 SEC. 111. EXECUTIVE COMPENSATION AND CORPORATE GOVERNANCE.
 (a) DIRECT PURCHASES.—

 (1) IN GENERAL.—Where the Secretary determines that the purposes of this Act are best met through direct purchases of troubled assets from an individual financial institution where no bidding process or market prices are available, and the Secretary receives a meaningful equity position in the financial institution as a result of the transaction, the Secretary shall require that the financial institu1tion meet appropriate standards for executive compensation and corporate governance. The standards required under this subsection shall be effective for the duration of the period that the Secretary holds an equity position in the financial institution.

(2) CRITERIA.—The standards required under subsection shall include—
(A) limits on compensation that exclude incentives for executive officers of a financial institution to take unnecessary and excessive risks that threaten the value of the financial institution during the period that the Secretary holds an equity position in the financial institution;
(B) a provision for the recovery by the financial institution of any bonus or incentive compensation paid to a senior executive officer based on statements of earnings, gains, or other criteria that are later proven to be materially inaccurate; and

(C) a prohibition on the financial institution making any golden parachute payment to its senior executive officers during the period that the Secretary holds an equity position in the financial institution.

(b) AUCTION PURCHASES.—Where the Secretary determines that the purposes of this Act are best met through auction purchases of troubled assets, and only where such purchases in the aggregate exceed $300,000,000, the Secretary shall prohibit any golden parachute for any employee hired after the successful participation in such an auction who also qualifies as a covered executive under section 162(m)(5)(D) of the Internal Revenue Code of 1986. The Secretary shall issue guidance to carry out this paragraph not later than 2 months after the date of enactment of this Act, and such guidance shall be effective upon issuance.

(c) GOLDEN PARACHUTE DEFINED.—In this section, the term ‘‘golden parachute’’ means any payment (or any agreement to make any payment) in the nature of compensation by any financial institution for the benefit of an individual pursuant to an obligation of the financial institution that—
(1) is contingent on the termination of the affiliation of such individual with the financial institution; and
(2) is received on or after the date on which—

(A) the financial institution becomes insolvent;
(B) any conservator or receiver is appointed for the financial institution;
(C) the financial institution files for bankruptcy protection under title United States Code; or
(D) the financial institution is in a troubled condition.
(d) SPECIAL RULES FOR TAX TREATMENT OF EXECUTIVE COMPENSATION OF EMPLOYERS PARTICIPATING IN THE TROUBLED ASSETS RELIEF PROGRAM.—

(1) DENIAL OF DEDUCTION.—Subsection (m) of section 162 of the Internal Revenue Code of 1986 is amended by adding at the end the following new paragraph:
‘‘(5) SPECIAL RULE FOR APPLICATION TO EMPLOYERS PARTICIPATING IN THE TROUBLED ASSETS RELIEF PROGRAM.—

‘‘(A) IN GENERAL.—In the case of an applicable employer, no deduction shall be allowed under this chapter—
‘‘(i) in the case of executive remuneration for any applicable taxable year which is attributable to services performed by a covered executive during such applicable taxable year, to the extent that the amount of such remuneration exceeds $500,000, or
‘‘(ii) in the case of deferred deduction executive remuneration for any taxable year for services performed during any applicable taxable year by a covered executive, to the extent that the amount of such remuneration exceeds $500,000 reduced (but not below zero) by the sum of—
‘‘(I) the executive remuneration for such applicable taxable year, plus

‘‘(II) the portion of the deferred deduction executive remuneration for such services which was taken into account under this clause in a preceding taxable year.

‘‘(B) APPLICABLE EMPLOYER.—For purposes of this paragraph—

‘‘(i) IN GENERAL.—Except as provided in clause (ii), the term ‘applicable employer’ means any employer from whom 1 or more troubled assets are acquired under a program established by the Secretary under section 101(a) of the Economic Recovery and Corporate Accountability Act of 2008 if the aggregate amount of the assets so acquired for all taxable years exceeds $300,000,000.
‘‘(ii) DISREGARD OF ASSETS SOLD THROUGH DIRECT PURCHASE.—If an employer sells any troubled assets to the Secretary through a direct purchase (within the meaning of section 112(c) of the Economic Recovery and Corporate Accountability Act of 2008), such assets shall not be taken into account under clause (i) in determining whether the employer is an applicable employer for purposes of this paragraph.

‘‘(iii) AGGREGATION RULES.—Two or more persons who are treated as a single employer under subsection (b) or (c) of section 414 shall be treated as a single employer, except that in applying section 1563(a) for purposes of either such subsection, paragraphs (2) and (3) thereof shall be disregarded.

‘‘(C) APPLICABLE TAXABLE YEAR.—For purposes of this paragraph, the term ‘applicable taxable year’ means, with respect to any employer—

‘‘(i) the first taxable year of the employer—

‘‘(I) which includes any portion of the period during which the authorities under section 101(a) of the Economic Recovery and Corporate Accountability Act of 2008 are in effect (determined under section 119 thereof), and

‘‘(II) in which the aggregate amount of troubled assets acquired from the employer during the taxable year pursuant to such authorities, when added to the aggregate amount so acquired for all preceding taxable years, exceeds $300,000,000, and

‘‘(ii) any subsequent taxable year which includes any portion of such period.

‘‘(D) COVERED EXECUTIVE.—For purposes of this paragraph—

‘‘(i) IN GENERAL.—The term ‘covered executive’ means, with respect to any applicable taxable year, any employee—

‘‘(I) who, at any time during the portion of the taxable year during which the authorities under section 101(a) of the Economic Recovery and Corporate Accountability Act of 2008 are in effect (determined under section 119 thereof), is the chief executive officer of the applicable employer or the chief financial officer of the applicable employer, or an individual acting in either such capacity, or

‘‘(II) who is described in clause (ii).

‘‘(ii) HIGHEST COMPENSATED EMPLOYEES.—An employee is described in this clause if the employee is 1 of the 3 highest compensated officers of the applicable employer for the taxable year (other than an individual described in clause (i)(I)), determined—

‘‘(I) on the basis of the shareholder disclosure rules for compensation under the Securities Exchange Act of 1934 (without regard to whether those rules apply to the employer), and

‘‘(II) by only taking into account employees employed during the portion of the taxable year described in clause (i)(I).

‘‘(iii) EMPLOYEE REMAINS COVERED EXECUTIVE.—If an employee is a covered executive with respect to an applicable employer for any applicable taxable year, such employee shall be treated as a covered executive with respect to such employer for all subsequent applicable taxable years and for all subsequent taxable years in which deferred deduction executive remuneration with respect to services performed in all such applicable taxable years is paid.

‘‘(E) EXECUTIVE REMUNERATION.—For purposes of this paragraph, the term ‘executive remuneration’ means the applicable employee remuneration of the covered executive, as determined under paragraph (4) without regard to subparagraphs (B), (C), and (D) thereof. Such term shall not include any deferred deduction executive remuneration with respect to services performed in a prior applicable taxable year.

‘‘(F) DEFERRED DEDUCTION EXECUTIVE REMUNERATION.—For purposes of this paragraph, the term ‘deferred deduction executive remuneration’ means remuneration which would be executive remuneration for services performed in an applicable taxable year but for the fact that the deduction under this chapter (determined without regard to this paragraph) for such remuneration is allowable in a subsequent taxable year.
‘‘(G) COORDINATION.—Rules similar to the rules of subparagraphs (F) and (G) of paragraph (4) shall apply for purposes of this paragraph.
‘‘(H) REGULATORY AUTHORITY.—The Secretary may prescribe such guidance, rules, or regulations as are necessary to carry out the purposes of this paragraph and the Economic Recovery and Corporate Accountability Act of 2008, including the extent to which this paragraph applies in the case of any acquisition, merger, or reorganization of an applicable employer.’’.

(2) GOLDEN PARACHUTE RULE.—Section 280G of the Internal Revenue Code of 1986 is amended—

(A) by redesignating subsection (e) as subsection (f), and
(B) by inserting after subsection (d) the following new subsection:

‘‘(e) SPECIAL RULE FOR APPLICATION TO EMPLOYERS PARTICIPATING IN THE TROUBLED ASSETS RELIEF PROGRAM.—

‘‘(1) IN GENERAL.—In the case of the severance from employment of a covered executive of an applicable employer during any applicable taxable year, this section shall be applied to payments to such executive with the following modifications:

‘‘(A) Any reference to a disqualified individual (other than in subsection (c)) shall be treated as a reference to a covered executive.

‘‘(B) Any reference to a change described in subsection (b)(2)(A)(i) shall be treated as a reference to an applicable severance from employment of a covered executive, and any reference to a payment contingent on such a change shall be treated as a reference to any payment made during an applicable taxable year of the employer on account of such applicable severance from employment.

‘‘(C) Any reference to a corporation shall be treated as a reference to an applicable employer.

‘‘(D) The provisions of subsections (b)(2)(C), (b)(4), (b)(5), and (d)(5) shall not apply.

‘‘(2) DEFINITIONS AND SPECIAL RULES.—For purposes of this subsection—

 ‘‘(A) DEFINITIONS.—Any term used in this subsection which is also used in section 162(m)(5) shall have the meaning given such term by such section.

‘‘(B) APPLICABLE SEVERANCE FROM EMPLOYMENT.—The term ‘applicable severance from employment’ means any severance from employment of a covered executive by reason of—

‘‘(i) an involuntary termination of the executive by the employer, ‘‘(ii) any bankruptcy or liquidation of the employer, or ‘‘(iii) the placement of the employer in receivership.

‘‘(C) COORDINATION AND OTHER RULES.—

‘‘(i) IN GENERAL.—If a payment which is treated as a parachute payment by reason of this subsection is also a parachute payment determined without regard to this subsection, this subsection shall not apply to such payment.

‘‘(ii) REGULATORY AUTHORITY.—The Secretary may prescribe such guidance, rules, or regulations as are necessary—

‘‘(I) to carry out the purposes of this subsection and the Economic Recovery and Corporate Accountability Act of 2008, including the extent to which this subsection applies in the case of any acquisition, merger, or reorganization of an applicable employer, and ‘‘(II) to apply this section and section 4999 in cases where one or more payments with respect to any individual are treated as parachute payments by reason of this subsection, and other payments with respect to such individual are treated as parachute payments under this section without regard to this subsection.’’.
(3) EFFECTIVE DATES.— 
(A) IN GENERAL.—The amendment made by paragraph (1) shall apply to taxable years ending on or after the date of the enactment of this Act.

(B) GOLDEN PARACHUTE RULE.—The amendments made by paragraph (2) shall apply to payments with respect to severances occurring during the period during which the authorities under section 101(a) are in effect (determined under section 120).
