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The recent market volatility caused by the coronavirus (COVID-19) pandemic has caused precipitous drops in the stock
prices of many companies, reducing the value of outstanding equity awards and potentially jeopardizing the effectiveness
of these awards to reward and retain employees. In particular, some companies may find that the exercise prices of their
outstanding options and stock appreciations rights now substantially exceed the company’s current stock price. This
memorandum sets forth key considerations for companies in this position and offers possible approaches that may
enable companies to continue to retain and incentivize employees amid the ongoing market volatility, while taking into
account the reaction from their shareholders and the proxy advisory firms.
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If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.

Jeffrey P. Crandall Edmond T. FitzGerald
+1 212 450 4880 +1 212 450 4644
jeffrey.crandall@davispolk.com edmond.fitzgerald@davispolk.com

Adam Kaminsky Kyoko Takahashi Lin
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adam.kaminsky@davispolk.com kyoko.lin@davispolk.com

Chaoyuan (Charles) Shi Veronica M. Wissel
+1 212 450 3346 +1 212 450 4794
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This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.

This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further details.
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