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ISS Releases Guidance on COVID and Compensation 

Institutional Shareholder Services (“ISS”) recently released preliminary 

guidance on how it expects to address pandemic-related adjustments to 

compensation programs in the upcoming proxy season.  While COVID-related 

decisions are situation-specific and should be driven by the needs of each company 

and its constituencies, companies should carefully consider the ISS guidance as 

they assess 2020 performance and any related proxy disclosure.   

Annual Incentive Programs.  ISS will consider supporting adjustments to 

2020 performance goals if “the justifications and rationale are clearly disclosed, 

and the resulting outcomes appear reasonable.”  The guidance indicates various 

factors that should be addressed in disclosure, including the specific COVID-

related challenges resulting in modification of goals, the rationale for the specific 

change, and the effect of utilizing revised metrics as compared to the those in the 

original award design.  The disclosure should “address how changes are not 

reflective of poor management performance.”  ISS will be skeptical of revisions 

that yield above-target payouts.  To the extent that ISS has concerns with COVID-

related changes to a company’s annual incentive program for 2020, these concerns 

may be mitigated by positive changes to the company’s 2021 annual incentive 

program. 

Long-Term Incentive Programs. While ISS generally will not support 

changes to long-term incentive programs — on the theory that these programs 

should be designed to smooth performance over a long-term period — it may be 

receptive to “modest” modifications to awards granted in 2020 to reflect pandemic-

related uncertainty.  The guidance identifies use of relative or qualitative measures 

as a potentially appropriate modification where company-specific financial 

forecasting is challenging, while shifts to time-vesting awards or short-term 

performance periods would be viewed negatively.  Given the significant 

disruptions across business sectors and the unevenness of the recovery to date, we 

hope that ISS will adopt a more flexible approach regarding modified long-term 

incentives, even if for a less recently granted award.  Shareholder interests will not 

be well-served by maintaining stale goals that no longer bear a realistic 

relationship to future performance or to business imperatives.    
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Other Items.  The ISS guidance addresses several other pandemic-related 

issues, including the following items:   

 Compensation Reductions.  Limited credit will be given for base 

salary reductions that result in a reduction in total pay, with some 

additional credit if bonus targets are correspondingly reduced. 

 Retention Awards.  While ISS generally dislikes one-time retention 

awards, it may support such awards if the company provides a 

well-articulated rationale and if the awards are reasonable in 

magnitude and subject to long-term, “strongly performance-based” 

vesting conditions that are linked to the company’s rationale for 

granting the award. 

 Responsiveness.  For a company that received below 70% support 

in the prior say-on-pay cycle, ISS may excuse failures to 

implement remedial changes if the company discloses how the 

pandemic impeded implementation and a plan for future execution.  

The pandemic has resulted in unexpected challenges for virtually all 

companies.  The ISS guidance recognizes this reality and the fact that exceptional 

times may warrant extraordinary actions.  As the 2021 proxy season approaches, it 

will be as important as ever for companies to explain with specificity and context 

the scope and rationale for their compensation decisions.  
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