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Pay program design

Equity compensation

Nearly all companies (99%) provide an annual equity grant to non-employee directors.

Annual/Recurring stock 54% Restricted stock/RSUs vesting

compensation, prevalence

by award type*

. Common stock 68 A)

= Deferred/Phantom stock % cliff vest after one year
Restricted stock >
Restricted stock units (RSUs) 18% ) Deliver all or - 1 9%

a portion of annual equity value other vesting schedule

14% 14%
% through restricted stock or RSUs. 5
13%
vest immediately upon grant

Source: WTW GEGAT® annual raview of diraetor nav aroarms at S2P 500 aomaanics

3% S&P 500 &% 2lAL] A B R HIE
(£4]  Rebecca (Becky) Burton - Peter Kim, & R4 p, 5)
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124) SEC. 304. [15 U.S.C. 7243] FORFEITURE OF CERTAIN BONUSES AND PROFITS
(a) ADDITIONAL COMPENSATION PRIOR TO NONCOMPLIANCE WITH COMMISSION
FINANCIAL REPORTING REQUIREMENTS. If an issuer is required to prepare an
accounting restatement due to the material noncompliance of the issuer, as a result of
misconduct, with any financial reporting requirement under the securities laws, the chief
executive officer and chief financial officer of the issuer shall reimburse the issuer for—
(1) any bonus or other incentive—based or equity—based compensation received by that person
from the issuer during the 12—month period following the first public issuance or filing with
the Commission (whichever first occurs) of the financial document embodying such financial
reporting requirement; and
(2) any profits realized from the sale of securities of the issuer during that 12—month period.
(b) COMMISSION EXEMPTION AUTHORITY. The Commission may exempt any person from
the application of subsection (a), as it deems necessary and appropriate.
125) SEC. 954. RECOVERY OF ERRONEOUSLY AWARDED COMPENSATION.
The Securities Exchange Act of 1934 is amended by inserting after section 10C, as added by
section 952, the following:
126) § 240.10D—1 Listing standards relating to recovery of erroneously awarded compensation.



(a) Each national securities exchange registered pursuant to section 6 of the Act (15 U.S.C.
78f) and each national securities association registered pursuant to section 15A of the Act
(15 US.C. 780—3), to the extent such national securities exchange or association lists
securities, must:

(1) In accordance with the provisions of this section, prohibit the initial or continued listing of
any security of an issuer that is not in compliance with the requirements of any portion of
this section;

(2) No later than February 27, 2023, propose rules or rule amendments that comply with this
section. Such rules or rule amendments that comply with this section must be effective no
later than one year after November 28, 2022;

(3) Require that each listed issuer:

(1) Adopt the recovery policy required by this section no later than 60 days following the
effective date of the listing standard referenced in paragraph (a)(2) of this section to
which the issuer is subject;

(ii) Comply with that recovery policy for all incentive—based compensation received (as
defined in paragraph (d) of this section) by executive officers on or after the effective
date of the applicable listing standard;

(iii) Provide the disclosures required by this section and in the applicable Commission filings
required on or after the effective date of the listing standard referenced in paragraph
(a)(2) of this section to which the issuer is subject.

(b) Recovery of Erroneously Awarded Compensation. The issuer must:

(1) Adopt and comply with a written policy providing that the issuer will recover reasonably
promptly the amount of erroneously awarded incentive—based compensation in the event
that the issuer is required to prepare an accounting restatement due to the material
noncompliance of the issuer with any financial reporting requirement under the securities
laws, including any required accounting restatement to correct an error in previously issued
financial statements that is material to the previously issued financial statements, or that
would result in a material misstatement if the error were corrected in the current period or
left uncorrected in the current period.

(1) The issuer's recovery policy must apply to all incentive—based compensation received by

a person:

(A) After beginning service as an executive officer;

(B) Who served as an executive officer at any time during the performance period for that
incentive—based compensation;

(C) While the issuer has a class of securities listed on a national securities exchange or a
national securities association; and

(D) During the three completed fiscal years immediately preceding the date that the issuer is
required to prepare an accounting restatement as described in paragraph (b)(1) of this
section. In addition to these last three completed fiscal years, the recovery policy must
apply to any transition period (that results from a change in the issuer's fiscal year) within

HAY YEREEZSTA » 67



or immediately following those three completed fiscal years. However, a transition period
between the last day of the issuer's previous fiscal year end and the first day of its new
fiscal year that comprises a period of nine to 12 months would be deemed a completed
fiscal year. An issuer's obligation to recover erroneously awarded compensation is not
dependent on if or when the restated financial statements are filed.

(i11) For purposes of determining the relevant recovery period, the date that an issuer is
required to prepare an accounting restatement as described in paragraph (b)(1) of this
section is the earlier to occur of:

(A) The date the issuer's board of directors, a committee of the board of directors, or the
officer or officers of the issuer authorized to take such action if board action is not
required, concludes, or reasonably should have concluded, that the issuer is required to
prepare an accounting restatement as described in paragraph (b)(1) of this section; or

(B) The date a court, regulator, or other legally authorized body directs the issuer to prepare
an accounting restatement as described in paragraph (b)(1) of this section.

(ii1) The amount of incentive—based compensation that must be subject to the issuer's recovery
policy (“erroneously awarded compensation”) is the amount of incentive—based
compensation received that exceeds the amount of incentive—based compensation that
otherwise would have been received had it been determined based on the restated
amounts, and must be computed without regard to any taxes paid. For incentive—based
compensation based on stock price or total shareholder return, where the amount of
erroneously awarded compensation is not subject to mathematical recalculation directly
from the information in an accounting restatement:

(A) The amount must be based on a reasonable estimate of the effect of the accounting
restatement on the stock price or total shareholder return upon which the incentive—based
compensation was received; and

(B) The issuer must maintain documentation of the determination of that reasonable estimate
and provide such documentation to the exchange or association.

(iv) The issuer must recover erroneously awarded compensation in compliance with its
recovery policy except to the extent that the conditions of paragraphs (b)(1)(iv)(A), (B),
or (C) of this section are met, and the issuer's committee of independent directors
responsible for executive compensation decisions, or in the absence of such a committee,
a majority of the independent directors serving on the board, has made a determination
that recovery would be impracticable.

(A) The direct expense paid to a third party to assist in enforcing the policy would exceed the
amount to be recovered. Before concluding that it would be impracticable to recover any
amount of erroneously awarded compensation based on expense of enforcement, the issuer
must make a reasonable attempt to recover such erroneously awarded compensation,
document such reasonable attempt(s) to recover, and provide that documentation to the
exchange or association.

(B) Recovery would violate home country law where that law was adopted prior to November



28, 2022. Before concluding that it would be impracticable to recover any amount of
erroneously awarded compensation based on violation of home country law, the issuer must
obtain an opinion of home country counsel, acceptable to the applicable national securities
exchange or association, that recovery would result in such a violation, and must provide
such opinion to the exchange or association.

(C) Recovery would likely cause an otherwise tax—qualified retirement plan, under which
benefits are broadly available to employees of the registrant, to fail to meet the
requirements of26 U.S.C. 401(a)(13) or 26 U.S.C. 411(a) and regulations thereunder.

(v) The issuer is prohibited from indemnifying any executive officer or former executive
officer against the loss of erroneously awarded compensation.

(2) File all disclosures with respect to such recovery policy in accordance with the
requirements of the Federal securities laws, including the disclosure required by the
applicable Commission filings.

(c) General Exemptions. The requirements of this section do not apply to the listing of:

(1) A security futures product cleared by a clearing agency that is registered pursuant to
section 17A of the Act (15 US.C. 78q—1) or that is exempt from the registration
requirements of section 17A(b)(7)(A) (15 U.S.C. 78q—1(b)(7)(A));

(2) A standardized option, as defined in 17 CFR 240.9b—1(a)(4), issued by a clearing agency
that is registered pursuant to section 17A of the Act (15 U.S.C. 78q—1);

(3) Any security issued by a unit investment trust, as defined in 15 U.S.C. 80a—4(2);

(4) Any security issued by a management company, as defined in 15 U.S.C. 80a—4(3), that is
registered under section 8 of the Investment Company Act of 1940 (15 U.S.C. 80a—8), if
such management company has not awarded incentive—based compensation to any
executive officer of the company in any of the last three fiscal years, or in the case of a
company that has been listed for less than three fiscal years, since the listing of the
company.

(d) Definitions. Unless the context otherwise requires, the following definitions apply for
purposes of this section:

Executive Officer. An executive officer is the issuer's president, principal financial officer,
principal accounting officer (or if there is no such accounting officer, the controller), any
vice—president of the issuer in charge of a principal business unit, division, or function
(such as sales, administration, or finance), any other officer who performs a policy—making
function, or any other person who performs similar policy—making functions for the issuer.
Executive officers of the issuer's parent(s) or subsidiaries are deemed executive officers of
the issuer if they perform such policy making functions for the issuer. In addition, when the
issuer is a limited partnership, officers or employees of the general partner(s) who perform
policy—making functions for the limited partnership are deemed officers of the limited
partnership. When the issuer is a trust, officers, or employees of the trustee(s) who
perform policy—making functions for the trust are deemed officers of the trust.
Policy—making function is not intended to include policy—making functions that are not
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significant. Identification of an executive officer for purposes of this section would include
at a minimum executive officers identified pursuant to 17 CFR 229.401(b).

Financial reporting measures. Financial reporting measures are measures that are
determined and presented in accordance with the accounting principles used in preparing the
issuer's financial statements, and any measures that are derived wholly or in part from such
measures. Stock price and total shareholder return are also financial reporting measures. A
financial reporting measure need not be presented within the financial statements or
included in a filing with the Commission.

Incentive—based compensation. Incentive—based compensation is any compensation that is
granted, earned, or vested based wholly or in part upon the attainment of a financial
reporting measure.

Received. Incentive—based compensation is deemed received in the issuer's fiscal period
during which the financial reporting measure specified in the incentive—based compensation
award is attained, even if the payment or grant of the incentive—based compensation occurs
after the end of that period.

127) AMAZON.COM, INC., FORM 10—K, 2023, p. 64.

128) MICROSOFT CORPORATION, FORM 10-K, 2023, p. 92.
129) Meta Platforms, Inc., FORM 10—K, 2023, p 121.

130) Apple Inc., FORM 10—K, 2023, p. 45.
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