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2020 Proxy Season: Glass Lewis and ISS Updates
Both  Gl ass,  Lewi s & Co  (Gl ass Lewi s) and  Inst i tu t i ona l  Shareho l de rs Servi ces (ISS) recen t l y re l eased  vo t i ng  gu i de l i nes fo r the  2020  p roxy season .  T he
Gl ass Lewi s gu i de l i nes a re  e ffect i ve  fo r m ee t i ngs on  o r a f te r January 1 ,  2020 ,  and  the  ISS gu i de l i nes a re  e ffect i ve  fo r m ee t i ngs on  o r a f te r February 1 ,
2020 .  T h i s bu l l e t i n  sum m ari zes the  m ore  si gn i f i can t  changes to  each  f i rm ’s Canad i an  gu i de l i nes fo r the  2020  p roxy season .

Glass Lewis 2020 Updates

1. Director Attendance and Committee Meeting Disc losure

Gl ass Lewi s wi l l  genera l l y recom m end a  vo te  Aga i nst  an  i ssuer’s governance  com m i t tee  cha i r when :

i.  beg i nn i ng  i n  2020 ,  the  i ssuer does no t  d i scl ose  the  m ee t i ng  a t tendance  reco rds fo r board  and  com m i t tee  m ee t i ngs;  and

i i .  beg i nn i ng  i n  2021 ,  the  i ssuer does no t  d i scl ose  the  num ber o f  aud i t  com m i t tee  m ee t i ngs tha t  took p l ace  du ri ng  the  year.

T hese  t ri gge rs a re  i n  add i t i on  to  the  exi st i ng  requ i rem en t tha t  d i recto rs a t tend  a t  l east  75  pe r cen t  o f  m ee t i ngs un l ess they have  a  va l i d  reason .
M oreover,  beg i nn i ng  i n  2021 ,  Gl ass Lewi s wi l l  recom m end a  vo te  Aga i nst  an  i ssuer’s aud i t  com m i t tee  cha i r i f  the  aud i t  com m i t tee  d i d  no t  m ee t a t  l east
fou r t i m es tha t  yea r.

2. Elect ing the Board of Directors

Board  Di ve rsi ty

As o f  January 1 ,  2020 ,  i ssuers i nco rpo ra ted  under the  Canada  Busi ness Corpora t i ons Act (CBCA) wi th  pub l i cl y t raded  securi t i es a re  ob l i ga ted  to
d i scl ose  the  num ber and  pe rcen tage  o f  wom en, Abori g i na l  pe rsons,  and  m em bers o f  vi si b l e  m i no ri t i es and  pe rsons wi th  d i sab i l i t i es on  the  board  o f
d i recto rs and  wi th i n  sen i o r m anagem ent.  Gl ass Lewi s has no t  a l te red  i ts gu i de l i nes based  on  these  am endm ents.  None the l ess,  Gl ass Lewi s has sta ted  i ts
i n ten t i on  to  revi ew any new d i ve rsi ty d i scl osu re  and ,  where  re l evan t ,  re f l ect  the  d i scl osu re  i n  i ts vo t i ng  recom m enda t i on  fo r d i recto r nom i nees o f  T SX
i ssuers.

Board  Ski l l s

In  2019 ,  Gl ass Lewi s cod i f i ed  a  board  ski l l s m a tri x tha t  i t  u t i l i zes i n  i ts ana l ysi s o f  d i recto r nom i nees a t  T SX 60  i ssuers.  T he  m atri x p rovi des a  f ram ework
to  assess a  board ’s ski l l s and  com petenci es.  T he  2020  gu i de l i nes cl a ri fy the  expecta t i on  fo r T SX 60  i ssuers to  p rovi de  m ean i ng fu l  d i scl osu re  o f  a
board ’s ski l l s and  com petenci es.  I f  a  board  fa i l s to  p rovi de  m ean i ng fu l  d i scl osu re ,  Gl ass Lewi s wi l l  consi de r recom m end i ng  an  Aga i nst  vo te  fo r the  cha i r
o f  the  nom i na t i on  com m i t tee  o r the  equ i va l en t .

3. Say-on-Pay Analys is

Gl ass Lewi s revi ews the  com pensa t i on  awarded  to  sen i o r execu t i ves and  consi de rs the  a l i gnm ent o f  execu t i ve  com pensa t i on  and  i ssuer pe rfo rm ance ,
and  the  d i scl osu re  the reo f ,  as a  cri t i ca l  aspect  o f  sha reho l de rs’ i n te rests.  In  fact ,  Gl ass Lewi s be l i eves say-on -pay p roposa l s shou l d  be  subm i t ted  to
shareho l de rs annua l l y,  desp i te  no  l ega l  ob l i ga t i on  fo r i ssuers to  do  so .  In  the  2020  upda te ,  Gl ass Lewi s em phasi zes tha t  the  fo l l owi ng  con tractua l
paym ents i n  favour o f  execu t i ves a re  p rob l em at i c:  excessi ve  severance  paym ents;  new o r renewed  si ng l e -t ri gge r change-i n -con tro l  a rrangem ents;  and
m u l t i -yea r guaran teed  awards.  T he  2020  upda te  suggests tha t  i ssuers shou l d  e l i m i na te ,  ra the r than  renew o r revi se ,  these  en t i t l em en ts.

4. Shareholder Engagement

In  the  2020  upda te ,  Gl ass Lewi s suggests tha t  an  i ssuer shou l d  p rovi de  an  appropri a te  response  i f  i ts l ast  say-on -pay p roposa l  rece i ved  l ess than  80  pe r
cen t  sha reho l de r fo r vo tes.  Genera l l y,  an  i ssuer shou l d  engage  wi th  sha reho l de rs,  respond  to  the i r concerns and  d i scl ose  de ta i l s regard i ng  the
engagem ent and  rem ed i a t i on  p rocess.  Wh i l e  the  requ i red  response  depends on  the  severi ty o f  the  shareho l de r p ro test ,  i nadequa te  shareho l de r
engagem ent m ay resu l t  i n  a  nega t i ve  vo t i ng  recom m enda t i on  fo r m em bers o f  the  com pensa t i on  com m i t tee .

ISS 2020 Updates

1. Ratificat ion of Auditors

ISS recom m ends vo t i ng  For the  approva l  o f  aud i to rs un l ess non-aud i t  fees pa i d  to  the  aud i to r exceed  aud i t ,  aud i t -re l a ted ,  and  tax com p l i ance  fees.
Neverthe l ess,  ISS has l ong  had  a  ca rve -ou t  fo r one-t i m e  cap i ta l  restructu ri ng  even ts and ,  wi th  p roper d i scl osu re ,  an  i n i t i a l  pub l i c o ffe ri ng ,  em ergence
from  bankrup tcy,  o r sp i no ff  wou l d  a l so  fa l l  under th i s l i m i ted  exem pt i on .  T he  2020  gu i de l i nes b roaden  the  l anguage  to  pe rm i t  even ts such  as an  M &A
transact i on  (i ncl ud i ng  a  d i sposi t i on ) o r a  re -dom i ci l i a t i on  to  qua l i fy as one-t i m e  cap i ta l  restructu ri ng  even ts.  As i n  past  yea rs,  the  ca rve -ou t  on l y app l i es
i f  the re  i s adequa te  d i scl osu re  regard i ng  the  t ransact i on  and  the  associ a ted  fees.

2. Elect ing the Board of Directors

Excessi ve  Non-Aud i t  Fees



I f  ISS recom m ends vo t i ng  Aga i nst  the  ra t i f i ca t i on  o f  the  aud i to rs,  i t  wi l l  a l so  recom m end a  Wi thho l d  vo te  fo r m em bers o f  the  aud i t  com m i t tee .  ISS’s
ra t i ona l e  i s tha t  the  aud i t  com m i t tee  i s responsi b l e  fo r ove rsee i ng  the  work o f  the  exte rna l  aud i to r and  approvi ng  non-aud i t  se rvi ces.

Po l i cy Consi de ra t i ons fo r Ma jo ri ty-Ow ned  Issuers

ISS consi de rs d i recto r nom i nees who  a re  o r who  rep resen t  a  con tro l l i ng  shareho l de r i n  m a j o ri ty-owned  i ssuers as non-i ndependen t .  However,  ISS has an
excep t i on  and  m ay st i l l  support  the  nom i nee  under ISS’s board  and  com m i t tee  i ndependence  po l i ci es i f  the  i ssuer m ee ts ce rta i n  speci f i ed  cond i t i ons.
T he  2020  gu i de l i nes st i pu l a te  tha t  the  excep t i on  canno t  app l y to :

i.  dua l  cl ass i ssuers havi ng  com m on shares wi th  unequa l  vo t i ng  o r unequa l  board  rep resen ta t i on  ri gh ts;  o r

i i .  d i recto r nom i nees tha t  a re  m em bers o f  m anagem ent.

Di recto r A t tendance

L i ke  Gl ass Lewi s,  ISS genera l l y recom m ends a  Wi thho l d  vo te  fo r d i recto r nom i nees tha t  do  no t  m ee t ce rta i n  a t tendance  th resho l ds fo r board  and  key
com m i t tee  m ee t i ngs (a t  l east  75  pe r cen t ,  sub j ect  to  ce rta i n  va l i d  excep t i ons).  T he  2020  upda te  m akes two  changes:

i.  ISS cl a ri f i es tha t  the  75  pe r cen t  a t tendance  th resho l d  i s de te rm i ned  based  on  the  aggrega te  o f  board  and  key com m i t tee  m ee t i ngs,  ra the r than
i nd i vi dua l l y;  and

i i .  ISS wi l l  consi de r nom i nees on  a  case-by-case  basi s i f  they on l y se rved  fo r pa rt  o f  the  f i sca l  yea r,  o r i f  they a re  a  nom i nee  a t  a  recen t l y pub l i ca l l y
l i sted  i ssuer o r an  i ssuer tha t  recen t l y g radua ted  to  the  T SX.

Former CEO/CFO on  Aud i t /Compensa t i on  Commi t tee

In  2019 ,  ISS recom m ended  a  Wi thho l d  vo te  fo r any d i recto r nom i nee  who  i s a  m em ber o f  the  aud i t  o r com pensa t i on  com m i t tee  o f  a  T SX i ssuer and
served  as:

i.  the  CEO o f  the  i ssuer i n  the  past  f i ve  years;  o r

i i .  the  CFO o f  the  i ssuer i n  the  past  th ree  years.

T he  2020  upda te  extends the  Wi thho l d  recom m enda t i on  to  a  d i recto r nom i nee  who  se rved  as the  CEO o f  the  i ssuer’s a ff i l i a te  o r a  com pany acqu i red  by
the  i ssuer wi th i n  the  past  f i ve  years,  o r who  se rved  as the  CFO o f  such  en t i t i es wi th i n  the  past  th ree  years.  T he  change  a l i gns ISS’s gu i de l i nes wi th  the
i m portance  ISS p l aces on  d i recto r i ndependence .

Overboarded  Di recto rs

ISS genera l l y recom m ends a  wi thho l d  vo te  fo r d i recto r nom i nees who  a re  non-CEO d i recto rs a t  a  T SX i ssuer and  se rve  on  m ore  than  f i ve  pub l i c i ssuer
boards,  o r who  a re  CEOs o f  T SX i ssuers and  se rve  on  the  boards o f  m ore  than  two  pub l i c i ssuers besi des the i r own  (the  Wi thho l d  recom m enda t i on  on l y
app l i es to  the  ou tsi de  i ssuers).  T he  2020  upda te  p rovi des a  l i m i ted  excep t i on  to  the  ove rboard i ng  po l i cy fo r d i recto r nom i nees tha t  have  com m i t ted  to
stepp i ng  down f rom  one  o r m ore  ou tsi de  boards and  have  d i scl osed  th i s i n fo rm at i on  l ead i ng  up  to  the  shareho l de r m ee t i ng .

3. Equity  Based Compensation for Venture-Listed Issuers

T he  2020  upda te  i n t roduces an  add i t i ona l  facto r fo r the  case-by-case  revi ew o f  T SX-V and  CSE-l i sted  i ssuers’ equ i ty com pensa t i on  p l ans.  I f  a  p l an  i s an
‘eve rg reen  p l an ’ (i .e . ,  i t  i s a  ro l l i ng  equ i ty p l an  tha t  enab l es au to -rep l en i shm ent o f  sha re  rese rves wi thou t  requ i ri ng  pe ri od i c sha reho l de r approva l  a t
l east  eve ry th ree  years),  i t  wi l l  genera l l y t ri gge r a  vo te  Aga i nst  recom m enda t i on .  Fu rthe rm ore ,  fo r m ee t i ngs on  o r a f te r February 1 ,  2021 ,  ISS wi l l  a l so
recom m end a  Wi thho l d  vo te  i f  the  i ssuer m a i n ta i ns an  eve rg reen  p l an ,  has no t  sough t  approva l  o f  the  p l an  i n  the  past  two  years,  and  does no t  seek
shareho l de r approva l  a t  the  m ee t i ng .  T h i s upda te  i s pa rt i cu l a rl y i m portan t  fo r CSE-l i sted  i ssuers because  un l i ke  the  T SX-V, the  CSE does no t  requ i re
annua l  recon f i rm a t i on  o f  ro l l i ng  equ i ty p l ans.

4. Incorporat ion of Economic Value Added (EVA) Metrics

ISS stri ves to  p rovi de  i nvesto rs wi th  i n fo rm at i on  to  assess pay and  pe rfo rm ance  a l i gnm ent.  In  i ts 2019  reports,  ISS used  GAAP-based  cri te ri a  fo r i ts
Fi nanci a l  Pe rfo rm ance  Assessm ent (FPA).  However,  ISS recogn i zes tha t  GAAP-based  m etri cs can  d i sto rt  t rue  econom i c pe rfo rm ance .  T he  EVA m etri cs
rep resen t  the  econom i c p ro f i t  an  i ssuer ea rns a f te r m ee t i ng  a l l  i ts ob l i ga t i ons and  p rovi de  supp l em enta l  understand i ng  o f  an  i ssuer’s pe rfo rm ance .
Sta rt i ng  i n  2020 ,  ISS wi l l  u t i l i ze  EVA m etri cs i n  i ts FPA ana l ysi s.

Conclusion

T he  ISS and  Gl ass Lewi s upda tes dem onstra te  the  rap i d l y chang i ng  t rends and  best  p ract i ces i n  co rpo ra te  governance .  Gi ven  the  i m pact  ISS and  Gl ass
Lewi s recom m enda t i ons can  have  on  shareho l de r vo t i ng ,  i ssuers a re  we l l  advi sed  to  consi de r the  gu i de l i nes and  respond  as appropri a te .  As the  2020
proxy season  approaches,  fee l  f ree  to  con tact  BLG i f  you  have  quest i ons re l a ted  to  the  ISS o r Gl ass Lewi s upda tes,  o r fo r m ore  i n fo rm at i on  on  any o the r
co rpo ra te  governance  i n i t i a t i ves.

The  assi stance  o f  Mi chae l  Vandenberghe ,  a rt i cl i ng  studen t ,  i s g ra te fu l l y acknow l edged .
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