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On Nov. 4, 2022, ISS released its proposed benchmark policy changes for 20231. For Canada, the two policy consultations deal with board  
composition and accountability matters, respectively. The proposed voting policies are not new constructs as they were already announced in  
other markets last year. Thereby, most readers should not be surprised of their inclusion in the Canadian Policy Consultation.

Below is a summary of the updates planned for the Canadian market.

Board Racial and/or Ethnic Diversity 
In this year’s policy consultation, ISS is proposing a 
new board diversity policy for 2024 that would give 
Canadian S&P/TSX Composite Index constituents 
one year in which to comply. Specifically, ISS is 
recommending that every board should have 
one racially/ethnically diverse director. Under the 
policy, ISS will recommend against the nominating 
committee chair, the  chair of the committee that 
manages nominations, or chair of the board where no 
committee has been identified, if there are no racial/
ethnic nominees on the board.

Exceptions will be made if the board issues a public 
commitment to appoint a nominee.

Climate Board Accountability 
ISS is extending its climate board accountability policy 
globally after being adopted in 2022 for selected 
markets. The policy will continue to apply to high 
emitting companies, defined as the Climate Action 
100+ Focus Group. ISS is additionally updating the 
factors considered under the policy, specifically related 
to greenhouse gas (GHG) emissions reduction targets.

Under the policy, ISS will recommend against the 
appropriate directors and/or other voting items 
available if the company is not adequately
disclosing climate risk, such as according to the Task 
Force on Climate-related Financial Disclosures (TCFD) 

framework, and does not have either medium-term
or Net-Zero-by-2050 GHG emissions reduction  
targets for at least the company’s operations  
(Scope 1) and electricity use (Scope 2).

Note: ISS is considering developing its own target 
group of high-emitting companies and is seeking 
comments on the criteria it should use and if certain 
industry sectors should be prioritized.

ISS Governance QualityScore updates2  
In the 2023 updates to ISS Governance QualityScore, 
ISS is including 18 new factors as well as expanding 
the coverage of eight factors to the Canadian market. 
Many of the additions are in the Compensation as  
well as Audit & Risk Oversight Categories. In addition 
to this, the Audit & Risk Oversight Category is now  
the most heavily weighted group.

With regards to the ISS Governance QualityScore 
updates, many of the new factorsare being included  
in the data analysis, however, a vast majority of them 
will remain unscored so that corporates have time to
publish the necessary documentation to receive 
credit. Specifically, any factor that has an asterisk (*) 
will be scored on its first year whereas the others will 
not be scored. Readers should also note that many 
of the factors listed below may in the near future 
become part of the ISS Canadian Voting Policy.

1 See ISS’s full document at https://www.issgovernance.com/file/policy/2022/2023-Benchmark-Policy-Changes-For-Comment.pdf.
2 A list of the Climate Action 100+ Focus Group companies may be found at https://www.climateaction100.org/whos-involved/companies/#.
3 See ISS’s full document at https://higherlogicdownload.s3.amazonaws.com/GOVERNANCEPROFESSIONALS/a8892c7c-6297-4149-b9fc-378577d0b150/UploadedImages/q4-2022-methodology-update-highlights.pdf.
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l  What percentage of the committee responsible for 
succession is independent? (Q421)

l   How many directors have climate skills? (Q438)

l  How many directors have diversity, equity, and  
inclusion skills? (Q439)

l  What is the average percentage of director skills? 
(Q440)

l   Does the company disclose its third-party 
information security risks? (Q441)

l  Has the company experienced a third-party 
information security breach? (Q442)

l   What percentage of the committee responsible for 
mergers and acquisitions is independent? (Q446)

l  What percentage of the committee responsible for 
human capital management is independent? (Q447)

l   What percentage of the committee responsible for 
climate is independent? (Q448)

Below is the list of expanded coverage factors  
for Canada:

Board Structure Factors

l  What percentage of outstanding stock do directors 
and executives own? (Q140)

l  Are there material related party transactions 
involving the CEO? (Q216)

l  What percentage of directors received vote support 
below eighty percent? (Q312) 

l   Does the board have a retirement and/or tenure 
policy? (Q349)

l  Does the board exhibit ethnic diversity? 

Compensation Factors

l  Does the company disclose a performance measure 
for all other executive long-term incentives? (Q125)

l  What percentage of outstanding equity is attributed 
to equity plans? (Q127)

l  What is the company’s three-year average 
adjusted burn rate? (Q433)

Board Structures

l  Do the leaders on the board exhibit ethnic diversity? 
(Q434)*

Compensation Factors

l  What is the disclosure level of information security-
related performance measures for the executive 
short-term or any executive long-term incentive 
plan? (Q443) 

l  What is the overall quantitative concern level for 
the CEO’s pay-for-performance evaluation? (Q444 – 
excluding Canada Small Cap)*

l   What is the concern level of the size of the CEO’s 
one-year pay as a multiple of the median pay of the 
company’s peers (MOM)? (Q449 – excluding Canada 
Small Cap)

l  What is the concern level of the degree of alignment 
between the company’s total shareholder return and 
the change in CEO pay over the past five years (PTA)?  
(Q450 – excluding Canada Small Cap)

l  What is the concern level of the degree of alignment 
between the company’s annualized three-year pay 
percentile rank and its three-year annualized total 
shareholder return rank relative to its peers (RDA)? 
(Q451)

l   What is the initial quantitative concern level for the 
CEO’s pay-for-performance evaluation? (Q453)

Audit & Risk Oversight Factors

l  What percentage of the committee responsible for 
health and safety is independent? (Q417)

l  What percentage of the committee responsible for 
risk is independent? (Q418)

The updated factors for Canada include:
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Board Matters 
As announced last year, Glass Lewis will be extending 
its board gender diversity policy to all TSX public 
companies in 2023. Under this latest policy, Glass 
Lewis will generally recommend against nominating 
committee members if there is not at least 30 percent
gender diversity on the board. On a case-by-case basis, 
Glass Lewis will still carefully review those companies 
that do not comply with this recommendation by 
looking at their diversity disclosures to determine if
the company has provided sufficient rationale as well 
as the manner in which it plans on addressing  
non-compliance.

As announced last year, Glass Lewis will now 
require S&P/TSX companies to explicitly state which 
committee is responsible for environmental and social 
matters. Should this be a responsibility of a committee 
or the entire board, then it needs to be fully disclosed. 
For those that do not disclose this information, a vote 
against the governance chair will result. 

Glass Lewis is also introducing cyber risk oversight in 
its evaluation of board responsibilities and nominees. 
Furthermore, in cases where there have been cyber 
risk concerns and there has been insufficient  
oversight or mitigation, a vote against certain  
directors may result.

Glass Lewis will also consider recommending against 
the appropriate directors if the company is not 
adequately disclosing climate risk, similar to the Task 
Force on Climate-related Financial Disclosures (TCFD)
framework. Moreover, companies should have clearly 
defined oversight responsibilities for climate risk and 
state who is accountable for them. The policy will 
continue to apply to high emitting companies, similar 
to the Climate Action 100+ Focus Group.

With this guidelines update, Glass Lewis is amending 
its policy on director mandates to state that executive 
officers on TSX-companies having more than one (was 
two) external public company commitments would be
considered overboarded, and this would result with 
an against recommendation. In a similar manner, 
for executives on TSX Venture Exchange-companies 
having more than four (was five) external public 
company commitments would result in an against
recommendation.

Compensation Matters

Glass Lewis is also moving towards the guidance 
that 50% of the long-term incentive equity pay mix 
should be performance-based. One should note that 
its previous guidance was set at 33% performance-
based. While this guidance would not immediately 
result in an against recommendation, it could be a 
contributing factor when there are a multitude of 
compensation concerns.

1See Glass Lewis’s full document at https://www.glasslewis.com/wp-content/uploads/2022/11/Canada-Voting-Guidelines-2023-GL.pdf?hsCtaTracking=24677147-8c3d-4a95-9803-a8e0ff79336c%7C2c13cc51-a28f-48cf-963e-37e853dd0e43

Glass Lewis is also further clarifying its
approach to mega-grants. Specifically, should
there be concerns with quantum, excessive
dilution, poorly designed performance
conditions, among other matters, a vote
against the compensation chair may result.

Unequal Voting Rights

Glass Lewis is amending its policy related to
unequal voting rights meant to uphold its
stance on one-share, one-vote as a principle of
good governance. Previously, should a
company not establish a sunset provision of
seven years or less, a vote against the
governance committee chair would occur.
Beginning in 2023, should a representative of
the multi-class shares be standing for election,
then a vote against this nominee would result.
Furthermore, when analyzing proposals to
unwind multi-class share structures, Glass
Lewis clarifies it will take into consideration any 
financial compensation offered to holders
of shares with superior rights.

On Nov. 17, 2022, Glass Lewis released five policy updates for 2023 with many others expected in the coming days. In addition to the Canadian
policy, Glass Lewis maintains country-level guidelines tailored to the corporate governance regulations, codes, practices, and structures
specific for each market. For Canada1, Glass Lewis is proposing multiple policy changes as well as some clarifications on existing policies. Below
is a summary of the proposed changes:



ISS Canada Proposed Policy Updates for 2023

5

AllianceAdvisors.com

Alliance Advisors will continue to review and publish executive summaries on most of Glass Lewis’ 2023 policies as they become available. 
Furthermore, Alliance’s highly experienced traditional Governance and ESG analytics professionals can provide guidance and expertise needed 
to enhance the shareholder engagement process, maximize policy support and underwrite successful resolution advisory support such as 
board composition and competency reviews, executive and board remuneration structure evaluation, as well as ESG and sustainability 
strategy assessment and corresponding disclosure.

To contact us, please email us at: GlobalResearch@allianceadvisors.com

https://www.allianceadvisors.com

