




Summary of Executive Compensation Requirements 
Applicable to Recipients of TARP Funds

Requirement Emergency Economic Stabilization 
Act of 2008 (“EESA”)1 Interim Final Rules For Capital Purchase Program (“CPP”)2 Treasury Guidelines3 American Recovery and Reinvestment 

Act of 2009 (“ARRA”)4

Annual Compensation 
Cap

None. None. Exceptional Assistance:  Caps annual compensation for 
SEOs at $500,000, except for restricted stock awards 
(“Annual Cap”).

Capital Access Programs:  Subject to Annual Cap.  
Companies can waive Annual Cap (i) by disclosing their 
compensation, and, (ii) upon request, having a non-binding, 
“say on pay” shareholder resolution.

None.

Compensation 
Clawbacks

Required for bonus and incentive compensation paid to an 
SEO based on statements of earnings, gains or other 
criteria later proven to be materially inaccurate.

Required for bonus and incentive compensation paid to a 
senior executive officer if the payments were based on 
materially inaccurate financial statements or any other 
materially inaccurate performance metric criteria.

Exceptional Assistance & Capital Access Programs:  
Required for bonus and incentive compensation paid to an 
SEO and the next 20 senior executives if they have 
knowingly provided inaccurate information relating to 
financial statements or performance metrics used to 
calculate their own incentive pay.

Required for bonus, retention award and incentive 
compensation paid to an SEO and the next 20 most highly 
compensated employees if payments were based on 
statements of earnings, revenues, gains or other criteria 
later determined to be materially inaccurate.7

Prohibition on Certain 
Golden Parachute 
Payments

Prohibited from making any golden parachute payment8 to 
an SEO.

Prohibited from making any golden parachute payment to a 
senior executive officer.

Exceptional Assistance:  Prohibited from making any 
golden parachute payment to top 10 SEOs.  Limits golden 
parachute payments for next 25 executives (at a minimum) 
to 1 year’s compensation.

Capital Access Programs:  Limits golden parachute 
payments to SEOs to 1 year’s compensation.  

Prohibited from making any golden parachute payment9 to 
an SEO or any of the next 5 most highly compensated 
employees.

Limits on Incentive 
Compensation

None. None. Exceptional Assistance:  Any compensation paid to an 
SEO above $500,000 must be made in restricted stock or 
other similar long-term incentive arrangements.10  

Capital Access Programs:  None.

Prohibited from paying any bonus, retention award or 
incentive compensation to or for certain executives, other 
than long-term restricted stock that does not vest during 
the period the financial assistance remains outstanding, 
and the value of which is not greater than one-third of the 
executive’s annual compensation.11

                                               
7 The Secretary must review bonuses, retention awards, and other compensation paid to SEOs and the next 20 most highly compensated employees prior to the enactment of the ARRA.  If any of those payments were inconsistent with the ARRA’s or TARP’s purpose or 
otherwise contrary to the public interest, the Secretary will negotiate with the TARP recipient and employee for appropriate reimbursement.
8 For purposes of the EESA and CPP, a golden parachute payment is defined as any payment in the nature of compensation to (or for the benefit of) an SEO made on account of an applicable severance from employment to the extent the aggregate present value of such 
payments equals or exceeds an amount equal to three times the SEO’s base amount.
9 The ARRA defines a golden parachute payment as any payment to an SEO for departure from a company for any reason, except payments for services performed or benefits accrued.
10 The SEO receiving restricted stock may only “cash in” after the Treasury capital investment has been repaid, including the contractual dividend payments that ensure taxpayers are compensated for the time value of money, or, after a specified period according to 
conditions that consider, among other factors, the degree to which a company has satisfied repayment obligations, protected taxpayer interests or satisfied lending and stability standards. 
11 This limitation is subject to any other terms and conditions that the Secretary prescribes and applies to certain executives based on the amount of financial assistance the institution has received.  If a financial institution receives TARP financial assistance of (i) less than 
$25 million, the prohibition applies only to the most highly compensated employee; (ii) at least $25 million but less than $250 million, the prohibition applies to at least the 5 most highly compensated employees; (iii) at least $250 million but less than $500 million, the 
prohibition applies to the SEOs and at least the 10 next most highly compensated employees; and (iv) $500 million or more, the prohibition applies to the SEOs and at least the 20 next most highly compensated employees.  The Secretary can generally increase the number of 
employees subject to the prohibition for all institutions receiving $25 million or more in financial assistance.  The ARRA permits payment of any bonus required to be paid pursuant to a written employment contract executed before February 12, 2009.



Summary of Executive Compensation Requirements 
Applicable to Recipients of TARP Funds

Requirement Emergency Economic Stabilization 
Act of 2008 (“EESA”)1 Interim Final Rules For Capital Purchase Program (“CPP”)2 Treasury Guidelines3 American Recovery and Reinvestment 

Act of 2009 (“ARRA”)4

Compensation 
Committee 
Requirements

None. Compensation committee must meet at least annually with 
senior risk officers to discuss and review the relationship 
between the financial institution’s risk management policies 
and practices and the senior executive officers’ 
compensation arrangements.

Committee should (i) discuss with the senior risk officers 
the long-term and short-term risks that could threaten the 
financial institution’s value and (ii) identify and limit the 
features in the senior executive officers’ incentive 
compensation arrangements that could lead the officers to 
take such risks.  

Compensation committee must explain how SEO 
compensation arrangements do not encourage 
unnecessary or excessive risks.

Compensation committee must establish a board 
compensation committee comprised entirely of 
independent directors to review employee compensation 
plans.  Committee must meet at least semiannually to 
discuss, evaluate and assess any risk the plans pose to the 
TARP recipient.12

Limits on Incentives for 
Encouraging Risk / 
Restrictions on Plans 
Encouraging Earnings 
Manipulation

Must provide limits on compensation that exclude 
incentives for SEOs to take unnecessary and excessive 
risks that threaten the financial institution’s value.

No later than 90 days after the Treasury’s purchase under 
the CPP, the compensation committee must review the 
senior executive officers’ incentive compensation 
arrangements with the senior risk officers to ensure that the 
incentive compensation arrangements do not encourage 
the officers to take unnecessary and excessive risks that 
threaten the financial institution’s value.13

See Compensation Committee Requirements above. Same as EESA.

Compensation plans cannot encourage manipulation of 
reported earnings to enhance any employee’s 
compensation.

Reporting and 
Certification

None. Compensation committee must certify that it has reviewed 
the senior executive officers’ incentive compensation 
arrangements.14

CEOs must certify that the company has strictly complied 
with statutory, Treasury and contractual executive 
compensation restrictions and annually re-certify 
compliance with these restrictions.

CEOs and CFOs must certify in writing that the company 
has complied with ARRA executive compensation 
provisions.15

                                               
12 A TARP recipient that receives no more than $25 million of financial assistance and whose common or preferred stock is not registered under the Exchange Act must satisfy this obligation with its board of directors.
13 The principal executive officer is required to provide to the TARP Chief Compliance Officer and the CPP transfer agent, copies of certain certifications (i) within (a) 120 days of the agreement’s closing date, (b) 135 days of the completion of the financial institution’s first 
annual fiscal year during any part of which the financial institution has participated in the CPP, and (c) 135 days of the completion of each financial institution’s annual fiscal year after the first fiscal year during any part of which the financial institution has participated in the 
CPP, or (ii) an explanation of the reason the recipient has not provided the certification.
14 For financial institutions with securities registered with the SEC pursuant to the federal securities laws, the compensation committee should include the certifications in the Compensation Committee Report required under Item 407(e) of Regulation S-K.
15 A publicly traded company must include this certification in the company’s required annual SEC filings, and a non-publicly traded company must deliver the certification to the Secretary.
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Applicable to Recipients of TARP Funds

Requirement Emergency Economic Stabilization 
Act of 2008 (“EESA”)1 Interim Final Rules For Capital Purchase Program (“CPP”)2 Treasury Guidelines3 American Recovery and Reinvestment 

Act of 2009 (“ARRA”)4

Shareholder Vote on 
“Say on Pay” 

None. None. Exceptional Assistance:  Must submit the SEO 
compensation structure to a non-binding shareholder 
resolution and explain how compensation is tied to sound 
risk management.

Capital Access Programs:  A shareholder resolution is only 
required, upon request, to waive the Annual Cap.

Any proxy or consent or authorization for an annual or other 
shareholder meeting must permit a separate non-binding 
shareholder vote to approve executive compensation that 
the recipient is required to disclose under SEC rules.16

Luxury Expenditure 
Limits

None. None. Exceptional Assistance:  Boards of directors must adopt a 
company-wide policy on any expenditures related to 
aviation services, office and facility renovations, 
entertainment and holiday parties, and conferences and 
events.17  

Capital Access Programs:  Same as Exceptional 
Assistance above.

Boards of directors must adopt a company-wide policy 
regarding excessive or luxury expenditures, which may 
include entertainment or events, office and facility 
renovations, aviation or other transportation services, or 
other activities or events that are not reasonable 
expenditures for staff development, reasonable 
performance incentives, or other similar measures 
conducted in the normal course of business operations.18

This chart was not intended or written to be used, and cannot be used, for the purpose of avoiding U.S. federal, state or local tax penalties.

                                               
16 The shareholder vote will not (i) be binding on the board of directors, (ii) be construed as overruling a decision made by the board of directors, (iii) create or imply any additional fiduciary duty of the board of directors, or (iv) restrict or limit the shareholders’ ability to make 
proposals for inclusion in proxy materials related to executive compensation.
17 This policy is not intended to include reasonable expenditures for sales conferences, staff development, reasonable performance incentives and other measures tied to a company’s normal business operations.
18 The ARRA authorizes the Secretary to identify additional excessive or luxury expenditures.
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Anna H. Glick +1 212 504 6309 anna.glick@cwt.com
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