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February 3, 2021 
 

   
Glass Lewis Releases Approach for Evaluating 
Executive Compensation in Light of COVID-19  

 

Glass Lewis recently provided guidance on how its existing policy may be applied to executive compensation 
during these unprecedented times in its “Approach to Executive Compensation in the Context of the COVID-
19 Pandemic.”  

Glass Lewis’ current approach for evaluating executive pay has not changed, and Glass Lewis will continue 
to assess each company holistically, considering companies’ specific circumstances through the lens of pay 
for performance alignment. The recent publication serves to provide illustrative guidance on voting policy 
issues that are likely to occur due to the COVID-19 pandemic and the resulting economic environment.   

Note that a consistent theme in Glass Lewis’ guidance is that companies should provide thorough and 
compelling disclosure on their compensation decisions to allow Glass Lewis to assess each company’s 
specific set of circumstances. Glass Lewis will also take a company’s pay-for-performance track record into 
consideration in their assessment. 

A summary of Glass Lewis’ compensation considerations is provided below. The full guidance can be found 

here.  

 

Item Policy Guidance 

Pay-for-

Performance 

Analysis  

▪ Will continue to consider its pay-for-performance grade results in the context of its 
qualitative assessment, including how executive pay levels and company 

performance compare on a relative basis (e.g., peers, industry specific) 

— Note: Concerns related to the disconnect between prior year pay and 
performance may be mitigated if supported by post-year-end performance  

Size of 

Compensation 

 

▪ Acknowledges that many companies lowered executive base salaries in a gesture of 

solidarity, but will ultimately continue to assess overall pay levels   

▪ Unless a company has performed extremely well (on both absolute and relative 

bases), will highly scrutinize increases to short-term targets or actual payouts and 

adjustments that enhance payouts (e.g., removing caps, excessive adjustments to 

metrics/calculation methodologies, exercising positive discretion) 

▪ Will continue to view year-over-year increases to target incentives more tolerably 

than high payouts for backward-looking performance (recognizing that the incentive 

plans should include challenging performance requirements)  

▪ Will analyze one-off grants based on size (absolute and relative), performance/ 

vesting criteria, company’s history of one-off grants, and the context of aligning pay 

and performance 

— Note: Grants made to indemnify the reduction of salaries or below-target payouts 
will be viewed with caution 

Structural Program 

Changes  

▪ Will view any major structural program changes with caution, but is mindful of the 

need for increased flexibility in the near term (e.g., through discretion) 

https://www.glasslewis.com/wp-content/uploads/2020/09/US-Canada-Comp-Approach-to-COVID.pdf?utm_campaign=Brand%20-%20Thought%20Leadership&utm_source=Coronavirus%20Resources%20Webpage&utm_medium=Website&utm_term=Coronavirus%20Resources%20Webpage&utm_content=Coronavirus%20Resources%20Webpage
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▪ Potentially problematic practices include replacements of performance-based awards 

with guaranteed/time-based awards and changes to performance-based awards in 

the middle/end of their cycle (e.g., switching metrics, shortening performance period)  

▪ Will evaluate the potential for program changes to result in a possible windfall 

scenario (e.g., pricing equity grants at lowest stock price in recent history)  

▪ Less concern/credit will be assigned to defined temporary arrangements 

Company 

Responsiveness  

▪ Will credit companies that provide extensive insight on their board’s overall response 

to the pandemic, but will not penalize those that do not 

▪ If Glass Lewis opposed a 2020 pay program due to pandemic-related adjustments, 

will assess whether there was a meaningful response to shareholders 

— Note: For one-off decisions, Glass Lewis will avoid issuing recommendations 

solely based on that one factor twice 

Equity Plan 

Proposals  

▪ Recognizes the pandemic has created near-term needs, and therefore expects to 

see higher dilution levels 

▪ In its evaluation of large share requests, will assess whether rationale is clear and 

sufficient (e.g., urgent need to conserve cash, exhaustion of reasonable alternatives) 

and whether equity is awarded to solely executives vs. broader employee population 

Repricing and 

Option Exchange 

Proposals  

▪ Remains firmly opposed to employee and director option repricing, and for 

companies that have been less directly impacted by the macroeconomic impact of 

the COVID-19 pandemic, repricing would be considered premature 

▪ For companies in highly affected industries with downturn outside of executives’ 

control, may consider repricing acceptable if all alternatives have been exhausted 

and remaining option term restricts probability of meaningful stock price recovery   

Golden Parachute 

Proposals  

▪ When reviewing golden parachute proposals, particularly during a large drop in 

company value, will consider the background of merger-related payments, as well as 

the context of earlier COVID-19 pay adjustments  

 

 

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

 

 

 

 

Item Policy Guidance 

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. 

http://www.clearbridgecomp.com/

