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The Corporate Transparency Act (CTA) received much attention in the
business and legal press before and after its effective date of Jan. 1,2024.
Then, amid various legal challenges to the CTA and its beneficial ownership
information reporting requirements, the Financial Crimes Enforcement
Network announced plans to issue an interim rule to narrow the scope of
the reporting requirements. This article discusses the interim rule and
state-level beneficial ownership requirements and pending legislation, all
of which should be at the forefront for Wisconsin attorneys who work with
business entities, especially those registered in different states.

rom law firm news alerts and State Bar

of Wisconsin publications to client in-

quiries and other institutional guidance,

complying with the Corporate Transpar-
ency Act (CTA) and its fluctuating reporting re-
quirements has continued to be a point of discus-
sion (and possibly contention) for businesses and
the broader legal community.'

The CTA’s reporting obligations originally took
effect onJan. 1, 2024.2 Congress passed the CTA as
part of the William M. (Mac) Thornberry National
Defense Authorization Act for Fiscal Year 2021.%
The Financial Crimes Enforcement Network
(FinCEN), a bureau of the U.S. Department of the
Treasury, is tasked with administering the CTA
and implementing its reporting requirements.*
According to FinCEN’s director, Andrea Gacki, the
CTA was designed to “untangle opaque corporate
structures, allowing enforcement authorities to
better pursue criminals and protect our national
security.” This included the goal of preventing
deliberate misuse of legal entities and resulting
illicit financial activity.®

This spring, amid various legal challenges to
the CTA, FInCEN announced its intent to revise
beneficial ownership requirements under the
CTA to reduce the burden for entities, including
many U.S. small businesses.” Specifically, FinCEN
would issue an interim beneficial ownership
information (BOI) reporting rule (the Rule) to
narrow the scope of BOI reporting to foreign
reporting companies.?

On March 21, 2025, FinCEN announced the
Rule, which had an effective date of March 26,
2025.°1t is estimated that the changes brought
by the Rule will reduce the number of reporting
entities from approximately 32 million initially
projected for 2024 to just under 12,000 entities
peryear, on average.'

The Interim Final Rule

The Rule scales back the CTA by amending the
current BOI reporting requirements in three
main ways.

First, the Rule exempts all domestic report-
ing companies, and their beneficial owners, from
the requirements to file initial BOI reports and to
update or correct previously filed BOI reports."
Specifically, the term “reporting company” was
redefined to remove the previously defined term
“domestic reporting company,” so domestic
reporting companies fall outside the scope of the
Rule.” Further, FinCEN added a new exemption to
the list of its exempted entities. Specifically, this
new exemption applies to “any entity that is (A)

a corporation, limited liability company, or other
entity; and (B) created by the filing of a document
with the secretary of state or any similar office
under the law of a State or Indian tribe” (formerly
known as “domestic reporting companies”).!*

Through these revisions, a “reporting company”
obligated to file BOI includes only those entities
that are formed under the laws of a foreign country
and that have registered to do business in any U.S.
state or tribal jurisdiction by the filing of a docu-
ment with a secretary of state or similar office (for-
merly known as “foreign reporting companies”).!*

Second, the Rule exempts these foreign report-
ing companies from having to report the BOI of
any U.S. persons'® who are beneficial owners of the
foreign reporting company.'® U.S. persons who are
beneficial owners of a foreign reporting company
also are exempted from having to provide such
BOI to any foreign reporting company.”

The Rule retains the requirement for foreign
reporting companies and their beneficial owners
(excluding U.S. persons) to report BOI to FinCEN by
the following deadlines:

« Any entity that became a reporting company
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before March 26, 2025, was required to
file a report no later than April 25, 2025.

« Any entity that becomes a reporting
company on or after March 26, 2025,
must file a report within 30 calendar
days after the earlier of the date on
which it receives actual notice that it
has been registered to do business or
the date on which a secretary of state
or similar office first provides public no-
tice, such as through a publicly accessi-
ble registry, that the reporting company
has been registered to do business.'®

Additionally, note that the Rules
do not explicitly exempt reporting of
company applicants for foreign entity
reporting companies registered on or
after Jan. 1, 2024, regardless of whether
these individuals are U.S. persons.'

Third, the Rule revises the special rule
associated with foreign pooled invest-
ment vehicles (PIVs) to exempt foreign
PIVs from having to report the BOI of
U.S. persons who exercise substantial
control over the entity.?

Previously, PIVs that would be a
reporting company if not for the PIV
exemption, and were formed under
the laws of a foreign country, were
required to report BOI with respect to
an individual who exercises substantial
control over the entity.? If more than
one individual exercised substantial
control over the entity, the entity had to
report information about the individual
who had the greatest authority over the
strategic management of the entity.?

Under the Rule, foreign PIVs must
now report only the BOI of an individual
who exercises substantial control over
the entity if that individual is not a U.S.
person.? If more than one individual
exercises substantial control over the
foreign PIV and at least one of those in-
dividuals is not a U.S. person, the entity
must report information with respect to
the individual who is not a U.S. person
who has the greatest authority over the
strategic management of the entity.?* If
all individuals with substantial control
over a foreign PIV are U.S. persons,
the entity is not required to report any

AT A GLANCE

Interim Final Rule’s Three Main Changes:

1. Definition of Reporting Company: (31 C.F.R. § 1010.380(c)): Reporting
companies obligated to file beneficial ownership information (BOI)
reports are entities that are formed under the law of a foreign country and
that have registered to do business in any U.S. State or Tribal jurisdiction
by the filing of a document with a secretary of state or similar office
(formerly known as “foreign reporting companies”) and do not otherwise
fit within an exemption under 31 C.F.R. § 1010.380(c)(2).

2. Beneficial Ownership: While reporting companies still need to report
information about their beneficial owners (defined at 31 C.F.R. &
1010.380(d)), reporting companies do not need to report any U.S. persons
as beneficial owners (31 C.F.R. § 1010.380(d)(4)(i)). U.S. persons are also
exempt from having to provide BOI to any reporting company for which
they are a beneficial owner (31 C.F.R. § 1010.380(d)(4)(ii)). Note that the
Rule doesn’t explicitly exempt reporting of company applicants (defined
at 31 C.F.R. § 1010.380(e)), regardless of whether these individuals are U.S.

persons.

3. Revised Special Rule for Foreign Pooled Investment Vehicles: Must report
the BOI of an individual who exercises substantial control over the entity if
that individual is not a U.S. person (31 C.F.R. § 1010.380(b)(2)iii)). WL

beneficial owners.?

If there is an obligation to report
under the Rule, penalties for CTA non-
compliance remain. These include civil
penalties of up to $500 for each day the
violation continues (the civil penalty
amount is adjusted annually for infla-
tion) and criminal penalties consisting
of up to two years’ imprisonment, a fine
of up to $10,000, or both.?

A comment period to provide feed-
back on the Rule had a deadline of May
27,2025.% FinCEN intends to finalize the
Rule before the end of 2025.%

Balancing Public Interest with
Transparency and Security in the
Financial System

Changes to the BOI reporting require-
ments have brought mixed reactions.
For example, at a hearing of the House
Financial Services Subcommittee on
National Security, Illicit Finance, and
International Financial Institutions,
some commentators expressed grati-
tude for the rollback of the CTA, noting,
among other common contention
points, the regulatory and privacy bur-
dens BOI requirements imposed on U.S.

citizens, particularly small businesses.?

Others questioned the effectiveness
of the CTA in its new form and worried
that the narrowing of BOI reporting re-
quirements could hinder efforts to track
illicit financial activities and allow bad
actors to exploit the system.*® Because
BOI reporting now is limited to foreign
entities, will non-U.S. parties simply
form their entities in the U.S. to avoid
reporting obligations?

Another concern is whether, as a
result of the Rule, the U.S. will be found
noncompliant with baseline inter-
national anti-money laundering and
counter-financing standards.*
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Specifically, in the global arena,
there has been an increasing push from
anti-money laundering groups such as
the Financial Action Task Force (FATF)
(of which the U.S. is a member) to
require countries to disclose beneficial
ownership of business organizations.®
The FATF is an independent intergov-
ernmental body that develops and
promotes policies to protect the global
financial system, and the FATF recom-
mendations are recognized as an in-
ternational anti-money laundering and
counterterrorist financing standard.®

After the CTA took effect, the FATF
commended the U.S. for its progress in
strengthening measures to tackle illicit
finance through beneficial ownership re-
porting.** The Rule’s narrowed scope of
BOI reporting may affect this progress.

State-Level Business Transparency

One area to watch is whether continued
CTA developments at the federal level
will lead to a proliferation of state or
other jurisdiction transparency laws.

While jurisdictions already require
varying information about business
entities at the time of formation or reg-
istration and on periodically updated fil-
ings, some jurisdictions have addressed
beneficial ownership more directly in
recent years.

For example, New York enacted
the Limited Liability Company
Transparency Act (NY LLCTA), effective
Jan.1,2026.* The NY LLCTA will require
existing and newly formed limited
liability companies (LLCs) organized in
New York or registered to do business
in the state to file a beneficial owner-
ship disclosure form with the New York
Department of State.*

Asitis currently written, the NY
LLCTA borrows the definition of “ben-
eficial owner” and largely borrows the
definition of “reporting company” from
the CTA and its implementing regula-
tions.*” Additionally, the NY LLCTA
incorporates the CTA’s reporting exemp-
tions.*® It remains to be seen whether
New York will amend the NY LLCTA now
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that the Rule has updated the CTA’s
exemptions and definitions.

Other jurisdictions, such as
Washington D.C., already require benefi-
cial ownership reporting from entities
formed or registered to do business in
the District of Columbia.* The collection
of beneficial ownership data is built into
the D.C. Corporation Division’s initial
formation and registration process and
its biennial reporting process.*® The D.C.
Corporation Division provides its own
definition of beneficial ownership.*

In 2025, the Massachusetts
Legislature additionally addressed
transparency by reintroducing a bill
that targets beneficial ownership of
LLCs.* Massachusetts similarly has its
own definition of a beneficial owner.**

Although state-level transparency
regimes are also not without critique,**
they may create opportunities for states
to take a more tailored approach to
addressing illicit financial activity by
focusing on the unique aspects of their
business environments. For example,
the NY LLCTA narrows its coverage to
the disclosure of beneficial ownership
of LLCs.* State officials believe that lax
disclosure rules around LLCs contribute
to problems such as wage theft, money
laundering, and tenant mistreatment —
especially in the state’s real estate sector

— and the officials say that these are key
reasons for implementing the [aw.*®

Wisconsin does not have its own
beneficial ownership filing require-
ments, aside from the existing federal
CTA obligation and requirements to file
information requested on organization-
al documents (and annual reports) with
the Wisconsin Department of Financial
Institutions.* However, other state-
level beneficial ownership requirements
and pending legislation should still be
at the forefront of Wisconsin attorneys’
minds when working with entities reg-
istered in different states.

When navigating a state’s business
transparency regime, caution should be
taken to learn the nuances of a state’s law
as compared to the federal CTA, includ-
ing differences in definitions, reporting
timelines, the frequency of filing require-
ments (such as an obligation to file sub-
sequent or updated reports), exemptions,
and varying disclosure requirements.

Attorneys also should be on the
lookout for filing scams. While FinCEN’s ®
website (fincen.gov/boi) should be
used to file CTA reports, a good place
to start to learn about any state-level
requirements (or the applicable state
department tasked with overseeing
such filing) is generally the respective
secretary of state office.

The Litigation Section

aresinte
arle) tore

JULY/AUGUST 2025 21

7/14/2025 9:42:17AM‘ ‘



®

CORPORATE TRANSPARENCY ACT | Transactional Law Series

Conclusion

As aresult of FInCEN’s Rule, the CTA in its
current form is vastly different than the
law that went into effect on Jan. 1, 2024.
However, reporting obligations under the
CTA for foreign reporting companies, as

well as questions sparked by the Rule,
such as the potential for more states to
adopt their own BOI requirements, will
likely persist for the foreseeable future.
As FinCEN recognized, collecting infor-
mation that is useful while minimizing the

regulatory burdens requires a “delicate
balance.™® Ultimately, however the CTA
continues to evolve in its federal and state
iterations, there likely will be a constant
push and pull of a negotiated compromise
between privacy and transparency. wi
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