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Introduction to the Corporate Transparency Act (CTA)

● Enacted on January 1, 2021 as part of the Anti-Money Laundering Act 
of 2020 (AMLA) in the National Defense Authorization Act for Fiscal 
Year 2021 (31 U.S.C. § 5336).

● AMLA is the most important AML legislation since the USA PATRIOT 
Act of 2001

● Requires certain business entities (reporting companies) to:
o Report certain beneficial ownership information (BOI) to the U.S. 

Department of the Treasury's Financial Crimes Enforcement Network 
(FinCEN).

o Disclose information about who created the entity or registered it to do 
business in the US.

o Report any change to previously reported information within the specified 
time period.



Beneficial Owner Registry (§§ 6402, 6403)

● Requires “reporting companies” to disclose underlying “beneficial owner” 
information to FinCEN, unless exempted

● Aimed at anonymous shell companies. 

● 20+ exemptions, including certain: 
o Publicly traded companies 
o BSA-regulated financial institutions
o Registered investment advisors 
o 501(c) organizations 
o Companies that have 1) U.S. presence, 2) more than 20 U.S. employees, and 3) reported 

more than $5M to IRS in prior year

● Registry information generally not public, but accessible to law enforcement

● Imposed Penalties for Non-Compliance

● Directs Treasury to revise the CDD/Beneficial Ownership Rule within 1 year of 
implementing regulations to reduce burdens on financial institutions 



Final Rule: Beneficial Ownership Information Reporting 
Requirements
● FinCEN issued a final rule implementing the CTA's BOI reporting 

provisions on September 29, 2022 

● Effective Date: January 1, 2024

● Reporting companies created before the Effective Date have until 
January 1, 2025 (one year following the Effective Date) to file initial BOI 
report (31 C.F.R. § 1010.380(a)(1)(iii)).

● Reporting companies created on or after the Effective Date must file 
initial BOI report within 30 days of the earlier of the date on which:
o it receives actual notice that its creation or, in the case of a foreign reporting 

company, registration to do business has become effective; or
o a secretary of state or similar office first provides public notice, such as through a 

publicly accessible registry, that the domestic reporting company has been 
created or, in the case of a foreign reporting company, registered to do business.



Which Entities Must Report

● Domestic and foreign entities that are within the scope of the 
definition of "reporting company" under the statute and that do not 
fall within one of the categories of exemptions 

● Reporting companies under the CTA include both:
o Domestic reporting companies: Corporations, LLCs, or other entities created by the 

filing of a document with a secretary of state or any similar office under the law of:
§ a state of the US, the District of Columbia, the Commonwealth of Puerto Rico, the 

Commonwealth of the Northern Mariana Islands, American Samoa, Guam, the US 
Virgin Islands, or any other commonwealth, territory, or possession of the US; or

§ an Indian tribe (as defined in Section 102 of the Federally Recognized Indian Tribe 
List Act of 1994.

o Foreign reporting companies: Non-US entities that are:
§ corporations, LLCs, or other entities;
§ formed under the law of a foreign country; and
§ registered to do business in any state or tribal jurisdiction by the filing of a 

document with a secretary of state or any similar office under the law of a state or 
Indian tribe.



Exempt Entities

● The CTA expressly excludes from the definition of reporting company under the 
statute 23 categories of larger, more highly regulated, and other entities that 
may be subject to different ownership reporting requirements. 

● In the Final Reporting Rule, FinCEN declined to add any additional categories of 
exemptions beyond those originally set out in the CTA. 

● These exempt entities include:
o Certain publicly-traded companies
o Inactive companies
o Investment companies or investment advisors
o Venture capital funds advisors
o Pooled investment vehicles
o Insurance companies and certain insurance producers
o Certain highly-regulated financial institutions (banks, credit unions, banking holding 

companies, MSBs, broker dealers, etc.)
o Public accounting firms
o Certain tax-exempt entities
o U.S. governmental authorities
o Subsidiaries of Certain Exempt Entities



Exempt Entities continued

● Large operating companies: Any entity that has all of the following 
attributes:
o more than 20 full-time employees in the US. 
o an operating presence at a physical office within the US. This physical office may be 

owned or leased and may not be shared other than with the reporting company's 
affiliates; and

o reported more than $5 million in gross receipts or sales (net of returns and allowances) 
on its filed prior year federal tax return, excluding gross receipts or sales from sources 
outside the US, as determined under federal income tax principles. 

● An exempt entity that ceases to qualify for an exemption must file a 
BOI report within 30 days after the date that it no longer meets the 
criteria for any exemption 



Which Individuals Must be Identified in the Report

● “Beneficial owners”: any individual (natural person) who, directly or indirectly, 
either:
o Exercises substantial control over the reporting company.
o Owns or controls 25% or more of the ownership interests of the reporting company.

● “Substantial control” under the CTA is not necessarily the same as the concept 
of control under other federal statutes, including the federal securities laws. 
Under the CTA, an individual exercises substantial control over a reporting 
company if the individual:
o Serves as a senior officer of the reporting company. 
o Has authority over the appointment or removal of any senior officer or a majority of the 

board of directors or similar body.
o Directs, determines, or has substantial influence over important decisions made by the 

reporting company, such as regarding: the sale or lease of principal assets; major 
expenditures or investments; issuance of any equity; incurrence of significant  debt; 
approval of the reporting company's operating budget; compensation schemes and 
incentive programs for senior officers; entry into or termination of significant contracts; 
or amendments of any of the reporting company's substantial governance documents.

o Has any other form of substantial control over the reporting company.



Which Individuals Must be Identified in the Report continued

● The CTA defines a beneficial owner to include an individual who, 
directly or indirectly, owns or controls not less than 25% of the 
ownership interests of the reporting company.

● The term ownership interest is defined broadly (without regard to the 
specific type of entity in which the interest is held)

● The Final Reporting Rule states that debt instruments are 
considered ownership interests if they enable the holder to 
exercise the same rights as one of the equity or other 
interests described above, including if they enable the holder 
to convert the debt instrument into one of the specified 
equity or other interests.



Exempt Individuals
● The Final Rule identifies five categories of individuals that are expressly excluded from the definition 

of beneficial owner under the CTA

● Minors. However, the reporting company must: report the required information for the minor's parent 
or guardian; and submit an updated report when the child reaches majority.

● Nominees, intermediaries, custodians, and agents. An individual acting as a nominee, intermediary, 
custodian, or agent on behalf of another individual. However, the reporting company must still report 
required BOI for the individual on behalf of whom the nominee, intermediate, custodian, or agent is 
acting 

● Certain employees of a reporting company who are not senior officers. 

● Heirs. An individual whose only interest in a reporting company is a future interest through a right of 
inheritance.

● Certain creditors of a reporting company. Creditors who only have a right to be paid a predetermined 
sum of money, such as a debt of the reporting company, who meet the definition of beneficial owner 
solely through a loan covenant or other similar right associated with their right to repayment that is 
intended to secure the right to receive payment or enhance the likelihood of repayment of the debt.



Information Reported: Beneficial Owners
● Full legal name
● Date of birth
● Complete current address 
● Unique identifying number from one of the following nonexpired documents 

issued to the individual and the issuing jurisdiction:
o US passport;
o state, local government, or Indian tribal identification document issued for 

the purpose of identifying the individual;
o state-issued driver's license; or
o if an individual does not have any of the above-listed documents, a 

nonexpired passport issued to them by a foreign government.
● An image of the identification document (as described in the bullet above) from 

which the unique identification number was obtained.



Information Reported: Reporting Companies
● Full legal name of the reporting company.
● Any trade names or doing business as (d/b/a) names through which it conducts 

business, whether or not formally registered.
● Its complete current address consisting of:

o in the case of a reporting company with a principal place of business in the US, the street address of its 
principal place of business; or

o in all other cases, the street address of the primary location in the US where the reporting company 
conducts business.

● A reporting company may not list a post office box or the address of a corporate 
formation agent or other third party on its BOI report.

● Its state, tribal, or foreign jurisdiction of formation.
● For a foreign reporting company, the state or tribal jurisdiction where it first 

registered in the US.
● Its IRS taxpayer identification number (TIN), including an employer 

identification number (EIN). If a foreign reporting company has not been issued 
a TIN, it may provide a tax identification number issued by a foreign jurisdiction 
and the name of that issuing jurisdiction as an alternative.



When Must Report be Filed
● Reporting companies created before the Effective Date have until January 1, 

2025 (one year following the Effective Date) to file initial BOI report (31 C.F.R. §
1010.380(a)(1)(iii)).

● Reporting companies created on or after the Effective Date must file initial BOI 
report within 30 days of the earlier of the date on which:
o it receives actual notice that its creation or, in the case of a foreign 

reporting company, registration to do business has become effective; or
o a secretary of state or similar office first provides public notice, such as 

through a publicly accessible registry, that the domestic reporting 
company has been created or, in the case of a foreign reporting company, 
registered to do business.

● Updated and Corrected Reports. Reporting companies must update their 
previously filed BOI reports within 30 days if any required information regarding 
the reporting company or its beneficial owners (but not company applicants) 
changes and to correct any inaccuracies in previously filed reports. 



Access to Reported Information
● FinCEN is to store the BOI reported under the CTA in a secure nonpublic 

database (referred to as the Beneficial Ownership Secure System (BOSS)). 

● FinCEN may disclose the reported BOI only on receipt of a request, made 
through appropriate protocols, by:
o US federal agencies engaged in national security, intelligence, or law enforcement activities, for 

use in furtherance of those activities.
o A state, local, or tribal law enforcement agency, if a court of competent jurisdiction has 

authorized the law enforcement agency to seek the information in a criminal or civil 
investigation.

o A federal agency on behalf of non-US law enforcement or a foreign prosecutor or judge.
o A financial institution subject to customer due diligence requirements, with the consent of the 

reporting company, to facilitate the financial institution's compliance with customer due 
diligence requirements under applicable law.

o FinCEN stated that it intends to engage in a separate rulemaking prior to the 
Effective Date regarding who may access reported BOI, the purposes for which 
they may do so, and safeguards to ensure that the BOI is secured and 
protected.
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Penalties
● The CTA provides for civil and criminal penalties for violations, including a fine of up to 

$10,000, imprisonment for up to two years, or both, for any person who willfully:
o Provides or attempts to provide false or fraudulent BOI (see Information to be 

Reported).
o Fails to report complete or updated BOI to FinCEN (see Updated and Corrected 

Reports).
● Penalties may also apply to reporting companies and individuals who:

o Cause a reporting company not to report.
o Are senior officers of a reporting company at the time of its failure to fulfill its obligation 

to accurately report or update BOI.
● The CTA also sets out civil and criminal penalties that may be imposed on any person 

knowingly disclosing or using the BOI reported to FinCEN in an unauthorized manner.
● The CTA provides a penalties safe harbor if a reporting company that has reason to believe 

that a submitted BOI report contains inaccurate information files a corrected report within 30 
days after becoming aware or having reason to know of the inaccuracy. Safe harbor does not 
extend to inaccuracies that:
o Are corrected more than 90 days after the filing of an inaccurate BOI report, even if a 

reporting company files a correction promptly after becoming aware of an inaccuracy.
o Were made for the purpose of evading the reporting requirements.
o Were known to the person submitting the report at the time it was submitted.



Trends in Correspondent Banking



Correspondent Banking Relationships

• Maintain strong relationships with the Business lines and most importantly
Compliance.

• Obtain good independent audits from well known firms. Ensure that any
findings and recommendations are being monitored properly with an
action plan that includes target dates and responsible parties.

• System validations
• Risk Assessments should be performed periodically or depending on the

risk of the institution.
• Training to all staff and ensure that Compliance personnel receives

sufficient AML Compliance training including OFAC and any new
regulations.

• Attend conferences and seminars to stay current with compliance trends.
• Policies and Procedures maintained current and approved by the Board

annually.



Key Takeaways

● The CDD/Beneficial Ownership Rule may change but will not be 
substantively “going away”.

● New rules and guidance materials will likely impact beneficial ownership 
identification and verification methods.

● Policies, procedures and internal controls will need to be updated in 
response to new rules and guidance materials.

● Domestic and International Companies/Groups will need to determine 
whether subsidiaries/affiliates will be “reporting companies” and 
implement appropriate controls in response to new rules.

● Monitoring of legislative developments and regulatory guidance will be 
key.


