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U.S. Securities and Exchange Commission
Division of Corporation Finance
Office of Trade & Services
100 F Street, N.E.
Washington, D.C. 20549-6010

August 8, 2022

Attention: Scott Stringer
Adam Phippen

Re: Shift4 Payments, Inc.
Form 10-K for the Fiscal Year Ended December 31, 2021 Filed March 1, 2022
File No. 001-39313

Dear Messrs. Stringer and Phippen:

We set forth below our responses to the comments of the staff of the Securities and Exchange Commission (the “Staff”) communicated
in its letter addressed to Shift4 Payments, Inc., a Delaware corporation (“Shift4,” “we,” “us,” “our,” or the “Company”), dated June 21, 2022.

For ease of reference, each of the Staff’s comments are reproduced below in bold and are followed by the Company’s responses.

Form 10-K for the Fiscal Year Ended December 31, 2021
Consolidated Statements of Cash Flows, page 86

1. We note your response to comment one. Please explain in greater detail why you consider capitalized acquisition costs and residual
commission buyouts to represent productive assets.

Response: Shift4 respectfully notes that ASC 230 defines productive assets as “assets held for or used in the production of goods or services by
the entity.”

Residual commission buyouts represent amounts paid to third-party distribution partners to acquire their ongoing merchant relationships and
secure non-solicitation rights, which are also classified as intangible assets in our balance sheet. In connection with a buyout, Shift4 acquires
all rights to remaining commissions for the applicable merchant arrangement and for a period of

 



time, the third-party distribution partner agrees to not (i) solicit the merchant to provide any similar merchant services offered by Shift4, (ii)
interfere with or disrupt the current merchant relationship, (iii) induce the merchant to terminate its arrangement with Shift4 or (iv) refer the
merchant to another service provider. These intangible assets provide contractual rights to facilitate ongoing services given that the customers
will continue to be subscribers to Shift4’s end-to-end processing platform over the remaining life of the customer arrangements. Shift4 believes
these are reflective of productive assets given that the intangible assets are directly consumed over time in the provision of service. The assets
are contractual, long-term and amortized over their useful lives.

Unlike residual commission buyouts that are classified as intangible assets in accordance with ASC 350, capitalized acquisition costs are
accounted for as deferred costs under ASC 340-40. Nevertheless, Shift4 believes that the nature and substance of capitalized acquisition costs
are consistent with that of merchant relationship intangible assets. These assets represent the future benefit the Company will receive from the
costs of obtaining a contractual relationship with a new customer enabling the Company the right to service the customer over the specified
relationship period. As such, these are also reflective of productive assets that are directly held for the provision of service.

Additionally, in the basis for conclusions of FAS 95, paragraph 84, the Financial Accounting Standards Board noted that grouping cash flows
into operating, investing, and financing activities “links cash flows that are often perceived to be related…..Those relationships and trends in
them provide information useful to investors and creditors.” Part of the reason that Shift4 acquires other companies is to provide greater,
more meaningful services to its customers or acquire merchant portfolios or relationships. Shift4 believes that the acquisition of other
companies, which are primarily comprised of productive assets as part of businesses acquired and classified as investing activities under ASC
230, should be classified similarly to the payment of residual commission buyouts and capitalized acquisition costs as the nature of these
activities and the related assets are often directly linked to acquiring merchant relationships and securing end-to-end processing agreements.

Shift4 has also observed similar industry practice, whereby asset acquisitions involving the purchase of merchant portfolios and residual
buyouts are classified as intangible assets and investing cash outflows. For example, a leading global provider of payments and financial
services technology solutions classifies residual buyouts as intangible assets, which are defined as when the company “negotiate[s] to pay an
independent sales organization (“ISO”) in exchange for the ISO’s surrender of its right to receive commission payments from the Company
related to future transactions of the ISO’s referred merchants.” These residual buyouts are classified on the statements of cash flows as
“Capital expenditures, including capitalized software and other intangibles” under investing activities.

 



Shift4 respectfully advises the Staff that it believes its capitalized acquisition costs and residual commission buyouts represent productive
assets and are properly classified as investing activities on Shift4’s statements of cash flows.

Form 10-K for the Fiscal Year Ended December 31, 2021
9. Equipment for Lease, Net, page 109

2. We note your response to comment two, specifically that you considered ASC 840 and 842. However, your response did not address
how you considered Rule 5-03.2 of Regulation S-X, as the equipment costs appear to relate directly to your products and services
that generate revenue. Please explain. Additionally, we note you intend to comply with SAB 11.B by revising future filings to
indicate on the face of the statement of operations parenthetically, that cost of sales excludes depreciation of equipment under lease
and refer to the footnote. Please note under SAB Topic 11.B, depreciation and amortization may be excluded from cost of sales if the
line item clearly discloses its exclusion "and" the income statement does not include gross profit.

Response: Shift4 respectfully acknowledges the Staff’s comment and advises the Staff that it anticipates revising its presentation of its
consolidated statements of operations in future filings beginning with its quarterly report on Form 10-Q for the quarter ended September 30,
2022 to remove the “Gross profit” line item and re-label the “Cost of sales” line item to reflect the exclusion of depreciation of equipment
under lease.

If you require additional information or have any questions about this letter, please call me at (516) 817-5207.

Sincerely,

/s/ Nancy Disman

Nancy Disman
Chief Financial Officer
Shift4 Payments, Inc.

 


