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o We note t}ﬁt there are ﬂgmﬁezﬁﬁ éﬁmcelﬂﬁréé fo méiuémg mﬁ _f sdemption f& 1t

~ employee stock options. For public companies, the SEC’s Accounting Series Release No. 268,
Redeemable Preferred Stocks, and its interpretations, will require such awards to be classified
outmde permanent equity. Further, we believe that most entities wish to avoid the income
statement volatility associated with liability accounting. Providing a contingent cash settlement
feature would, at best, defer liability classification of an instrument that ulﬁmatchr is settled in
cash; nonetheless, the entity eventually will be eJcpesed to income statement anatzhty if the cash

o redemptwn feature ever becemes exmb%e

of Statement 123(R), an entity could achiev

-

U Bty we m to ﬁmt IRETRIIESLEL] pirhs uld
" the same economics of a ceﬁtﬂlgent, fgé mable option by providing the employee witha
contingent redemption right on the shares uaéafymg a Bei-sbare settled option. As discussed

o pre*ewasly, such an emplagea stﬁck opﬁen waaid be eﬁgibk: fer eqwty ﬂlassxﬁcaimn

er ne I'ifﬁ' apprbgn&te to aﬁﬂ te ﬂ'm
on models for different types of -

| eﬁampie chaﬂge in mﬁtfﬁl” featm'es in seme cases are Im'gzgerai wfacfn a saﬂgle shafehokder, or
group of shareholders acting together, acquire as little as 2!} to 30 percent of the employer’s

- common stock. They can &Isa ‘Bae ta-ﬁggereé Ey ehﬂges m Bosz rd composition, as well asupona
Anv atter defiz change in control features would be subject
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