
Reporting companies created on or after January 1, 2025, will have 

30 days after creation or registration to file their initial reports. 
Once the initial report has been filed, both existing and new reporting 

companies will have to file updates within 30 days of a change in their 
beneficial ownership information. 
 Any reporting company that no longer meets the requirements of an exemption 

from reporting shall file its report within 30 calendar days after it no longer qualifies 
for the exemption.



But Wait…Is this Law Constitutional?
On March 1, 2024, in the case of National Small Business United v. 

Yellen, No. 5:22-cv-01448 (N.D. Ala.), a federal district court in the 
Northern District of Alabama, Northeastern Division, entered a final 
declaratory judgment, concluding that the Corporate Transparency 
Act exceeds the Constitution’s limits on Congress’s power and 
enjoining the Department of the Treasury and FinCEN from enforcing 
the CTA against the plaintiffs. 



Notice of Appeal Filed
 The Justice Department, on behalf of the Department of the 

Treasury, filed a Notice of Appeal on March 11, 2024.
https://cases.justia.com/federal/district-

courts/alabama/alndce/5:2022cv01448/183445/51/0.pdf?ts=1709398
196



What are the Chances of Law Being Struck Down?
Keep in mind that Congress’ power under the Commerce Clause is 

very broad.
 In modern times, only a few laws have been struck down using this 

argument.



How Does Litigation Impact Filing Requirements?
While this litigation is ongoing, FinCEN will continue to implement the 

Corporate Transparency Act as required by Congress, while 
complying with the court’s order. 
FinCEN has said that it will not enforce the CTA against the plaintiffs in 

that action: Isaac Winkles, reporting companies for which Isaac 
Winkles is the beneficial owner or applicant, the National Small 
Business Association, and members of the National Small Business 
Association (as of March 1, 2024)(approximately 65,000 members). 
Only those individuals and entities are not required to report 

beneficial ownership information to FinCEN at this time.



How Might Pending Litigation Impact Filing Decisions?
Newly formed entities MUST file within 90 days. 
Entities existing before January 1, 2024, may want to wait a bit before 

filing to see if any new developments arise. 
Reports for these entities MUST be filed by January 1, 2025.



Filing Details: Who, What, How?



Who: Reporting Companies                                      
 The rule identifies two types of reporting companies: domestic and 

foreign. Domestic reporting companies are corporations, limited 
liability companies (LLCs), or any entities created by the filing of a 
document with a secretary of state or any similar office under the 
law of a state or Indian tribe. 
 This generally means that limited liability partnerships, limited liability 

limited partnerships, business trusts, and most limited partnerships are 
also required to file reports if they are not otherwise exempted. 
Single-member LLCs, disregarded for tax purposes, are not exempt 
from the reporting requirements.



Who: Reporting Companies

Entity Type Reporting Entity (unless exempted?)
LLC Yes
SMLLC Yes
General Partnership No
Sole Proprietorship Not unless corporation or LLC
Limited Partnership Yes
S Corporation Yes
C Corporation Yes
Trust Not unless required to file with Secretary of 

State, but trustees or beneficiaries may be 
beneficial owners of other reporting 
entities



Exceptions to Reporting                                        
 The FinCEN rule lists 23 types of 

entities that are specifically 
excepted from reporting 
requirements. 
 These are generally excluded from 

the reporting requirements 
because other laws regulate these 
entities and separately require 
disclosure of BOI. 
Be very careful about looking just 

at categories. Devil is in the details.



Exceptions to Reporting – Some Examples                                       
 Large Operating Companies are exempt if:
 They employ more than 20 full-time employees in the United States. 
 They have filed a Federal U.S. income tax return for the previous 

year that showed more than $5,000,000 in gross receipts or sales.
 They operate from physical premises in the United States. 



Exceptions to Reporting – Tax Exempt Entities



Exceptions to Reporting – Inactive Entities



Who: Beneficial Owners                            
 In general, beneficial owners are individuals who:
1. directly or indirectly exercise “substantial control” over the 

reporting company, or 
2. directly or indirectly own or control 25% or more of the “ownership 

interests” of the reporting company.



Substantial Control                                                
 Individuals have substantial control of a reporting company if they 

direct, determine, or exercise substantial influence over important 
decisions of the reporting company. [31 CFR §1010.380(d)(1)]. This 
includes:
 Senior officers such as chief financial officers, chief executive officers, general 

counsel, chief operating officers, or any other similar positions, regardless of title
 An individual with authority over the appointment or removal of any senior 

officer or a majority of the board of directors (or similar body)
 An individual who directs, determines, or has substantial influence over 

important decisions made by the reporting company  
 An individual with any other form of substantial control over the reporting 

company.



Direct or Indirect Substantial Control                 
 Individuals may directly or indirectly (including as a trustee of a trust 

or similar arrangement) exercise substantial control over a reporting 
company through:
Board Representation (case by case analysis)
Ownership or control of a majority of the voting power or voting 

rights
Rights associated with any financing arrangement or interest in the 

company
Control over one or more intermediary entities that separately or 

collectively exercise substantial control
Nominee arrangements
Any other contract, relationship, understanding, etc.



Direct or Indirect Substantial Control                  
Based on the breadth of the substantial control definition, FinCEN 

has stated that it expects a reporting company will identify at least 
one beneficial owner under that definition, regardless of whether:
any individual satisfies the ownership definition, or 
exclusions to the definition of beneficial owner apply



Ownership Interests                                      
Ownership interest (for purposes of determining whether an 

individual directly or indirectly owns or controls 25% or more of the 
“ownership interests” of the reporting company) includes:
 Any equity in stock or similar instruments (does not matter if it comes with voting 

rights)
 Any capital or profit interest
 Any instrument that is convertible to an equity or capital or profit interest, even if 

consideration would be required and even if the instrument is characterized as 
debt
 Any put, call, straddle or other option to buy an equity interest (unless the 

reporting company has no knowledge
 Any other instrument, contract, etc. used to establish ownership



Ownership Or Control Interests                         
 Individuals may directly or indirectly own or control an ownership 

interest through an arrangement, relationship, or contract, 
including:
 Through joint ownership
 Through an interest where another individual acts as the nominee or custodian
With regard to a trust that holds an ownership interest
 As a trustee with authority to dispose of assets
 As a beneficiary who
 Is the sole permissible recipient of income and principal from the trust
 Has the right to demand a distribution or withdraw substantially all of the 

assets
 As a grantor who has the right to revoke the trust or withdraw the assets
 Through ownership or control of intermediary entities



Exclusions from Definition of Beneficial Owner    
Beneficial owners do not include:
Minor children, as long as the reporting company reports the required 

information of the parent or legal guardian and states that they are the parent 
or legal guardian of a minor (report must be updated when minor reaches the 
age of majority)
 An individual acting as a nominee, intermediary, custodian, or agent on behalf 

of another person.
 An employee of a reporting company acting solely as an employee (as long as 

the person is not a senior officer)
 An individual whose only interest is a future interest through a right of inheritance
 A creditor of a reporting company



Who: Company Applicants
Companies created or registered on or after January 1, 2024, are 

required to report the company applicants, in addition to beneficial 
owners. 
Company Applicants include:
 the individual who directly files the document that creates, or first 

registers, the reporting company; and 
 the individual that is primarily responsible for directing or controlling 

the filing of the relevant document. 
Companies created or registered before January 1, 2024, are 

required to report only beneficial owners.



Who: Company Applicants



What: Reporting Details                                       
A reporting company must disclose:
 its full legal name and any trade name or DBA;
a complete address, including the street address of the principal 

place of business for U.S. companies and primary U.S. location for 
other businesses; 
 the State, Tribal, or foreign jurisdiction in which it was formed or first 

registered, depending on whether it is a U.S. or foreign company; 
and 
 its Taxpayer Identification Number (TIN)(i.e., EIN)



What: Reporting Details
For each beneficial owner and each company applicant (if 

required), the company must provide the individual’s: 
 full legal name
 birthdate
 a complete address
 For company applicants who form or register an entity, this includes the street 

address of the company applicant. For all individuals, beneficial owners and 
applicants, the address must be the residential street address of the 
individual.

 an identifying number from a non-expired driver’s license, passport, or other 
approved document for each individual, as well as an image of the document 
from which the document was obtained



What: FinCEN Identifier                                                 
An individual (beneficial owner or company applicant) or reporting 

company may obtain a FinCEN identifier by submitting an 
application at or after the time that the reporting company submits 
its initial report. 
Each identifier is specific to the individual or reporting company. 
 If an individual has obtained a FinCEN identifier, the reporting 

company may use that identifier in its report instead of listing all of 
the required information for the individual. 
A reporting company uses its FinCEN identifier to submit updated 

reports, as required. 



What: FinCEN Identifier                                                 



What: FinCEN Identifier                                                 



How to File
https://boiefiling.fincen.gov

https://boiefiling.fincen.gov/help


How to File



How to File – Third Parties



https://boiefiling.fin
cen.gov/help

https://boiefiling.fincen.gov/help
https://boiefiling.fincen.gov/help


How to File – Third Parties



How to File – Third Parties



How to File – Third Parties



How to File  - Reporting Company Information



How to File  - Reporting Company Information



How to File  - Reporting Company Information



How to File  - Company Applicant Information



How to File  - Company Applicant Information



How to File  - Beneficial Owner Information



How to File  - Beneficial Owner Information



Updating Reports
FinCEN began accepting reports electronically on January 1, 2024. 

The person filing the report is required to certify that the report is 
true, correct, and complete.
Once a reporting company has filed its first report, it must file a new 

report any time the reported information changes, making the prior 
report inaccurate. Reporting companies will have 30 days to report 
any changes or updates to reported information. 
 The 30 days begins after the company becomes aware of or has 

reason to know of an inaccuracy in a prior report. 
Any reporting company that no longer meets the requirements of 

an exemption from reporting shall file its report within 30 calendar 
days after it no longer qualifies for the exemption.



Updating Reports



When Must Reports Be Updated?                              



When is New Document Image Required?         



When is New Document Image Required?         





Penalties for Noncompliance



Penalties for Noncompliance                        
 The rule states that it shall be unlawful for any person to willfully 

provide, or attempt to provide, false or fraudulent beneficial 
ownership information, including a false or fraudulent identifying 
photograph or document, to FinCEN in accordance with this 
section, or to willfully fail to report complete or updated beneficial 
ownership information to FinCEN in accordance with the new law.



Penalties for Noncompliance                         



Penalties for Noncompliance                     
 The final rule clarifies that a person is considered to have failed to 

report complete or updated BOI if the person causes the failure or is 
a senior officer of the entity at the time of the failure. 
A penalty safe harbor applies to companies that discover an 

inaccuracy and file a corrected report within 90 days of the filing of 
an initial report.



Who is Responsible? 



Small Business Compliance Guide (Best Resource)

https://www.fincen.gov/boi/small-
entity-compliance-guide



Who Can Assist?



Who Can Assist?



Who Can Assist?



Practice of Law?
https://www.cpai.com/Education-Resources/my-firm/Tax-Services/What-accounting-
firms-need-to-know-about-CTA

AICPA alert provides great discussion of risks to consider when 
determining a course of action.
 Engagement letters are important for professionals.

States are responsible for determining boundaries of unauthorized 
practice of law.

https://www.cpai.com/Education-Resources/my-firm/Tax-Services/What-accounting-firms-need-to-know-about-CTA
https://www.cpai.com/Education-Resources/my-firm/Tax-Services/What-accounting-firms-need-to-know-about-CTA


Practice of Law?



Legal Questions
For legal questions regarding identity of beneficial owners or other 
concerns, attorney who formed the entity is a great resource.



Questions?
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