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Is the company’s CEO worth it? 
A new SEC rule require companies to disclose remuneration alongside 
financial indicators and peers in a tabular format. This is expected to 
enhance pay versus performance scrutiny.   
 

 
Photo by Jeremy Bezanger on Unsplash 

 

CEOs of American companies are gearing up to disclose if they’re worth what 
they are being paid.  

On August 25, 2022, the US Securities and Exchange Commission (SEC) adopted 
new rules, implementing the much delayed ‘measures of pay versus company 
performance’ disclosures.  

These final rules require public companies to disclose executive compensation 
alongside their financial performance and compare these with a tightly defined 
set of peers. All this together with a commentary on how the compensation paid 
to its senior executives relate to the company’s financial performance. These 
measures are expected to cover a five-year period – with three years for smaller 
companies.  

https://unsplash.com/@unarchive?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText
https://unsplash.com/s/photos/measure?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText
https://www.sec.gov/rules/final/2022/34-95607.pdf
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True, most US public companies already include pay-for-performance disclosures 
in information statements. And the final rules are similar to the analysis that is 
currently performed by proxy advisory services. Still the current pay-for-
performance disclosures will likely need to be re-worked in order to comply with 
these new rules.  

 For one, SEC has now standardized and codified the disclosures and extended 
the rules to all ‘named executive officers.’ The SEC disclosure rules require 
companies to report no less than three (- and no more than seven) financial 
measures, which are the most important metrics used by the company to 
determine pay. This enables an IT company to report margins and revenue 
growth, while a bank can report non-performing loans.  Companies can 
additionally give non-financial measures - although not in a tabular format.   

It bears emphasising that the SEC, uncharacteristically, has chosen not to pursue 
a wholly principles-based approach as this “would limit comparability across 
issuers and within issuers’ filings over time, as well as increasing the possibility 
that some issuers would choose to report only the most favourable information.”  
The SEC Chair, Gary Gensler too saw merit in harmonizing these disclosures. 
Gensler said, “the rule makes it easier for shareholders to assess a public 
company’s decision-making with respect to its executive compensation policies.” 
Further, “this rule will help investors receive the consistent, comparable, and 
decision-useful information they need to evaluate executive compensation 
policies.” There is merit in having standardized data in one place.  

This focus on compensation came about following the 2007-08 US-led financial 
crisis, which is now believed to be as much a consequence of misalignment of 
incentives as much as on account of lax lending standards that fuelled a housing 
price bubble. During the years leading up to the crisis executives received multi-
million pay packages for taking excessive risks, which, when the bets turned 
sour, had the public taxpayers cleaning up after. The ‘fix’ was the Dodd-Frank 
Wall Street Reform and Consumer Protection Act, which rooted for greater 
oversight over the financial system as well as transparency in opaque areas, 
which included compensation. 

Since then, the US market has asked for disclosures on the ratio of the median 
annual total compensation of employees to the annual total compensation of 
the chief executive officer. The rules also provided for what is referred to as ‘say-
on-pay’, a non-binding shareholder vote on executive compensation, atleast 

https://www.sec.gov/news/statement/gensler-statement-pay-vs-performance-082522
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every three years. The new ‘pay versus performance’ rule are part of a longer 
series of steps to strengthen compensation linked practices. 

As in the US, Indian companies disclose the CEO compensation relative to the 
median employee pay. And unlike the ‘say on pay’ rules, which given their non-
binding nature, are in practice are nothing but an opinion poll on the CEO’s 
salary, boards need shareholder approval before they cut the cheque. Despite 
these tighter voting norms, CEO salary in India exceeds revenue and profit 
growth. This is because ‘promoters’ get to vote on their salaries. No surprises 
that all vote “I am worth it.”  

Even as Indian listed companies have strengthened their overall disclosures 
substantially, even being ahead of global norms in some respects, they lag 
behind on compensation related disclosures.  

Globally, there is a far more open discussion regarding the compensation and 
its various elements: fixed, variable, retirals, long-term incentives. What are the 
parameters that determine the payout including the performance, both 
quantitative and qualitative. Who are the peers. They invariably have a provision 
and disclose the circumstances under which salary will be clawed back. In 
contrast, the sweeping compensation approvals Indian companies seek– 
amounts, annual increases, bonuses, stock-options, have investors struggling to 
unpack what the underlying logic of the pay-outs is. This gets all the more 
troubling given the sums involved.   

The trajectory of recent rules has not been to regulate the salary paid or the way 
a company incentivises its leadership. This greater freedom and flexibility must 
go hand in hand with more robust compensation related practices and 
disclosures. And as global investors get attuned to the new SEC rule linking pay 
with performance more tightly, the more progressive Indian companies will 
voluntarily adopt these, and others will start to do so under pressure from their 
investors or risk getting left behind – which cannot be worth it.  

 
A modified version of this blog was published in Business Standard on 20 September 2022. 
To read the blog click this link or copy this URL to your browser: https://www.business-
standard.com/article/opinion/say-on-pay-is-your-company-s-ceo-worth-it-
122091901333_1.html 

 

Related research and Links -> 

https://www.iiasadvisory.com/institutional-eye/money-for-nothin-and-your-eso-ps-for-free
https://www.business-standard.com/article/opinion/say-on-pay-is-your-company-s-ceo-worth-it-122091901333_1.html
https://www.business-standard.com/article/opinion/say-on-pay-is-your-company-s-ceo-worth-it-122091901333_1.html
https://www.business-standard.com/article/opinion/say-on-pay-is-your-company-s-ceo-worth-it-122091901333_1.html
https://www.business-standard.com/article/opinion/say-on-pay-is-your-company-s-ceo-worth-it-122091901333_1.html
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Link to SEC statements and rules 

1. Pay Versus Performance: Final Rules 
https://www.sec.gov/rules/final/2022/34-95607.pdf 

2. Pay versus Performance: Fact sheet 
https://www.sec.gov/files/34-95607-fact-sheet.pdf 

3. Pay versus Performance: Press release 
https://www.sec.gov/news/press-release/2022-149 

4. Statements on Pay versus Performance rules 
i. Gary Gensler, Chairperson 

https://www.sec.gov/news/statement/gensler-statement-pay-vs-   performance-
082522 

ii. Jamie Lizarraga, Commissioner 
https://www.sec.gov/news/statement/lizarraga-statement-pay-vs-performance-
082522 

iii. Caroline A. Crenshaw, Commissioner 
https://www.sec.gov/news/statement/crenshaw-statement-pay-vs-performance-
082522 

iv. Mark T. Uyeda, Commissioner 
https://www.sec.gov/news/statement/uyeda-statement-final-rule-related-pay-
versus-performance-082522 

v. Hester M. Peirce, Commissioner 
https://www.sec.gov/news/statement/peirce-statement-pay-vs-performance-
082522 

 
IiAS – Related Research 

1. Money for nothing and you’re ESOPs for free 
https: //www.iiasadvisory.com/institutional-eye/money-for-nothin-
and-your-eso-ps-for-free 

 
 

2. The missing ‘S’ in CEO compenation  
https://www.iiasadvisory.com/institutional-eye/the-missing-s-in-ceo-
compen-ation 

 
 
3. Investors seek greater clarity on CEO compensation 

https://www.iiasadvisory.com/institutional-eye/investors-seek-better-
clarity-on-ceo-pay 
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Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The 
information contained herein is solely derived from publicly available data, but we do not represent that it 
is accurate or complete and it should not be relied on as such. IiAS shall not be in any way responsible for 
any loss or damage that may arise to any person from any inadvertent error in the information contained 
in this report. This document is provided for assistance only and is not intended to be and must not be taken 
as the basis for any voting or investment decision and/or construed as legal opinion/advice. The user 
assumes the entire risk of any use made of this information. Each recipient of this document should make 
such investigation as it deems necessary to arrive at an independent evaluation of information referred to 
in this document (including the merits and risks involved) and exercise due diligence while using this report. 
The discussions or views expressed may not be suitable for all investors. The information given in this 
document is as of the date of this report and there can be no assurance that future results or events will be 
consistent with this information. This information is subject to change without any prior notice. IiAS reserves 
the right to make modifications and alterations to this document as may be required from time to time; 
however, IiAS is under no obligation to update or keep the information current. Nevertheless, IiAS would be 
happy to provide any information in response to specific queries. No copyright infringement is intended in 
the preparation of this document. Neither IiAS nor any of its affiliates, group companies, directors, 
employees, agents or representatives shall be liable for any damages whether direct, indirect, special or 
consequential including lost revenue or lost profits that may arise from or in connection with the use of this 
information. This report may cover listed companies (the ‘subject companies’); IiAS may hold a nominal 
number of shares in some of the subject companies to the extent disclosed on its website and/or these 
companies might have subscribed to IiAS’ services or might be shareholders of IiAS. IiAS and its research 
analyst(s) do not have any financial interest in any of the subject companies except to the extent disclosed 
on its website. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This 
information should not be reproduced or redistributed or passed on directly or indirectly in any form to any 
other person or published, copied, in whole or in part, for any purpose without the written permission of 
IiAS. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen 
or resident of or located in any locality, state, country or other jurisdiction, where such distribution, 
publication, availability or use would be contrary to law, regulation or which would subject IiAS to any 
registration or licensing requirements within such jurisdiction. The distribution of this document in certain 
jurisdictions may be restricted by law, and persons in whose possession this document comes, should 
inform themselves about and observe, any such restrictions. The information provided in these reports 
remains, unless otherwise stated, the copyright of IiAS. All layout, design, original artwork, concepts and 
other Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form 
or for any purpose whatsoever by any party without the express written permission of the copyright holders. 
 
Other Disclosures 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024) dedicated to providing 
participants in the Indian market with independent opinions, research and data on corporate governance 
issues as well as voting recommendations on shareholder resolutions of about 800 listed Indian companies 
(https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting advisory 
reports, standardized services under the Indian Corporate Governance Scorecard, and databases 
(www.iiasadrian.com and www.iiascompayre.com). There are no significant or material orders passed 
against the company by any of the Regulators or Courts/Tribunals.  
 
This article is a commentary on general trends and developments in the securities market. 
  

https://www.iiasadvisory.com/iias-coverage-list
http://www.iiasadrian.com/
http://www.iiascompayre.com/
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About IiAS 
Institutional Investor Advisory Services India Limited (IiAS) is an advisory firm, dedicated 
to providing participants in the Indian market with independent opinions, research and 
data on corporate governance issues as well as voting recommendations on shareholder 
resolutions for over 900 companies that account for over 95% of market capitalization.  
 

IiAS provides bespoke research, valuation advisory services and assists institutions in 
their engagement with company managements and their boards.  

 
IiAS has equity participation by Aditya Birla Sunlife AMC Limited, Axis Bank Limited, Fitch 
Group Inc., HDFC Investments Limited, ICICI Prudential Life Insurance Company 
Limited, Kotak Mahindra Bank Limited, RBL Bank Limited, Tata Investment Corporation 
Limited, UTI Asset Management Company Limited and Yes Bank Limited. 
 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024). 
 

 

 

  


