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Quarterly Survey of SEC Rulemaking
and Major Court Decisions (January 1,
2025 – March 31, 2025)
By Kenneth M. Silverman and Kerrin T. Klein*

This issue’s Survey focuses on the U.S. Securities and Exchange
Commission’s (“SEC”) rulemaking activities and other decisions
relating to the Securities Act of 1933, as amended (the “1933 Act”),
the Securities Exchange Act of 1934, as amended (the “1934 Act”),
and other federal securities laws from January 1, 2025, through
March 31, 2025.

This quarter, the SEC proposed no new rules and approved
seven final rules. The final rules released this quarter generally
provided technical changes to previously approved rules and the
extension of compliance dates for other previously approved rules
in order to give market participants time to properly implement
necessary policies and procedures without risking unintended
consequences for the market at large. The SEC also approved
rules of self-regulated exchanges that sought to create more mar-
ket stability and protect the interests of investors.

Final Rules

Extension of Compliance Date for the Amendments
to the Rules Applicable to Covered Clearing Agencies
for U.S. Treasury Securities

On February 25, 2025, the SEC adopted a final rule to extend
the compliance dates for Rules 17ad-22(e)(18)(iv)(A) and (B)
under the 1934 Act (together, the “Trade Submission
Requirement”). In December 2023, the SEC adopted rules to
amend the standards applicable to covered clearing agencies for
U.S. Treasury securities (“U.S. Treasury Securities CCAs”) to es-
tablish policies (1) mandating their direct participants to submit
certain secondary cash market transactions in U.S. Treasury se-
curities (“Cash Market Transactions”) and certain repurchase
agreement transactions in U.S. Treasury securities (“Repo
Transactions”) for clearing and settlement, and (2) implementing

*Mr. Silverman and Ms. Klein are members of the New York Bar and
Partners at Olshan Frome Wolosky LLP. Associates Zachary Freedman, Rahmel
Lee Robinson and Lisette Candia Diaz assisted the authors.
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monitoring and enforcement measures to ensure that all direct
participants submit these transactions for clearance.

Pursuant to the extension adopted by the SEC on February 25,
2025, the SEC extended the compliance date for the Trade
Submission Requirement for (i) Cash Market Transactions from
December 31, 2025, to December 31, 2026, and (ii) Repo Transac-
tions from June 20, 2026, to June 30, 2027.

The SEC determined that additional time would allow covered
clearing agencies, direct participants, and their counterparties to
address operational, legal, and market structure issues that have
surfaced since the original adoption of the rules in December
2023. Several market participants, including industry trade
groups, cautioned that meeting the original deadlines would pose
significant operational challenges—especially in areas such as
“done-away” clearing solutions, documentation standardization,
onboarding processes for participants, legal enforceability, and
margin issues associated with registered funds’ Repo
Transactions. They further opined that overcoming these issues
in time to meet the original compliance deadline threatened a
successful transition to central clearing and may have disrupted
the cash and repo markets in U.S. Treasury securities. Such a
disruption could upset the financial system.

By extending the compliance deadlines for the Trade Submis-
sion Requirement, the SEC addressed industry concerns regard-
ing operational readiness, legal clarity and broader market
structure developments. The revised schedule aims to foster a
more orderly transition to mandatory central clearing of U.S.
Treasury securities transactions, reduce the risk of market
disruptions and ultimately enhance systemic stability.

Temporary Exemptive Relief Granted from Compli-
ance with the Margin Separation Requirement

On February 25, 2025, in conjunction with extensions to the
compliance date of the Trade Submission Requirement mentioned
above, the SEC also granted temporary exemptive relief, pursu-
ant to Sections 17A and 36(a) of the 1934 Act, from certain
amendments to Rule 17ad-22(e)(6)(i) (the “Margin Separation
Requirement”) under the 1934 Act. The Margin Separation
Requirement requires U.S. Treasury Securities CCAs to have
written rules and procedures that help separate margin amounts
for different types of transactions made by direct participants.
Specifically, the rule mandates that margin amounts calculated,
collected and held from direct participants in connection with
their own trades in U.S. Treasury securities must be segregated
from margin amounts related to trades such direct participant
makes on behalf of those who use the direct participant’s services
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to access the U.S. Treasury Securities CCA’s payment, clearing,
or settlement facilities. Such individuals who use the direct par-
ticipant’s services are “indirect participants.” In short, the covered
clearing agencies have to keep the margin for the direct partici-
pant’s own trades apart from the margin tied to trades it
processes on behalf of indirect participants.

The SEC originally imposed a March 31, 2025, compliance date
for this rule. In order to timely implement the rule and stay
abreast of any concerns from market participants, the SEC has
been in close contact with the current U.S. Treasury Securities
CCAs, the Fixed Income Clearing Corporation (“FICC”), and ap-
plicants seeking to become U.S. Treasury Securities CCAs. As a
result, the SEC learned that while some direct participants clear-
ing activity at FICC may be ready to make the legal, operational
and risk management changes necessary to timely comply with
the FICC’s new rules and procedures by March 31, 2025, this
may not be the case for others. As such, the SEC provided a six-
month exemption from enforcement of the new written policies
and procedures established in accordance with the Margin
Separation Requirement. However, the exemption does not affect
the requirement for a U.S. Treasury Securities CCA to establish,
implement and maintain such policies and procedures for its
direct participants to comply with, for those participants who are
prepared to do so. This temporary exemption ends September 30,
2025.

Extension of the Compliance Date for the Amend-
ments to Names Rule

On March 14, 2025, the SEC adopted a final rule that extends
the compliance dates for the amendments to rule 35d-1 (the
“Names Rule”) under the Investment Company Act of 1940, as
amended (the “Investment Company Act”), that were previously
adopted on September 20, 2023. The amendments to the Names
Rule sought to enhance regulations already in place that govern
registered investment companies and business development
companies (collectively, “Funds”) with names that could be
materially misleading or deceptive. These enhanced regulations
required that any Fund name with terms suggesting that the
Fund focuses on investments that have, or, investments whose is-
suers have, particular characteristics to adopt a policy to invest
at least 80% of the value of their assets in accordance with the
investment focus that such Fund’s name suggests (the “80%
Rule”). Prior, the requirement applied to a smaller subset of
Funds. The amendments also enhanced disclosure and reporting
requirements concerning the terms used in Fund names while
also setting up additional recordkeeping requirements.

[VOL. 53:2 2025] QUARTERLY SURVEY OF SEC RULEMAKING
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Extension of the Original Compliance Deadlines
The original compliance timeline for the amendments to the

Names Rule for Funds with net assets of at least $1 billion at the
end of their most recent fiscal year was December 11, 2025. The
compliance timeline for Funds with net assets of less than $1 bil-
lion at the end of their most recent fiscal year was June 11, 2026.
The SEC has extended the compliance dates for both groups by
six months, as described below:

E A new Fund will be required to be in compliance with the
amended Names Rule on the effective date of the initial
registration statement that such Fund files on or following
the new compliance dates of June 11, 2026 (for Larger Enti-
ties, as defined below) or December 11, 2026 (for Smaller
Entities, as defined below). For purposes of this extended
compliance period, “Larger Entities” are Funds that,
together with other investment companies in the same
“group of related investment companies” (as such term is
defined in 17 CFR 270.0-10) have net assets of $1 billion or
more as of the end of the most recent fiscal year and “Smaller
Entities” are Funds that together with other investment
companies in the same “group of related investment compa-
nies” (as such term is defined in 17 CFR 270.0-10) have net
assets of less than $1 billion as of the end of the most recent
fiscal year.

E For an open-end Fund (or other continuously offered Fund)
that is in existence prior to these new compliance dates,
such Funds will be required to be in compliance with the
amended Names Rule on the effective date of its first “on-
cycle” annual prospectus update that such Fund files on or
following June 11, 2026 (for Larger Entities) or December
11, 2026 (for Smaller Entities).

E For registered closed-end Funds that rely on Rule 8b-16(b)
of the Investment Company Act that are in existence prior
to these new compliance dates, such Funds will be required
to be in compliance with the amended Names Rule at the
time of the transmittal of its first annual report to sharehold-
ers on or following June 11, 2026 (for Larger Entities) or
December 11, 2026 (for Smaller Entities).

E A business development company that is not engaged in a
continuous offering will be required to be in compliance with
the amended Names Rule at the time of filing of its first an-
nual report on Form 10-K on or following June 11, 2026 (for
Larger Entities) or December 11, 2026 (for Smaller Entities).

The SEC Withdraws from Defense of Climate
Disclosure Rules

On March 27, 2025, the SEC’s governing body voted to cease
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defending its climate-related disclosure rules against legal
challenges. These rules, adopted on March 6, 2024, mandated
that publicly traded companies disclose climate-related risks and
greenhouse gas emissions in their registration statements and
periodic reports. The rules required companies to provide infor-
mation on how climate-related risks could materially impact their
business, strategies for managing those risks, and, for certain
companies, disclosure of direct and indirect greenhouse gas
emissions.

Following the adoption of the rules in March 2024, the rules
faced immediate legal challenges from multiple states and private
entities, leading to the consolidation of these cases in the U.S.
Court of Appeals for the Eighth Circuit. In response to these
challenges, on April 4, 2024, the SEC voluntarily stayed the
implementation of the rules pending judicial review.

In a letter to the Eighth Circuit following its March 27, 2025,
vote, the SEC stated that it “wishes to withdraw its defense of
the Rules,” and that the SEC’s counsel is no longer authorized to
advance arguments in defense of the rules. The withdrawal of
the SEC’s defense leaves the future of the climate disclosure
rules uncertain as those states’ attorneys general who joined as
parties to the litigation in support of such rules may continue
their advocacy for such rules. The SEC’s April 2024 stay continues
to be in effect pending the result of the consolidated litigation.

Elimination of Delegation of Authority to Issue
Formal Orders of Investigation

On March 10, 2025, the SEC issued a final rule that eliminated
the authority of the Director of the Division of Enforcement (the
“Director”) to issue formal orders of investigation. The SEC is au-
thorized to conduct investigations concerning possible violations
of federal securities laws, which provide that any member of the
SEC or any officer designated by it is empowered to administer
oaths and affirmations, subpoena witnesses, compel their atten-
dance, take evidence, and require the production of any books,
papers, correspondence, memoranda or other records that the
SEC deems relevant or material to the inquiry. The SEC issues
formal orders of investigation that authorize specifically desig-
nated enforcement staff to exercise the SEC’s statutory power to
subpoena witnesses and take the other actions authorized by the
relevant cited provisions.

In August 2009, following the 2008 financial crisis, the SEC
delegated authority to issue formal orders of investigation to the
Director. This final rule returned the authority to issue formal
orders of investigation to the SEC’s governing body, which was
the framework prior to August 2009. Thus, the SEC Commission-
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ers will now exercise greater control over whether to open new
investigations and to issue subpoenas.

The SEC noted in the adopting release that this final rule is
intended to increase effectiveness by more closely aligning the
SEC’s use of its investigative resources with SEC priorities. This
final rule will become effective on the date the final rule is
published in the Federal Register.

SEC Approval of NYSE and Nasdaq Rules

Reverse Stock Splits
In January 2025, the SEC approved amendments to The New

York Stock Exchange (“NYSE”) and The Nasdaq Stock Market
LLC (“Nasdaq”) listing rules that will impact listed companies’
ability to use reverse stock splits as a mechanism to regain
compliance with NYSE’s and Nasdaq’s $1.00 minimum bid price
requirement.

NYSE
If a NYSE-listed company’s average closing stock price is less

than $1.00 for 30 consecutive business days, such company will
be non-compliant with NYSE’s $1.00 minimum bid price
requirement. Companies that are not compliant with the mini-
mum bid price requirement are typically provided a six-month
cure period to regain compliance, which can be achieved by hav-
ing a closing stock price of at least $1.00 on the last trading day
of any calendar month during that six-month cure period and the
average closing stock price must be at least $1.00 over the prior
30 business days. Many companies that fall out of compliance
with the $1.00 minimum bid price requirement effect a reverse
stock split to regain compliance.

Pursuant to Section 802.01C of NYSE’s Listed Company Man-
ual, listed companies are now no longer eligible for the six-month
cure period mentioned above if such company has (a) effected a
reverse stock split over the last year or (b) effected one or more
reverse stock splits over the prior two-year period with a cumula-
tive ratio of 200-to-1 or higher. In either situation, NYSE will
now immediately begin the suspension and delisting process.

In addition, pursuant to Section 802.01A of NYSE’s Listed
Company Manual, listed companies will no longer be permitted
to execute a reverse stock split if it would result in such company
becoming non-compliant with any other continue NYSE listing
requirement. If a company proceeds with a reverse stock split
that results in such company becoming non-compliant with any
other continued NYSE listing requirement, such company will
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forfeit the ability to follow standard compliance procedures and
will be susceptible to immediate suspension and delisting.

Nasdaq
Similar to NYSE, Nasdaq-listed companies must also maintain

a minimum bid price of $1.00 per share. Previously, Nasdaq-
listed companies falling below the minimum bid price of $1.00 for
30 consecutive business days were provided a 180-day cure pe-
riod to regain compliance, with the possibility of being granted
an additional 180-day extension if certain conditions were met. If
such company failed to regain compliance by the end of the second
180-day extension period, the company could request a hearing
before a Nasdaq Listing Qualifications Hearings Panel, which
would automatically stay any suspension and delisting of such
company’s stock from trading on Nasdaq while the appeal was
pending.

Following these amendments, if a Nasdaq-listed company fails
to regain compliance with the $1.00 minimum bid price by the
end of the second 180-day extension period described above, such
company will immediately be suspended from trading on Nasdaq.
Companies will still be able to appeal the delisting determina-
tion; however, such security would trade in the over-the-counter
(“OTC”) markets while the appeal is pending. To regain compli-
ance with the $1.00 minimum bid price requirement, the
company’s stock must maintain a minimum closing bid price of
$1.00 for at least 10 consecutive business days, unless Nasdaq
staff exercises discretion to extend this period.

In addition, Nasdaq amended its rules to limit the number of
times a company can effect a reverse stock split within a certain
period of time to regain compliance with the $1.00 minimum bid
price requirement. Under Nasdaq Listing Rule 5810(c)(3)(A)(iv),
if a company’s stock fails to meet the $1.00 minimum bid price
requirement and such company has effected a reverse stock split
within the prior one-year period, such company will not be eligible
for any cure period to address the deficiency. Notably, this restric-
tion applies to a company that was in compliance with the $1.00
minimum bid price requirement at the time of its prior reverse
stock split. Thus, if a company effects a reverse stock split but its
stock subsequently fails to meet the $1.00 minimum bid price
requirement within one year following the reverse stock split,
such company will be issued a delisting determination and will
not be granted a cure period. In this case, a company can appeal
the delisting determination, during which time any suspension or
delisting will be stayed pending the appeal.

Similar to NYSE’s new rule mentioned above, Nasdaq already
had a rule in place to address one or more reverse stock splits
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within a two-year period. Under the Nasdaq Listing Rules, a
company that has conducted one or more reverse stock splits
within a two-year period with a cumulative ratio of 250-to-1 or
more is subject to automatic delisting.

Nasdaq also amended its Listing Rules to require companies to
submit a Company Event Notification Form to Nasdaq at least
10 calendar days prior to effecting a reverse stock split. Prior to
this, companies were required to provide Nasdaq with notice at
least five business days prior to effecting a reverse stock split.
Failure to comply with this notice requirement can subject a
company to a trading halt. Companies should take this amended
notice period into consideration when effecting a reverse stock
split to ensure they comply with the Nasdaq requirements and
obtain DTC eligibility of the new CUSIP number.

Amendments to Certain Initial Listing Requirements
for Companies Seeking to List on Nasdaq

On March 12, 2025, the SEC approved a rule change proposed
by Nasdaq that amends Rules 5405 and 5505 of the Nasdaq List-
ing Rules. The amendments, which took effect on April 11, 2025,
raise the minimum requirements for companies seeking to list on
the Nasdaq Global Market or Nasdaq Capital Market. The
amendments apply to both companies going public through an
initial public offering (“IPO”) and those seeking to uplist from the
OTC markets.

The amended rules address how a company must satisfy the
minimum Market Value of Unrestricted Publicly Held Shares
(“MVUPHS”) requirement, a key metric Nasdaq uses to evaluate
whether there is sufficient public interest and float in a company’s
securities for listing on Nasdaq.

Market Value of Unrestricted Publicly Held Shares
Under Nasdaq’s existing framework, companies applying for an

initial listing must satisfy a minimum MVUPHS threshold. This
requirement is meant to ensure that a meaningful portion of a
company’s shares are held by public investors, not insiders, affili-
ates or controlling shareholders—and that those shares are freely
tradeable on the open market. MVUPHS plays a central role in
providing the depth and liquidity necessary to support effective
price discovery and investor participation.

Prior to the recent amendments, Nasdaq allowed companies to
include certain previously issued shares—commonly referred to
as “Resale Shares”—when calculating MVUPHS. These Resale
Shares, if not held by affiliates or subject to restrictions, could be
registered for resale and counted toward the liquidity require-
ment, even if they were not part of the offering itself.
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Limiting MVUPHS to Offering Proceeds for IPO Listings
As amended, Nasdaq Listing Rules 5405 and 5505 now require

that companies listing on the Nasdaq Global Market or Nasdaq
Capital Market in connection with an IPO satisfy the applicable
MVUPHS threshold solely through the proceeds of the public
offering. In other words, previously issued shares, even if
registered and held by non-affiliates, no longer count toward the
MVUPHS calculation if they are not sold as part of the IPO.

The applicable MVUPHS thresholds vary depending on the
listing standard. For companies seeking to list on the Nasdaq
Global Market, the minimum MVUPHS is now $8 million under
the Income Standard, up from $4 million; $18 million under the
Equity Standard; and $20 million under the Market Value or
Total Assets/Total Revenue Standards, as defined under the
Nasdaq Listing Rules. For the Nasdaq Capital Market, the mini-
mum is now $5 million under the Net Income Standard, up from
$4 million, and $15 million under either the Equity Standard or
the Market Value of Listed Securities Standard.

Nasdaq stated in its rule proposal that it observed higher
volatility among companies that relied heavily on Resale Shares
to meet the MVUPHS requirement. According to Nasdaq, these
shares do not reliably contribute to post-listing liquidity and can
create a misleading picture of investor demand. By requiring that
the minimum MVUPHS be met through the actual sale of shares
in the public offering, Nasdaq aims to better ensure that newly
listed companies have a sufficient base of active public
shareholders.

Stricter Requirements for OTC Uplisting Companies
The amendment also affects companies that are seeking to

uplist to Nasdaq from the OTC markets. Previously, under
Nasdaq Listing Rule 5405(a)(4) and Nasdaq Listing Rule
5505(a)(5), such companies could qualify for listing either by
satisfying a minimum average daily trading volume on the OTC
market of 2,000 shares over the 30 days prior to listing with
trading occurring in at least 50% of those days (the “ADV
Requirement”) or by conducting a firm commitment underwritten
public offering of at least $4 million. The new rule maintains this
two-path framework but increases the standards for those relying
on the offering route.

Companies uplisting to the Nasdaq Capital Market must now
raise at least $5 million in the offering, while companies seeking
to list on the Nasdaq Global Market must raise at least $8
million. In addition, uplisting companies must satisfy the mini-
mum MVUPHS requirement using only the proceeds of the pub-
lic offering. As with IPOs, previously issued shares that are
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registered for resale no longer count toward the minimum
MVUPHS requirement.

Nasdaq’s rationale for this change is similar to that for IPOs.
Nasdaq noted that companies relying on legacy float or previ-
ously issued shares to demonstrate liquidity often failed to deliver
sufficient trading activity or investor engagement upon listing.
Nasdaq also explained that companies using the public offering
alternative to the ADV Requirement are in a similar position to
IPO issuers, in that their securities are undergoing a significant
transition in market exposure and investor base. Therefore, ap-
plying the same MVUPHS treatment to both groups promotes
consistency and market integrity.

Regulatory Justification and SEC Approval
The SEC determined that the proposed rule change is consis-

tent with the 1934 Act, particularly Section 6(b)(5), which
requires that exchange rules be designed to protect investors,
promote fair and orderly markets and prevent fraudulent and
manipulative practices. In its approval order, the SEC emphasized
that meaningful initial listing standards help ensure that
exchange-listed companies have sufficient public float, investor
base and trading interest to support a stable trading environment.
The SEC also cited Nasdaq’s data showing greater post-listing
volatility among companies that relied on Resale Shares as a rea-
sonable basis for the change.

The SEC approved the amended rules on an accelerated basis
and noted that the changes would help Nasdaq better evaluate
whether companies seeking to list have adequate liquidity and
public investor interest to support a national market listing.

Effective Date
The amended rules became effective on April 11, 2025. Any

company submitting an initial listing application on or after that
date, whether in connection with an IPO or an uplisting from the
OTC market, is required to comply with the amended MVUPHS
requirements.

Major Court Decisions

Third Circuit Grants in Part Petition to Review SEC
Denial of Rulemaking Petition Relating to Digital
Assets, and Remands to SEC for More Complete
Explanation

On January 13, 2025, the United States Court of Appeals for
the Third Circuit granted in part a petition to review a denial by
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the United States Securities and Exchange Commission (the
“SEC” or “Commission”) of a rulemaking petition, which asked
the SEC to promulgate rules clarifying how and when federal se-
curities law guidance applies to digital assets, such as
cryptocurrencies. The United States Court of Appeals for the
Third Circuit held that the SEC’s one-paragraph analysis deny-
ing Petitioner Coinbase Inc.’s rulemaking petition was “conclusory
and insufficiently reasoned, and thus arbitrary and capricious,”
and remanded to the SEC for a “more complete explanation,”
while declining to order the Commission to institute rulemaking
proceedings.

Coinbase Inc. (‘‘Coinbase’’), one the largest cryptocurrency ex-
changes in the United States, originally filed its rulemaking peti-
tion in July 2022 where it asked the SEC to “propose new rules
addressing how and when digital assets qualify as securities
subject to existing securities laws” because ‘‘ ‘the existing
securities-law framework [was] fundamentally incompatible with
the operation of digital asset securities’ and urged the SEC to
adopt new rules tailored specifically to digital assets.” After nine
months of waiting for a response, Coinbase filed a writ of
mandamus ordering the SEC to issue a decision on its petition
which was granted in June 2023 when the Third Circuit ordered
the SEC to provide an update on Coinbase’s petition by October
11, 2023. In the meantime, the SEC brought an enforcement ac-
tion against Coinbase and alleged that the company operated as
an unregistered securities exchange, broker, and clearing agency
in violation of federal securities law.

In December 2023, the SEC denied Coinbase’s rulemaking peti-
tion in a one-paragraph decision. The Commission’s decision dis-
agreed with Coinbase’s position that the application of existing
securities laws and regulations to crypto asset securities was
“unworkable,” and stated that the requested regulatory action
would “significantly constrain the Commission’s choices regard-
ing competing priorities,” and that the any considerations of
whether or how to alter the existing regulatory regime may be
informed by undertakings related to crypto that the SEC was al-
ready pursuing. Coinbase challenged the SEC’s decision as
arbitrary and capricious and asked the U.S. Court of Appeals for
the Third Circuit to review the SEC’s decision and order the
Commission to institute a notice and comment rulemaking
process.

The Third Circuit granted Coinbase’s motion in part, reasoning
that while the SEC had great discretion with respect to rulemak-
ing, it failed to provide a sufficiently reasoned explanation. The
Third Circuit explained that “a single sentence disagreeing with
the main concerns of a rulemaking petition is conclusory and
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does not provide us with any assurance that the SEC considered
Coinbase’s workability objections, nor does it explain how it ac-
counted for them.” The Third Circuit also held that the SEC’s
failure to explain which other regulatory efforts it was prioritiz-
ing or why was insufficient, and that the SEC’s explanation for
its incremental action was conclusory. The Third Circuit thus
remanded and ordered the SEC to provide a sufficiently reasoned
explanation for the denial of Coinbase’s petition. The Third
Circuit declined to order the SEC to “proceed directly to rulemak-
ing” noting that “it was only in the rarest and most compelling of
circumstances, that courts have acted to overturn an agency judg-
ment to not institute rulemaking.”

Coinbase, Inc. v. Securities and Exchange Commission, 126
F.4th 175, Fed. Sec. L. Rep. (CCH) P 101981 (3d Cir. 2025), in the
United States Court of Appeals for the Third Circuit.

The Corporate Transparency Act Continues to be the
Subject of Significant Court Decisions

Late last year, a panel from the United States Court of Appeals
for the Fifth Circuit in Texas Top Cop Shop, Incorporated v.
Garland, 135 A.F.T.R.2d 2025-301, 2024 WL 5224138 (5th Cir.
2024), vacated a decision of another panel of that same court—
issued just three days earlier—staying enforcement of a prelimi-
nary injunction enjoining enforcement of the CTA. Meanwhile, on
January 7, 2025, the United States District Court for the Eastern
District of Texas issued an injunction staying reporting require-
ment under the CTA in Smith v. United States Department of the
Treasury, 135 A.F.T.R.2d 2025-370, 2025 WL 41924 (E.D. Tex.
2025). Then, on January 23, 2025, the Supreme Court stayed the
injunction blocking enforcement of the CTA, and the matter
returned to the Fifth Circuit. The Smith court thereafter granted
a motion for a stay pending appeal in light of the Supreme Court’s
decision.

The CTA was passed in 2021, and obligated certain companies
to report the identities of their beneficial owners by January 1,
2025. A group of Plaintiffs commenced an action in the United
States District Court for the Eastern District of Texas seeking a
declaratory judgment that the CTA is unconstitutional, and
subsequently moved for a preliminary injunction against enforce-
ment of the CTA and its related reporting rule. The District Court
granted that injunction, enjoining the CTA and corresponding
reporting rule, and holding that both are likely unconstitutional.
The government moved for a stay of the District Court’s
injunction.

On December 23, 2024, a motions panel of the United States
Court of Appeals for the Fifth Circuit granted the government a
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temporary stay of a District Court’s injunction pending appeal,
and expedited the appeal. The motions panel held that the
government was likely to succeed on the merits in defending
CTA’s constitutionality, the injunction inflicts irreparable harm,
and equities and public interest weigh in favor of a stay. Just
three days later, another panel of the Fifth Circuit reversed and
vacated the December 23, 2024, stay of the District Court’s
injunction in a two-page Order in order to “preserve the constitu-
tional status quo” while the merits panel considers the appeal. As
a result, the CTA remained temporarily unenforceable.

Then, on January 7, 2025, the United States District Court for
the Eastern District of Texas issued an injunction staying the
reporting requirement under the CTA in Smith v. United States
Department of the Treasury, 135 A.F.T.R.2d 2025-370, 2025 WL
41924 (E.D. Tex. 2025). The District Court cited the uncertainty
of the Top Cop injunction, the differences between the arguments
presented in that case and Smith, and the uniqueness of the par-
ties in Smith in connection with its grant of the injunction.

On January 23, 2025, the Supreme Court stayed the order of
the United States District Court for the Eastern District of Texas
pending the disposition of the appeal in the United States Court
of Appeals for the Fifth Circuit and disposition of any petition for
a writ of certiorari. McHenry v. Texas Top Cop Shop, Incorporated,
145 S. Ct. 1, 220 L. Ed. 2d 427, 135 A.F.T.R.2d 2025-462 (2025).
Thereafter, on February 17, 2025, the United States District
Court for the Eastern District of Texas granted a motion to stay
its decision in the Smith case pending appeal in light of the
Supreme Court’s McHenry decision.

On March 2, 2025, the Treasury Department issued a press
release stating that it will not enforce penalties or fines in con-
nection with the CTA and will “be issuing a proposed rulemaking
that will narrow the scope of the rule to foreign reporting
companies only.” On March 21, 2025, the Financial Crimes
Enforcement Network (FinCEN), submitted an interim final rule
to, among other things, narrow the beneficial ownership informa-
tion reporting requirements under the CTA to require only enti-
ties defined as foreign reporting companies to report beneficial
ownership information. FinCEN stated that it will accept com-
ments, and intends to issue a final rule this year.
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