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As we have previously noted,! the Corporate Transparency Act (‘CTA") remains on hold due to a
January 7, 2025 order of the U.S. District Court for the Eastern District of Texas, Tyler Division, in
Smith v. U.S. Department of the Treasury.? That court determined the CTA is likely unconstitutional
and enjoined enforcement of the CTA's implementing regulations, including the requirement to file
beneficial ownership reports.

On February 5, 2025, the Department of Justice appealed this order to the Fifth Circuit and
requested the district court to stay its order pending the resolution of this appeal.® The government
asserted that a stay was appropriate in light of the Supreme Court’s grant of a similar stay in a
different case, 7exas Top Cop Shop, Inc. v. Garland*

The government's appeal in Smithis notable because it indicates that the new administration
supports implementation of the CTA, albeit with potential modifications, discussed below.

The appeal stated that the U.S. Department of Treasury’s Financial Crimes Enforcement Network
(“FInCEN") intends to extend the CTA compliance deadline for 30 days if the stay is granted.®
During that period, FInCEN “will assess whether it is appropriate to modify the CTA's reporting
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requirements to alleviate the burden on low-risk entities.”® The appeal does not state which types of
entities it considers low risk, and does not clarify what modifications FInCEN will consider to the
CTA's reporting requirements.

A FinCEN alert published after the government'’s appeal in Smith reiterates the agency's intention
to extend the reporting deadline to 30 days after the date the government'’s request for a stay is
granted, and notes that it will assess options to modify further deadlines for lower-risk entities,
“including many U.S. small businesses."” The same alert notes that reporting companies are not
currently required to file beneficial ownership information, but that they may continue to do so
voluntarily.®

The constitutionality of the CTA remains on appeal in the Eleventh Circuit, where a U.S. district
court in Alabama found the CTA unconstitutional, and in 7exas Top Cop Shop in the Fifth Circuit,
where oral argument is scheduled for March 25, 2025.° In Michigan, Oregon, and Virginia, U.S.
district courts have denied preliminary injunctions with respect to the CTA.1°

For now, the CTA's implementing regulations remain unenforceable. We will continue to monitor
developments as they occur.
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