=]z INFINITE EQUITY

April 25, 2025

The Honorable Paul Atkins

Chair@sec.gov

Chairman

U.S. Securities and Exchange Commission
100 F Street, N.E. Washington, D.C. 20549

Re: Thoughts on Letter from Committee on Financial Services of 3/31/2025

Dear Chairman Atkins:

We are writing to provide our perspective on the Pay Versus Performance rules, a topic that
continues to generate discussion within the executive compensation and disclosure
landscape. While we recognize that broader regulatory changes may be under
consideration, our comments focus specifically on the Pay Versus Performance disclosure
requirements.

We do not support the full rescission or withdrawal of these rules. However, we strongly
advocate for a simplification of the current framework and propose six targeted
modifications to improve clarity, usability, and effectiveness.

e Modification #1: ELiminate disclosure of non-PEO Named Executive Officers

e Modification #2: Eliminate disclosure of Net Income and the Company Selected
Measure

e Modification #3: Eliminate the requirement to reconcile Compensation Actually
Paid from the Summary Compensation Table

e Modification #4: Correct the mismatch between annual Compensation Actually
Paid and cumulative Total Shareholder Return (TSR)

e Modification #5: Eliminate the additional tabular disclosure of 3-7 incentive
measures

e Modification #6: Eliminate the Performance Graph of Item 201(e) and add a Broad
Index to the TSR comparison in Item 402(v)

Below, we’ve laid out background to the rules, some initial thoughts, and then follow with
detail on our suggested modifications to simplify the rules and create greater clarity for
investors.
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Background

The Pay Versus Performance rules were initially required in 2010 by Section 953(a) of the
Dodd-Frankin 2010.

In August 2022 (12 years after Dodd-Frank and 7 years after the proposed rules were
released), the SEC finalized the adoption of Item 402(v) (“The Pay vs. Performance
Rules”) and required that they be implemented for fiscal years beginning after December
15, 2022. The adoption in 2022 was flawed in that:

v" The comment period was only 30-days.

v' The economic analysis was not an updated although 7 years passed since the
proposed rules were released in 2015.

v' There was a significant change from the proposed rules (a new definition of
Compensation Actually Paid) and no substantive opportunity for the public to engage
on this revision.

The concept tracked by Compensation Actually Paid is conceptually sound and, in the
aggregate, represents the total value of an asset at the date the award transfers
ownership — or the vest date. It is well aligned with ASC718 accounting standards,
supporting consistency across financial reporting. (See Infinite Equity’s comment letter’
about the proposed rules from March 2022). However, the name “Compensation
Actually Paid” is misleading because it is generally not the actual amount that an
individual is paid (when talking about vested but unexercised stock options).

During the three Proxy seasons that the Pay versus Performance rules have been
required, we (Infinite Equity) have helped to implement these disclosures for
approximately 300 companies in each of the required years.

Initial implementation in Year 1 was significant as it required a disclosure of the prior 3
years, representing a transitional one-time catch-up investmentin time and professional
fees for our clients. It required significant historical re-valuations of unvested employee
equity, and significant data cleansing and compilation to calibrate the calculation of
Compensation Actually Paid for both the Principal Executive Officer (PEO) and all the
other Named Executive Officers. Much of the initial investment has already been made,
reducing the burden of ongoing compliance in subsequent years.

Year 2 and Year 3 of compliance were much easier and required fewer re-valuations and
less data work. Technologies and process efficiencies have surfaced to help reduce
preparation time and expense.

T Comment Letter from Infinite Equity, March 3, 2022 (https://www.sec.gov/comments/s7-07-15/s70715-
20118663-271532.pdf)
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e The disclosures offer meaningful value to investors by clearly demonstrating the
alignment between Compensation Actually Paid and company performance. With XBRL
tagging, they enable efficient, data-driven analysis of any pay and performance
disconnects—making the information both transparent and actionable.

o From an Infinite Equity? study on results

Relative TSR: Distribution of Quadrants [ Zones

Zone A Zone B Zone C Total
Quadrant | 15.8% 71% N/A 22.9%
Quadrant 2 216% 24.7% 3.3% 496%
Quadrant 3 1.8% 18.3% 2.3% 22.4%
Quadrant 4 N/A 31% 2.0% 5.1%

The biggest concern of disconnects come from Quadrant 1 / Zone A, which
represented 15.8% of companies, and several hundred companies of the Russell
2000. These companies had significant shortfalls in TSR versus their peers,
however, their Compensation Actually Paid was greater than market pay.

Once these companies with pay and performance disconnects are identified, itis
easier to isolate idiosyncratic reasons for pay versus performance disconnects
such as:

v’ Significant weight on employee stock options during bull markets.

v' Above target payouts for performance incentives, when TSR was less than the
market/peer returns.

v A high stock price at a vesting event, which is the final measurement point of
Compensation Actually Paid.

o Academics have only just started to quantify the results of the new disclosures.
One of the first published studies?® yielded the following:

“Overall, the PVP rule appears to improve the decision-usefulness of executive
pay disclosures by lowering information processing costs, thereby influencing
both investor and proxy advisor voting behavior.”

2 Infinite Equity, The Next Steps in Evaluating Executive Pay vs. Performance, (https://infiniteequity.com/wp-
content/uploads/2024/10/Infinite-Equity-_-The-Next-Steps-in-Evaluating-Executive-Pay-vs.-Performance-_-
WorldatWork.pdf)

3 Dey, Aiyesha and Sensoy, Berk A. and Starkweather, Austin and White, Joshua T., Pay Versus Performance
and Investor Voting Decisions (November 11, 2024). Available at SSRN: https://ssrn.com/abstract=5017414
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We expect the volume of academic research on these disclosures to grow
significantly over time, further validating their relevance and impact on investor
decision-making.

Drawing on our experience implementing these disclosures across hundreds of companies,
we are confident that the following six (6) modifications would meaningfully enhance their
clarity without detracting from their overall value to investors.

Modification #1: Eliminate disclosure of non-PEO Named Executive Officers

The most valuable disclosure is with respect to the Principal Executive Officer (PEO) so
the average of the non-PEO Named Executive Officers (NEO) should be removed. The
average of the non-PEO NEOs creates significant additional preparation time (several
hours per NEO) and detracts from the value because it is often misleading. The average
of non-PEO NEOs can often be misleading due to factors such as:

o The executives disclosed can change from one year to the next.

o New hire executives have different compensation arrangements during the year of
hire than ongoing executives (e.g. larger initial equity grants, pro-rated salaries, and
often no annual incentive).

o There are events upon termination/retirement that cause significant fluctuation in
Compensation Actually Paid, such as acceleration of vesting and forfeiture of
unearned awards.

Because of the detriments of this misleading disclosure and the significant additional
preparation time, it is best to remove the required disclosure of the non-PEO NEOs.

Modification #2: Eliminate disclosure of Net Income and the Company Selected
Measure

The Company Selected Measure (CSM) disclosure is unnecessary. Any discussion of
impactful compensation measures is required to be disclosed in the Compensation
Disclosure & Analysis (CD&A) of the proxy statement. The inclusion of the CSM within
the Pay vs. Performance table does not provide further insight and distracts from the
other numbers. Further, Net Income is disclosed in the company’s financial statements
and can be distracting from the other numbers, especially if GAAP Net Income is not
included within incentive programs.

Modification #3: Eliminate the requirement to reconcile Compensation Actually
Paid from the Summary Compensation Table

The reconciliation requirement adds complexity without delivering meaningful additional
insight and could be streamlined or removed. We believe that financial reports of



registrants have far more significant numbers without requiring such a granular level of
supporting calculations. Therefore, this reconciliation should be removed.

Modification #4: Correct the mismatch between annual Compensation Actually
Paid and cumulative Total Shareholder Return (TSR)

There is currently a mismatch between Compensation Actually Paid (which is a single
year calculation) and Total Shareholder Return (which is a cumulative calculation). This
mismatch complicates the ability to perform meaningful analysis. There are 2 alternative
solutions:

o Alternative A - Add totals to Compensation Actually Paid and the Summary
Compensation Table amount at the bottom of the table. (preferred approach)

o Alternative B — Accumulate the Compensation Actually Paid and the Summary
Compensation Table amounts from the initial disclosure year.

Modification #5: Eliminate the additional tabular disclosure of 3-7 incentive
measures

The additional tabular disclosure of the 3-7 incentive measures is unnecessary and
should be repetitive with the narrative found in the CD&A. This requirement should be
removed.

Modification #6: Eliminate the Performance Graph of Item 201(e), however add a
Broad Index to the TSR comparison in Item 402(v)

The Pay Versus Performance disclosures already include a company Total Shareholder
Return and a Peer Total Shareholder Return, and therefore the Performance Graph of
Item 201(e) is largely duplicative. The Broad Index for TSR (as defined in ltem 201(e)) can
be added to Item 402(v) (Pay versus Performance) and create an opportunity to discuss
the utility of the Performance Graph (in the 10-K). If unnecessary, the duplicative
Performance Graph should be eliminated.



In summary, the six (6) proposed modifications aim to preserve the spirit of the PVP
disclosures while making them more actionable, efficient, and investor-friendly. The
totality of the disclosures could instead be revised to look like the hypothetical chart in
this Appendix, which would represent both the current disclosures under Item 201(e)

and 402(v).

We strongly believe that this valuable investor information should not be eliminated
through a rescission of the rules but agree that the effectiveness of the disclosures
should be strengthened. Beyond the Pay versus Performance disclosures, we also
believe there are many other executive compensation disclosures that could be
streamlined and simplified.

We are prepared to work alongside the SEC to continue to improve compensation
disclosures.

Sincerely,

Jon Burg, FSE, FGE, CEP
Managing Partner, Infinite Equity
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Daniel Coleman, MBA, CEP
Partner, Infinite Equity

inpleth St

Elizabeth Stoudt, NDEF, FGE, CEP
Partner, Infinite Equity

Terry Adamson, NDEF, FGE, CEP
Partner, Infinite Equity

Robyn Shutak, NDEF, FGE, CEP
Partner, Infinite Equity

Miclelle Tomaseth

Michelle Tomasetti, FGE, CEP
Partner, Infinite Equity



Cc: MarkT. Uyeda, Commissioner



Pay Versus Performance

PEO
Summary Compensation Value of $100 Fixed Investment
Compensation Actually Company Industry Index Broad Index

Year Table Paid TSR TSR TSR
($) (A)($) (B)($) (B)($) (B)($)
2024 $21,792,443 $22,912,634 $150.0 $196.3 $203.1
2023 $23,661,834 $26,595,162 $144.0 $163.1 $162.4
2022 $19,668,985 $18,544,322 $148.0 $97.7 $128.6
2021 $19,868,384 $101,103,407 $147.0 $150.0 $157.1
2020 $20,294,496 $20,294,496 $102.0 $105.0 $122.0

TOTAL  $105,286,142 $189,450,021 N/A N/A N/A

A) The amounts shown for CAP have been calculated in accordance with ltem 402({v) of Regulation 5-K
and do not reflect compensation actually earned, realized, or received by the Company’s PEO. CAP

amounts reflect the Summary Compensation Table Total with exclusions and inclusions of certain
amounts for the PEQ. Equity values are calculated in accordance with FASB ASC Topic 718.

B) The Peer Group Total Shareholder Return (“TSR™) set forth in this table utilizes the S&P 500
Financials Index along with the S&P500k The,compatisopassumed$100 was invested for the period
starting December 31, 2019, througithe endsof the listedwyear in the Company and in the S&P 500

Financials Index, respectively.
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