
The chairman and founding CEO of a San Francisco-based bank with $23.6 billion in assets was the high-
est-paid chief executive among U.S. banks and thrifts in 2010.

First Republic Bank's Jim Herbert II pulled in more than $36.3 million in total compensation, according
to an SNL Financial analysis that factored in base salary, bonuses, stock and option awards, as well as
other reported forms of pay.

The bank reported quarterly earnings for the first time in January, posting a profit of $76 million, or 60
cents per share, following the completion of its IPO in the final month of 2010. (For the first quarter of
this year, it posted net income of $88.8 million, or 67 cents per share.) In conjunction with the IPO,
Herbert was granted options to purchase 4,937,121 shares of First Republic common stock at an exer-
cise price of $15 per share.

The bank's profitability, coupled with stock and option awards, helped catapult Herbert to the top of the
list. His compensation last year consisted of more than $30 million in stock and option awards, accord-
ing to the SNL analysis.
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Perhaps not surprisingly, Herbert was followed by a cast of big-bank executives. JPMorgan Chase & Co. Chairman and CEO Jamie
Dimon was second on the list at $20.8 million, including a bonus of $5 million. Bank of New York Mellon Corp. Chairman and CEO Robert
Kelly was third ($19.4 million), followed by Wells Fargo & Co. Chairman and CEO John Stumpf ($19.0 million), U.S. Bancorp Chairman
and CEO Richard Davis ($18.8 million) and PNC Financial Services Group Inc. Chairman and CEO Jim Rohr ($16.6 million).

Absent from the list was Citigroup Inc. CEO Vikram Pandit, who earned $1 in 2010 after saying he would essentially go without a
salary or bonus until the company was firmly back on a profitable path after losing huge sums in 2008 and 2009.

Citi, however, this month awarded Pandit a retention package of more than $16 million, plus stock options. The company posted a first-
quarter profit of $3 billion, its fifth consecutive quarter in the black. For Pandit to receive $6.65 million in profit-sharing, Citi must
achieve a cumulative pretax income for its core operations of at least $12 billion this year and next; he will get another $10 million in a
deferred stock award if Citi meets its goals on regulatory issues such as capital levels and subjective measures such as developing sen-
ior management.  

Robert Voth, a managing partner at the executive search firm CTPartners, told SNL that "we may see more transparency in compen-
sation."  He pointed to Citi's recent public announcement outlining Pandit's retention package. "They willingly detailed the package in a
press release as opposed to burying it" in a regulatory filing, said Voth.

Given heightened investor attention on CEO pay in the wake of the financial crisis, Voth said top executives also "may see increased ef-
forts to directly link compensation to performance and financial results."

The challenge, however, is in measuring executives' performance against results. Some investors would like to see CEOs paid well only
when their companies' stocks steadily rise. 

But Voth said that, in an era when experienced and proven talent is hard to come by at the CEO level, compensation committees must
weigh shareholders' wishes against competitive realities. 
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For example, Bank of America Corp., for all it's various struggles — from legal challenges surrounding foreclosure processes to linger-
ing credit trouble — earned about $2 billion in the first quarter and remains a stalwart in both consumer and commercial banking in
the United States, but its stock has been lackluster.

That may help explain why BofA CEO Brian Moynihan ($1.9 million) was paid a fraction of his rivals at Wells and JPMorgan. But while
Moynihan surely has his critics, recruiters say he could be difficult to replace, given that the pool of candidates qualified to run a mega-
bank and eager to shoulder the related stresses is relatively shallow. 

As such, Voth said, bank boards content with their current CEOs are likely to chart new courses in terms of compensating them.

While still in developing stages, Voth said some boards are looking at creating formulas that take into consideration "a myriad of met-
rics on how to fairly measure performance," largely those under a CEO's control, that could include retention of top staff and other top-
line issues.

"We're still a few years out from seeing this, but there are ongoing discussions that are happening," Voth said.  

Michael Point, managing director at ZRG Partners, which helps companies hire executives and develop compensation programs, told SNL
that he is seeing "more of a micro approach" by banks in determining compensation.

He said boards are looking past the bottom line and emphasizing "safety and soundness" when establishing bonus criteria for top ex-
ecutives. Boards are factoring in areas such as risk ratings on loan portfolios, delinquency levels and nonperforming assets, and they are
trying to assess how a CEO's decisions in these areas affect the bank's regulatory ratings and overall performance.

When it comes to recruiting, this forces boards "to look closer at the history of the CEO … to look deeper into their skill sets." This can
make it more challenging to find and attract a top executive, Point said, but it also helps to assure that a board and a new CEO are on
the same page from the start.

"And that's good," he said, because "good CEOs not only want pay but also want the right culture, to know their board supports them
and is there to help" make sure the company succeeds.
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