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PROTECTING YOUR BUSINESS:
NON-COMPETES AND OTHER KEY AGREEMENTS

For decades, companies have used non-compete
agreements to prevent former employees from
competing with the company for a certain period
of time after their employment ends. In recent
years, the use of non-compete agreements has
come under heavy scrutiny; more states have
implemented restrictions on the use of non-
compete agreements, including some states
that have banned non-competes, and courts
across the country are more reluctant to enforce
non-compete agreements. The Federal Trade
Commission (“FTC") passed a rule last year
to ban most post-employment non-compete
agreements. The FTC's rule was subsequently
found unlawful by two United States district
courts. The FTC appealed the courts’ decisions,
but legal commenters do not expect the ban to
go into effect.

Despite the backlash against non-compete
agreements, they remain a viable tool, when
properly used, to protect companies from unfair
competition. Non-competes should be limited to
high-level or key employees, contain reasonable
restrictions that are necessary to protect the
company's legitimate business interests, and
comply with any state specific requirements for
non-compete agreements. For example, while
not applicable to Pennsylvania employees,
employees may work in states that ban
non-compete agreements for employees earning
below a minimum salary and/or require that
candidates and employees have a specific
number of days to review the non-compete and
be advised of their right to consult an attorney.

FOR EMPLOYEES

Non-compete agreements are generally
appropriate for executives, senior managers,
high-level sales employees, key employees with
access to significant confidential and proprietary
information, and technical employees who have
important roles in research and development.
Even for these employees, however, non-compete
agreements must be necessary to protect the
company's legitimate business interests, and
the restrictions must be reasonably limited in
time, scope of activity, and geographic area.
Non-compete restrictions may only be as broad
in time, scope of activity, and geographic area as
is necessary to protect a company’s legitimate
interests in its confidential information, trade
secrets, customer relationships, goodwill,
employee relationships, and investments in
specialized training.

Non-compete agreements for middle or lower-
level employees, hourly employees, or employees
without access to significant confidential and
proprietary information or specialized skills are
unlikely to be enforced. Likewise, non-competes
which are broader than necessary to protect a
company’s legitimate business interests - such
as a restriction which prevents an employee from
working in an area of the United States in which
the company does not do business - are unlikely
to be enforced. As such, it is important for
companies to be intentional about their use of
non-compete agreements and to carefully draft
the terms of the agreements, including the scope
of the restrictions, if they want the agreements to
be enforceable.
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Companies should also ensure that employees
receive consideration in exchange for signing a
non-compete agreement. Otherwise, the non-
compete will not be enforceable, regardless
of the employee’s position or the restrictions
in the agreement. For new hires, employment
is sufficient consideration if the non-compete
agreement is given to the new hire in conjunction
with the start of his or her employment. The
agreement should be given to new hires as
part of the offer of employment, prior to the
acceptance of employment. Existing employees,
at least those who work in Pennsylvania, must
be given new consideration for executing a non-
compete agreement as continued employment
is not sufficient consideration in Pennsylvania
to support a non-compete agreement. New
consideration often takes the form of a pay
increase, bonus, promotion, or equity award.

Aside from non-compete agreements, companies
can use non-solicitation agreements and
confidentiality and intellectual property
agreements (either in conjunction with a non-
compete or when a non-compete is not advisable)
to protect their business interests.

There are two types of non-solicitation
agreements: customer non-solicitation
restrictions and employee/contractor non-
solicitation  restrictions. Customer non-
solicitation restrictions protect the company’s
customer relationships and  goodwill by
prohibiting former employees from soliciting
or enticing the company's customers, and




sometimes prospective customers, to purchase
products or services that are similar to or
competitive with those sold by the company
from another person or entity. Employee/
contractor non-solicitation restrictions protect
the company’'s employee and contractor
relationships, and investments in training and
development, by prohibiting former employees
from soliciting or encouraging an employee
or independent contractor to terminate
their employment or other relationship with
the company, or to become employed by
another entity.

Non-solicitation agreements are appropriate for
executives, senior managers, sales employees,
and other employees with meaningful customer
contacts and relationships. Like non-compete
agreements, non-solicitation agreements must
be reasonably tailored to protect the company’s
legitimate business interests; the restrictions
cannot be overly broad in time or scope of
activities. For example, a restriction which
prohibits a Pennsylvania sales employee from
soliciting customers in Pennsylvania and West
Virginia with whom he had contact or about
whom he knows confidential information is likely
to be enforced. A restriction which prohibits
the same Pennsylvania sales employee from
soliciting  customers in  California  with
whom he had no contact or about whom he
knows no confidential information is unlikely to
be enforced.
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SGK Represents Cosan Group in

Investment Transaction

Also, like non-compete agreements, there are
several states, albeit few, that have banned
customer non-solicitation restrictions or limited
their use to employees who earn above a certain
salary threshold. As such, companies should
be cognizant of any state law restrictions for
employees outside of Pennsylvania before
drafting a non-solicitation agreement. Employees
must also receive consideration in exchange
for signing a customer and/or employee
non-solicitation agreement for the agreement
to be enforceable.

Finally, companies can use confidentiality and
intellectual property agreements to protect their
business interests. Confidentiality agreements
prohibit employees from using or disclosing the
company's confidential information and trade
secrets, except as necessary in the performance
of their job duties. Intellectual property
agreements establish the company’s ownership
of employees’ work product, inventions
and developments, and related intellectual
property rights. Confidentiality and intellectual
property agreements are the most widely
used employee agreements as they protect
two very important company assets (confidential
information and intellectual property) and are
appropriate for most employees to sign. It is
recommended practice for companies to have
a standard confidentiality and intellectual
property agreement that is signed by employees
as part of the onboarding process. If the
agreement was missed during onboarding,

employees can still sign a confidentiality and
intellectual assignment agreement during their
employment.

In addition to the above agreements, companies
should include a confidential information
policy, intellectual property policy, and a return
of company property policy in their employee
handbooks. While the policies are not substitutes
for agreements signed by employees, the
policies are another important tool to buttress
the company’s ability to protect its confidential
information and property.

If you have any questions on how to best protect
your business through employee agreements or
employee handbooks, please contact members
of SGK's Corporate Services or Employment
Services Groups.
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IRS Releases Conflicting ERC Guidance: What Employers Need to Know

- On May 9th, 2025, SGK client, Chronic Care Management
Cosan Inc. (a/k/a Cosan Group) completed a significant Series E
investment transaction. Cosan Group, established in

2015, is an industry-leading healthcare organization creating new pathways
to modern aging with technology-driven preventative care services, offering
healthcare support for older adults. Cosan Group supports the CMS mission
of improving patient outcomes at a reduced cost by helping patients with
chronic conditions find a path to resilience via their chronic care management,
principal care management, behavioral health integration, and remote patient
monitoring services. Cosan Group strives for excellence in preventative
care services for at-risk older adults to support successful aging in place. In
collaboration with providers, Cosan Group uses advanced technology with a
network of healthcare methods to analyze, evaluate, and coordinate care plans

for improved patient outcomes, creating improved pathways to modern aging.

The transaction was led by Eric C. Springer, along with David ). Lowe, Jeremy
C. Brown, Maria E. Carnicella, and Jackie E. Horwat on behalf of SGK, and the
incredible senior management team of Cosan Group, led by David Hunt, CEO, and
OM Partners as their investment transaction advisors.

On March 20, 2025, the IRS issued updated guidance for employers who
claimed the Employee Retention Credit (ERC) which contradicted its previous
position. While prior guidance required taxpayers to reduce their wage deductions
in the year the ERC-qualified wages were paid, often requiring many amended
returns, IRS now allows taxpayers to, instead, report the ERC as income in
the year the refund is received. Often times, such refunds were received
many years after the application because of IRS staffing shortages and the
volume of refund requests.

Why It Matters:
« The new guidance may benefit employers who haven't yet amended past
returns, especially where the statute of limitations has closed.

« Employers who previously amended their returns cannot reverse course under
the new rules.

Takeaway:

This conflicting IRS guidance creates a complex decision point for ERC claimants.
Employers should consult with their tax advisors before acting, especially if ERC
claims are still pending or were received after the statute of limitations expired.

Our Tax Group is closely monitoring the situation and is available to advise on
next steps.

Authors:
P Bowman Root IV, Shareholder and Director
Bowman.Root@sgkpc.com | 412-258-6740

Jason Kohanbash, Tax Manager
Jason.Kohanbash@sgkpc.com | 412-258-6761
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Best Lawyers

SGK Attorneys Recognized in the 32nd Edition of The Best Lawyers in America®
and Fifth Edition of Best Lawyers: Ones to Watch® in America

Sherrard, German & Kelly, P.C. is proud to have seventeen lawyers listed in
The Best Lawyers in America with one of them receiving ‘Lawyer of the Year, and two lawyers
recognized in the Best Lawyers: Ones to Watch in America 2026 editions.

The recognitions are as follows:

Eric C. Springer, Managing Shareholder and Director - President,
was recognized as the 2026 “Lawyer of the Year” in Pittshurgh
for Corporate Governance Law.

Walter R. Bashaw, Senior Counsel, was
recognized in Corporate Law.

Robert B. Brown, Jr., Shareholder and Director,
was recognized in Real Estate Law.

Christopher ). Davis, Shareholder and Director,
was recognized in Commercial Litigation.

Suzanne L. DeWalt, Shareholder and Director,
was recognized in Health Care Law and
Litigation - Labor and Employment.

Nathaniel C. Hunter, Senior Counsel, was
recognized in Real Estate Law.

Matt A. Jarrell, Managing Shareholder and
Director, was recognized in Natural Resources
Law and Commercial Litigation.

Richard W. Kelly, Jr. Shareholder and Director,
was recognized in Real Estate Law.

Stanley ). Lehman, Shareholder and Director,
was recognized in Business Organization
(including LLCs and Partnerships), Health Care
Law, Tax Law, and Trusts and Estates.

David ). Lowe, Shareholder and Director, was
recognized in Corporate Law.

Susan ). Messer, Shareholder and Director,
was recognized in Corporate Law.

Gary Philip Nelson, Of Counsel, was
recognized in Bankruptcy and Creditor Debtor
Rights/Insolvency and Reorganization Law,
Business Organizations (including LLCs and
Partnerships), and Litigation - Bankruptcy.

John R. Owen, Counsel, was recognized in
Nonprofit / Charities Law and Trusts
and Estates.

Samuel ). Pasquarelli, Shareholder and
Director, was recognized in Litigation - Labor
and Employment.

W. Chad Pociernicki, Managing Shareholder
and Director, was recognized in Trusts and
Estates.

Raymond M. Roberts, Senior Counsel, was
recognized in Corporate Law.

Nicholas ). Seitanakis, Shareholder and
Director, was recognized in Corporate Law.

Eric C. Springer, Managing Shareholder and
Director - President, was recognized

in Corporate Law, Corporate Governance
Law, Commercial Finance Law, Banking

and Finance Law, and Financial Services
Regulation Law.

Conlan Lynch, Associate, was included

in the 2026 edition of the Best Lawyers:
Ones to Watch® in America for his work in
Business Organizations (including LLCs and
Partnerships), Corporate Law, and Tax Law.

Matthew A. Ryan, Senior Associate, was
included in the 2026 edition of the Best
Lawyers: Ones to Watch® in America for his
work in Business Organizations (including
LLCs and Partnerships), Corporate Governance
and Compliance Law, Corporate Law, Natural
Resources Law, Oil and Gas Law, and Real
Estate Law.

For more information, please visit www.bestlawyers.com.
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MA)JOR TAX LAW CHANGES SIGNED INTO LAW
ON JULY 4, 2025:

KEY IMPACTS:

On July 4, 2025, President Trump signed into law the Senate-passed version
of H.R. 1, “One Big Beautiful Bill Act” (OBBBA). This legislation builds on and
makes permanent several provisions from the 2017 Tax Cuts and Jobs Act
(TCJA) while introducing significant changes to both personal and business
tax policy.

This article highlights select provisions relevant to individuals and
business owners seeking to optimize tax planning, investment structures,
and wealth transfer.

BUSINESS TAX PROVISIONS

Bonus Depreciation

- 100% Bonus Depreciation Reinstated: OBBBA addresses several
significant business tax provisions that were changed by the TCJA.
These provisions include the reinstatement of 100% bonus depreciation,
the ability to immediately expense U.S.-based research and experimental
costs, and the return to a more liberal limitation on business interest
deductions.

- Section 179 expense: The Section 179 expense limit increased to $2.5
million. This tax code provision allows businesses to immediately
deduct the full cost of eligible equipment or property in the year it is
purchased, instead of spreading the deduction over several years through
depreciation.

Qualified Production Property: Introduces a one-time 100% expensing
provision for “qualified production property” (QPP), which applies to
certain commercial real estate.

R&E Expensing
+ Immediate Expensing of Domestic Research: Starting in 2025, businesses
may fully deduct domestic research or experimental (R&E) expenses in
the year incurred. Taxpayers may alternatively elect to amortize over 5
or 10 years.

+ Retroactive Relief: Small businesses may apply the new rules
retroactively to 2022. All taxpayers may elect to accelerate amortization
for capitalized costs from 2022-2024.

INSIDE SGK

Interest Deductibility
« The previous deduction limitation is reinstated, allowing a more
generous deduction for many.

Other Key Business Provisions
REIT Flexibility: The Real Estate Investment Trust (REIT) ownership limit is
increased from 20% to 25%.

Construction Accounting Method Expansion: Apartment and
condominium developers may now use the completed contract method,
expanding beyond just “home construction” projects.

Alternative Minimum Tax (AMT) Changes: Beginning in 2026, intangible
drilling costs must be added back to adjusted financial statement income
for AMT purposes.

Rural Lending Exclusion: Qualifying financial institutions may exclude 25%
of interest income from loans secured by rural/agricultural real estate.

Clean Energy Rollback: Clean energy credits (e.g., for wind and solar
energy) are significantly curtailed for projects not under construction
within 12 months of enactment and not placed in service by 2027.

Section 1202 (QSBS): The Qualified Small Business Stock capital gain
exemption was adjusted to include larger companies.

.

1099-NEC Reporting: Starting in 2026, the threshold to report payments
increases from $600 to $2,000, with annual inflation adjustments.

Employee W-2s will now need to report overtime pay. Further guidance
will be issued.

INDIVIDUAL TAX PROVISIONS

Permanent Rate and Deduction Reforms
- 37% Top Rate Made Permanent: The highest marginal individual tax rate
is now permanent.

+ Bracket Adjustments and Standard Deduction Increases: Starting in 2026,
the standard deduction increases to:
o $31,500 for joint filers;
0 $23,625 for heads of household; and
o $15,750 for single filers.

Pittsburgh Post-Gazette Names Sherrard, German & Kelly, P.C. a Winner
of the Pittsburgh Top Workplaces 2025 Award

Sherrard, German & Kelly, PC. is proud to be
named 5th in the Small Employer Category of
the Top Workplaces 2025 honor by the Pittsburgh
Post-Gazette®. This recognition is based solely
on employee feedback gathered through an

TOP
WORK
PLACES
20202025

Pittsburgh Post-Gazette
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Sherrard, German
&Kelly, P.C.

independent, anonymous survey measuring

more than 10 key drivers of organizational
culture, engagement, and success. In addition, the firm won the Well-Being Award for
prioritizing employee well-being and care for its employees.

“We are proud to receive this award for the sixth consecutive year. It reflects the
strong culture and community our employees have fostered together. This recognition
underscores the positive impact of our continued efforts to support, empower,
and motivate our team. The dedication of SGK employees to our clients and to
one another is what drives our success, and our leadership team is truly grateful
for this acknowledgment,” said Eric C. Springer, SGK's Managing Shareholder and
Director - President.

SHERRARD, GERMAN
& KELLY, P.C.

Eorr—
“'m
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Pass-Through Deduction (Sec. 199A)
+ The 20% Qualified Business Income deduction is made permanent.

Estate and Gift Tax Exemption

- Exemption Raised to $15 Million Per Individual: Effective 2026, the
unified federal estate, gift, and GST tax exemption increases permanently
to $15,000,000 per individual ($30,000,000 per married couple). Annual
inflation adjustments continue.

Charitable Contributions
« Non-itemized Deduction: Up to $1,000 (2,000 for joint filers) allowed for
charitable contributions without itemizing.

+ New 0.5% Floor: Itemizers must meet a 0.5% adjusted gross income floor
before deducting charitable contributions (starting 2026).

SALT Cap Extended and Increased

« The State and Local Tax itemized deduction cap was increased to $40,000
and applies for tax years 2025-2029 with gradual phase-down to $10,000
for incomes over $500,000.

Pease Limitation Repealed

« The prior Pease limitation (reducing itemized deductions by 3% of excess
of adjusted gross income over threshold amount) on itemized deductions
is permanently repealed.

+ New Cap on Deduction Value: The value of itemized deductions is limited
to the 35% tax bracket level for high earners.

Excess Business Loss Limitation Made Permanent
« Losses exceeding the threshold ($250,000 single / $500,000 joint,
indexed) are carried forward as net operating losses (NOLs).

o Under current law, if a business has an excess loss that is
disallowed, it can be converted into a NOL and carried forward to
future years. This creates a one-year timing difference because
the NOL can be used to offset any type of income—business or
nonbusiness—in those future years, subject to an 80% limit on
taxable income. This treatment is beneficial because it allows
taxpayers to use their losses more flexibly and sooner rather than
waiting indefinitely to offset only business income. The OBBBA
keeps this treatment in place, which is good news for taxpayers
with active business losses, as it helps them manage and utilize
their losses more effectively.

Temporary Individual Relief (2025-2028)
+ Tip Income Deduction: Deduction of up to $25,000 annually for tip income
earned in customary tipping occupations.

Overtime Deduction: Up to $12,500 (single) or $25,000 (joint) for qualified
overtime pay.

Vehicle Loan Interest Deduction: Up to $10,000 deduction for interest on
loans for qualified passenger vehicles.

Trump Savings Accounts: New tax-advantaged accounts for children born
between 2025-2028, seeded with a $1,000 federal contribution. Annual
contributions up to $5,000 allowed (after-tax, inflation-indexed).

Takeaways:

The new law provides permanence and planning clarity in key areas that
matter most: bonus depreciation, estate/gift exemptions, R&E expensing,
pass-through deductions, and charitable giving. However, it also introduces
new compliance complexity, particularly with business interest deduction
rules and limitations on itemized deductions.

Individuals, business owners, and family offices should:

Update estate plans to take full advantage of the $15M exemption.

Evaluate trust structures and intergenerational wealth transfers under
the new GST alignment.

Review pass-through income structures for Section 199A eligibility
and optimization.

.

Maximize accelerated depreciation and R&E deductions before any
further legislative changes.

Consider charitable strategy revisions in light of new deduction floors
and caps.

Please note: This explanation is for informational purposes only and does
not constitute tax advice. For guidance and further details specific to your
situation, please contact one of our professionals.

AUTHORS

Joseph R. Kane, Shareholder

Jason Kohanbash, Tax Manager

Jason.Kohanbash@sgkpc.com
412-258-6761

Joseph.Kane@sgkpc.com
412-258-6751
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Pittsburgh Business Times Names Sherrard, German & Kelly, P.C. a Winner of the
2025 Best Places to Work in Western Pennsylvania

PITTSBURGH BUSINESS TIMES

B P ¢ W

2025 BEST PLACES TO WORK

Sherrard, German & Kelly, P.C. is proud to be awarded a winner of the 2025 Best Places to Work in
Western Pennsylvania by the Pittsburgh Business Times.

“It is such an honor to win an award that demonstrates the strong culture of SGK. This wouldn’t be
possible without each team member working to support not only our clients but also each other.
This recognition confirms that we are creating an atmosphere where people feel comfortable,
heard, and respected. All awards are wonderful to receive, but those focused on our employees’
satisfaction and engagement are particularly meaningful,” said Eric C. Springer, SGK’'s Managing
Shareholder and Director - President.
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Nathaniel ). Boring Promoted to Shareholder

Sherrard, German & Kelly, PC. is
pleased to announce that Nathaniel
J. Boring has been promoted to

and Natural Resources practice areas. His practice is
focused on zoning, land use, real estate development,
solar energy, and all aspects of local governance.
He is a skilled advocate for real estate developers,
leveraging his extensive background as a municipal
solicitor to effectively navigate complex laws and
regulations, and facilitate the necessary approvals

continues to serve as the municipal solicitor to
Carnegie Borough and Sewickley Borough.

Shareholder. Mr. Boring is @ member
of the firm’'s Real Estate and Energy

for major land development projects. Mr. Boring

SGK Welcomes Rachel D. Felton to the Firm

Rachel D. Felton is a Shareholder and
Co-Chair of the firm's Employment
Services Group and a member
of the Litigation and Dispute
Resolution practice group. She
provides counsel on a full range of employment
matters, including counseling companies on
day-to-day employee issues, drafting and reviewing
key HR documents, and representing companies
before federal and state administrative agencies and
in court. Her litigation experience includes defending
harassment and discrimination claims, wrongful
termination claims, wage and hour claims under the
Fair Labor Standards Act and Pennsylvania Minimum
Wage Act, and enforcing non-competition and
non-solicitation agreements.

SGK Welcomes Maria E. Carnicella to the Firm

Maria E. Carnicella is Senior

Counsel and a member of the

firm's Corporate Services practice

area. She represents clients in

mergers and acquisitions, public
and private offerings of debt and equity securities,
and corporate governance matters. Ms. Carnicella has
experience counseling the boards, equity holders and
executives of public and privately owned/managed
operating companies, startups, private equity and
venture funds, family offices and independent
sponsors in a wide variety of M&A, venture capital,
and capital markets transactions.

Robert B. Brown, Jr.

recognized for Real Estate.

Shareholder and Director, has been

2025 PA Super Lawyers® list.

Rated by

Super Lawyers'

2025
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Sherrard, German & Kelly, P.C. is proud to
announce that two of its attorneys have been selected to the

Suzanne L. DeWalt
Shareholder and Director, has been
recognized for Employment and Labor.

This Newsletter is privately distributed by Sherrard, German & Kelly, PC. (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.




