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February 1, 2022    
ISS and Glass Lewis Release 2022 Policy Updates 

 
Institutional Shareholder Services (“ISS”) and Glass Lewis published their 2022 voting policy updates in late 
2021. These updates, which are effective for 2022 shareholder meetings, include changes and clarifications to 
some key executive compensation-related policies. ISS also published its updated Frequently Asked 
Questions (“FAQs”) for compensation policies and the COVID-19 pandemic (for the 2022 proxy season). 
Detailed summaries of ISS’s and Glass Lewis’s compensation-related updates are provided below.   

Summary of Key Compensation-Related Changes to ISS’s U.S. Voting Policies and COVID-19 FAQs 
 

ISS published only one compensation-related policy update, which applies to new equity plan/share request 
proposals. Specifically, ISS is revising its methodology for burn rate calculations as follows: 

 Current Methodology: The current burn rate methodology (i.e., 3-year average of the percent of 
common stock outstanding (“CSO”) granted as compensation) is based on the number of full value 
awards and appreciation awards granted (with full value awards multiplied by a volatility multiplier), 
divided by a company’s CSO 

 New Methodology: Effective for shareholder meetings held on or after February 1, 2023, ISS will 
update its burn rate calculation methodology to a value-based approach, whereby full value shares will 
be valued using a company’s recent stock price, and stock options will be valued using a Black-Scholes 
model. The denominator (CSO) will also be valued using a company’s recent stock price. 

The full ISS U.S. voting policies (including changes to Board/governance-related policies) can be found here. 

ISS also issued updated FAQs for evaluating compensation decisions made in the context of COVID-19, and 
clarified that for the 2022 proxy season, actions taken in 2021 as a result of COVID-19 will generally be viewed 
through the lens of their pre-pandemic methodology. Provided below is detail for select compensation items: 

Item Additional Detail/Clarifications 

Annual 
Incentive 
Plans 

 Mid-year changes to performance metrics, targets and/or measurement periods, or plans 
that heavily weight discretionary/subjective criteria, will generally be viewed negatively 

 For companies setting lower performance targets (vs. prior years), proxy disclosure 
should address the rationale for the lower targets 

Long-Term 
Incentive 
(LTI) Plans 

 Changes to in-progress LTI cycles will continue to be viewed negatively 

 Certain changes for go-forward LTI may be viewed as reasonable (e.g., some movement 
from quantitative to qualitative metrics, modest increases in time-vesting awards) 

 More drastic changes (e.g., shifts to predominantly time-vested LTI, shortening 
performance periods), will continue to be viewed negatively 

 Any LTI program design changes should be clearly disclosed and explained in the proxy, 
to allow investors to evaluate the Compensation Committee's actions and rationale 

One-Time 
Awards 

 As with one-time awards granted outside the context of the pandemic, companies that 
grant one-time awards should clearly disclose rationale for the award (including 
magnitude and structure) 

 Language regarding "retention concerns" will not be viewed as sufficient rationale 

https://www.issgovernance.com/file/policy/active/updates/Americas-Policy-Updates.pdf
https://www.issgovernance.com/file/policy/active/americas/US-Compensation-Policies-and-the-COVID-19-Pandemic.pdf
https://www.issgovernance.com/file/policy/active/americas/US-Voting-Guidelines.pdf


 

 
  

2 
 

ClearBridge Compensation Group  MARKETupdate  February 1, 2022 

 
Summary of Key Compensation-Related Changes to Glass Lewis’s U.S. Voting Policies 
 

 

 

To discuss this topic and any additional issues, please contact us at 212-886-1022. 

 

Item Policy Updates 

Financial Metrics in 
Short- and Long-
Term Incentives 

 Glass Lewis clarified that when companies use non-GAAP financial metrics in 
short- and long-term incentive plans, clear reconciliations between non-GAAP and 
GAAP figures should be provided. Adjustments to GAAP figures may be 
considered in Glass Lewis’s assessment of the incentive programs 

Executive Pay and 
Environmental / 
Social (“E&S”) 
Criteria 

 Glass Lewis does not have a policy on whether E&S metrics should be included in 
incentive plans; however, provided below is detail on their assessment of E&S 
metrics in incentive plans (for companies that have adopted E&S metrics): 

o For companies with quantitative E&S metrics, Glass Lewis expects that 
companies provide robust disclosure on the metrics selected, performance 
targets, and a determination of the corresponding payout opportunities 

o For companies with qualitative E&S metrics, Glass Lewis believes that 
shareholders should be provided with a clear understanding of the basis on 
which the criteria will be assessed 

Grants of Front-
Loaded Awards 

 Glass Lewis will continue to examine the quantum of front-loaded LTI awards (i.e., 
LTI awards intended to cover a multi-year period) on an annualized basis for the 
full vesting period of the awards, and will now also consider the impact of the 
overall size of awards on shareholder dilution 

ClearBridge Compensation Group is an independent consulting firm providing advice to boards of directors and senior management on the design of effective executive 
compensation programs. Our aim is to establish transparent connections between management and shareholders and understandable links between performance and 
compensation. To learn more about ClearBridge, please visit our website www.clearbridgecomp.com. 

https://www.glasslewis.com/wp-content/uploads/2021/11/US-Voting-Guidelines-US-GL-2022.pdf?hsCtaTracking=257fcf1c-f11e-4835-81a3-d13fbc7b1f4c%7C1dad2378-213f-45f6-8509-788274627609

