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Managing an Effective Compensation Committee 
Calendar for Community Banks 

 
A simple way for Compensation Committees of community banks to become more effective is to 
review their meeting agendas annually.  Compensation planning for the upcoming year often 
starts in early fall, making the summer meeting an ideal time for Boards to consider their agendas 
for the coming twelve months, ensuring that key strategic issues will be addressed along with 
routine governance duties.  This paper proposes the inclusion of topics that, in our experience, 
enhance the Committee’s strategic value to the business, yet are sometimes neglected in the 
press of urgent business. 
 
A Compensation Committee of a community bank often meets multiple times a year.  The larger 
and more complex a bank grows, the more frequently its Compensation Committee typically 
needs to meet.  For the sake of simplicity, this paper proposes agenda items for a quarterly 
meeting schedule, beginning at the conclusion of the proxy season, and that the calendar is fiscal 
year.  
 
Most Compensation Committees’ responsibilities include a range of issues related to executive 
compensation design (including pay levels, incentive plan design, goal setting and payout 
calibration, executive benefit programs, and perquisites), compensation programs and policies 
(including stock ownership guidelines, severance practices, change-in-control benefits and 
contingency planning for such actions as clawbacks), and other compensation and corporate 
governance issues (including compensation risk review, Board of Director compensation, 
management talent planning, and executive succession planning). 
 
An effective 12-month Compensation Committee agenda balances tactical, calendar-sensitive 
duties with initiatives that add long-term strategic value to the business.  Because the scope and 
scale of responsibilities vary among banks of different sizes, this paper also describes some of 
the differences we see among Compensation Committee calendars of smaller community banks, 
larger community banks, and regional/super-regional banks1.   
 
[Note: For easy reference, we walk through the annual committee calendar where we summarize 
key agenda items in Table 1 on page 6.] 
 

Summer Meeting   
With proxy season just ended (for publicly-traded banks), the summer Committee meeting is a 
good time to review the annual schedule and meeting agendas, and to identify items that warrant 
review in the coming year. 
 
The summer meeting typically includes review and approval of the compensation comparator 
group (“peer group”), and an annual update on proxy season trends and emerging issues.  That 
discussion should review compensation trends among peer companies (including their Say on 
Pay results) and the broader banking industry, as well as an update on external influencers 

                                                 
1 While there is no magical line defining the difference between a “smaller” community bank and a “larger” 
community bank, our experience suggests that the $1 billion asset level is a useful differentiator.  
Likewise, the $10 billion asset mark is frequently the demarcation between a large community bank and a 
regional bank. 
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including shareholder advisory firms (ISS, Glass Lewis) and regulatory/legislative updates (e.g., 
implementation of Dodd-Frank regulations). 
 
Since summer meeting agendas are frequently less crowded than those coming later in the cycle, 
it’s a good time to review issues that tend to be less urgent and/or require biannual review.  
Director compensation is one example:  Reviewing Director compensation at the Summer 
meeting allows time to formulate pay recommendations for implementation either at the Spring 
Annual Shareholder meeting (a common practice) or beginning January 1 (less common).  The 
summer meeting is also often used to update the Committee on stock held by executives and 
Directors relative to any stock ownership guidelines the bank may have in effect.  Larger banks 
will also take advantage of the relatively light agenda during the summer meeting to evaluate their 
compensation consultant, to complete their own Committee self-evaluation, and review detailed 
compensation tally sheets for each Named Executive Officer (NEO). 
 
Finally, the summer (or early fall) meeting is a good time to review/update the executive 
succession plan.  Many Directors might not feel the need to have a detailed executive succession 
plan in place, either because they don’t view retention of their CEO as a risk, or their CEO is still 
several years away from retirement.  As a consequence, they cannot articulate what would occur 
if a CEO’s departure, death or disability left the bank suddenly leaderless.  Considering that it 
takes several years to develop and cultivate a CEO successor in the best circumstances, Boards 
should identify potential candidates to succeed the CEO long before he or she retires.  It is also 
valuable to consider succession plans for your CFO, Chief Credit Officer and other executive 
positions and this can move the full Board toward a deep discussion of senior leadership 
surrounding the CEO.   
 

Autumn/Year-End Meeting  
The fourth-quarter meeting is typically the time at which executive compensation competitive 
benchmarking results are shared with the Committee for discussion and debate.  Market data 
analysis informs Committee conversations about plan design and metrics.  The CEO might 
present his/her recommendations for pay adjustments for the executive team, including salary 
increases, adjustments to target bonus opportunities or long-term incentive award levels.   
 
In addition to recommendations for adjustments in pay levels, the year-end meeting also usually 
includes a discussion of any incentive plan design changes that management contemplates for 
the next year.  (If the Committee is to consider significant changes, the discussion should start as 
soon as market data are available.) 
 

Winter Meeting 
The first quarter of the new fiscal year is heavy with time-sensitive agenda items.  In fact it is not 
uncommon for Committees to hold multiple winter meetings to address them all.  Among the most 
important topics to address: 
 

 Certification of performance results and approval of annual incentive award payouts for 
the prior fiscal year 

 Certification of performance results and approval of long-term incentive award payouts 
for performance cycles recently completed  

 CEO/NEO performance reviews, both to address individual components of incentive 
awards, and for career development, performance feedback and further communication 
of CEO/Board expectations 

 Approval of incentive design, performance goals and calibration of payout levels for 
different levels of performance for the new fiscal year 

 Approval of new equity grants, including stock options, restricted stock, and/or 
performance-based long-term awards 

 Review of compensation consultant independence 

 Compensation risk review 

http://www.pearlmeyer.com/ceoevaluationsprovidingfeedback
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 Review of Compensation Discussion and Analysis (CD&A) drafts and/or a complete 
proxy statement 

 
Some of the items above (such as certification of results, approval of payouts, risk review 
updates, and consultant independence) are compliance-related issues and thus not the subject of 
much debate.  However, other topics require significant thought and deliberation because of their 
strategic importance.  In particular, incentive design (especially performance goals and calibration 
of payout levels) communicates bank priorities and shareholder expectations to all participants 
and thus warrants additional time and attention.  As well, external disclosure of compensation 
programs in the CD&A communicates to external audience how the company views talent, 
performance, and rewards.   
 

Spring Meeting 
The spring meeting, taking place during the second-quarter “proxy season,” typically will include 
the final review of the CD&A and proxy statement.  (Depending on timing of proxy filing, the final 
proxy draft might be approved earlier.)  The final review of the CD&A should include a discussion 
of how the Committee (or Board) should communicate its compensation design and philosophy to 
the public.  
 
Often, a pay-for-performance analysis is completed in the second quarter as peer proxy data and 
detailed financial results are released.  Actual results and pay amounts for the prior year can be 
aligned and reviewed on a company-by-company basis to evaluate the relationship between 
actual pay and actual performance results achieved.  The pay-for-performance analyses will 
frame the fourth-quarter discussion around plan design by identifying potential disconnects 
between the bank’s relative performance and the actual pay relative to peers.    
 

Room for Improvement, by Institutional Size 
At Pearl Meyer & Partners, we’ve noticed that the Compensation Committees for banks of similar 
sizes tend to focus on similar agenda items.  The “missing” agenda items also seem to relate to 
institution size.  With that in mind, here are suggestions to supplement the agendas of 
Committees serving three types of institutions: 
 
Smaller Community Banks:  Our experience is that Committees of smaller community banks 
typically do not devote significant time or rigor in their evaluation to the degree of difficulty of 
performance goals, or the calibration of payout levels with different levels of performance.  
Performance goal-setting for incentive programs is arguably the Committee’s most difficult 
responsibility.  Not only do performance goals and payout levels serve as a primary way to align 
pay with performance, but the levels at which goals are established communicate the Board’s 
expectations for performance results, including the “minimum level” of acceptable performance 
and the definition of what constitutes “superior” performance. 
 
Smaller community banks, like the vast majority of companies, tie executive incentive plans to 
achievement of the budget approved by the Board.  They tend to default to “80%-120%” 
performance ranges without understanding relative degrees of difficulty for achieving component 
budget goals.  Moreover, discussion and approval of the budget is typically the responsibility of a 
different Committee, and this threatens to disconnect budget approval from incentive payouts 
unless the Committees work closely to align them. 
 
At a minimum, Compensation Committees should consider the impact on incentive programs 
when the bank’s budget is being finalized.  Banks that wish to add additional context to their 
budget discussions can evaluate the degree of difficulty associated with the budget and other 
financial goals across various dimensions: 
 

 Relative to the bank’s historical performance 

 Relative to the peer group’s historical performance 

http://www.pearlmeyer.com/fiveguidingprinciplesforbettershareholdercommunication
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 Relative to forward-looking analyst estimates for performance for the bank 

 Relative to forward-looking expectations for the peers/industry 
 
Larger Community Banks:  Our work with Compensation Committees of larger community 
banks suggests a greater engagement and more rigorous analysis in the performance goal-
setting and pay-for-performance calibration process than smaller banks.  Data on the degree of 
difficulty of budget goals relative to historical results or forward-looking expectations can still 
provide significant value in framing discussions on incentive plan payout calibration, and an 
annual review of the quantitative analytics that support the goal-setting process is appropriate.  
 
Two other areas that many Committees of larger community banks can improve upon are 
executive succession planning and performance-pay reviews.  Frequently we find that Board 
members have no executive succession plan, nor even a consistent understanding of what might 
occur with CEO succession in the event of an emergency.  At a minimum, every Board should 
have in place an emergency succession plan for the CEO, so decisions can be guided by a well-
thought-out process, and interim CEO candidates considered well in advance of a difficult 
situation.  An emergency CEO succession plan will minimize Board deliberations and discussions 
of interim CEO candidates in crisis situations by articulating a structured process (the timing of 
internal and external communications and Board decisions), as well identifying one or more 
interim CEO candidates (who could come from the senior leadership ranks or the Board).  
 
The most common performance-pay review includes a comparison of actual performance results 
(such as ROE, EPS growth and TSR) relative to actual NEO pay received (or realized, or 
realizable).  Since this analysis is contingent upon release of stock price performance, actual 
financial results and actual pay (via proxy disclosures) for peer companies, this performance 
review is typically made by the Committee in the summer, when proxy season is over. 
 
A second common performance-pay review is a prospective analysis of potential CEO pay 
outcomes for a range of potential performance results.  This pro-forma performance-pay analysis 
can assist the Committee in determining appropriate levels for threshold and superior 
performance goals, and most importantly can help avoid surprises in incentive payouts. 
 
Regional/Super-Regional Banks:  Compensation Committees of regional and super-regional 
banks typically have much more structure to their annual committee calendars, including 
sufficient time for executive succession planning discussions as well as multiple meetings to 
discuss financial goals and incentive payout calibration.  We find that for Committees of banks 
this size, performance-pay reviews can be enhanced by adding quantitative and qualitative tests 
used by key institutional shareholder advisors such as ISS and Glass Lewis, as well as devoting 
time to understanding the “hot button” issues of the bank’s major institutional investors.   
 
Because these banks tend to have greater compliance-related responsibilities, proactive planning 
of the annual Compensation calendar is needed to ensure the Committee fulfills regulatory 
requirements on a timely basis while continuing to devote sufficient time to strategic 
compensation design issues. 
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Final Thoughts 
Review your Compensation Committee calendar and standing agenda items annually.  
Collaborate with your executive team and outside advisors to ensure that strategic as well as 
time-bound issues are fully addressed with enough time for thoughtful deliberation prior to 
decisions. 
 
In the end, remember that the purpose of your executive compensation programs is to support 
and reinforce your bank’s business strategy, by rewarding appropriately for performance that will 
optimize long-term shareholder value.  An effective Compensation Committee calendar will 
ensure that your Committee is addressing its compliance-related requirements, while reserving 
enough time to consider the strategic implications of compensation design decisions. 
 

Other Resources 
 
2014 Compensation Committee Agenda:  Raising the Bar 
 
Participate in PM&P National Banking Survey 
 
Linking Compensation Plan Design to Shareholder Value 
 
Restoring the Balance in Executive Compensation:  The Board’s Role 
 
CEO Evaluations:  Providing Feedback that Makes a Difference 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.pearlmeyer.com/raisingthebar
http://www.pearlmeyer.com/nbs2014
http://www.pearlmeyer.com/Pearl/media/PearlMeyer/Articles/PMP-ART-LinkingCompPlanDesigntoShareholderValue-KM-DW-7.14.pdf
http://www.pearlmeyer.com/Pearl/media/PearlMeyer/ArticlesWhitepapersVolume3/PMP-ART-RestoringtheBalance-OregonBank-GS-05-2014.pdf
http://www.pearlmeyer.com/Pearl/media/PearlMeyer/ArticlesWhitepapers/PMP-ART-CEOEvaluations-ProvidingFeedbackThatMakesADifference-LH-2-14.pdf
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Table 1:  Typical Compensation Committee topics/agenda items by meeting: 

 Smaller Community Banks Larger Community Banks Regional/Super-Regional Banks 

Summer 

 Meeting calendar and agenda 

items for the year 

 Proxy season trends and 

emerging issues 

 Compensation peer group  

 Board of Director 

Compensation* 

 

 Meeting calendar and 

agenda items for the year 

 Proxy season trends and 

emerging issues, including 

ISS report 

 Compensation peer group  

 Board of Director 

Compensation 

 Executive Succession 

Planning 

 Review of stock held vs. 

ownership guidelines 

 Evaluation of 

Compensation Consultant 

 Meeting calendar and agenda 

items for the year 

 Proxy season trends and emerging 

issues, including ISS report 

 Compensation peer group  

 Board of Director Compensation 

 Executive Succession Planning 

 Review of stock held vs. ownership 

guidelines 

 Evaluation of Compensation 

Consultant 

 Tally Sheets 

 Committee Self-Evaluation 

Autumn 

 Executive compensation 

benchmarking results* 

 Executive pay adjustments 

 Proposed incentive plan 

design for following year 

 Equity usage/dilution 

 Executive compensation 

benchmarking results 

 Executive pay adjustments 

 Proposed incentive plan 

design for following year 

 Equity usage/dilution 

 Proxy advisory firm policy 

changes 

 Preliminary ISS/GL testing 

 Pro-forma Pay-for-

Performance analysis 

 Executive compensation 

benchmarking results 

 Executive pay adjustments 

 Proposed incentive plan design for 

following year 

 Equity usage/dilution 

 Proxy advisory firm policy changes 

 Preliminary ISS/GL testing 

 Pro-forma Pay-for-Performance 

analysis 

Winter (often 2 

or more 

meetings) 

 Certification of performance 

results and incentive payouts 

for prior year 

 Approval of incentive design 

and performance goals for 

new year 

 Equity award grants 

 Review consultant 

independence  

 Compensation risk review 

 CEO/NEO performance 

reviews 

 Certification of performance 

results and incentive payouts 

for prior year 

 Approval of incentive design 

and performance goals for 

new year 

 Equity award grants 

 Review consultant 

independence 

 Compensation risk review 

 CD&A/Proxy draft 

 CEO/NEO performance reviews 

 Certification of performance results 

and incentive payouts for prior year 

 Approval of incentive design and 

performance goals for new year 

 Equity award grants 

 Review consultant independence 

 Compensation risk review 

 CD&A/Proxy draft 

Spring 

 Final CD&A and Proxy  Final CD&A and Proxy 

 Pay-for-Performance 

Assessment (actual 

historical)** 

 Final CD&A and Proxy 

 Pay-for-Performance Assessment 

(actual historical)** 

 * Note that at smaller banks, some of these items may not need to be addresssed annually, but can be reviewed bienially, or even once every three years. 

** Depending on meeting timing, this item may need to be addressed at a future meeting. 
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About Pearl Meyer & Partners 
 

For 25 years, Pearl Meyer & Partners (www.pearlmeyer.com) has served as a trusted independent 
advisor to Boards and their senior management in the areas of compensation governance, strategy 
and program design.  The firm provides comprehensive solutions to complex compensation challenges 
for multinational companies ranging from the Fortune 500 to not-for-profits as well as emerging high-
growth companies.  These organizations rely on Pearl Meyer & Partners to develop global programs 
that align rewards with long-term business goals to create value for all stakeholders: shareholders, 
executives, and employees.  Pearl Meyer & Partners maintains U.S. offices in New York, Atlanta, 
Boston, Charlotte, Chicago, Houston, Los Angeles, San Francisco and San Jose, as well as an office 
in London. 
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NEW YORK 

570 Lexington Avenue 
New York, NY 10022 
(212) 644-2300 
newyork@pearlmeyer.com 
 
ATLANTA 

One Alliance Center 
3500 Lenox Road, Suite 1708 
Atlanta, GA 30326 
(770) 261-4080 
atlanta@pearlmeyer.com 
 
BOSTON 

132 Turnpike Road, Suite 300 
Southborough, MA 01772 
(508) 460-9600 
boston@pearlmeyer.com 
 
CHARLOTTE 

3326 Siskey Parkway, Suite 330 
Matthews, NC 28105 
(704) 844-6626 
charlotte@pearlmeyer.com 
 
CHICAGO 

123 N. Wacker Drive, Suite 860 
Chicago, IL 60606 
(312) 242-3050 
chicago@pearlmeyer.com 
 
HOUSTON 

Three Riverway, Suite 1575 
Houston, TX 77056 
(713) 568-2200 
houston@pearlmeyer.com 
 
LONDON 

Clifford House 
15 Clifford Street 
London W1S 4JY 
+44 (0)20 3384 6711 
london@pearlmeyer.com 
 
LOS ANGELES 

550 S. Hope Street, Suite 1600 
Los Angeles, CA 90071 
(213) 438-6500 
losangeles@pearlmeyer.com 
 
SAN FRANCISCO 

595 Market Street, Suite 1340 
San Francisco, CA 94105 
(415) 651-4560 
sanfrancisco@pearlmeyer.com 
 
SAN JOSE 

2880 Zanker Road, Suite 203 
San Jose, CA 95134 
(408) 954-7399 
sanjose@pearlmeyer.com 
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