[image: ]
Corporate Transparency Act (CTA) 
Q & A

Q: What is the Corporate Transparency Act?
A: The Corporate Transparency Act is part of the Anti-Money Laundering Act of 2020. It was enacted to help prevent financial crimes including money-laundering, terrorist financing, drug and human trafficking and fraud. The CTA aims to prevent business entities operating in the United States from providing anonymity for bad actors around the world by requiring filings of pertinent information with the Financial Crimes Enforcement Network (FinCEN).
Q: What does the CTA require?
A: The CTA requires that “reporting companies” file reports electronically with FinCEN that document company information, beneficial owner information and company applicant information. NOTE: Company applicant information is only required for entities formed after January 1, 2024. 
Q: When does the law go into effect?
A: January 1, 2024. Entities in existence before January 1, 2024 will have a year to complete the filing. Companies formed between January 1, 2024 and December 31, 2024 will have 90 days to complete the filing, and entities formed on or after January 1, 2025 will have 30 days to complete the filing. 
Q: Who is responsible for the filing?
A: “Reporting companies” are obligated to file the report and will be held responsible if the filing is not completed. 
Q: What is a reporting company?
A: A reporting company is a US entity created under the laws of any US state, territory, or tribal authority or any foreign entity qualified to do business with any US state, territory, or tribal authority. Sole proprietors, partnerships, and other such organizations that do not file documents with state, territorial, or tribal authorities to operate are not considered “reporting companies”.
Q: Are there any exemptions or do all corporate entities have to file? 
A: FinCEN has designated 23 specific exemptions. The exemptions largely apply to entities that already submit similar information to federal authorities and can be found in more detail on the FinCEN website or in their recently released Small Entity Compliance Guide.  


Q: Is a Homeowners Association a reporting company? 
A: If a homeowner’s association has filed paperwork with a secretary of state or similar office, it is considered a reporting company and must file the BOI report unless it meets one of the exemptions listed by FinCEN. The most common in this instance would be an association that is recognized by the IRS as a 501(c)(4) – see Exemption #19 in BOI Small Business Compliance Guide – Tax Exempt Entity. 
Q: What information needs to be filed? 
A: There are three specific pieces of information that must be filed. (1) Company information, (2) Beneficial Owner(s) information, and (3) Company Applicant(s) information. NOTE: Company applicant information is only required for entities formed on or after January 1, 2024.
Q: What company information must be filed? 
A: There are four specific pieces of information required. (1) The company name and all DBAs, aliases, or tradenames. (2) The principal place of business (PPOB) address in the US or if the PPOB is outside of the US, the primary location in the US where the entity conducts business. (3) The state, territory, or tribal jurisdiction of formation or qualification for foreign entities. (4) The company Tax ID number (EIN) or foreign tax ID number. 
Q: Who is a beneficial owner? 
A: Beneficial Owners are defined as individuals who own at least 25 percent of the entity and/or individuals who exercise “substantial control” over the entity even if they have no ownership. All entities will have at least one beneficial owner and some could have many. There is no limit to the number of individuals that companies may report as beneficial owners. 
Q: What does FinCEN mean by “substantial control”?
A: FinCEN has identified multiple criteria to consider when defining individuals with “substantial control.” These include senior officers, individuals with the authority to appoint or remove officers or directors, important decision makers, and those with other forms of substantial control over the reporting company.
Q: What beneficial owner information (BOI) must be reported? 
A: The full name of the individual, the individual’s date of birth, a complete residential address, a unique identifying number with issuing jurisdiction (i.e., numbers found on a US passport, state ID, driver’s license, or foreign passport), and an image of the non-expired document listing the identifying number used OR a FinCEN identifier (in place of the above listed information). 
Q: What is a company applicant?
A: A company applicant is the individual who physically files the documentation – either online or in person - with the state or tribal authorities to create the reporting company. Additionally, the individual who directs or controls the action of forming or registering the entity must be listed as the company applicant even if they did not physically file the information. All reporting companies formed beginning January 1, 2024 must report at least one and not more than 2 company applicants. Companies formed before January 1, 2024 are not required to report company applicant information.
Q: What company applicant information must be reported? 
A: The required information is the same as the beneficial owner information except in the case of company applicants who form the entity in the course of their employment. In these instances, the address reported should be the business address rather than a residential address.
Q: What if the reporting company does not have a US address? 
A: FinCEN requires that a company list a US address as its business address. If the company does not have a US address, it should list the primary location where it conducts business in the United Sttaes. If the company does not conduct business in the United States, it should use the address in the US that is designated to accept service of process, generally referred to as its registered agent address. If a reporting company lists its registered agent address as its company address, this signifies to FinCEN that (1) the company does not have a location or conduct business in the US and (2) the agent or person at the address listed has consented to its address being used as a legal service of process address. Uses of a registered agent address for companies that do not meet the above criteria would constitute a fraudulent entry.
Q: What if the reporting company does not have an Employer Identification Number (EIN)? 
A: Certain “disregarded entities” (for example single member LLCs, or entities owned by another entity) are not treated by the IRS as separate entities for tax reasons, but rather include their income and deductions on the owner’s federal tax return. These entities are not required to obtain an EIN, but many are still required to report BOI information to FinCEN. These entities may list a company EIN if they have it; however, they may instead list the owner’s social security number (SSN) or Taxpayer Identification Number (TIN) if the company does not have an EIN. Similarly, if the disregarded entity is owned by another U.S. entity and does not have its own EIN, it may report that company’s EIN as its TIN on the BOIR. 
Q: What if the reporting company has not yet received its EIN before the FinCEN deadline? 
A: Most companies should be able to secure an EIN quickly assuming the responsible party applying for the TIN has a social security number. However, for foreign persons, the process may take longer. FinCEN acknowledges that companies cannot file BOI reports unless they have a TIN number. Entities are encouraged to make every effort to secure an EIN as quickly as possible after their formation and to maintain documentation of their efforts if a slower response from the IRS necessitates a later filing. As long as reporting companies are not purposefully or maliciously avoiding stated deadlines, FinCEN has no plans to penalize them for filing delays caused by circumstances beyond their control. 
Q: What if I dissolve my company before the filing deadline? 
A: All entities that are active for any period of time after January 1, 2024 must file beneficial owner information. This includes entities formed before January 1, 2024 that dissolve before the end of the year as well as entities formed after January 1, 2024 that dissolve before the 30- or 90-day filing deadline. Entities formed before January 1, 2024 that are not active for any day in 2024 or later do not need to file a BOI Report.


Q: What is a FinCEN Identifier and who needs one? 
A: Any individual whose private identifying information (PII) must be reported as part of the CTA may apply for a unique identifying number issued by FinCEN. FinCEN identifiers may be used in place of the 4 pieces of identifying information required. No one is required to get a FinCEN identifier; however, individuals who do not want to provide there PII to officials filing BOI reports may choose to get a FinCEN identifier as an alternative.
Q: How do I get a FinCEN Identifier? 
A: Individuals can request FinCEN identifiers directly through FinCEN. The same information required for identifying beneficial owners and company applicants must be provided when applying for the identifier. Numbers will be issued immediately upon completion of the electronic application. Individuals with FinCEN Identifiers are required by the CTA to update any changes to the information provided to FinCEN (i.e., name, address, identifying document changes.)
Q: Who will have access to the BOI information reported to FinCEN?
A: The FinCEN database will not be accessible to the public. It is designed to aid federal, state, and tribal law enforcement in pursuit of criminal activity. While some federal agencies will have direct access to the information, others interested in accessing the data – foreign law enforcement, state and local law enforcement, and financial institutions completing required customer due diligence will all have to submit written requests for specific information to FinCEN and will not be allowed access to the full database. 
Q: Are there annual reporting requirements related to the CTA?
A: No, once the initial report is filed, the only additional filings required are when updates are needed to the reported information. If the beneficial owners’ status, or personal information change, reporting companies are required to file updated information with FinCEN within 30 days of learning of the change. Likewise, individuals with FinCEN identifiers are required to update their information if it changes. NOTE: Reporting companies are not required to report updates to company applicant information.
Q: What are the penalties for failing to file the BOI information with FinCEN?
A: FinCEN has announced civil and criminal penalties for “willfully providing false information or failing to file complete and accurate reports (or updated reports).” Companies may be assessed civil penalties up to $591 per day for non-compliance while individuals willfully violating the filing requirement may be subject to criminal fines up to $10,000 as well as up to two years imprisonment.  
Q: Will American Incorporators Ltd. help me with the FinCEN filing? 
A: Yes. As your trusted partner for all incorporating needs, American has developed three CTA Filing Services designed to meet the needs of all reporting companies. The services vary in pricing according to the complexity of the filing. But all offer a simplified form for entering Beneficial Owner information, a review of that information by a trained specialist for possible omissions, and client access to the filed information via the American Incorporators Ltd. Client Dashboard.


Q: Is there anywhere I can go to learn more? 
A: We highly recommend all clients take time to learn more about the CTA. FinCEN has authored a detailed and extremely informative Small Entity Compliance Guide that is an excellent resource. It includes an interactive guide to help companies navigate the new requirement and determine necessary compliance. 
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