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Corporate Transparency Act Will Soon Impose New 
Disclosures to FinCEN

REPORTING COMPANY
An entity is subject to the CTA if it is a “reporting com-
pany” as defined under the CTA. A “reporting company” is 
generally either a U.S. domestic entity created by filing a 
document with a secretary of state (or similar governmental 
office), as, for example, corporations and limited liability 
companies are, or an entity that was formed under the laws 
of a foreign country that registered to do business in a U.S. 
state by filing a document with a secretary of state or similar 
governmental office. Examples of entities that are not 
reporting companies under the CTA are general partnerships 
or sole proprietorships because such entities are not formed 
by filing a document with a state office.

 

A reporting company may be exempt from reporting if 
it meets one of the 23 exemptions described in the CTA. 
Examples of notable exemptions include large operating 
companies, subsidiaries of certain exempt entities, or 
inactive entities. In general, under the CTA a large operat-
ing company is an entity with $5 million or more in gross 
receipts or sales (net of returns and allowances) that 
employs more than 20 full-time employees in the United 
States and has a physical operating presence in the United 
States. But there are specific criteria for each exemption 
that will require an analysis by counsel familiar with the CTA.

Beginning on January 1, 2024, the Corporate Transparency Act (the “CTA”) will impose a new obligation on many 
business entities formed or registered to do business in the United States to disclose their “beneficial owners” and 
“company applicants” to the Financial Crimes Enforcement Network (“FinCEN”), a bureau of the U.S. Department of 
Treasury. The purpose of the CTA is to help prevent and combat money laundering, terrorist financing, corruption, tax 
fraud, and other illicit activity. Disclosure reports submitted under the CTA will not be generally available to the public 
but will be available to certain other governmental agencies, including the Internal Revenue Service. 

The CTA represents a paradigm shift in the United States. There will be new beneficial ownership reporting obligations 
that will be a routine part of the entity formation process. But the numerous exemptions and categories of beneficial 
owners under the CTA can make this analysis nuanced and complex based on individual circumstances. Entities and 
individuals with questions about the CTA should consult with counsel to understand their new reporting obligations. 
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BENEFICIAL OWNERS
All reporting companies must report their beneficial owners 
under the CTA. A beneficial owner is generally any indi-
vidual who, directly or indirectly, (i) exercises substantial 
control over a reporting company or (ii) owns or controls at 
least 25 percent of the ownership interests of a reporting 
company. Examples of substantial control over a reporting 
company include an individual who is a senior officer or has 
appointment or removal authority over the reporting com-
pany’s governing body. The 25 percent ownership threshold 
can be met through an equity interest that is a capital 
interest or profits interest, common stock ownership, or any 
other equity ownership that accounts for at least 25 percent 
of the total ownership of the reporting company. A benefi-
cial owner can exercise substantial control over a reporting 
company, or meet the 25 percent ownership threshold, 
directly or through intermediate entities.

COMPANY APPLICANTS
Reporting companies formed before January 1, 2024, must 
only report their beneficial owners, while reporting compa-
nies formed on or after January 1, 2024, must report their 
beneficial owners and company applicants. A company 
applicant is the individual who directly filed the formation 
or registration document with the state office, the individual 
who directed the filing of such formation document, or both.

DISCLOSURE OF INFORMATION
A reporting company is required to disclose its legal name, 
trade name, address, jurisdiction of formation, and taxpayer 
identification number. Beneficial owners and company 
applicants are required to disclose their name, date of birth, 
address, unique identifying number (e.g., a driver’s license 
number or passport number), and image of a state govern-
ment document (e.g., license or passport). An individual can 
apply for a FinCEN identifying number which can be dis-
closed in lieu of a driver’s license or passport number.

FILING DEADLINES
Effective January 1, 2024, reporting companies created 
or registered to do business before January 1, 2024, have 
until January 1, 2025, to file their initial reports. Reporting 
companies created or registered on or after January 1, 

2024, will have 30 days to file their initial reports from the 
earlier of receiving notice of their company’s formation or 
the date that the formation or registration is made pub-
lic. Proposed regulations under the CTA would extend the 
deadline to 90 days for entities created or registered on or 
after January 1, 2024, and before January 1, 2025, but these 
proposed regulations have not been finalized. Any change to 
the reported information in a previously filed report requires 
the filing of an updated report no later 30 days after the 
date on which the change occurred. A reporting company 
is not required to file an updated report for any changes to 
previously reported information about a company applicant.

PENALTIES
The CTA imposes penalties for the willful failure to comply 
with the reporting obligations. The willful failure to complete 
or update any such reporting information or the reporting 
of fraudulent information may result in civil or criminal 
penalties, including civil penalties of up to $500 for each day 
that the violation continues, or criminal penalties including 
imprisonment for up to two years and/or a fine of up to 
$10,000. Senior officers may be held liable for the failure to 
comply with the CTA reporting obligations. 

CONCLUSION
Blank Rome LLP can help entities and individuals prepare 
for the CTA, including analyzing complex entity structures, 
determining the availability of exemptions, and determin-
ing a reporting entity’s beneficial owners and company 
applicants.

For more information or assistance, contact Jeffrey M. 
Rosenfeld, Jacob M. Brownstein, Hilary Lee, or a member 
of Blank Rome’s Corporate group.
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