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The Corporate
Transparency Act:
What It May Mean for You

In its ongoing effort to fight illegal financial

activities (money laundering, state sanctioned
terrorism, etc.) the U.S. Treasury’s Financial Crimes
Enforcement Network (“FINCEN”) is charged with

enforcing the Beneficial Ownership Information
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provisions of the Corporate Transparency Act (‘the
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Act”), which became effective on January 1, 2024.
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The major impact of this federal law is to beef
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up ownership reporting requirements for private
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business entities. If you are an owner, partner or
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~ — member of a private corporation, limited liability
P~ company (LLC), or limited partnership (LP), these

new requirements may impact you.
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By Robert E. W. Lineberger, General Counsel

Rob is the company’s General Counsel and is @ member of the firm's Trust Committee. In addition, Rob
is a key resource for the development and oversight of the firm’s estate, tax and business planning
and probate administration. Previously, Rob spent more than 10 years in the practice of law. A former
partner of Miller & Martin LLP, Rob was responsible for tax, probate and estate planning matters in
the firm's Nashville office. Rob is an active member in the Tennessee and Nashville Bar Associations.

While there are certain exemptions, given the broad language of the Act almost all entities
that file paperwork with a state’s Secretary State or similar type office will be required to
report Beneficial Ownership Information (“BOI”) to FINCEN. Examples of covered entities
are corporations, limited liability companies and limited partnerships, all of which are
called “reporting companies” under the Act.

We will highlight some of the details of the reporting requirements below, and full details

are included in the Small Entity Compliance Guide found on the FINCEN website at:

https://www.fincen.gov/sites/defaults/files/shared/BOI Small Compliance Guide.v1.1-FINAL.pdf.

The BOI required to be filed by a reporting company includes
identifying information as follows:

+ Fulllegal name of the company

+ Any trade, business name or DBA

Street address of the company

Jurisdiction of formation

IRS taxpayer ID of the company

The Act also creates specific reporting timetables:

+ Any reporting company created prior to January 1, 2024 will have
until January 1, 2025 to file its BOI information with FINCEN

+ Any reporting company created after January 1, 2024 will have
90 days in which to provide the required BOI

+ Any reporting company created on or after January 1, 2025 will
have 30 days in which to file its appropriate BOI
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Every reporting company has a continuing obligation to keep its BOl updated at all times,
and typically must file notifications within 30 days if there is a change in the identifying
information or if there are known inaccuracies in previously filed information. Failure to
provide BOI timely and failure to update timely could result in monetary fines per day
ranging from $500 up to $10,000 and potential imprisonment of up to two years.

The ACT does exempt certain entities, which include credit unions, publicly traded
companies, accounting firms, insurance companies, tax -exempt entities, banks and Large
Operating Companies. A “Large Operating Company” is one that has more than 20 full
time employees, has an operating and physical presence in the U.S. and has filed a federal
income tax or information return showing more than $500,000 in gross receipts or sales.

In addition to the requirements of the entities themselves, certain beneficial owners also
have reporting requirements. The covered beneficial owners are any individuals who
meet the following definitions:

« Individual(s) who own or control at least 25% of the ownership interest
of the reporting company

+ Individual(s) who directly or indirectly exercise substantial control over the reporting
company (i.e., a senior officer, one who has authority over the appointment and
removal of any senior officer or a majority of the Board of Directors, or one who has
substantial influence or directs influence over important decisions)

Every reporting company has a continuing obligation to
keep its BOl updated at all times, and typically must file
notifications within 30 days if there is a change in the
identifying information or if there are known inaccuracies
in previously filed information.
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The reporting obligations of these beneficial owners include reporting full legal name,
date of birth, street address (residential or business), a form of identifying information
such as a passport number or driver’s license number (with an image of the document the
ID number is taken from).

Finally, the Act requires the reporting of identifying information for certain additional
advisors to the reporting company or who aid in processing company applications and
filings. These advisors may include lawyers, accountants or other individuals who filed
original formation documents and who handle annual filings, etc.

If you are potentially impacted by the Act and have questions
about your entities’ BOI filing requirements, please seek
the advice of your attorney or accountant. While Diversified

Trust can’t file BOl information or provide legal advice, we
are available to provide general direction to help lead you
to specific information you will need to meet reporting
requirements. Please feel free to contact us if you have
questions or we can assist.
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ATLANTA
877.955.8266

CHARLESTON
866.619.1003

GREENSBORO
855.821.4999

MEMPHIS
800.264.7498

NASHVILLE
877.386.7332

DIVERSIFIED
TRUST

Important Notes and Disclosures

This White Paper is being made available for educational
purposes only and should not be used for any other

purpose. Certain information contained herein concerning
economic trends and performance is based on or derived
from information provided by independent third-party
sources. Diversified Trust Company, Inc. believes that the
sources from which such information has been obtained are
reliable; however, it cannot guarantee the accuracy of such
information and has not independently verified the accuracy
or completeness of such information or the assumptions on
which such information is based.

Opinions expressed in these materials are current only as of
the date appearing herein and are subject to change without
notice. The information herein is presented for illustration
and discussion purposes only and is not intended to be, nor
should it be construed as, investment advice or an offer to
sell, or a solicitation of an offer to buy securities of any type
of description. Nothing in these materials is intended to

be tax or legal advice, and clients are urged to consult with
their own legal advisors in this regard.
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