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OVERVIEW

The crime of money laundering continues to be an area of concern in the United States.
Therefore, law enforcement agencies and the financial sector devote considerable time
and resources to combatting these illegal financial activities. However, many non-financial
businesses and professions are also vulnerable to potential money laundering schemes.
The real estate sector is not immune to persons engaging in money laundering activities.

Recently, several new anti-money laundering (AML) laws and regulations have targeted
the real estate sector and may affect various real estate professionals, including real estate
agents and brokers. These laws and regulations are (i) the Financial Crimes Enforcement
Network’s (FINCEN) AML regulation for residential real estate transactions rule (the
“Residential Real Estate Rule”), which becomes effective December 1, 2025; and (ii) the
Corporate Transparency Act (“CTA") and FInCEN's regulation implementing the CTA, the
Beneficial Ownership Information Rule (the “BOI Rule”).

The purpose of this fact sheet and suggested voluntary guidelines is to (i) increase real
estate professionals' awareness, knowledge, and understanding of the potential money
laundering risks surrounding real estate and enable them to identify practical measures to
mitigate the risks, and (ii) alert real estate professionals to potential reporting
requirements and why other professionals involved in a transaction may request
information about their clients. In addition to legal risks, an important factor is
reputational risk that can result from being associated with a transaction that ended up
financing illicit activity.

What Is Money Laundering?

Money laundering is the process criminals, and those aiding criminals use to transfer and
often disguise the illegal origin of their funds. Certain criminal activities generate
substantial proceeds. Legitimizing, or "laundering" this money through the financial
system, is a critical component for criminals to spend their illegally derived proceeds and
often hide their activities.

The actual process of money laundering is often described as a three-step process that is
initiated by introducing the illegal proceeds into the financial system, e.g., breaking up
large amounts of funds into small deposits or by purchasing financial instruments, such as
money orders, which is referred to as placement. This is typically followed by distancing
the illegal proceeds from the illicit source of the funds through layers of financial
transactions, referred to as layering, and finally by returning the illegally derived proceeds
to the criminal from what appears to be a legitimate source, known as integration. A real
estate transaction can be used in any one of the three stages of money laundering. For




example, if an individual purchases a home, uses illegal funds as part of the down
payment, and then sells the home, this would be considered integration.

Most money laundering activities are concentrated in the financial sectors. Therefore,
banks and other financial institutions are subject to AML/countering the financing of
terrorism (“CFT") laws and regulations, primarily the Bank Secrecy Act (“BSA"), and have
safeguards in place to help detect and mitigate money laundering activity. But other
industries, such as real estate, can also be utilized as a vehicle for money laundering
activities.

The Role of Real Estate Agents

As a general matter, the real estate agent's AML risk is substantially mitigated by the fact
that the great majority of real estate transactions involve regulated entities such as banks
and non-bank mortgage companies, which have BSA obligations. However, when a
transaction steps outside the norm or in cases where certain risk factors are present, as
detailed below, a real estate agent faces an elevated chance of encountering a possible
money-laundering scheme and should consider taking measures to address the risk.

As a real estate professional, knowledge of how real estate transactions normally progress
and the resulting ability to recognize and evaluate whether variances from the norm may
signify an enhanced AML risk is an important way real estate agents can help to mitigate
AML risk in real estate transactions. This requires brokers and agents to be aware of how
real estate transactions may be used in illegal financing schemes and what steps should
be taken to detect and deter those activities.

Being familiar with the signs of money laundering activity in the real estate market will
help real estate agents to:

1. ldentify potential money laundering activities;

2. Take appropriate steps to mitigate the money laundering risk; and

3. If necessary, alert the proper authorities to help deter and mitigate the use of real
estate in money laundering schemes.

Finally, real estate agents must understand and comply with the Real Estate Rule’s
reporting requirement when it applies to them directly, and should work to support other
real estate professionals, including attorneys, escrow and title agents, and others with their
reporting obligations under the Real Estate Rule. Real estate agents often will possess
unique knowledge of the details of a transaction that other real estate professionals with
Real Estate Rule reporting obligations may lack. Real estate agents also must understand
and comply with any reporting requirement of the BOI Rule under the CTA and similarly
be ready to assist other real estate professionals in complying.

RECENT FEDERAL ACTIONS IN REAL ESTATE

1 Financial Enforcement Crimes Network, Suspected Money Laundering in the Residential Real Estate Industry, April 2008.
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The Residential Real Estate Rule

The Residential Real Estate Rule imposes a new reporting requirement for certain “non-
financed” residential real estate transactions when the buyer is a legal entity or trust. Non-
financed transactions do not involve mortgages or entities with existing BSA obligations,
such as banks or mortgage lenders, and therefore pose a heighted risk of being exploited
by bad actors who can shield the source of their funds by purchasing real estate without
traditional financing. Likewise, bad actors can try to shield their identities through the use
of legal entities or trusts.

Several different types of real estate professionals are potentially responsible for filing a
required report, although only one report must be filed for a transaction. Often, a real
agent will not have a reporting obligation, because the obligation depends upon what
specific role a person played in conducting a transaction. Attachment A sets forth details
on the Real Estate Rule.

Prior to the Real Estate Rule, Geographical Targeting Orders (GTO) issued by FInCEN
required certain title insurance companies to file reports and maintain records relating to
non-financed real estate transactions. Unlike the Real Estate Rule reporting requirements,
reports under the GTOs have been limited to certain geographical areas and dollar
thresholds of real estate transactions. When the Real Estate Rule becomes effective on
December 1, 2025, the GTOs are discontinued.

The CTA and BOI Rule

The CTA was enacted to enhance the transparency of smaller and sometimes complex
legal entities that may shield the true owners of the entity, as well as close regulatory gaps
in AML/CFT laws. Many real estate transactions — including commercial transactions — are
conducted using legal entities. Generally, the CTA applies more broadly than the Real
Estate Rule.

Under the CTA and the BOI Rule implementing the CTA, many legal entities must file a
report with FInCEN upon formation disclosing the entity's beneficial owners and “company
applicant,” which could be a real estate attorney. Real estate professionals could be
subject to the BOI Rule, depending on their own business structure: for example, a real
estate business structured as a corporation or limited liability company may be subject to
the BOI Rule, absent an exemption. Further, purchasers or sellers of property that use a
legal entity to conduct the transaction may ask the real estate professional about the filing
requirements or information to complete a report. Attachment B sets forth details on the
CTA and BOI Rule.

GUIDELINES

Law enforcement and financial experts have identified some of the warning signs of
money laundering activity in connection with real estate. By familiarizing oneself with
these voluntary guidelines, real estate agents can assist and help minimize the risk of real
estate becoming a vehicle for money laundering activities.

Know Your Business
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Every broker and agent should be aware of certain characteristics of a real estate
transaction that may be indicative of illegal financing activities. A real estate agent's
familiarity with the normal course of business will help them to identify any unusual or
suspicious patterns. Law enforcement, regulators and the international community have
identified multiple money laundering risk factors. In general, these risk factors (red flags)
can be grouped in the three categories: country/geographic, customer, and transaction
risk.

Geographic Risk:

Geographic risk may arise because the customer and/or the source of the customer's
funds are located in a foreign jurisdiction that has a weak AML regime, supports or funds
terrorism, or has a high degree of political corruption.

Although there is no definitive list of such jurisdictions, one good source is the list of
jurisdictions subject to sanctions of the Office of Foreign Assets Control (*OFAC") of the U.S.
Treasury Department. OFAC administers and enforces economic, and trade sanctions
based on U.S. foreign policy and national security goals. OFAC-administered sanctions can
be either comprehensive or selective and generally restrict or prohibit dealings (including
business and financial activities) by U.S. persons or in the United States that involve
countries (or persons) subject to OFAC sanctions. Countries subject to comprehensive
OFAC sanctions include Iran, Cuba, and Syria. The names of individuals, groups, and
entities subject to OFAC sanctions are generally listed on OFAC's List of Specially
Designated Nationals and Blocked Persons.?

Further, the Financial Action Task Force (“FATF"), an international body setting global AML
standards, publishes and updates a “grey” list and “black” list of higher-risk countries with
weak AML and corruption controls or enforcement.®

Customer Risk:

e |ocation of property in relation to the buyer.
o Isthere alarge unexplained geographic distance between the two?

e Unusual involvement of third parties.
e Titling a residential property in the name of third party; for example, a friend, relative,
business associate, or lawyer.
e Use of legal entities (corporations, LLCs, partnerships, or trusts) that obscure the
identity of the person who owns or controls them without a legitimate business
explanation.

o  Does the customer refuse to provide beneficial ownership information, or

information related to the identity of the transferor/transferee?

e High-ranking foreign political officials or their family members.
e Multiple purchases and/or sales in a short period of time without a legitimate
explanation or not in the normal course of the customer’s business operations.

Transaction Risk:

2 https://ofac.treasuty.gov/sanctions-list-setvice.
5 https:/ /www.fatf-gafi.org/en/countries/black-and-grey-lists.html.
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e Under or over-valued properties.

o For example, is the property owner selling the property for significantly less
than the purchase price?

e Use of large amounts of cash.

o Buyer brings actual cash to the closing.

o The purchase of a property without a mortgage, where it does not match
the characteristics of the buyer.

o While rules and regulations governing the financial sector are designed to
detect situations where large amounts of cash are being introduced, real
estate agents should keep this factor in mind when evaluating whether a
transaction seems suspicious.

e Property purchases inconsistent with the individual's occupation or income.

o Isthe property being purchased significantly beyond the purchaser's
apparent means?

e |Immediate resale of the property.

o Especially if the sale entails a significant increase or decrease in the price
compared to the prior purchase price, without a reasonable explanation.

e Speed of transaction (without reasonable explanation).

e Unusual source of funding.

o Example: use of third-party funds to purchase a property where it doesn't
make sense, i.e. third-party is not a parent, sibling, etc., use several different
sources of funds without logical explanation, funding coming from a
business but property not being held in business' name, or purchase of
property doesn't match the business' purpose.

e Purchases being made without viewing the property, no interest in the
characteristics, condition, sales price, or assessed value of the property.

e Purchases being made with no regard to high fees.

e Any other activities which demonstrate suspicious behavior and do not make
professional or commmercial sense based on the agent's familiarity with the real
estate industry and the normal course of business.

o Example: purchases or sales that generate little to no revenue outside of the
customer’s normal business operations.

WHAT REAL ESTATE PROFESSIONALS CAN DO TO MITIGATE RISK AND GATHER
INFORMATION

The presence of a single risk factor, or even multiple factors, does not necessarily mean the
purchaser or seller is engaging in money laundering activities. The role of real estate
agents is to be familiar with these risk factors, and exercise sound judgment based on their
knowledge of the real estate industry, and when a combination of these factors truly raises
a red flag, know the proper action to take, and to understand why other professionals in
the transaction may seek information about your clients.

Know Your Customer
This is a critical component of the role real estate professionals can play in helping to
identify and combat money laundering. Knowing an agent's true customer and

understanding their interest and planned use for a property will help agents evaluate a
situation where one or more red flags are raised.
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In cases where red flags are present, the agent should apply increased levels of due
diligence, which could include the following:

1.  Obtain additional information, a driver's license, passport or other reliable
identification document, to confirm the true identity of the customer.

2. Ifalegal entity is involved, such as a corporation or LLC, take additional measures to
identify who actually controls or owns the entity and take risk-based measures to
verify the identity of the owner.

3. Obtain other appropriate information based on the agent's experience and
knowledge to understand the customer's circumstances and business. This could
include obtaining information regarding the customer’s source of funds.

In addition, depending on the size of the firm, it may be appropriate for the agent to notify
and discuss with senior management the higher-risk customer or a particular situation
that raises red flags, and to monitor the relationship if there are a series of transactions
with the customer

As detailed in Attachments A and B, the Real Estate Rule and the CTA/BOI Rule will require
the reporting of information on certain transactions, the buyers and sellers, and the
beneficial owners of entities.

Reporting Suspicious Activity

When confronted with suspicious activity, real estate agents always have the option of
reporting the information to local law enforcement or the FBI.

In addition, agents may also consider filing a suspicious activity report, or SAR, which is
reported to the U.S. Treasury's Financial Crimes Enforcement Network (“FInCEN"). SARs are
primarily designed for use by financial institutions and are a significant tool for
enforcement agencies to combat money laundering. Real estate professionals are not
required to file a SAR, but should be aware of the availability of this tool to the extent that
they have reasonable suspicion that a transaction may be a vehicle for illegal financing
activity.

The electronic SAR form is available at: http://bsaefiling.fincen.treas.gov/main.html.

For further information or assistance regarding how to file a SAR, real estate professionals
may call FInCEN's Regulatory Helpline 1-800-949-2732.

It is important to note that the Bank Secrecy Act contains a safe harbor shielding
financial institutions from civil liability in connection with the filing of a SAR. FinCEN has
published guidance* indicating that the safe harbor for liability extends to voluntarily filed
SARs by persons “involved in real estate closings and settlements.” A real estate agent
should be prudent and file a SAR only after thoroughly evaluating the circumstances
surrounding the suspicious activity and additionally should consider consulting an
attorney on the matter prior to filing a SAR.
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Form 8300

A Form 8300 must be filed by a business that receives more than $10,000 in cash in the
course of a single transaction or two or more related transactions. It is not a SAR and is not
used to report suspicious activity. Form 8300 is an information report that is required to be
filed by any trade or business (such as a car or boat dealer, and including real estate
professionals) that receives in excess of $10,000 in cash in a single transaction. Therefore, if
for any reason a real estate agent or broker receives more than $10,000 in cash from a
buyer or seller in the course of a real estate transaction, the form must be filled out and
filed, and can be found at https://www.irs.gov/pub/irs-pdf/f8300.pdf.

Cash, for purposes of this requirement, includes cash equivalents such as cashier's checks,
bank drafts, money orders. If the cash equivalent instrument is for more than $10,000, the
transaction will be reported by the issuing bank, and the agent does not need to also file a
Form 8300. If, however, an agent receives a cashier's check or other cash equivalent of less
than $10,000, but which in combination with other cash or cash equivalents totals more
than $10,000, a Form 8300 must be filed.

CONCLUSION

While the illicit finance risk for real estate agents is often mitigated by the involvement of
financial institutions already subject to AML laws, the use of real estate in money
laundering schemes continues to be an area of concern to the government, particularly in
regard to real estate transactions not involving traditional financing or conducted through
the use of entities. Adherence to the Real Estate Rule, the CTA, and the voluntary
guidelines described above will help the real estate agent identify potential money
laundering risks and assist other real estate professionals with their own reporting
obligations. These voluntary guidelines will also help real estate agents be effective
partners with law enforcement and regulatory agencies in detecting and addressing the
use of real estate in illegal financing activities.

nar.realtor ™ (800) 874-6500 (&) 500 New Jersey Ave., NW
Washington, DC 20001

REALTORS® are members of the National Association of REALTORS®.



https://www.irs.gov/pub/irs-pdf/f8300.pdf

Attachment A: The Residential Real Estate Rule

FINCEN implemented the Residential Real Estate Rule in part because illicit actors can
exploit non-financed real estate transactions by using legal entities when no financial
institution subject to the BSA is involved. As explained below, real estate agents might
have to file reports under the Real Estate Rule, depending upon their role in the
transaction. Alternatively, even if they are not required to file a report, real estate agents
may be asked to provide information to the person who is required to file. The Residential
Real Estate Rule will be effective December 1, 2025.

Application of the Real Estate Rule

The Residential Real Estate Rule imposes a reporting requirement for certain “non-
financed” residential real estate transactions involving transfers of real estate to a legal
entity or trust, regardless of the location or amount of the transaction. The Real Estate Rule
does not cover transactions involving transfers to individuals or certain transfers that are
common in estate planning, such as the transfer of real estate by the terms of a will. A
“non-financed” transaction means there is no extension of credit to all transferees that is (1)
secured by the residential real property; and (2) extended by a financial institution with
AML/CFT obligations. For example, if a real estate transaction involves a mortgage, then
the Real Estate Rule will not apply.

For the purposes of the rule, residential real estate includes single-family houses,
townhouses, condominiums, and cooperatives. Real property is considered residential real
property if it is:

e Real property located in the U.S. that includes a structure designed principally for
occupancy by one to four families;

e Landinthe U.S. on which the transferee intends to build a structure designed
principally for occupancy by one to four families;

e Units designed principally for occupancy by one to four families within a structure
on land located in the U.S.; and/or

e Ashare in a cooperative housing corporation for which the underlying property is
located on land within the U.S..

FINCEN has stated that it expects to issue a future rule that covers commercial real estate
transactions.

The Real Estate Rule excludes the following types of real estate transactions:

e Grants, transfers, or revocations of easements;

e Transfers resulting from the death of an individual (the transfer may be subject to a
decedent’s will or trust);

e Transfers incident to divorce or dissolution of a marriage or civil union;

e Transfers to a bankruptcy estate;

e Transfers supervised by a United States court;

e Transfers where there is no consideration to a trust where an individual (or the
individual's spouse) are the settlor(s) or grantor(s);

e Transfers to a qualified intermediary (i.e., a “1031 exchanges”); and

Transfers where there is no reporting person.
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Legal entities acting as buyers that are subject to the Residential Real Estate Rule include
U.S. or foreign corporations, LLCs, partnerships, and trusts (except statutory trusts).
Although legal entities are defined broadly, there are 16 exceptions for highly regulated
types of entities. These exceptions include but are not limited to entities the BSA already
covers (such as banks, credit unions, money services business, and broker-dealers in
securities) and securities reporting issuers — i.e., public companies.

Who Must File a Report

Typically, real estate agents will not be responsible for filing reports. A person’srolein a
covered real estate transaction determines whether they are responsible for filing. The
person responsible for filing the report is an individual or business person involved in the
transaction, determined by a “cascading” approach unless an agreement among persons
involved in the transaction exists. The reporting person is the person involved in the real
estate closing or settlement beginning with

—_

1) the closing or settlement agent;

the person that prepares the closing or settlement statement;

the person that files with the recordation office the deed or other instrument
transferring ownership;

the person that underwrites an owner’s title insurance policy;

the person that disburses in any form, including escrow accounts, trust accounts, or
lawyers’ trust accounts, the greatest amount of funds in connection with the
residential real property transfer; and

(6) the person that provides an evaluation of the status of title.

uN

G

If the initial person in the “cascading” list was not involved in the transaction, then the
responsibility moves to the next person on the list, until a person on the list was involved in
the transaction. Attorneys may be responsible for filing reports.

Alternatively, the parties may choose to voluntarily enter into a written agreement
designating the reporting person, instead of using the cascading approach outlined above.
The reporting person must be a party to the agreement. Real estate agents should be
aware that a written agreement may exist between parties and should consider asking if
such an agreement exists before providing information about a non-financed transaction
to any person.

Required Information

A real estate report includes information about the property being transferred, total
consideration and information about payments made, the transferor, the transferee entity
or trust, the individuals representing the transferee entity or trust, and the beneficial
owners of the transferee entity or trust. The term “beneficial owner” can be complex. It has
the same definition as provided by the CTA’s BOI Rule and includes persons who control or
own 25% or more of the entity. See Attachment B. The report will include each beneficial
owner's name, date of birth, address, identifying number (e.g., a SSN) and citizenship.
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A report must filed by the last day of the month following the month in which the date of
closing occurred, or within 30 calendar days after the date of closing, whichever is later. As
a practical matter, reports must be filed within 30 to 60 days.

There is a “reasonable reliance” standard for reporting persons, who may rely on
information provided by others, but only if the reporting person does not know facts that
would call into question the reliability of the information. However, as to BO information,
the reasonable reliance standard applies only if the transferee or the transferee’s
representative certifies in writing to the accuracy of the information to the best of their
knowledge. Incomplete reports are not permissible.

Real estate agents may be asked to provide information related to the transaction to a
reporting person. As a real estate professional, you are in a position where you may have
information about a real estate transaction that a settlement, escrow, or insurance agent
may not know and are required to report. You may be asked to provide information about
the property such as address information or the legal description of the property. You may
be asked to provide information about the transferee entity such as the type of transferee
(i.e., an entity or a trust), address information, and any identifying number for the
transferee (e.g., an EIN, SSN-ITIN, or foreign entity registration number). You may be asked
about identifying information related to beneficial owners or signing individual of the
transferee entity, such as the name, address, DOBs and SSNs of the entity’'s beneficial
owners. You may be asked to provide information about the transferor (e.g., an entity or a
trust), address information, and any identifying number the transferor (e.g., an EIN, SSN-
ITIN, or foreign entity registration number). You may be asked about payment related to
the real estate transaction, such as consideration paid, whether payment included hard
money or involved financing by the seller. Requested information also may include any
payments made by or on behalf of the transferee, the payment method, the financial
institution’s name, and identifying information related to the payor.

Real Estate Reports are kept secure by FINCEN and are not accessible by a real estate
professional or the general public. The person who files the report does not have to keep a
copy of it, but they must maintain any certification as to BOI.

Reporting persons are subject to penalties for non-compliance with the Real Estate Rule.

FInCEN has provided additional resources regarding the Real Estate Rule including a Fact
Sheet and_FAQs.
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Attachment B: The CTA & BOI Rule

March 2025 Update: The U.S. Department of Treasury and the Financial Crimes
Enforcement Network (FINCEN) issued an interim rule narrowing the Beneficial
Ownership Information Rule in accordance with the Corporate Transparency Act
(CTA). Currently, U.S. companies and persons are exempt from filing beneficial
ownership reports, and foreign reporting companies and their U.S. beneficial owners
also are exempt. However, foreign reporting companies and their foreign beneficial
owners are required to report beneficial ownership information and reports to FinCEN.
For additional updates and information, please visit, www.fincen.gov/boi.

Real estate professionals should be familiar with the CTA and the related BOI Rule because
they may be required directly to file a BOI report depending on the structure of their own
businesses. Additionally, because legal entities are frequently involved in residential and
commercial real estate transactions, buyers and sellers of real estate which are entities
may ask real estate professionals about the BOI reporting requirements and/or
information required for such reports.

Like with any other business, the CTA applies directly to businesses operated by real estate
professionals that fall within the definition of a “reporting company,” absent an exemption.
A “reporting company” includes both domestic and foreign entities, absent any exemption,
created by filing a document with a secretary of state, Indian tribe, or similar office, such as
a corporation or limited liability corporation. This definition does not include sole
proprietorships but may include any statutory trust or business trust if the trusts were
created by filing with a secretary of state or similar office. Any foreign entity that has
registered to do business in any State or Indian tribal jurisdiction is also considered a
reporting company. Therefore, to the extent that a real estate professional’'s business is a
legal entity that was created by filing with a secretary of state or similar office, and in the
absence of any exemption, the business is a reporting company and must file a BOI report.

However, there are 23 exemptions from the definition of a “reporting company,” including
banks, accounting firms, tax-exempt entities, pooled investment vehicles, inactive entities,
and “large operating companies” that meet certain other requirements. A real estate
professional’'s own business likely will not fall within one of the exemptions. Likewise, an
entity created to facilitate a real estate transaction likely will not fall within one of the
exemptions.

Any reporting company must file a BOI report that includes information on the reporting
company itself, the person filing the BOI report (the “company applicant”), and each
beneficial owner of the reporting company. This information will include names, addresses,
dates of birth, and identifying numbers, such as SSNs or EINs.

A “beneficial owner” includes any individual who, directly or indirectly, owns or controls at
least 25% of the ownership interests in the reporting company. In addition, a “beneficial
owner"” includes any individual who, directly or indirectly, exercises substantial control over
the reporting company. Substantial control is a broad concept, and there is no limit to the
number of potential control persons. An individual can exercise substantial control when
they serve as a senior officer of the reporting company; have authority over the
appointment or removal of any senior officer or majority of the board of directors; or direct,
determine, or make decisions of substantial influence over matters of a reporting
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company. The CTA's broad definition of “substantial control” has been incorporated into
the Real Estate Rule, discussed in Attachment A.

The following businesses/legal entities are exempt under the BOI rule:

e Securities reporting issuer;

o Governmental authority; . Insurance company;,

e Bank; ° State-licensed insurance producer;

e Credit Union; . Commodity Exchange Act

e Depository institution holding registered entity;
company; e  Accounting firm;

e Money services business; ° Public utility;

e Broker or dealer in securities; ° Financial market utility;

e Securities exchange or clearing . Pooled investment vehicle;
agency; e  Tax-exempt entity;

e Other Exchange Act registered o Entity assisting a tax-exempt entity;
entity; o Large operating company;

e |Investment company or investment . Subsidiary of certain exempt entities;
adviser; and

e Venture capital fund adviser; o Inactive entity

Tax-exempt entities include:

e Organizations that are described in section 501(c) of the Internal Revenue Code
(IRC) and exempt under section 501(a) of the IRC;

e Organizations that are described in section 501(c) of the IRC but lost their tax-
exempt status less than 180 days ago;

e Political organizations as defined in section 527(e)(1) of the IRC and exempt under
section 527(a) of the IRC; and

e Trusts described in section 4947(a)(1) or (2) of the IRC.

As of January 1, 2025, new reporting companies must file an initial report within 30
calendar days after receiving notice that the company’s creation or registration is effective.
Also, reporting companies must file updated reports if there are any changes to the
reporting company, such as a change to its legal name or its beneficial owners, within 30
calendar days of the change. Reporting companies which existed prior to January 1, 2025,
must have filed an initial report before that date.

Reported BOI is protected. The CTA only provides access to BOI to a limited number of
end users, including federal and state agencies and regulators. End-users are only allowed
to use the information for authorized purposes and must maintain security and
confidentiality when handling the information. The BOI report is filed electronically
through a secure portal.

Specifically, BOI reported under the CTA is accessible only by:

e Federal agencies engaged in national security, intelligence, or law enforcement
activity;

e State, local and Tribal law enforcement agencies with court authorization;

Officials at the Department of Treasury;
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e Foreign law enforcement agencies, judges, prosecutors, and other authorities that
submit a request through a U.S. Federal agency to obtain beneficial ownership
information for authorized activities related to national security, intelligence, and
law enforcement;

e Financial institutions, such as banks, which need to access FInCEN's BOI database
in order to comply with their own BSA-related obligations under the Customer
Due Diligence Rule for entity customers of banks; and

e Federal functional regulators or other regulatory agencies that supervise financial
institutions with access to BOI

The CTA imposes civil monetary penalties on any reporting company or person that

willfully or negligently fails to file a required report, or files an inaccurate report. Some
willful violations may be considered criminal.

FINnCEN has provided additional resources about the CTA, including several Small Entity
Compliance Guides and_FAQOs.
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