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Introduction 

Each year, ISS publishes Frequently Asked Question (FAQ) documents and a methodological whitepaper designed 
to help all stakeholders understand upcoming changes to ISS' U.S. compensation-related policies. As in prior years, 
updated versions of those documents will be published in mid-December 2019.  

This preliminary FAQ document sooner addresses certain questions that ISS has received regarding potential 
changes to the U.S. compensation policies, in advance of the more detailed information to be provided in the 
comprehensive updates to the FAQs and whitepaper coming in December.  

Unless otherwise noted, methodology changes noted in this document are effective for meetings on or after Feb. 
1, 2020.  

 

Quantitative Pay-for-Performance Screens 

1. Are there any changes to the Financial Performance Assessment (FPA) secondary screen for 2020? 

Yes. The Financial Performance Assessment in 2020 will be based on the Economic Value Added (EVA) metrics 
instead of the GAAP metrics that were used in 2019. The GAAP metrics will continue to be displayed on the 
research reports for informational purposes but will no longer be a part of the pay-for-performance screens. Other 
than the change to EVA metrics, the basic operation of the FPA screen as a secondary modifier screen affecting a 
relatively small number of companies will be the same. 

The four EVA metrics to be used in the FPA are: EVA Margin, EVA Spread, EVA Momentum vs. Sales, and EVA 
Momentum vs. Capital. EVA Metrics are calculated by ISS EVA and are based on audited financial data reported in 
annual and quarterly public filings. For more information on the EVA methodology and metrics, visit 
https://www.issgovernance.com/solutions/iss-analytics/iss-eva-resource-center/. 

2. Will any of the quantitative pay-for-performance thresholds change for 2020? 

Yes. The thresholds that trigger concern on the Relative Degree of Alignment (RDA) and Pay-TSR Alignment (PTA) 
tests will change as noted in the table below. The Multiple of Median (MoM) thresholds will not change in 2020 
and are therefore not included in this table. 

2019 VS. 2020 QUANTITATIVE THRESHOLDS: ALL US COMPANIES 

Measure Policy Year 
Eligible for FPA 

Adjustment 
Medium 
Concern 

High 
Concern 

Relative Degree of Alignment 2019 -28 -40 -50 

Relative Degree of Alignment  2020 -38  -50 -60 

Pay-TSR Alignment  2019 -13% -20% -35% 

Pay-TSR Alignment  2020 -22% -30% -45% 

 

https://www.issgovernance.com/solutions/iss-analytics/iss-eva-resource-center/
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3. Are there any other changes to the quantitative pay-for-performance screens for 2020? 

No. However, the ISS research reports will also feature a 3-year Multiple of Median (MoM) view of CEO pay as a 
measure of long-term pay on a relative basis. The 3-year MoM will not be part of the quantitative screen 
methodology and will be displayed for informational purposes only. 

4. Will the GAAP metrics continue to be used in the pay-for-performance evaluation? 

The GAAP metrics will not be used in the quantitative pay-for-performance screen for 2020. However, they will 
continue to be displayed for informational purposes and they may inform ISS’ overall evaluation of long-term pay 
and performance alignment.  

U.S. Equity Plan Scorecard (EPSC)  

The below is not an exhaustive list of updates to the Equity Plan Scorecard (EPSC) methodology for 2020. The 
answers to these questions may be useful in understanding some of the more significant changes to the U.S. EPSC 
for annual meetings on or after Feb. 1, 2020. Refer to the comprehensive FAQ documents to be published in mid-
December for more information. 

5. Will the EPSC passing scores change? 

No, the passing scores for all U.S. EPSC models will remain the same as in effect for the 2019 proxy season. As in 
prior years, there will be weighting/point reallocations among some of the individual factors within each EPSC 
model. 

6. Are there any new "overriding" factors? 

Yes. ISS is introducing a new negative overring factor for equity plan proposals that contain an “evergreen” funding 
provision. Evergreen funding refers to a plan provision for automatic share funding additions, typically on an 
annual basis, over the life of the equity plan. Evergreen features bypass shareholder approval of authorized share 
increases and may perpetuate plans with shareholder-unfriendly features. Evergreen features are viewed 
negatively and, in most cases, result in a very high plan cost estimate. 

7. Are there any substantive changes to the other EPSC factors? 

No. There are no substantive changes to other EPSC factors.  
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We empower investors and companies to build  

for long-term and sustainable growth by providing  

high-quality data, analytics, and insight.  

 

G E T  S T A R T E D  W I T H  I S S  S O L U T I O N S  

Email sales@issgovernance.com or visit issgovernance.com for more information. 

 

Founded in 1985, the Institutional Shareholder Services group of companies (“ISS”) is the world’s leading provider of corporate 
governance and responsible investment solutions alongside fund intelligence and services, events, and editorial content for 
institutional investors, globally. ISS’ solutions include objective governance research and recommendations; responsible 
investment data, analytics, and research; end-to-end proxy voting and distribution solutions; turnkey securities class-action 
claims management (provided by Securities Class Action Services, LLC); reliable global governance data and modeling tools; asset 
management intelligence, portfolio execution and monitoring, fund services, and media. Clients rely on ISS’ expertise to help 
them make informed investment decisions.  

 

This document and all of the information contained in it, including without limitation all text, data, graphs, and charts (collectively, 
the "Information") is the property of Institutional Shareholder Services Inc. (ISS), its subsidiaries, or, in some cases third party 
suppliers.  

The Information has not been submitted to, nor received approval from, the United States Securities and Exchange Commission 
or any other regulatory body. None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), or a 
promotion or recommendation of, any security, financial product or other investment vehicle or any trading strategy, and ISS 
does not endorse, approve, or otherwise express any opinion regarding any issuer, securities, financial products or instruments 
or trading strategies.  

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.  

ISS MAKES NO EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION AND EXPRESSLY 
DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, 
ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY, AND FITNESS for A PARTICULAR PURPOSE) 
WITH RESPECT TO ANY OF THE INFORMATION.  

Without limiting any of the foregoing and to the maximum extent permitted by law, in no event shall ISS have any liability 
regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost profits), or any other 
damages even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by 
applicable law be excluded or limited. 
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