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Understanding the Corporate Transparency Act:
New Reporting Requirements and Considerations
for Entities

Beginning January 1, 2024, a new federal reporting requirement went
into effect that may require entities to file a Beneficial Ownership
Information (“BOI”) Report with the United States Department of
Treasury's Financial Crimes Enforcement Network (“FinCEN"). The
requirement is part of the Corporate Transparency Act (the “CTA”),
a law aimed to enhance financial transparency and strengthen
anti-money laundering efforts.

All corporations, limited liabilities companies, limited partnerships
and other entities created by a state filing and in existence prior to
January 1, 2024, must file a BOI Report no later than January 1, 2025,
unless the entity is otherwise exempt. Entities formed on or after
January 1, 2024, have separate filing deadlines. The BOI Report must
listall owners of the entity directly or indirectly holding an ownership
interest of 25% or more, and must report on all individuals that
have significant control over the entity, including all senior officers.
Asan ongoing requirement, any changes to the information contained
in the BOI Report must be filed with FinCEN no later than 30 days
after the change.

The penalties for failure to comply with the CTA or making an
incorrect or incomplete filing include civil penalties of up to $500
per day as the violation continues, and criminal penalties of fines up
to $10,000, imprisonment of up to two years, or both.

The CTA landscape, however, is still evolving. On March 1,
2024, a federal U.S. District Court judge ruled that the CTA was
unconstitutional, but the ruling was limited to the plaintiffs in
the case. FinCen and the Department of Justice have appealed the
ruling and have announced that reporting companies, other than
the plaintiffs in this case, are still required to timely comply with
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the law. Meanwhile, other lawsuits challenging the constitutionality
of the CTA are also pending. At the state level, New York has
passed an LLC Transparency Act that imposes similar reporting
requirements on limited liability companies that are formed or
registered to do business in New York in addition to those reporting
requirements in the CTA, something other states may also do.

Sherrard, German & Kelly, P.C. can help you navigate the CTA by
determining if your entity is exempt from the reporting requirements
and filing any required BOI Report on your behalf. If you would
like to discuss the CTA and how it may apply to you, please reach
out to your Sherrard, German & Kelly, P.C. contact or a member of
our Corporate Services Group. If you have any specific questions
about CTA compliance, please contact Susan ). Messer and
Raymond M. Roberts.

Raymond M. Roberts
Raymond.Roberts@sgkpc.com
412-258-6723

Susan ). Messer
Susan.Messer@sgkpc.com
412-258-6702

Please also be aware that FinCEN has advised that there are various
scam organizations targeting businesses and offering to provide
BOI Report services. The filing of the BOI Report requires the
entity to provide copies of the driver’s license or passport for all
owners and significant control persons. So, please use caution if
you are utilizing the services of an organization unfamiliar to you
for the BOI Reporting.




The FTC Bans Non-Compete Clauses:
Answers to Common Questions

On April 23, 2024, the Federal Trade Commission (“FTC") announced a final
rule (the “Final Rule”) banning most post-employment non-compete clauses.
If the Final Rule goes into effect, it will bring sweeping change to employers’
contracts with workers and dramatically restrict employers’ ability to
prevent workers from competing with their former employer. Employers will
have to think strategically about how to best protect their business interests
vis-a-vis former workers without the use of non-compete clauses. This
article answers some of the most significant questions that employers may
have about the Final Rule.

What is a “non-compete clause” under the Final Rule?

The Final Rule defines “non-compete clause” as “a term or condition of
employment that prohibits a worker from, penalizes a worker for, or functions
to prevent a worker from (1) seeking or accepting work in the United States
with a different person where such work would begin after the conclusion
of the employment that includes the term or condition; or (2) operating a
business in the United States after the conclusion of the employment that
includes the term or condition.” In turn, “term or condition of employment’
includes, but is not limited to, a contractual term or workplace policy,
whether written or oral.” These definitions are intentionally broad.

Are there any exceptions to the ban on non-competes?

Yes, there are several limited exceptions to the Final Rule’s prohibition
on non-compete clauses. First, there is a carveout that allows existing
non-competes with senior executives to remain in place. Under the Final
Rule, “senior executive” refers to workers earning more than $151,164 who
are in a “policy-making position” as defined in the Final Rule. Note, however,
that this exception covers only pre-existing non-compete clauses, and that
the Final Rule prohibits new non-compete clauses with senior executives.
Second, the Final Rule does not prevent employers from enforcing violations
of non-compete clauses where the cause of action accrued prior to the Final
Rule’s effective date. Third, the Final Rule does not apply to non-compete
clauses entered into pursuant to the bona fide sale of a business entity.
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Thank You for the Leadership,
David J. Lowe

Sherrard, German & Kelly, P.C.

would like to thank David ).

Lowe for serving as a Managing

Shareholder and Director of

the firm since 2018. We extend Mr.
our heartfelt appreciation for his years of
exceptional service in this role. His thoughtful
approach and insights, particularly during
pivotal moments in the firm's evolution,
showcased steady leadership especially during
the challenges of the pandemic. David's
continued dedication and teamwork make him an
invaluable resource, reliable partner and trusted
leader. Thank you, David!

Tax practice areas.

W. Chad Pociernicki Elected as a Managing
Shareholder and Director

Sherrard, German & Kelly, PC. is pleased
to announce that W. Chad Pociernicki has
been elected as a Managing Shareholder and
Director of the firm for a three-year term.
Pociernicki
Managing Shareholders & Directors, Eric Springer and Matt
Jarrell, on the Management Committee. He has been with
the firm since 2008 and is the Chair of the Estates and Trusts
practice area. He is also a member of the Corporate Services,
Technology Transactions, Litigation and Dispute Resolution and

“After witnessing his years of dedicated service to both the
firm and our clients, and with the firm's commitment to
acknowledging and transitioning management to proven future
leadership, we are thrilled about his appointment to this crucial
role,” stated Eric Springer, who has fulfilled the role of Managing
Shareholder & Director - President of SGK for the past decade.

Does the Final Rule prohibit non-competes that are already in place?
Subject to the above exceptions, the Final Rule applies both prospectively
and retroactively to ban pre-existing non-competes with current and
former workers.

Does the Final Rule only apply to employees?

No, the Final Rule does not only apply to employees. Rather, the Final Rule
applies more expansively to “workers.” The term “worker” encompasses
anyone who “works or who previously worked, whether paid or unpaid,’
and may include, without limitation, employees, independent contractors,
externs, interns, volunteers, apprentices, and sole proprietors who provide
a service.

Does the Final Rule ban other forms of restrictive covenants, such
as non-disclosure agreements or non-solicitation agreements?

The Final Rule does not impose an outright ban on other restrictive
covenants, such as non-disclosure agreements and non-solicitation
agreements. However, the Final Rule does ban other restrictive covenants
to the extent that they are functional non-competes, meaning that they
prevent a worker from seeking or accepting work, or starting a business,
after they leave their job.

Are any businesses exempt from the Final Rule?

The FTC promulgated the Final Rule pursuant to the Federal Trade
Commission Act (“FTC Act”). The ban on non-compete therefore does not
apply to employers that are outside the FTC's jurisdiction under the FTC Act.
This includes, for example, bona fide nonprofits, banks, savings and loan
institutions, common carriers, air carriers, and some entities subject to the
Packers and Stockyards Act.

How are state laws affected?
The Final Rule does not limit or affect enforcement of state laws that restrict
non-competes where those laws do not conflict with the Final Rule, but it
preempts conflicting state laws.

P Bowman Root IV Promoted to
Shareholder and Director

Sherrard, German & Kelly,

PC. is pleased to announce

that P Bowman Root IV has

been promoted to Shareholder

and Director. Mr. Root is a
member of the firm's Estates and Trusts, Tax
and Corporate Services practice areas. His
practice is focused on estate and trust planning
and administration and business succession
planning. Mr. Root provides estate planning
counseling for small business owners and
professionals at all stages in their careers. He
provides counsel to both individual and corporate
executors through every phase of estate and trust
administration, from creation to termination.
Mr. Root’s tax and business law backgrounds help
clients reach their business succession goals
as smoothly as possible.

joins the other current
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When will the Final Rule go into effect?

The Final Rule is set to go into effect 120 days following its publication in the
Federal Register. As of the date of this article, publication has not occurred;
however, it should be expected soon.

Could anything stop the Final Rule from going into effect?

Yes, we expect a number of challenges to the Final Rule, at least some of
which will be lawsuits in which the court is asked to enjoin (i.e., stop) the
Final Rule from becoming effective. The plaintiffs in these lawsuits will likely
challenge the Final Rule on three main grounds: (1) that the FTC Act does not
grant the FTC with the necessary authority to promulgate the Final Rule; (2)
that the validity of non-competes is a “major question” that Congress did
not give the FTC authority to address; and (3) that any grant of authority
from Congress was impermissible. Several lawsuits have already been filed,
including one in the Eastern District of Pennsylvania. However, it could take
quite some time for lawsuits to work their way through the courts.

What do employers have to do to give workers notice of the
Final Rule?

Before the effective date, employers must notify each worker who is
subject to a non-compete clause prohibited under the Final Rule that the
non-compete clause is no longer enforceable. The notice may be delivered:
(1) by hand, (2) by mail at a worker's last known personal street address,
(3) by email, or (&) by text message.

What should employers do before the Final Rule goes into effect?
Employers should closely monitor the deadlines for compliance with the
Final Rule, as well as the status of pending challenges to the Final Rule, as
there is a chance that the Final Rule will be enjoined based on the court
challenges. Employers should also consider the implications of the Final
Rule on any applicable state laws.

Further, we recommend that employers determine whether current and
former workers non-competes violate the Final Rule and collect contact
information for the required notice. Such analysis should entail an
examination of whether any impacted workers are “senior executives” whose
pre-existing non-competes will remain enforceable. However, we do not
advise sending out notices until it becomes more clear when and if
the Final Rule will go into effect.

In addition, we advise employers to begin preparing for a world in which
non-competes are generally prohibited. For example, employers should

Joseph R. Kane Promoted to Shareholder

determine whether any post-employment restrictive covenants will remain
effective and consider alternative ways to protect their legitimate business
interests without running afoul of the Final Rule, such as having workers
enter into non-disclosure agreements and non-solicitation agreements that
do not operate functionally as a non-compete.

If you have any inquiries on the Final Rule, including on how your business
can satisfy the Final Rule, please contact members of SGK's Corporate
Services or Employment Services Groups.

SGK Attorneys recognized by
2024 PA Super Lawyers®

Sherrard, German & Kelly, P.C. is proud to announce that
three of the firm’s attorneys have been selected to the
2024 PA Super Lawyers® list.

Brian R. Boyer,
Shareholder and Director, has
been recognized for Energy and
Natural Resources.

Robert B. Brown, Jr.,
Shareholder and Director, has been
recognized for Real Estate.

Suzanne L. DeWalt,
Shareholder and Director, has been
recognized for Employment and Labor.
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Richard W. Kelly, Jr., Esq. Appointed to Hearing Committee Serving the Disciplinary
Board of the Supreme Court of Pennsylvania

Sherrard, German & Kelly, PC. is
"v pleased to announce that Joseph
= R. Kane has been promoted to
“ Shareholder. Mr. Kane is a member

of the firm's Corporate Services,
Employment and Financial Services practice areas and
Chair of the Tax practice area. His practice focuses
in the areas of tax, corporate law and executive
compensation and employee benefits. He also has
extensive experience counseling incorporated and
unincorporated entities on various matters including
mergers, acquisitions, dispositions, liquidations and
reorganizations, with a focus on tax issues.

Sherrard, German & Kelly, PC.
Shareholder and Director Richard
W. Kelly, Jr, has been appointed
a Hearing Committee member
serving the Disciplinary Board of
the Supreme Court of Pennsylvania. His term of
appointment is for three years beginning July 1st
in District VI. The Committee is responsible for
hearing cases and reviewing files concerning attorneys
in its District.

As a member of the firm's Real Estate, Litigation
and Dispute Resolution, Construction, and Estates
and Trusts practice areas, Mr. Kelly has over 30
years of experience in civil, commercial, real estate,
and construction litigation. He has represented
individuals and companies in state and federal
courts and arbitration and mediation forums.
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Mr. Kelly has also lectured on real estate and
construction law for the Pennsylvania Bar Institute
and was formerly appointed a member of the
Pennsylvania Joint State Government Commission
Advisory Committee on Real Property Law.
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SGK Advises Timesys in its Sale to Lynx
Software

Sherrard, German & Kelly, P.C.
is proud to announce that
it represented Timesys
Corporation in its sale to Lynx Software Technologies,
a portfolio company of OceanSound Partners.
The SGK team involved in the transaction included
David ). Lowe, Jeremy C. Brown, Joseph R. Kane
and corporate paralegal Jackie Horwat. Timesys, a
Pittsburgh-based company, is a pioneer and industry
leader in open-source software security solutions,
development tools, and engineering services and
consulting, spanning the embedded software market.

Btimesys

SGK Represents H2R CPA in Acquisition
of Exler & Co.

Business Solutions, Family Approach

Sherrard, German & Kelly, P.C.
is pleased to announce that
it represented H2R CPA in
the recent acquisition of
Oakland-based firm, Exler & Co. H2R CPA, is a full-
service accounting and business advisory firm
providing comprehensive tax, assurance and business
consulting services, and is recognized as one of the 10
largest accounting firms headquartered in Pittsburgh.
The SGK team involved in the transaction included
David J. Lowe and Mark O. Scioscia. We congratulate
everyone at H2R CPA on this exciting transaction.

SGK Represents Infogen Labs in its Sale
to Ciklum

Sherrard, German & Kelly,

(() |nf09en PC. is proud to announce
“* that it represented Infogen

Labs Inc. in its sale to Ciklum. The SGK team involved
in the transaction included David ). Lowe, Jeremy C.
Brown, Joseph R. Kane and corporate paralegal Jackie
Horwat. Infogen Labs is a global digital engineering
services company focused on building scalable
software solutions and products from the ground up.
Ciklum is a global experience engineering firm that
blends next-generation product engineering,
exceptional customer experiences, and cutting-edge
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Lynx is a leader in the development of foundational,
open architecture software solutions for the Mission
Critical Edge.

artificial intelligence.

SGK Welcomes Raymond M. Roberts to the Firm

SGK would like to welcome Raymond M. Roberts to the firm.
Mr. Roberts is Senior Counsel with the firm and a member of the
firm’s Corporate, Estates and Trusts and Real Estate practice areas.
His practice focuses in the area of mergers and acquisitions,
commercial transactions, joint ventures and corporate and entity counseling
for clients ranging from start-ups to multinational corporations. Mr. Roberts’
transactional experience includes representing buyers and sellers in asset and
stock purchases, merger and acquisition negotiations, and the drafting of related
agreements, as well as negotiation, analysis, and drafting of commercial contracts.

Mr. Roberts has worked extensively with homeowner and condominium associations
and also has worked with supporters of private and religious schools and
scholarship organizations wishing to participate in the Pennsylvania Educational
Improvement Tax Credit and Scholastic Opportunity Tax Credit Programs. He also
practices in the area of estate planning and administration and real estate law.

SGK Welcomes New Members to the Firm This Summer

Sherrard, German & Kelly, P.C. is pleased to announce that the members of the firm
Owen Law Group, LLC will be joining the SGK team this summer. Jack Owen and Mike
Dutkovich will join on July 1, 2024, and will continue focusing their practices in the
areas of nonprofit organizations, tax, business, and estates and trusts.

“We look forward to having Jack and Mike join our firm. Their dedication to their
clients and experience with various types of law align nicely with SGK’s array of
services and clientele. We look forward to adding their knowledge and experience
as well as their incredible clients to our firm,” remarked Eric C. Springer, SGK's
Managing Shareholder and Director-President.
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This Newsletter is privately distributed by Sherrard, German & Kelly, P.C. (SGKPC), for the general information of its clients, friends and readers. It is not a solicitation of, nor is it an engagement for, legal services.
The views expressed herein are limited to the circumstances presented and not a representation of the opinions of SGKPC or its authors on a specific fact pattern or event, and should not be relied upon for any
other purpose than expressly set forth in this paragraph. This Newsletter is not designed to be, nor should it be considered or used as, the sole source of analyzing and resolving legal problems. If you have, or
think you may have, such a legal problem relating to any of the matters discussed in this Newsletter, consult legal counsel. Also, if you have questions regarding any of the items contained in this Newsletter,
contact SGKPC and any of its attorneys, through its main number, 412-355-0200. This Newsletter and its contents are the property of SGKPC and its authors. All rights reserved.



