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Trends in Equity Approaches
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This survey examines whether or not banks use equity as part of their overall
compensation program. For banks that use equity, we present information regarding
what type of equity they grant, the company, individual, etc. performance measures
upon which Banks base the equity grants, how frequently grants are made, and
vesting.

For purposes of this flash survey, full value equity examples may include but are not
limited to restricted stock, phantom stock, and restricted stock units. Appreciation
equity examples may include but are not limited to stock options and stock appreciation
rights.

OVERVIEW

A total of 39 banks participated in our survey on equity trends. However, 12 banks
reported not having an equity program at this time. Therefore, the tables provided in
this report are based on the responses of 27 banks.
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Types of Equity Granted

e Full value equity grants are more prevalent than appreciation equity grants
across all cuts of data (asset size, location, and ownership structure). 41% of
banks have either increased their use of full value equity since plans were last
evaluated, or intend to increase use based on planned future changes. 37%
of banks have decreased their usage of appreciation equity vehicles.

e 41% of banks make grants exclusively in the form of full-value grants.
BOSTON e 15% of banks make grants exclusively in the form of appreciation grants.

o 44% of banks grant a combination of both full-value and appreciation equity.
Of these banks, the combination of full-value to appreciation grants is
CHICAGO approximately 50/50 on average.
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Equity Grant Determination

e 52% of the banks providing equity grants make them based on a combination
of overall bank performance, department, and individual performance. One-
third of the banks making equity grants make them based on the discretion of
the board. 11% are based on overall bank performance, and 4% are based on
individual performance.
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Grant Frequency

o Of those banks granting equity, 81% make grants on an annual basis. 15%
make grants irregularly, and 4% make grants once every three years. 70% of
banks have re-evaluated their use of equity within the past year.
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Why Are Banks Not Granting Equity?

e 31% participating in this survey do not grant equity at this time.
For these 12 banks, we asked if there were any particular
reasons why they don’t. Answers included:

=  Taxation

= Accounting issues
BOSTON = Bank philosophy

= Inexperience in setting up such plans

CHICAGO = Uncertainty in the current banking environment

DUBA| This publication is provided by McLagan’s Corporate and Consumer Banking Practice
as a service to clients and to the banking community. The information contained in this
publication is not to be considered as a formal opinion on legal, accounting, or actuarial
issues. Questions regarding the information discussed in this publication may be
directed to any of our consultants listed below. If you have not received this publication
directly from us, you may obtain a copy of any past or future related publications from

HONG KONG Sean Bateman (1-866-280-3720; sean.bateman@mclagan.com).
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