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Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of

Certain Officers.
 
(c)           On March 26, 2010, Comfort Systems USA, Inc. (the “Company”) appointed Brian E. Lane as President and Chief Operating Officer of the
Company.  Mr. Lane’s appointment is made in connection with succession planning for the Company’s Chief Executive Officer, William F. Murdy, and Mr.
Murdy’s anticipated retirement as Chief Executive Officer in the second quarter of 2011. Mr. Lane, who is 53 years old, has served as Executive Vice
President and Chief Operating Officer of the Company since January 1, 2009. Mr. Lane joined the Company in October 2003, and served as Vice President
and then Senior Vice President for Region One of the Company until January 2009. Prior to joining the Company, Mr. Lane spent 15 years at Halliburton, a
global provider of products and services to energy, industrial, and government customers, including employment by Brown and Root, an engineering and
construction company.  During his tenure, he held various positions in business development, strategy, and project activities, including the position of
Regional Director of Europe and Africa. Additionally, he held the position of Vice President at Kvaerner, an international engineering and construction
company.  Mr. Lane earned a Bachelor of Science in Chemistry from the University of Notre Dame and an MBA from Boston College.  Mr. Lane will
continue to be a beneficiary of the Company’s Executive Severance Policy and has a Change-in-Control Agreement that contains a non-compete provision
and also provides for a Change-in-Control payment equal to two times Mr. Lane’s annual base salary plus the greater of his current bonus or the average of
the prior three years’ bonuses (whichever is greater).  Effective April 1, 2010, Mr. Lane’s base salary was increased to $305,000 USD, and it is anticipated
that his annual performance initiative will consist of a performance component as well as a discretionary component and will, in the aggregate, range from 0
percent to 145 percent of his annual salary.
 
(e)       On March 25, 2010, the Compensation Committee of the Board of Directors of the Company (the “Compensation Committee”) adopted the 2010
Senior Management Annual Performance Plan, and authorized certain equity grants under the Company’s Long-Term Incentive Plan. The Named Executive
Officers are Mr. Murdy, Chairman of the Board of Directors and Chief Executive Officer; Mr. Lane, President and Chief Operating Officer; Mr. William
George, III, Executive Vice President and Chief Financial Officer; Ms. Julie S. Shaeff, Senior Vice President and Chief Accounting Officer; and Mr. Trent T.
McKenna, Vice President and General Counsel.
 

2010 Incentive Compensation Plan for Executive Officers
 
The annual incentive compensation for the Named Executive Officers is provided under a shareholder approved plan intended to satisfy the

requirements for deductibility of performance-based compensation under Section 162(m) of the Internal Revenue Code.  The plan consists of two distinct



elements.  The first element of the plan rewards the senior executives of the Company for obtaining certain earnings per share (“EPS”) target thresholds (the
“Objective Bonus”).  The second element of the plan rewards the achievement of certain performance metrics individualized for each executive (the
“Subjective Bonus”).

 
For the Objective Bonus, the Compensation Committee has set a bonus range based on a target that is correlated with the Company’s annual EPS. 

The range for the Objective Bonus for Messrs. Murdy, Lane, and George will be 20 percent to 150 percent of 90 percent of their respective annual base
salaries.  For Ms. Shaeff and Mr. McKenna the range for the Objective Bonus will be 20 percent to 150 percent of 30 percent of their respective annual base
salary.  The Objective Bonus is 0 until a certain EPS threshold is met; it then scales from 20 percent to 50 percent on a straight-line basis as it moves from 77
percent of the EPS target to 100 percent of the EPS target.  Should the Company’s performance exceed the EPS target, it then scales from 50 percent to 150
percent on a straight-line basis as it moves from 100 percent of the EPS target to 172 percent of the EPS target.  With regard to the Subjective Bonus, each
executive is reviewed individually and at the sole discretion of the Compensation Committee is awarded a bonus within a set range of potential outcomes
based on a percentage of annual base salary.  For Messrs. Murdy, Lane, and George, the range is 0 to 100 percent of 10 percent of annual base salary; for Ms.
Shaeff and Mr. McKenna, the range is 0 to 100 percent of 20 percent of annual base salary.
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Long-Term Incentive Plan Grants
 
The Compensation Committee further determined grants under the Company’s Long-Term Incentive Plan.  These grants were determined based on

the closing price of the Company’s common stock on March 25, 2010, the date the Compensation Committee met to approve the grants.  These grants
consisted of an award of performance stock as well as a grant of options.  The performance stock awards have both tenure and performance vesting
requirements.  It is granted on a three-year equal vesting schedule, and vests only if the Company meets certain performance requirements prior to each of the
three vesting periods.  If the performance threshold is met, the performance stock awards vest on a sliding scale from 0 to 100 percent of the portion of the
award scheduled to vest on a straight-line basis.  The number of shares vesting may also be reduced by the Compensation Committee on a discretionary
basis.  The option grants vest on a three-year schedule and do not have a performance vesting requirement. Additionally, the Compensation Committee, as
part of its annual compensation risk analysis, amended Section 7(a)  of the Company’s Restricted Stock Award Agreements dated March 26, 2008 and March
26, 2009 to address an inconsistency between short-term and long-term targets and to correspond with the performance thresholds established in the
Company’s most recent Performance Restricted Stock Award Agreement, which is dated March 25, 2010.

 
The 2010 awards were granted to the following executives for the purpose of providing an incentive for those individuals to work for the Company’s

long-term success:  Mr. Murdy was granted 52,277 shares of performance stock and 43,564 options.  Messrs. Lane and George were granted 22,948 shares of
performance stock and 19,124 options respectively.   Ms. Shaeff and Mr. McKenna were granted 9,119 shares of performance stock and 7,599 options
respectively.

 
The foregoing description of the 2010 performance restricted stock awards does not purport to be complete, is intended only as a summary and is

qualified in its entirety by reference to the complete text of the agreement filed herewith and incorporated herein by reference.
 

Succession Bonus
 

On March 25, 2010, the Compensation Committee also approved a bonus award to Mr. Murdy in connection with the succession transition of the Chief
Executive Officer role. The bonus award will be provided to Mr. Murdy on April 1, 2010, and will consist of a combination of cash and equity with a
combined value of $500,000 USD. As previously disclosed, Mr. Murdy will receive a second payment of $1,000,000 USD (in either cash or equivalent
equity) upon the actual election by the Board of Directors of the successor candidate to Chief Executive Officer of the Company.
 
Item 9.01                     Financial Statement and Exhibits.
 
(d)       Exhibits.
 
10.1         Form of Performance Restricted Stock Award Agreement
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SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the

undersigned hereunto duly authorized.
 
 
  

COMFORT SYSTEMS USA, INC.
   
   
 

By: /s/ Trent T. McKenna
  

Trent T. McKenna, Vice President and
  

General Counsel
 
Date:  March 30, 2010
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Exhibit 10.1
[NAME]

 
COMFORT SYSTEMS USA, INC.

2006 Equity Incentive Plan
Performance Restricted Stock Award Agreement

 
Comfort Systems USA, Inc.
675 Bering Drive, Suite 400
Houston, Texas  77057
 
Ladies and Gentlemen:
 

The undersigned (“Employee”) (i) acknowledges that he or she has received an award (the “Award”) of performance restricted stock from Comfort
Systems USA, Inc., a Delaware corporation (the “Company”), under the Company’s 2006 Equity Incentive Plan (the “Plan”), subject to the terms set forth
below and in the Plan; (ii) further acknowledges receipt of a copy of the Plan as in effect on the date hereof; and (iii) agrees with the Company as follows:

 
1.                                       Effective Date.  This Agreement shall take effect as of March [##], [####], which is the date of grant of the Award.
 
2.                                       Shares Subject to Award.  The Award consists of [####] shares (the “Shares”) of common stock of the Company (“Stock”).  Employee’s

rights to the Shares are subject to the restrictions described in this Agreement and the Plan (which is incorporated herein by reference with
the same effect as if set forth herein in full) in addition to such other restrictions, if any, as may be imposed by law.  In the event that any
provision of this Agreement is inconsistent with the terms of the Plan, the terms of the Plan shall govern.

 
3.                                       Meaning of Certain Terms.  Except as otherwise expressly provided in this Agreement, all terms used herein shall have the same meaning

as in the Plan.  The term “vest” as used herein with respect to any Share means the lapsing of the restrictions described herein and in the
Plan with respect to such Share, which entitles Employee to transfer the Share and to retain such Share after a termination of employment.

 
4.                                       Nontransferability of Shares.  The Shares acquired by Employee pursuant to this Agreement shall not be sold, transferred, pledged,

assigned or otherwise encumbered or disposed of until such time as they become vested under Section 7 of this Agreement.
 
5.                                       Forfeiture Risk.  Except as provided in Section 7(c) of this Agreement, if Employee ceases to be employed by the Company and its

subsidiaries for any reason, including death, any then unvested Shares acquired by Employee hereunder shall be immediately forfeited upon
such termination with no consideration due to Employee.  Employee hereby (i) appoints the Company as his or her attorney-in-fact to take
such actions as may be necessary or appropriate to effectuate a transfer of the record ownership of any such Shares that are unvested and
forfeited hereunder, (ii) agrees to deliver to the Company, as a precondition to the issuance of any certificate or certificates with respect to
unvested Shares hereunder, one or more stock powers, endorsed in blank, with respect to such Shares, and (iii) agrees to sign such other
powers and take such other actions as the Company may reasonably request to accomplish the transfer or forfeiture of any unvested Shares
that are forfeited hereunder.

 

 
6.                                       Retention of Certificates.  Any certificates representing unvested Shares shall be held by the Company.  Employee agrees that the Company

may give stop transfer instructions to the depository to ensure compliance with the provisions hereof.
 
7.                                       Vesting of Shares.  The Shares acquired hereunder shall vest in accordance with the provisions of this Section 7 and applicable provisions of

the Plan, as follows:
 

(a)                                  (i)            If the Committee determines that, for the prior 12-month period preceding the first scheduled vesting date set forth in
Section 7(b) herein, the Company did not have positive earnings from its continuing operations, all as determined and reported in
accordance with generally accepted accounting principles in the Company’s regularly-prepared financial statements, excluding the
following non-cash items: (A) good will impairment; (B) write-off of debt costs; (C) restructuring charges; and (D) any cumulative
effect of a change in accounting principles, Employee shall immediately and irrevocably forfeit all of the Shares with no
consideration due to Employee.

 
(ii)           If the Committee determines that for the 12-month period prior to the date that such Shares are scheduled to vest under
Section 7(b) herein the Company’s prior 36-month performance did not achieve 60% of the average 3-year trailing EBITDA or
EPS target (whichever the case may be) as set by the Committee under the average of the Company’s prior 3-year Senior
Management Incentive Programs, then Employee shall immediately and irrevocably forfeit all of the Shares scheduled to vest on
such date with no consideration due to Employee.
 

(b)                                 Subject to Section 7(a) above and Sections 7(c) and 7(d) below, and provided that Employee is then, and since the date of grant has
continuously been, employed by the Company or its subsidiaries, then the Shares shall vest as follows:

 
[#####] on May 15, [####];

 
[#####] on April 1, [####]; and

 
[#####] on April 1, [####].

 
provided, however, that, not withstanding anything to the contrary in Section 7(a) above or this Section 7(b), any unvested Shares
that have not earlier been forfeited shall vest immediately in the event of (i) a “Change in Control,” as defined in Employee’s
change in control agreement, if any, with the Company, or (ii) if Employee and Company have not entered into a change in control
agreement, in the event the Company experiences a “Change in Control” as defined herein.
 



(c)                                  Notwithstanding anything to the contrary in Section 7(b) above, if Employee retires from the Company at a time when the sum of
his or her age in whole years and his or her years of service with the Company (as determined in a manner consistent with the
method used for purposes of determining vesting under the Comfort Systems USA, Inc. 401(k) Plan) is at least 75, Employee shall
be deemed to satisfy the continuous employment condition set forth in Section 7(b) 

 

 
on each vesting date following retirement.  The number of Shares that vest will in all cases be determined in accordance with the
provisions of Section 7(a) above.

 
(d)                                 Notwithstanding anything to the contrary in Sections 7(a), 7(b), or 7(c) above, the Committee may, in its sole discretion, reduce the

number of Shares vesting on any date pursuant to this Award, and may cause any unvested Shares under this Award to be forfeited,
based on the individual performance of Employee as compared with specific individual goals, which may be based on objective or
nonobjective factors related to Employee’s performance.

 
8.                                       Legend.  Any certificates representing unvested Shares shall be held by the Company, and any such certificate shall contain a legend

substantially in the following form:
 

THE TRANSFERABILITY OF THIS CERTIFICATE AND THE SHARES OF STOCK REPRESENTED HEREBY ARE
SUBJECT TO THE TERMS AND CONDITIONS (INCLUDING FORFEITURE) OF THE COMPANY’S 2006 EQUITY
INCENTIVE PLAN AND A PERFORMANCE RESTRICTED STOCK AWARD AGREEMENT ENTERED INTO BETWEEN
THE REGISTERED OWNER AND COMFORT SYSTEMS USA, INC.  COPIES OF SUCH PLAN AND AGREEMENT ARE ON
FILE IN THE OFFICES OF COMFORT SYSTEMS USA, INC.
 

As soon as practicable following the vesting of any such Shares the Company shall cause a certificate or certificates covering such Shares to
be delivered to Employee.
 

9.                                       Voting Rights; Dividends, etc.  As of the date of grant, Employee shall have the right to vote the Shares (to the same extent as any other
holder of Stock), and the right, subject to this Section 9, to receive dividends on the Shares, unless and until the Shares are forfeited as
provided for in Section 7 of this Agreement.  Unless the Committee determines otherwise, payment of any cash dividend, additional shares
of Stock, any other securities of the Company and any other property distributed with respect to the Shares shall be deferred until the Shares
vest and are no longer subject to forfeiture under the terms of this Agreement (and shall be subject to forfeiture upon forfeiture under
Section 7 above of any unvested Shares to which such deferred dividends relate). The dividends or distributions allocable to the Shares shall
be paid or delivered to the Participant on the vesting date for the Shares to which the dividends or distributions relate, but only to the extent
such Shares vest under the terms of this Agreement.

 
10.                                 Sale of Vested Shares.  Employee understands that he or she will be free to sell any Share only once it has vested, subject to (i) satisfaction

of any applicable tax withholding requirements with respect to the vesting or transfer of such Share; (ii) the completion of any
administrative steps (for example, but without limitation, the transfer of certificates) that the Company may reasonably impose; and
(iii) applicable company policies and the requirements of federal and state securities laws.

 
11.                                 Certain Tax Matters.  Employee expressly acknowledges the following:
 

a.                                       Employee has been advised to confer promptly with a professional tax advisor to consider whether Employee should make a so-
called “83(b) election” with respect to the Shares.  Any such election, to be effective, must be made in accordance with applicable
regulations and within thirty (30) days following the

 

 
grant date of this Award.  The Company has made no recommendation to Employee with respect to the advisability of making such
an election.

 
b.                                      The award or vesting of the Shares acquired hereunder, and the payment of dividends with respect to such shares, may give rise to

“wages” subject to withholding.  Employee expressly acknowledges and agrees that his or her rights hereunder are subject to his or
her satisfaction of any applicable tax withholdings associated with such award, vesting or payment by:  (i) delivering cash
(including check, money order or wire transfer made payable to the order of the Company), (ii) having the Company withhold a
portion of the Shares to be delivered hereunder having a Fair Market Value equal to the minimum tax withholding amount for such
taxes, or (iii) delivering to the Company shares of Stock having a Fair Market Value equal to the minimum tax withholding amount
for such taxes.

 
12.                                 Definition: Change in Control.  For the purpose of Section 7(b)(ii) herein, a “Change in Control” shall be deemed to have occurred if:
 

a.                                       any person (including any “person” within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities Exchange Act of 1934, as
amended, and more than one person acting as a group), other than the Company, or an employee benefit plan of the Company, or
any entity controlled by either, acquiring directly or indirectly the beneficial ownership of any voting security of the Company and
if immediately after such acquisition such person is, directly or indirectly, the beneficial owner of voting securities representing
50% or more of the total voting power of all of the then-outstanding voting securities of the Company, provided that if any one
person, or more than one person acting as a group, owned more than 50% of the total fair market value or total voting power of
Company stock as of the date of this Agreement, the acquisition of additional stock by the same person or persons shall not be
deemed to be a Change in Control;

 
b.                                      the date a majority of the following individuals are replaced during any 12-month period by directors whose appointment or

election is not endorsed by a majority of the members of the Company’s Board of Directors before the date of the appointment or
election: (i) the individuals who, as of the date hereof, constitute the Board of Directors of the Company (the “Original Directors”);



(ii) the individuals who thereafter are elected to the Board of Directors of the Company and whose election, or nomination for
election, to the Board of Directors of the Company was approved by a vote of at least two-thirds of the Original Directors then still
in office (such directors becoming “Additional Original Directors” immediately following their election); and (iii) the individuals
who are elected to the Board of Directors of the Company and whose election, or nomination for election, to the Board of Directors
of the Company was approved by a vote of at least two-thirds of the Original Directors and Additional Original Directors then still
in office (such directors also becoming “Additional Original Directors” immediately following their election); or

 
c.                                       any one person, or more than one person acting as a group, acquiring (or who has acquired during the 12-month period ending on

the date of the most recent acquisition by such person or persons) assets from the Company that have a total gross fair market
value equal to or more than 50% of the total gross fair market

 

 
value of the assets of the Company immediately before such acquisition or acquisitions.

 
13.                                 Non-Competition Agreement.  Employee will not, during the period of employment by or with the Company, and for a period of twelve (12)

months immediately following the termination of employment, for any reason whatsoever, directly or indirectly, on his or her own behalf or
on behalf of or in conjunction with any other person, company, partnership, corporation or business of whatever nature:

 
a.                                       engage, as an officer, director, shareholder, owner, partner, joint venturer, or in a managerial capacity, whether as an employee,

independent contractor, consultant or advisor, or as a sales representative, or make guarantee loans or invest, in or for any business
engaged in the business of mechanical contracting services, including heating, ventilation and air conditioning, plumbing, fire
protection, piping and electrical and related services (“Services”) in competition with the Company or any of its affiliates within
seventy-five (75) miles of where the Company or any affiliated operation or subsidiary conducts business if within the preceding
two (2) years Employee has had responsibility for, or material input or participation in, the management or operation of such other
operation or subsidiary;

 
b.                                      call upon any person who is, at that time, an employee of the Company or any of its affiliates in a technical, managerial or sales

capacity for the purpose or with the intent of enticing such employee away from or out of the employ of the Company or any
affiliate;

 
c.                                       call upon any person or entity which is at that time, or which has been within two (2) years prior to that time, a customer of the

Company or any affiliate for the purpose of soliciting or selling Services; or
 
d.                                      call upon any prospective acquisition candidate, on Employee’s own behalf or on behalf of any competitor, which acquisition

candidate either was called upon Employee on behalf of the Company or any affiliate or was the subject of an acquisition analysis
made by Employee on behalf of the Company or any affiliate for the purpose of acquiring such acquisition candidate.

 
Notwithstanding the above, the foregoing agreements and covenants shall not be deemed to prohibit Employee from acquiring as an
investment not more than one percent (1%) of the capital stock of a competing business whose stock is traded on a national securities
exchange or on an over-the-counter or similar market.  It is specifically agreed that the period during which the agreements and covenants
of Employee made in this Section 13 shall be effective shall be computed by excluding from such computation any time during which
Employee is in violation of any provision of this Section 13.
 

14.                                 Remedies in the Event of Breach.  If the Company determines that Employee is not in compliance with the agreements and covenants set
forth in Section 13 above, and such non-compliance has not been authorized in advance in a specific written waiver from the Company, the
Committee may, without limiting other remedies that may be available to the Company, cause all or any portion of the Award to be
forfeited, whether or not previously vested, and may require Employee to remit or deliver to the Company the amount of any consideration
received by Employee upon the sale of any Shares delivered

 

 
under the Award.  Employee acknowledges and agrees that the calculation of damages from a breach of the foregoing agreements and
covenants would be difficult to calculate accurately and that the remedies provided for herein are reasonable and not a penalty.  Employee
further agrees not to challenge the reasonableness of this provision even if the Company rescinds or withholds the delivery of Shares
hereunder or withholds any amount otherwise payable to Employee as an offset to effectuate the foregoing.

 
15.                                 Entire Agreement.  The Plan and this Agreement constitute the entire agreement of the parties and supersede in their entirety all prior

undertakings and agreements of the Company and Employee with respect to the subject matter hereof.
 

 

Very truly yours,
  
  
  
 

[NAME]
 

The foregoing Performance Restricted Stock
Award Agreement is hereby accepted:
 
COMFORT SYSTEMS USA, INC.
 
 
By:

  

  



Signature
   
   
 

[NAME]
 

Its: [TITLE]
 

 


