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NEW ENTITY FORMATION CHECKLIST

1. Pre-incorporation/formation

* Determine type of entity you would like to create (corporation, limited liability company,
partnership, etc.)

* Check name availability under state law
* Do trademark search for name/logo

* Secure domain names

2. For Corporations - Incorporation
* Choose state of incorporation and registered agent
* Prepare and file certificate of incorporation

* Prepare bylaws

3. Actions of Incorporator

* Appoint board if not named in certificate of incorporation

4. Organizational Meeting (this can be held by unanimous written consent)
* Adopt bylaws
* Elect officers
* Adopt banking resolutions
* Authorize filing of foreign qualifications to do business in other jurisdictions
* Authorize filing of EIN with IRS for tax ID number
* Approve form of specimen Stock Certificate

* Approve issuance of stock

5. State Tax and Corporate Issues

* Register to do business in any applicable foreign jurisdictions

6. Other Organizational Steps
* File trademark registrations
* Obtain directors and officers liability insurance

* Open corporate bank accounts
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EMPLOYMENT CONSIDERATIONS CHECKLIST

1. Independent Contractors Versus Employees

Federal Legal Tests

* See IRS Guidelines for general factors for contractor (1099) versus employee status (W-2)

Basic Federal Factors

* Right to control work
o Schedule and work hours
o Supervision and oversight
o Training and instructions

* Qutside the usual course of business
o Compare services or products offered - are they distinct?
o |s the work performed at your business site or somewhere else?

* Independent “business”
o Type of compensation - flat rate or hourly?
o Supplies/equipment and investment - who supplies?
o Expense reimbursement
o Other clients or attempt to find clients?
o Noncompete limitations for contractors
o Length of relationship - temporary/defined length or long-term

Contractor Agreement - template language/options

State Legal Tests

* Varies by jurisdiction and relevant employment or tax law - may be stricter than federal
standards on classifying individuals as contractors rather than as employees

2. Hiring Your First Employees

Hiring Process

* Job postings
o Align with job description and requirements
o Don't ask “discriminatory” questions
o Don't (in general) ask about criminal arrests and convictions (ban the box)

* Interviews
o Focus on job description and requirements
o Document information received and learned
o Use of social media?
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Offer Letters - template language/options

* Define job, start date, compensation, expected hours, and at-will employment status versus
fixed term

* Optional - confidentiality restrictions? (NDAs, Noncompetes, etc.)

Federal 1-9 Work Authorization Form

Initial Employment Law Obligations
* EIN (federal and state)
* HR systems and benefits administration

* Payroll system + FICA (Social Security), Medicare, and federal (W-4) and state income
tax withholding

* Minimum wage (federal, state, and/or local)

* Overtime wage (exempt/nonexempt)

* Benefits programs

* Workers' compensation (state-based requirements)

* Unemployment compensation (state-based requirements)

* Mandatory notices and posters (federal, state, and/or local)

3. Ongoing Legal Obligations and Costs

Nondiscrimination protections
* Federal - Title VIl and other equal employment opportunity laws

» State/local - varies by jurisdiction, but often more expansive than Title VI

Leave protections/disability accommodations
* Federal - Family and Medical Leave Act (FMLA); Americans with Disabilities Act (ADA)
» State/local - varies by jurisdiction, including paid sick or leave requirements

» Special COVID-19-era obligations under federal, state, or local law

Employee handbooks and policies
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INTELLECTUAL PROPERTY CHECKLIST

1. What is Intellectual Property (IP)?
* Patents (inventions)

* Copyrights (created content - software, videos, photos, websites, books, magazines,
news stories)

* Trademarks (business and/or product names/logos)

* Trade Secrets (computer source code, customer lists, business contacts, manufacturing
processes, product formulations)

* Confidential Information (any business information that should not be disclosed - both company
and third party)

* Personal Information of Employees and Customers (e.g., Personally Identifiable Information (PII),
Personal Health Information (PHI), Electronic Health Records (EHR))

2. Getting Started - Secure Your Core IP
* Decide on business name/logo

* Check if business name/logo is available
o Different from name/logo used by similar business (especially if registered).
o Check if suitable web domain name is available.

* Register your business name/logos/key brands/product names
o Register business name/logos/key brands/product names with US Patent and Trademark
Office and/or State Trademark Office.
o Register your domain name with domain name registrar (check the ICANN website for a list

of registrars).
o Register domain name with US Patent and Trademark Office and/or State Trademark Office.

* Ensure that your business owns (or has license to) all IP used in business:

o All Founders assign all prior IP to company.

o All Employees execute Confidential Information and Inventions Assignment Agreement to
(1) assign to company all IP they create while employees, and (2) agree not to disclose or
misuse company confidential information.

o All Contractors execute Contractor Agreement to (1) assign (preferable) or license all work
product to company, and (2) maintain confidentiality of company information.

o All Website Developers execute Website Developer Agreement to (1) assign all website
code, including any future code or fixes developed for website, to company, and (2) maintain
confidentiality of company information.

* Adopt business policies for:
o Use of Open Source Software.
Use of Third-Party IP (including licensed IP and copyrighted materials).
o Use and Disclosure of Company Confidential Information.
o Data Privacy (Protection of employee and customer data).
IT Security (Protection of computer resources, network and data storage).

o

o


https://www.icann.org/registrar-reports/accreditation-qualified-list.html
https://www.icann.org/registrar-reports/accreditation-qualified-list.html
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3. Protect Your IP Going Forward

* Register your IP

o Patents (US and/or international patent applications) - file patent applications on
differentiating technology.

o Designs (US and/or international design applications) - file design applications for distinctive
ornamental product features.

o Trademarks (US and/or international TM applications) - file trademark applications for key
product names.

o Copyrights - Register with Library of Congress (copyright protection is automatic - but
registration has advantages in litigation).

* Perfect and assert ownership in your IP
o Patents, designs, trademarks, and copyrights should be assigned to company.
o Copyright notices should be applied to company software.
o Use trademark attributions and symbols any time you use your marks in commerce.
o Label and protect your confidential information and trade secrets.

* Train employees on appropriate use and disclosure of company confidential information

* Be careful and consistent with IP agreements
o Don't assign, or grant unreasonably broad licenses to, your IP (e.g., to customer, joint venture
partner, or investo r).
o Try not to offer broad IP representations and warranties, indemnities.

4. Avoid Infringing Third-Party Rights:

* Don't misuse third-party-licensed IP
o Keep track of all licenses that relate to IP, whether software or licensed technology.
o Ensure that employees are aware of and comply with license conditions in agreements
related to third-party IP.
o Don't copy third-party software unless it is explicitly allowed.

* Ensure that your employees know how to safely use open source software (OSS)
° Inappropriate combination of company’'s own software with certain OSS could require
company to publish source code of combination.
o Licenses to be careful of include GPL, LGPL, Eclipse, and Mozilla.
o Confirm that you are using OSS without known security vulnerabilities.
o Confirm that you are using current versions of OSS.

5. Data Security and Privacy

* Know and be sure to comply with laws applicable to data security and privacy, especially health
and medical data and PII.

* Protect confidential information and trade secrets from theft via external network and phishing
attacks, as well as employee theft.
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NEW ENTITY FORMATION RESOURCE LIST

1. Small Business Association Starting a Business Guide:
* SBA: Business Guide

2. Choosing Your Business Structure:

= SBA: Choose a Business Structure

* |RS: Business Structures

3. Registering Your Business:

= SBA: Register your Business

4. Getting State and Federal Tax ID Numbers:
* SBA: Federal and State Tax ID Numbers
* |RS: Employer ID Numbers

5. IRS Starting a Business Checklist:

* |RS: Starting a Business



https://www.sba.gov/business-guide/launch-your-business/get-federal-state-tax-id-numbers
https://www.sba.gov/business-guide/launch-your-business/choose-business-structure
https://www.irs.gov/businesses/small-businesses-self-employed/business-structures
https://www.sba.gov/business-guide/launch-your-business/register-your-business
https://www.sba.gov/business-guide/launch-your-business/get-federal-state-tax-id-numbers
https://www.irs.gov/businesses/small-businesses-self-employed/employer-id-numbers
https://www.irs.gov/businesses/small-businesses-self-employed/starting-a-business
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EMPLOYMENT CONSIDERATIONS RESOURCE LIST

1. Independent Contractors Versus Employees (Federal Resources)

= |RS: Independent Contractor (Self-Employed) or Employee?

* |RS: Understanding Employee vs. Contractor Designation

2. Hiring Your First Employees (Federal Resources)

* Federal 1-9 Work Authorization Form
o USCIS: I-9, Employment Eligibility Verification

* Federal W-4 Tax Withholding Form
o |RS: About Form W-4, Employee’'s Withholding Certificate

* Minimum wage
o DOL: Wages

* Overtime wage
o DOL: Overtime Pay

* Mandatory notices and posters
o DOL.: Fair Labor Standards Act (FLSA) Minimum Wage Poster
o EEOC: "EEQ is the Law" Poster
o DOL: Family and Medical Leave Act (FMLA) Poster

OSHA: Job Safety and Health | It's the Law Poster

DOL: Your Rights Under USERRA Poster

DOL: Employee Polygraph Protection Act (EPPA) Poster

o

o

o

3. Ongoing Legal Obligations and Costs (Federal Resources)

* Employee leave and accommodations
o DOL: Family and Medical Leave Act
o DOL: Families First Coronavirus Response Act | Employee Paid Leave Rights
o EEOC: The ADA | Your Responsibilities as an Employer



https://www.irs.gov/businesses/small-businesses-self-employed/independent-contractor-self-employed-or-employee
https://www.irs.gov/newsroom/understanding-employee-vs-contractor-designation
https://www.uscis.gov/i-9
https://www.irs.gov/forms-pubs/about-form-w-4
https://www.dol.gov/general/topic/wages
https://www.dol.gov/agencies/whd/overtime
https://www.dol.gov/agencies/whd/posters/flsa
https://www.eeoc.gov/employers/eeo-law-poster
https://www.dol.gov/agencies/whd/posters/fmla
https://www.osha.gov/Publications/poster.html
https://www.dol.gov/agencies/vets/programs/userra/poster
https://www.dol.gov/agencies/whd/posters/employee-polygraph-protection-act
https://www.dol.gov/agencies/whd/fmla
https://www.dol.gov/agencies/whd/pandemic/ffcra-employee-paid-leave
https://www.eeoc.gov/laws/guidance/ada-your-responsibilities-employer
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INTELLECTUAL PROPERTY RESOURCE LIST

1. Types of Intellectual Property
* Trademarks (business names, logos, and slogans).
* Copyrights (artistic creations and writings in general).
* Trade Secrets (company secrets).
* Patents (inventions).

* Domain names.

2. Trademark Links
= Search for FREE at USPTQ's Trademark Electronic Search System (TESS).

* Also consider checking for available domain name.

* Registration as low as $225 per class of goods/services if filed online (TEAS)

* You can use ® symbol for registered trademark.

* You can use ™ symbol for unregistered trademark.

3. Copyright Link/Info
* Copyright Registration: $55 if filed online ($35 if it is only one work by one author).

* Common law protection is automatic. You can use © symbol even if not registered.

* You can register up to 10 distinct works in one filing.

4. Patent Links
* |nformation on patent searching from US Patent Office
* Search US patents at US Patent Office

* Google Patents

5. Domain Name Registration

* |[CANN: Information for Domain Name Registrants
» List of ICANN-Accredited Registrars

6. Legal Assistance Is Available from Various Sources, Including

* Lawyers Committee for Civil Rights (LCCR) provides Legal Services for Entrepreneurs (LSE)

* LCCR has clinics, typically the second Thursday of each month in Oakland, California,
from 5-7 p.m.


https://www.uspto.gov/trademarks-application-process/search-trademark-database
https://www.uspto.gov/trademarks/apply
http://www.copyright.gov/
https://www.uspto.gov/patents-application-process/search-patents#heading-1
https://www.uspto.gov/patents/search
https://patents.google.com/
https://www.icann.org/registrants
https://www.icann.org/registrar-reports/accreditation-qualified-list.html
http://www.lccr.com/get-help/economic-justice-legal-services-for-entrepreneurs-lse/
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CARES ACT & CONSOLIDATED APPROPRIATIONS ACT

e The CARES Act, passed in March 2020, included the Keeping Workers Paid and
Employed Act, which provided paycheck protections and loan forgiveness, and
small business contracting relief.

e The Consolidated Appropriations Act, 2021 (CAA), passed in December 2020, is
a $2.3 trillion spending bill that includes $900 billion for coronavirus (COVID-19)
pandemic relief, ~$285 billion of which is dedicated to the extension and
expansion of the Paycheck Protection Program (PPP).

e The new relief package revives the PPP with ~$285 billion, reopening and
strengthening the program for first-time and second-time borrowers, and
extending the lifetime of the program to March 31, 2021.

Morgan Lewis Q



LANDSCAPE OF PPP ROUND 2

e The new iteration of the program targets support to smaller and minority-owned businesses that
may have struggled to gain access to PPP funds during the first iteration of the program:

— Allocates $15 billion each to (1) community lenders and (2) small depository lenders for initial PPP
loans and PPP second draws.

— Earmarks $35 billion for first-time borrowers, $15 billion of which is to fund loans for smaller, first-
time borrowers with 10 or fewer employees or loans of less than $250,000 in low-income areas.

— Apportions $25 billion for second-draw PPP loans for smaller borrowers with 10 or fewer employees
or loans of less than $250,000 in low-income areas.

e The Small Business Administration (SBA) announced that new, first-time PPP loans are available
starting on Monday, January 11 only for community financial institutions. The PPP will open to
all participating lenders shortly thereafter. (Note: Second-draw PPP loans will be available from
community financial institutions beginning on Wednesday, January 13.)

e PPP loan funds will be available on a first-come, first-served basis.

Morgan Lewis (15)



EXPANSION OF PPP:
FIRST-TIME PPP vs. PPP SECOND DRAW

_ FIRST-TIME PPP LOANS PPP SECOND DRAWS

Eligibility Requirements » No more than 500 employees » No more than 300 employees
« Affiliation rules « Affiliation rules

« Have used, or plan to use, the full amount
of original PPP loan

« 25% reduction in revenue in first, second,
or third quarter of 2020 relative to the
corresponding 2019 quarter (can use fourth
quarter of 2020 if application submitted on
or after 1/1/2021)

Maximum Loan Amounts « $10 Million « $2 Million
Tax Treatment » Loan forgiveness is nontaxable » Loan forgiveness is nontaxable
» Business expenses paid with first-time » Business expenses paid with PPP second-
PPP loan funds will be tax deductible draw funds will be tax deductible
Forgiveness » 60%/40% cost allocation between payroll + 60%/40% cost allocation between payroll

Requirements and non-payroll costs and non-payroll costs

Morgan Lewis (16)



FIRST-TIME PPP LOANS

e Loans up to $10 million with a 1.00% interest rate.

e Loan amount: lesser of the $10 million maximum and 2.5x the borrower’s
average monthly payroll for the last 12 months.

e Excludes compensation more than $100,000.

e SBA guarantees 100% of the issued loans during the period of 2/15/2020
through 3/31/2021.

e Loan proceeds can cover payroll costs, group healthcare benefits, mortgage
interest payments, rent, utilities, other debt interest, operations expenditures
(e.g., software), property damage costs, supplier costs, and worker protection
costs (e.qg., PPE).

Morgan Lewis



PPP LOANS

LOAN FORGIVENESS

e Up to 100% loan forgiveness:

— Borrowers receive full loan forgiveness if they spend at least 60% of their PPP loan on
payroll costs over a period of their choosing (a “covered period”) between 8-24 weeks.

e Reductions in loan forgiveness for:
— Greater than 40% used toward non-payroll costs
— Reductions in head count
— Reduction in salaries greater than 25%

e Forgiveness process

Morgan Lewis (18]



PPP LOANS:

APPLYING FOR PPP

e How to apply:

— Apply through any existing SBA 7(a) lender or any federally insured depository
institution, federally insured credit union, and Farm Credit System institution that is
participating.

— Other lending institutions may also be approved and enrolled in the program.

— The application (released 1/8/2021) contains two pages plus instructions.

Morgan Lewis (19)



PPP LOANS:

APPLYING FOR PPP

e Who can apply? These entities affected by COVID-19 may be eligible:

= Any small business concern that meets SBA's size standards (either the industry-based
size standard or the alternative size standard).

= Sole proprietors, independent contractors, and self-employed persons.

= Any business with an NAICS Code that begins with 72 (Accommodations and Food
Services) that has more than one physical location and employs less than 500 per
location.

= Any business, 501(c)(3) non-profit organization, 501(c)(19) veterans organization, or
Tribal business concern (sec. 31(b)(2)(C) of the Small Business Act) with the greater
of 500 employees, or that meets the SBA industry size standard if more than 500, and
certain 501(c)(6) organizations.

Morgan Lewis (20]



PPP LOANS:

THE APPLICATION PAGE 1

Morgan Lewis

iy "
;"r\hﬂ Paycheck Protection Program OB e Coamod New: 3 T
8575 Borrower Application Form Revised January §, 2021 Expirtion Thae. 112011
Check One:  []Sole Proprictor ] Partwership LIC-Corp L1S4orp LJLLC|  DBA or Tradename (if Year of Establishuwent 4T
Independent Contmetor [ISelf-Employed [ndividual applicabley

[15014<)(3) nonprofic [T]56 1e) 6) organ zation

EI501(<)19) verrans organization £ Housing cooperative

O tribal Business [JOther

Applicant (including afiitia s,

Business Legal Name NAICS Code ifapplicable) Meots St

Standard f¢heck one):

[CINo mose than 500 emp oyees
o1 300 employees, it applicable)
[CISBA industry
[CISBA alteruative size standard

Buslness Address (Street, Clty, State, Zip Code - No P.0. Box addresses Buslness TIN (EIN, S%) Business Phone
allow o)

Frimary Coniact Entall Address

x 2.5+ EIDL (Da Not Include
::‘:m“'f g $ Any EIDL Advance) equals | ¢ :"“’I‘;’; ::_
i Loan Request Amount: b
= = s I Covered Operations.
I Payroll Costs ent | Mortaage Interes Tnilities
Pt e £ Payroll Costs £ Rent/ Mortgage Interest | T Unilities B e
Loan {select all
that apply): £ Covered Property | . o B Covered Warker 1 Oither (ex plain):
Damage B Covered Supplier Costs | pvvion Expenditures
Applicant Ownership
Listall owaers of 20% or more of the equity of the Applicant. Attich a separate sheet if necessary
[ Owner Name I Title Address ]

[ @wnership % [TIN (EIN, SSN]
I | |

A i stivns (10, (2), (5), v (8) are answered " ¥es, " the loan will men be approved

Question

I Is the Applicant or any owner of the Applicant presenly suspended, debarrel, progosed for debarment, declared ieligiile,
voluntarily excluded fiom participation in fhis transaction by any Federal department of agency, or presently invelved in any
ankruptey? —

[ Has the Applicant, any owner of the Applicant, or any business owned or controlled by any o€ them, ever obtained a direct or 1 1
muamanteed loan from SBA or any other Federal agency that is {a) cumently delinguent, or {b) has de faulted in the last 7 years and
caused a loss 10 the government? i—

. Is the Applicantor any owner of the Applicant an owner of any other business, or have common mana gement (including a | M—
management agreement) withany other business? If yes, list all such businesses{ including their TINs if available) and deseribe the
seltionship on 4 s ¢ sheet identified as addendum A i—

i~ Did the Applicant an SBA Economic [njury Disaster Loan between January 31, 2020 and April 3, 20207 I yex, provide
details on a separate sheet identified as addendum B.

. |5 the Applicant{if an individual) or any individual ewning 20% or more of the equity of the Applicant presenily incarcerated or, for | |
any felony, presently subject to an indicun ent, eriminal information, armignment, or other means by which formal crim il drarges
are brought in any jurisdiction?
nitial here 10 ¢onfirm your resposse 1o question 5 — [

. Witlin the last 3 years, for any felony nvolving fraud, bribery, embezzlement, or a false statement in 4 loan applieation or an | |
application for feders] financial assistance, or within the last year, for any other felany, has the Applicant (iF an individualy or asy
owner of the Aplicant 1) been convicted: 21 nleaded pulltv: 3) sleaded nelo contendere: or 4)
probation {including probation before judwmenty?
Initial here 1o confim Your response toquestion f— | |

d any form of parele or

I the United States the principal place of residence fo all em ployees included i the Applicant's paymll calculation above?

s the Applicanta fmnchise!
_ s the franchise listed in the SBA's Franchise Directory? IF yes, ener the SBA Franchise Identifics Code here:

Business type, address, name, year of establishment,
NAICS code, and other contact and identifying information

Whether the business meets the size standard (i.e., SBA
industry standard, 500 employees for first-time, or 300
employees for second-time)

Monthly payroll information and number of employees

Purpose of the loan (payroll costs, rent/mortgage interest,
utilities, covered operations expenditures, covered property
damage, covered supplier costs, covered worker protection
expenditures, or other)

List of all owners of 20% or more of the equity of the
applicant

Questions regarding borrower reliability, credit history, and
legal history

Whether the business received an EIDL loan between
1/31/20 and 4/3/20 (note: nuanced situation)

Principal place of business (i.e., United States)

Whether the applicant is a franchise that is listed in the
SBA’s Franchise Directory @



PPP LOANS:

THE APPLICATION PAGE 2 (CERTIFICATIONS)

By

ing Below. ¥ ou Make the Following Representatons, Authorizations, and Certifications

Teartify drat:

[liave read the statements included in this form, including the Stements Requirod by Law and Executive Onders, and | understand them
The Applicant is cligible 1o receive a loan under the rules in effect af the time this application is submitied fiat have been issuad by the Small
Business Administration {SBA ) and the Department of the Treasury { Treasury) implementing the Paychock Protoction Program wnder Division A,
Title 1 of the Cosonavins Aid, Relief, and Economic Security Act (CARES Acth and the Economie Aid to Hard-Hit Small Businesses, Nonpro fits,
and Venses Aet (the Payehieck Protection Program Rules).

The Applicant, wgether with its affiliates {if applicable), (1] is an independent contractor, self-employed individual, or sole proprictor with no
employees; (2) if nota housing cooperative, eligible 56 (e} 6) organization, or eligible destination marketing organization, employs no more than
the greater of S0 employecset, if applicable. thesize standard in numberof cmployees estab lished by SBA in 13 C.F R. 121.201 forthe Applicant’s
industry. (3) if a housing cooperative, eligible $01e)6) organization, ot eligible destination marketing organization, employs ne mere tan 300
employees; (4) if NAICS 72, employs no mose than 500 employees per physieal lecation: {5) if a news organization than is majority owned of
contralled by s NAICS code 511110 or 5151 business or a nonprofit public broadeasting ently with a rade or business under NAICS code 511110
8151, empl mose than 5 loyes for, ifapplicable, the size standard innumber o femployoes established by SBA in 13 C.FR. 121.201
for the Applicant’s indusiry) per location; or {6) s 3 small business under the applicable revenuc-based size standard established by SBA in 13
CFR. 121201 for the Applicant's industry of wnder the SBA altem stive size standard

[ will comply, whenever applicable, with the eivil rights and sther lmitations in this fm

Al loan proceads will be used only for business-related purposes as specified in the lean application and consistent with the Paycheck Protection
Program Rules ineluding the prohibition on using lean procceds for lobbying setivities and expenditures. 1T Applicant is a news organization that
tecame eligitle for a loan under Seetion 317 of e Econemic Aid to Hard- Hit Small Businesses, Nonprofits, and Venues Act, preceeds of fizloan
will e wsed 10 Suppont os ponses a1 the compon ent of the business concern that produees or distributes locally focused o emergency information.

I understand that SBA encourages the purciase, o the exiont feasible, of American-made equipment and products

The Applicant is not engaged in any activity that is illegal under federal, state or local liw,

Any EIDL loan received by the Applicant (Section T(b)(2) of the Small Business Act) between January 31, 2020 and April 3, 2020 was for &
purpose other than paying paysell coss and other allowable uses for loans under the Paycheck Prowetion Frogram Rulos.

For Applicants whoase individuals! T authoriz: the SBA torequest criminal recond information about me fom eriminal justice agencies for the purpose of

determining my

ility for programs authorized by the Small Business Act, a5 amended

The suthorized representative of the Applicant must cenify in poed faith 10 all of the below by Initialing next 1o cach one:

The Applicant was in operation on Febnuary 15, 2020, has not permanently closed, and was eifher an eligible self-emploved individual,
independent centmetor, of sole proprictorship with no employees, or had employees For whom it paid salaries and paysoll taxes or paid independ ent
contmeto s, as reportod on Formis) 1099 MISC

Current econemic uncertainty makes this boan fequest neossary 1o support the o ngoing operations of the Applicant.

The funds will be used 10 retain workess and mainwin payroll; or make payments for mongage inverest, rent, wilitics, coverad operations
expenditures, covered proponty tamape costs, covered supplior costs, and covered werker proteetion expenditures 4 speeificd under the Paychock
Protection Program Rules; | understand that if the funds are knowingly usel for unauthorizol puspeses, the federal government may hold me
legally liable, such as for charges of fraud.

1 understand it loan forgiveness will be provided for the sum of documented payrell costs. eovered morigage interest payments, coverad rent
payments, covered uilitics, coverad operafions expenditures, eovered property damage costs, covered supplier cests, and coverad worker
profection expenditures, and not more than 40% o the forgives amount may be for non-payroll costs. If required, the Applicant will provide to
ihe Lender andior SBA documentation verifying the number of full-ime equivalent employees on the Applicant’s payroll s well s the dollar
amounts of eligible expenses for the covered period Following this lean.

The Applicant has not and will 1ot reevive another ban under the Payeheck Proteetion Program, section 7(a)(36) of the Small Business Act{13
US.C 636a) 36)) {this docs not inc lude Paycheck Protection Program second draw leans, section T(5)(37) of the Small Business Aet (15U S.C
6IGENITH

The Applicant s not and will not receive a Shutiered Venue Operator grant from SBA

The Prosident, the Vice President, the head of an Exeeutive department, or a Member of Congress, or the spouse of such person as dewrmined
under applicable common law, does not directly or indirectly held a controlling interest in the Applicant, with such trms having the meanings
provided in Section 322 of the Economic Aid t Hard-Hit Small Businesses, Nonprofits, and Venues Act.

The Applicant is not an issuer, the securities of which are listied on an exchange registered as 8 national securities exchange under soction & of the
Securities Exchange Aet of 1934 (15 USC.78f)

I Fusther cerfify that dhe information provided in this applicatien and the information provided in all supporting documents aud forms is true and
accurate in all material respects. | understand that knowinyly making a fike statement to obiain a guarantced loan from SBA s punishable under
the law, including under |81 S.C. 1001 and 3571 by imprisonmient of 1ot more than five vears and‘or  fine 0 Tup 1o S250,000, under 15 1U.8.C
prisen ment of not mose than 1wo years and‘or a fine of not mere: dien $5.000; and, if submitted 10 a federally insured instinton, under
1014 by Imprisonment of net more than hiny yoars andlor a fine of not more than S1OMO00.

1 aeknowledge that the Lender will con fim the eligible loan amount wsing requited documents submitted. | understand, acknowledge, and agrec
that the Lender can share any tax infermation that [ have provided with SBA’s suthor [z0d representatives, ineluding suthorized represenntives of
e SBA Office of lnspector General, for the purpose of compliance with SBA Loan Program Requirements and all SBA reviews.

L]
Moirgan Lewis
Signature of Authorized Representative of App licant Date

Print Name Title

Confirm business was in operation on February 15, 2020

Necessity:

—  Borrowers must take into account “their current business activity and
their ability to access other sources of liquidity sufficient to support
their ongoing operations in a manner that is not significantly
detrimental to the business.”

— Itis unlikely that a company with substantial market value and
access to capital markets will be able to make the required
certification in good faith, and such a company should be prepared
to demonstrate to the SBA, upon request, the basis for its
certification. This certification and all other aspects of a PPP
application carry significant fraud risk.

Use of funds (i.e., to retain workers and maintain payroll or to make
payments for approved expenditures (see slide 19))

Promise to provide lender with required documentation verifying
employees, payroll costs, and other allowable costs

For initial PPP loans, cannot have already received a PPP loan (note:
companies may now be eligible for PPP second draws, subject to
requirements)

Acknowledgement of 60%/40% payroll costs and non-payroll costs
allocation rule for forgiveness

Applicant cannot be a public company (“issuer”)
Applicant cannot also receive a Shuttered Venue Operator grant

Truth and accuracy of information



PPP LOANS:

MATERIALS NEEDED TO APPLY

When applying for a PPP loan, lenders will typically ask for all or some of the following

materials:

Copies )of government-issued IDs or Passports (for individual controlling parties and beneficial
owners

Tax documentation (e.g., executed W-9s)
Organization chart (showing ownership structure)

Evidence of formation (e.g., articles of incorporation/operating agreements/partnership
agreements, good standing certificates, bylaws, unexpired business licenses

e Lenders will also require that borrowers complete a Know-Your-Customer (KYC) or Customer
Iﬁenfti}’lication Program (CIP) Questionnaire, which typically involves answering questions about
the following:

Name, address, and other identifying information
Entity type

Nature of business

Annual revenue

Controlling party information

Morgan Lewis



PPP LOANS:

LOAN AMOUNT CALCULATION, NO EMPLOYEES

e Calculation Steps:
— Step 1: Find your 2019 or 2020 IRS Form 1040 Schedule C line 31 net profit amount (discussed on upcoming slide).

Q If you are using 2020 to calculate payroll costs and have not yet filed a 2020 return, fill it out and compute the value.

a gpt;]if amount is more than $100,000, reduce it to $100,000. If this amount is zero or less, you are not eligible for a
oan.

— Step 2: Calculate the average monthly net profit amount (divide the amount from Step 1 by 12).
— Step 3: Multiply the average monthly net profit amount from Step 2 by 2.5.

— Step 4: Add the outstanding amount of any Economic Injury Disaster Loan (EIDL) made between January 31, 2020 and April
3, %020 that you seek to refinance.

Q Do not include the amount of any advance under an EIDL COVID-19 loan (because it does not have to be repaid).

« Important Guidance:
— You need to submit a Schedule C to qualify for a PPP loan:

O You must provide the Form 1040 Schedule C (whichever year’s form you used for the calculation) with your PPP loan
application to substantiate the applied-for PPP loan amount and an IRS Form 1099-MISC detailing nonemployee
compensation received, invoice, bank statement, or book of record that establishes that you are self-employed.

— If you are using 2020 to calculate the loan amount, this is required regardless of whether you have filed a 2020 tax
return with the IRS. You must provide a 2020 invoice, bank statement, or book of record to establish you were in
operation on or around February 15, 2020.

Morgan Lewis
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PPP LOANS:

LOAN AMOUNT CALCULATION, W/ EMPLOYEES

. Calculation Steps:

—  Step 1: Compute 2019 or 2020 payroll (using the same year for all items) by adding the following:

Q Your 2019 or 2020 Form 1040 Schedule C &discussed on upcoming slide) line 31 net profit amount (if you are using 2020 and have not yet filed a 2020
return, fill it out and compute the value), up to $100,000 on an annualized basis, as prorated for the period during which the payments are made or the obligation to
make the payments is incurred, if this amount is more than $100,000, reduce it to $100,000, if this amount is less than zero, set this amount at zero;

Q 2019 or 2020 gross wages and tips paid to your employees whose principal place of residence is in the United States computed using 2019 or 2020 IRS Form 941
Taxable Medicare wages & tips (line 5c- column 1) from each quarter plus any pre-tax employee contributions for health insurance or other fringe benefits excluded
from Taxable Medicare wages & tips; subtract any amounts paid to any individual employee in excess of $100,000 on an annualized basis, as prorated for the period
dugir_\ vmicrl]]thte g:gygntents aae made or the obligation to make the payments is incurred and any amounts paid to any employee whose principal place of residence is
outside the Unite es; an

Q 2019 or 2020 employer contributions to employee group health, life, disability, vision and dental insurance (portion of IRS Form 1040 Schedule C line 14 attributable
to those contributions); retirement contributions (Form 1040 Schedule C line 19); and state and local taxes assessed on employee compensation (primarily under
state laws commonly referred to as the State Unemployment Tax Act or SUTA from state quarterly wage reporting forms).

—  Step 2: Calculate the average monthly amount (divide the amount from Step 1 by 12).

—  Step 3: Multiply the average monthly amount from Step 2 by 2.5.

—  Step 4: Add the outstanding amount of any EIDL made between January 31, 2020 and April 3, 2020 that you seek to refinance.
Q Do not include the amount of any advance under an EIDL COVID-19 loan (because it does not have to be repaid).

¢ Important Guidance:
—  You need to submit a Schedule C to qualify for a PPP loan:

O  You must supply your 2019 or 2020 (whichever you used to calculate the loan amount) Form 1040 Schedule C, Form 941 (or other tax forms or equivalent payroll
processor records containing similar information) and state quarterly wage unemployment insurance tax reporting forms from each quarter in 2019 or 2020
_(fwhid|1_ev§|r you used to calculate the loan amount) or equivalent payroll processor records, along with evidence of any retirement and health insurance contributions,
if applicable.

— A payroll statement or similar documentation from the pay period that covered February 15, 2020 must be provided to establish you were in operation on February 15, 2020.

Morgan Lewis (25)



PPP LOANS:

FORM 1040 SCHEDULE C

SHEDIREC Profit or Loss From Business [ Gua i
(Form 1 (Sote Propristorship) 5—2@20
Ougrtmast o o Trassay ¥ Go o wwwirs. gov/ScheduleC for instructions and the latest information. i
rtamal s Sarv (5 | Attach o Form 1040, 1040-8R, 1040-NR, or 1041; parinerships generally must file Form 1085, | sacuence o 08
Nama of propristor ‘Bocial securily numbser (SEN)

A

Frincipal business or profession. inclhuding product ar

B Entar cade rem insrucsisas
LSS ISR

[

Business name. H no saparate business reme. jeave bank.

Business address [ciuding suite ar room o) ¥

T Emetove [ numbar R e wr T
B EE LR

City, town ar poet offcs, stass, and ZIF code

F o focutgmemos () [Cmh (@ DAccul (3 [otherispecity b | L
& Did you * icipate” in the operation of this 20007 1Mo, see instructions for i on losses o= L
H M yous st o e this busiens cheing 2020 check here .
1 Did you make any payments in 2020 that wouid require you 1o file Fosmis| HmQ’?Smnsbu sons Ye= Mo
J4 if “Yes,” did you o wil you file required Formis) 10867 o= No
Tnsome
U ol o e Sy skt s W e o Y
Form 'W-2 and the “Statutory empiayee” box on thet farm was checked |1
2 Petumsendalowances . . . . .. .. oL oL L oL . L 2
3 Subwract lne 2 fom line 1 s [2]
4 CostofgosdssoMfromlined2) . . . . . . . . . . . 4
§ Grossproft Subtractlnedfomined . . . .. . . .o . s o|E
& Other income, inclucding federal and state gasoline or fusf tax credt or refund fsee mstuctions) . . . . | 8 |
7 Gross income. Add ines § and 6 s sk 7
XN Expenses. Enter expenses for business Uss of your home only on fne 30
8 Advesssing . . . o | 18 Office eupense (ses instructionz) | 18 |
B o i i 18 Persionand prafit-sharing pians . | 19 |
o | 20 Rert or bease fsee instructionsk g
0 [ro | 8 Vehickes, machinery, snd equiment | 20a |
1 Contract labar fsee mtrucsions] | 11 | b Otherbusiness property - . . [ 90k
12 Depletion 12 21 Aepais and 21
L] 22 Supplies jnot included in Partily . | 22 |
23 Taxes and fcenses N
13 24 Travel snd meals:
Vi By ot i a Tawel. ... oL .o 24a
fatherthan e ine 19 . | 14 b Dedustible mesls fsee.
16 Insurance fother then heathl | 15 msrutions . . .. .. . 246
16 Interest (e instructions): o ML o e s [2s |
a  Morbgage (paid bo banks, sic) | 16a | 26 ‘Wages less employment credits) . | 28
boothe . .. .. . [1e] 272 Other sxpenses (rom ine 48) . . | 273
AT L and 17 b Reservedforfutweuss . . . |27b
28 Total expanses before expanses for busiess use of home, Add lnes Bthrougn 27a . . . . & |28
20 Tentative prof or foss), Subtract ine 28 fromEne . . L . . . . ... .. ..o . z
30 Expensas for busiess se of your home. Do not recort these expenses sewhere. Attach Form BI28
triless using the simpified methed. See instucions.
Simpified method flers only: Ersar the total square foctage af i) your home:
e b the part of your hame used for business: . Use the Sirglified
Methad Worksheel in the insiructions to figure the amount tn enteronfne 30 . . . . N
31 Net profit or {lass). Sublrect fine 30 from fe 28
* It 2 proft, enter on both Schedule 1 (Form 1040}, line %, and on Schedule SE, line 2. [ you
checkad the bax on ine 1, see Matructions). Estates and trusts, enter on Form 1041, line 3. Las |
* faioss, you must go to line 32.
32 I you havea loas, check the bax that describes yau investment i this sctiity. See instructans,

I you chackes 32a, anter the loss o0 oth Schedude 1 (Form 1040, e 3, and on Schedule
SE, line 2 (Il you checked the bax on line 1. see the line 31 instruchons|. Extates and tnssts, enler on
Form 1041, line 3.

= 1 you checked 32h, you must attach Form 8138 Your loss may be limited

32a [ Ml iwestment is of risk
32b T Some investment is not
at sk

FFor Paperwark Reduction Act Notice, see the separate instructions.

Morgan Lewis
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‘Sehadule C [Farm 1080 2030

e Schedule C can be found here: https://www.irs.gov/pub/irs-pdf/f1040sc.pdf.

e IRS instructions for Schedule C can be found here: https://www.irs.gov/pub/irs-

pdf/i1040sc.pdf.

e  Principal business — provide the general field or activity and the type of product or service;
also provide type of customer or client if relevant to wholesale/retail trade/services

e Business name; employer identification number; business address; type of accounting
method (cash, accrual or other); and other |dent|fy|ng information

e Income:

Gross receipts

Returns and allowances

Cost of goods sold (completed on pg. 2 of the form)

Gross profit = gross receipts — returns and allowances — cost of goods sold

Gross income = gross profit + other income (see instructions for specific “other income” that can
be included)

e  Expenses:

Run through various expense types, by line item, and total these on line 28.

e Net profit/loss:

Gross income — total expenses = tentative profit/loss

Net profit/loss = tentative profit/loss — expenses for business use of your home (see instructions
for more information).

O Net profit/loss is included from Schedule C for the PPP loan application



SMALL BUSINESS ADMINISTRATION GUIDANCE

e 60% Payroll Costs Rule

e Partnerships (K-1 income)

o Affiliation Rules and Minority Shareholders

e $100,000 Payroll Cost Threshold

» Professional Employer Organizations & Payroll Providers
e 12-Month Payroll Cost Calculation

e Size Atandards and “Affiliation”

o Necessity Certification

Morgan Lewis (27)



PPP LOANS

RISKS

e The government will be watching how these funds are spent. The Act funds
extensive oversight mechanisms to prevent and uncover fraud and waste.

e Even if you win, government investigations can be time-consuming, expensive,
and intrusive.

e If you are investigated and lose, there are serious risks associated with any
fraud in connection with these funds.

Morgan Lewis @



EXTENSION OF PPP:

BORROWER ELIGIBILITY

e The PPP will be extended through March 31, 2021.

e First-time borrowers under the new PPP extension will be subject to the
program’s original eligibility rules (except for publicly traded companies).
— Any entity that, together with its domestic and foreign affiliates, does not meet the 500-

employee or other applicable PPP size standard is ineligible for a PPP loan. Please visit
our LawFlash on the first iteration of the PPP for more information.

e A business organization not in operation on February 15, 2020 is not eligible
for a PPP loan.

Morgan Lewis (20]



EXPANSION OF PPP:

PPP SECOND-DRAW ELIGIBILITY

e Applicants must satisfy all of the following criteria:
— Employ no more than 300 employees.

— Note: Businesses with multiple locations that are eligible entities under the initial PPP
requirements may employ no more than 300 employees per physical location in order
to be eligible for a PPP second draw.

— Have used, or plan to use, the full amount of their entity’s original PPP loan.

— Demonstrate at least a 25% reduction in revenue in the first, second, or third quarter of
2020 relative to the corresponding 2019 quarter. Applications submitted on or after
January 1, 2021 may use revenue from the fourth quarter of 2020 compared to the same
quarter in 2019 to satisfy eligibility.

Morgan Lewis (30)



EXPANSION OF PPP:

PPP SECOND-DRAW LOAN AMOUNTS

e PPP second draws will have a maximum loan amount of $2 million for each
applicant entity.

¢ To calculate the amount of the PPP second draw, borrowers will receive the lesser
of (1) an amount of up to 2.5x the average monthly payroll costs in one year prior
to the loan or the calendar year, or (2) $2 million.

— Notable exception: Applicants in the accommodation and food services industries, as
designated by the SBA, are eligible to receive a loan for the lesser of (1) 3.5x their

average monthly payroll or (2) $2 million.

Morgan Lewis (31)



EXPANSION OF PPP:

PPP SECOND-DRAW LOAN FORGIVENESS

e Borrowers must allocate at least 60% of the PPP funds toward payroll costs (i.e.,
a 60%/40% cost allocation between payroll and non-payroll costs).

e Borrowers of a PPP second-draw loan are eligible for loan forgiveness equal to the
sum of their payroll costs, as well as covered mortgage, rent, and utility
payments; covered operations expenditures; covered property damage costs;
covered supplier costs; and covered worker protection expenditures incurred
during the covered period.

e Similar to the tax treatment for initial PPP loans, loan forgiveness on PPP second
draws will be nontaxable, and business expenses paid with PPP second-draw
funds will be tax deductible, all effective for tax years ending after the date of
enactment of the associated provision of the bill.

Morgan Lewis (32)
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VIEW OUR CORONAVIRUS COVID-19 RESOURCE PAGE >

SUBSCRIBE TO RECEIVE OUR DAILY DIGEST OF CORONAVIRUS
COVID-19 ALERTS >




Our Global Reach

Africa Latin America
Asia Pacific Middle East
Europe North America

Our Locations

Abu Dhabi Moscow
Almaty New York
Beijing* Nur-Sultan
Boston Orange County
Brussels Paris

Century City Philadelphia
Chicago Pittsburgh
Dallas Princeton
Dubai San Francisco
Frankfurt Shanghai*
Hartford Silicon Valley
Hong Kong* Singapore*
Houston Tokyo

London Washington, DC
Los Angeles Wilmington
Miami

Our Beijing and Shanghai offices operate as representative offices of Morgan, Lewis & Bockius LLP. In Hong Kong, Morgan, Lewis & Bockius is a separate

°
°
M OI g q n LeWI S Hong Kong general partnership registered with The Law Society of Hong Kong. Morgan Lewis Stamford LLC is a Singapore law corporation affiliated with
Morgan, Lewis & Bockius LLP.
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