
 

Video Transcript: Five Things You Need to Know About 
Change-in-Control 
 
Laura Hay: With all the merger and acquisition activity, have you thought about all the 

unintended consequences in your change of control agreements? We're 
going to talk about five things that can safeguard your company. 
 
The first thing is to review the change-in-control agreements on an annual 
basis. What we find is that it's always a committee agenda item, but 
oftentimes a conversation is more around who has the contracts, what's in 
them. What you really need to do is look at both the language and your 
situation. For example, there have been a lot of executives that have not 
received bonuses or long-term awards over a period of time because of 
economic circumstances. That's going to change the value of, potentially, 
the severance agreements. That can be good or bad, depending on your 
circumstance, but you need to know what your current situation is, and 
review that on an annual basis. 
 
The second thing is to think about all the likely scenarios. Are you likely to 
be the acquirer? Are you likely to be the seller? The answer may change 
how you think about your change-in-control agreements. For example, if 
you're an acquirer, and you have a situation where you're likely to have one 
change-in-control agreement but be re-negotiating change-in-control 
agreements after a merger with a number of executives, you may want to 
think about, "What would those agreements look like?" What you don't 
want to do is just start thinking as a committee around what kinds of 
provisions you would feel are acceptable, and what provisions would be 
unacceptable in the heat of a transaction. 
 

 The third thing is to make sure that your 280G golden parachute 
calculations are accurate. We often find mistakes in the supplemental 
executive retirement plan calculations. Those are very important, because 
they can end up being considerably greater in a change-in-control situation. 
The other thing to think about is if you do have performance shares that are 
becoming much more prevalent, how you handle those upon a change-in-
control transaction matters. If there's early payout or acceleration of those 
awards, it likely will increase your change-in-control parachute payment. 
 

 The fourth item to consider is how excise taxes are handled. In most 
agreements, we find best after tax cut-backs and agreements that are 
silent. We often find that agreements with cut-backs tend to have the most 
problems when you're in a transaction. 
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The fifth item is remember nothing is free. Investors are sophisticated, and 
they will factor in severance cost into the overall deal price. 
 

 


