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Executive Summary

There is growing momentum worldwide to ensure businesses are more respon-
sible for the ways they impact the planet, workers and the communities they rely
upon. Investors in public and private companies are also demanding disclosure
of additional information to inform their investment strategies. These efforts
have spawned a new ecosystem and industry for measuring, tracking and com-
paring corporate conduct and corporate strategy on a wide variety of dimensions,
commonly summarised under the themes of environmental, social and govern-
ance performance (ESG). Yet there is one area of impact that is rarely discussed or
measured in a consistent manner: the “political footprint” of business.

This footprint includes all corporate political activities from corporate lobbying
and political spending to other forms of corporate influence aimed at shaping
public opinion and public policies in a way that advances a company’s interests.
While most ESG rating and data providers (e.g. Sustainalytics, S&P, Moody’s, Re-
pRisk, MSCI), sustainability reporting standards (e.g. GRI 415, CDP) and other vol-
untary standards (e.g. OECD/UN-PRI, WBA) encourage companies to share infor-
mation beyond legally mandated disclosures, they fail to capture the full scope
of corporate political activities. This creates a significant blind spot for investors,
regulators and other users of corporate data.

The Good Lobby Tracker strives to fill this gap by offering the first systematic
assessment of virtually all major corporate political responsibility reporting initi-
atives, from sustainability frameworks to ESG ratings, with the aim of enhancing
their transparency, accountability and usefulness. It is designed to help business
practitioners, investors, civil society advocates, policymakers, regulators and
other stakeholders select the best methods and standards to use when assess-
ing the corporate political footprint of companies. The Tracker’s ultimate goal is
to contribute to a system that makes the political conduct of all businesses more
fully visible, better governed and more attuned to helping solve the critical prob-
lems of our time.

Following an assessment of all major corporate political responsibility initiatives,
the Tracker assessment methodology identified over 30 best practices emerging
in this space and organised them across 8 different categories. After scoring all
existing initiatives against these emerging practices, the Tracker rates each initi-
ative to shed light on the quality and quantity of corporate political activity data
gathered and assessed by each of them.

A low average score across the different initiatives included in the Tracker re-
veals both their limited focus on political activities by asset owners, investment
managers and rating agencies, and also how little sophistication exists around
the reporting of corporate political activities. This appears due mainly to the fol-
lowing factors:

1. Unclear, overly narrow definitions of corporate political activities

Corporate political activities are not defined consistently across different in-
itiatives that assess responsible business conduct, with only a few initiatives
striving to capture subtler forms of influence such as indirect lobbying, via trade
associations or other third-party actors including think tanks, philanthropies or
academic stakeholders.
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2. Poor recognition of corporate political activities

The majority of ESG and sustainability ratings agencies largely ignore the role of
corporate political activities in shaping regulation and public policy, and on cor-
porate financial performance. Thus, corporate political activities continue to be
considered as ancillary issues, rather than as key variables in determining corpo-
rate impact on environmental, social and governance themes, and the financial
success of companies in highly regulated industries, from investment banking to
technology and medicine.

3. The third-party blindspot

Only a handful of the initiatives covered in the Tracker strive to capture the full
scope of third-party influence to consider business association membership and
the use of charities, foundations, Political Action Committees (PACs), and other
arms-length political fundraising organisations. Virtually none of the assessed
standards consider the presence of escalation mechanisms for companies to
re-evaluate and terminate relationships with third party lobbying partners that
may engage in misconduct or whose lobbying is misaligned with a company’s
stated principles.

4. Lack of recognition of positive lobbying

Out the 26 initiatives assessed in the Tracker, only one addresses proactive ef-
forts by companies to embrace sustainable lobbying practices as inferred from
adherence to self-imposed codes of conduct and positive impact goals - such as
requiring a commitment to support democratic process, respect for planetary
boundaries, and efforts to equalise access to political power.

5. Opaque methods and limited access to data

Despite acting as the arbiters of corporate political transparency, none of the in-
itiatives examined in the Tracker appears as transparent and as accountable in
their own internal governance. In particular, the proprietary nature of ESG data
providers’ underlying methodologies renders them particularly difficult to as-
sess, giving rise to concerns over potential gaps in methodological rigour and the
independence of the ratings and the firm-level assessments provided.

Against this backdrop, the Tracker offers the first real-time navigator offering
practical insight and help for all interested stakeholders in plotting the path
towards corporate political responsibility and sustainability across all policy
areas, including for:

Investors. The Tracker helps investors and other capital providers to identify the
most suitable rating providers to screen investee companies for responsible cor-
porate political conduct and by facilitating their direct engagement with com-
panies on these issues. Investors can also use the Tracker to engage with ESG
data and ratings providers, by identifying their relative strengths, weaknesses
and cross-rating inconsistencies. The Tracker shows how all ESG ratings and data
providers can work to better capture companies’ political footprint in their data
collection.

Reporting companies. The Tracker provides companies with a consistent view
on emerging ‘best practices’ on how they are expected to organise, exercise, and
report on their political activities.
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Industry & trade associations. The Tracker can be used by these groups as a
simple benchmark for their own governance and conduct while exercising corpo-
rate political activities on behalf of their members.

Regulators & standard-setting bodies. The Tracker outputs demonstrate the
wide variety of standards and methodologies developing in the corporate polit-
ical activity reporting space, and should inspire more coherent and consistent
responses to the same issues from regulators.

Policymakers. Policymakers can use the Tracker categories to more consistently
and effectively monitor the transparency and governance of ESG rating method-
ologies and explore at sector and industry-specific level what positive corporate
lobbying ought to look like in their jurisdiction.

Civil society organisations. Civil society organisations concerned with the nega-
tive impacts of corporate lobbying can use the Tracker as an accessible account-
ability framework they could apply to companies, their trade associations, and
investors and encourage them to further develop sector-specific recommenda-
tions for positive lobbying.

The overall ambition is to equip pivotal actors in the system with the awareness,
tools and incentives to fully recognize the important role of corporate political
activities and build a system that makes the political conduct of business fully
visible, better governed and more responsibly attuned to helping solve the criti-
cal problems of our time.

THE MLOBBY TRACKER



Introduction

There is growing momentum worldwide to ensure businesses in all industries are
responsible for the ways they impact the planet, workers and the communities they
rely upon. Yet there is one area of impact that is rarely discussed, the corporate
“political footprint”, which includes lobbying, political spending and other forms of
influence aimed at shaping - and often undermining - public policy and regulations
designed to benefit society and address social and economic challenges.

Many stakeholders now acknowledge that how a company behaves politically is
as important as its operations - from greenhouse gas emissions to employment
practices and tax planning. Demanding more transparency on corporate political
activities and its internal governance is currently among the most popular ESG
asks in shareholder meetings alongside climate change resolutions. Shareholders
expressing concern over corporate political activities are being joined by company
insiders. With an average of 30% of all business profits across all industries de-
pending on political and regulatory factors, employees and business strategists
understand the enormous significance and impact of corporate political activi-
ties on the company’s bottom line.?2 Beyond its well appreciated impact on prof-
it margins, marketers also value corporate political activities as an increasingly
important brand differentiator in politically charged environments and crowded
markets.? Compliance and crisis management teams are alert to reputational and
legal risks associated with poorly designed and executed corporate political activ-
ities. The preparatory work behind the Tracker confirms high levels of sensitivity
and awareness of the importance of this area of corporate engagement, but an
absence of shared language, definitions, and data to properly explain what is hap-

pening.

Corporate political activities are of material concern for companies, investors
and wider stakeholders, including for society, and for the health of the planet.* In
response to this, a growing universe of corporate political accountability stand-
ards and initiatives is emerging and evolving. Most of these initiatives, from ESG
rating and data providers (e.g. Sustainalytics, S&P, Moody’s, RepRisk, MSCI), sus-
tainability reporting standards (e.g. GRI 415, CDP) to third-party standards on cor-
porate political engagement (e.g. OECD/UN-PRI, WBA), encourage companies to
share information beyond legally mandated disclosures, such as those generally
imposed by lobbying regulations. These new standards and initiatives also re-
quire more granular information on corporate political spending, corporate gov-
ernance aspects of who has oversight of influence campaigns, as well as details
on the specific issues being lobbied on, and how much money is being spent
on these campaigns. This appears particularly true for disclosure on corporate
climate policy activity, where investors have led a push for greater scrutiny and
transparency via CDP and other voluntary corporate reporting frameworks. But
the push forenhanced disclosure also extends to a range of social issues from re-
porting on gender pay equity to child and forced labour. To maintain their licence
to operate, companies are increasingly called upon by investors and wider society
to internalise not only their environmental and social impact, but also the ‘polit-
ical footprint’ they leave behind through a range of corporate political activities.
Ultimately, no company can declare itself sustainable unless it fully accounts
for not only its environmental and social footprint, but also its political im-
pact. Hence the urgent need to bring some clarity and focus to how the current
corporate sustainability and ESG rating methodologies and standards do or do
not consider corporate political activity.
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The Good Lobby Tracker

The Good Lobby Tracker is the first initiative aimed at comprehensively assessing
the major corporate political responsibility reporting initiatives, from sustaina-
bility frameworks to ESG ratings and other voluntary, non-commercial initiatives
such as the OECD frameworks, with the aim of enhancing their transparency,
accountability and usefulness. It is designed to help business practitioners, in-
vestors, civil society advocates, policymakers, regulators and other stakehold-
ers select the best methods and standards to use when assessing the corporate
political footprint of companies. It serves as a navigational aid to understand
and compare different tools, templates and data collection efforts, their relative
strengths, weaknesses, and ambition levels when it comes to corporate political
activities. The Tracker provides a consistent assessment of all these initiatives
against an evolving set of essential and aspirational expectations for the disclo-
sure of corporate political activities. The Tracker methodology builds upon and
reflects the latest thinking by scholars and practitioners on what a clear, compre-
hensive actionable assessment and reporting of a company’s political footprint
should look like and what all companies should strive towards.

What the Tracker does not do

Unlike other initiatives, The Good Lobby Tracker is not assessing the corporate
political engagement practices of individual companies but operates upstream
in an attempt at rating the raters active in this space. It examines the method-
ologies, standards and data reporting and collection frameworks used by most
market participants in the corporate sustainability ecosystem. The Tracker anal-
yses the standards and reporting norms currently relied on to make sense of and
factor corporate political conduct into their decision making.

Getting a comprehensive overview of the rating and analysis landscape is par-
ticularly important at this moment in time in response to urgent demands for
higher-quality, comparable data from investors and regulators. Until rules for the
mandatory disclosures of this information are properly implemented, data users
will have to rely on and advocate for enhanced voluntary disclosure standards.®
The Tracker can inform and support this work.
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Standards and initiatives covered

As many stakeholders have come to realise that how a company behaves politi-
cally is as important as its operation - be it in terms of greenhouse emissions or
social rights record,® reporting guidelines and frameworks are already evolving in
response to widespread concern over the impact and lack of transparency on cor-
porate political activities. A rapidly-expanding corporate political accountabili-
ty ecosystem is emerging and taking shape. Most of these initiatives, including
those analysed in the Tracker, encourage companies to share data on their po-
litical activities that extends well beyond legally mandated disclosures, such as
those generally imposed by lobbying regulations through public registries. These
voluntary standards expect companies to provide more granular reporting than
publicly required frameworks on corporate political activities’ spending, corpo-
rate governance aspects. They also expect companies to report details on the
issues on which they lobby, and the assessed impact of lobbying efforts. However,
the current reporting and accountability ecosystem for corporate political activ-
ity is highly fragmented and uncoordinated. In the sustainable finance and ESG
space, since the rating agency methodologies are typically proprietary in nature,
they remain difficult to compare with one another.

Moreover, most initiatives tend to focus on corporate political activities as they
unfold over time either in specific policy areas (e.g. climate change), such as the
Global Standard on Responsible Climate Lobbying,” or industries (e.g. nutrition),
such as the Access to Nutrition Initiative’s Spotlight on Lobbying.® In these cir-
cumstances, to fully grasp the impact of these efforts, a cross-cutting, compar-
ative assessment of CPAs beyond sectoral initiatives is urgently needed. The GRI
recently highlighted the need to work on a more consistent and complete volun-
tary standard on lobbying, influence and accountability.’ Yet real progress will be
required in order to address persistent shortcomings across existing standards
and frameworks.

The Good Lobby Tracker scores three groups of standards for assessing and re-
porting on corporate political activities. Given the variety and diversity of initia-
tives and standards covering corporate political activities, the three groups can
be seen along a continuum of more formal and established frameworks, covering
ESG data and ratings providers to more aspirational voluntary frameworks and
standards:
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ESG DATA & RATINGS PROVIDERS

SUSTAINABILITY REPORTING STANDARDS

OTHER STANDARDS

Bloomberg ESG &

EFRAG ESRS G2 Business

AccountAbility Lobbying

Climate Indices Bloomberg  onquct B EFRAG  Health Check @ Accounhbility
EcoVadis ecovadis GRi 415 Public Policy B-Lab Impact Assessment
Business Sustainability Ratings MethOdOlOQV m
Fitch Solutions ESG . ade CDP Climate Change
Ratings Methodology FitchSolutionisJ; ISSBIFRS S1 @ Scoring Methodology Reop
. Erb Principles for Corporate THE ERB
FTSE4Good TCFD Recommendations TCFD| Responsibility PRINCIPLES
FTSE4Good
. ICGN Guidance on Political
ISS Quality Score ISS ESGD>> Lobbying and Donations @ IcGN
OECD Principles for
Moody's MoobY’s Transparency and Integrity in @) OECD
Lobbying
MSCI ESG Ratings MSCI @? The Positive Compass @
Refinitiv ESG Scores REEINITIY Responsible Lobbying
px Framework
RepRisk ESG R Bgyﬁiﬁ{f UN-PRI Investor Expectations =PRI
Issues Definition e on Corporate Climate Lobbying
S&P Global Corporate S&P Global WEF Measuring Stakeholder

Sustainability Assessment

Sustainalytics ESG Risk
Rating Indicators

SUSTAINALYTICS

DEFINITIONS TRACKER GROUP

Capitalism

e World
===—_ Benchmarking
Alliance

\¥BA Social Transformation
Framework

MAIN ADDED VALUE

ESG ratings and other benchmarking tools that measure a company's
exposure to environmental, social, and governance risks. While these

risks may have financial implications, they are typically not covered by
conventional financial reviews.

Providing analytics
and ratings.

Sustainability reporting standards, including both voluntary and
legally mandated standards and related indicators and reporting

requirements.

Providing standards
and indicators.

Other voluntary standards, providing guiding principles on corporate

political activities.

Providing guiding principles.
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After screening all existing initiatives in an attempt to identify best practices, the
Tracker rates each initiative against an idealised corporate political responsibility
standard.

What the Tracker covers

In establishing its assessment categories and indicators, the Tracker draws on:

«  Ahostof existing principles and guidance frameworks for responsible lob-
bying and business conduct - some general (OECD, Erb Principles), others fo-
cussed on particular country (e.g. Zicklin Index), sector- (Influence Map) or
user contexts (e.g. UNPRI);

+  The latest evidence on how corporate political conduct is evolving, what
new forms of engagement require attention for a full and fair 360-degree ac-
count of a company’s political footprint; and

- Comparative experience, drawn for example from the anti-corruption field,
on the required attributes in organisational governance and management
systems to turn corporate commitments into effective implementation
strategies.

The Tracker results in each of eight evaluation categories provide an indicator of
what any rater, analyst or standard setter ought to cover in their assessments, if
they wish to build a consistent and accurate assessment of a company’s corpo-
rate political conduct and its potential impact on the company’s financial bottom
line and upon society.

Intended users

The Tracker offers practical insight and help for all interested stakeholders in
plotting the path towards corporate political responsibility and sustainability
across all policy areas, including for:

- Investors and other capital providers, by helping them identify the most
suitable rating providers to screen investees for responsible corporate polit-
ical conduct and by facilitating their direct engagement with companies on
these issues.

- ESG data and ratings providers, by identifying their relative strengths,
weaknesses and cross-rating inconsistencies and encouraging them to bet-
ter capture the companies’ political footprint in their data collection.

+ Individual companies, by providing them with a set of emerging ‘best prac-
tices’ about how they are expected to organise and exercise their corporate
political activities.

- Trade associations, by offering them a benchmark for their own governance
and conduct while exercising corporate political activities on behalf of their
members.

«  Standard-setting bodies, by shedding light on the variety of standards and
methodologies developing in the corporate political space, thus inspiring
their future standard-making in this area.

THE MLOBBY TRACKER



Policymakers, by enabling the monitoring of the transparency and govern-
ance of rating methodologies and explore at sector specific level what posi-
tive corporate lobbying ought to look like.

Civil society organisations concerned with lobbying, by empowering them
with an accountability framework they could apply to companies, their trade
associations, and investors and encouraging them to further develop sec-
tor-specific recommendations for positive lobbying.

THE MLOBBY TRACKER
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Methodology

The Good Lobby Tracker has gained access to and reviewed the methodologies
used by each standard or initiative in order to identify and collate emerging best
practices in the corporate accountability space. The resulting check-list includes
criteria developed by The Good Lobby that raise expectations for more consistent
reporting on corporate political engagement and improve the quality of the policy
process. Data on each standard, including requests for feedback from standards
publishers, was gathered during the research period in the first half of 2023.

The analysis of existing corporate political responsibility initiatives, in particular
those led by ESG ratings and data providers, is made challenging as a result of the
fragmented and proprietary nature of the methodologies used.”” To address this,
The Good Lobby research team approached each provider and requested access
to their methodologies for public research purposes, in order to be able to assess
and score them. Prior to publication, The Good Lobby has offered each provider
the possibility to assess the score received and complement missing informa-
tion. Criteria used to assess each standard covers 30 questions clustered across
8 categories, each with their own relative weight. Initiatives may receive a maxi-
mum score of 200 points." In order to better understand the performance of each
individual initiative and standard against the 8 assessment categories, the under-
lying data is used to produce a standalone Tracker Scorecard for each initiative.

Details of the questions and scoring categories can be accessed in the Tracker
Methodology document here.
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https://www.thegoodlobby.eu/wp-content/uploads/2023/07/The-Good-Lobby-Tracker-Methodology.pdf

4. Tracker assessment categories

General disclosure
on Corporate Lobbying and
Political Activities advocacy activities

Influence via
third-parties

Disclosure of
‘lobbying/advocacy’ Employees and
policies and positions internal policy

Governance of
the standards

The 8 colour-coded Tracker assessment categories, labelled from A to H, cover
disclosure requirements alongside additional, conduct-related information:
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General disclosure on Corporate Political Activities

This category assesses whether a given initiative requires disclosure of one or
more corporate political activities. Corporate political activities cover all corpo-
rate attempts to shape government policy in ways favourable to the firm.”? Judg-
ing how responsibly a company behaves requires judging its political conduct.
Yet shining a light on a business’ approach to government relations is not only
essential from a corporate sustainability perspective. It also matters greatly for
democracy and social cohesion in times of eroding trust in political institutions.
Across Europe and in many other parts of the world on average more than half cit-
izens suspect that business and government elites collude and run the country
for their special benefit. More transparency on how business as the most influen-
tial, best organised and best resourced group of interests behaves politically is
thus an important first step to break through such sentiments and restore trust.

CATEGORY INDICATOR(S) TRACKER SCORING WEIGHT

Disclosure of corporate political activities 5%
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[Z] Political contributions

This category considers whether various forms of political donations and other
forms of direct financial and in-kind contributions must be reported on, and the
oversight of this spending. Banned in some countries, but an essential compo-
nent of financing political competition in many others, corporate financial or in-
kind contributions to political parties, candidates and campaigns can raise sig-
nificant challenges with regard to protecting the integrity and independence of
policymakers, the political process, but also of business. The US political finance
system highlights these issues, where corporate donations are impactful and ris-
ing sharply in the context of ever more expensive political contests. They have
been found to induce more business-friendly legislation ™ and the total value of
these contributions quadrupled between 2010 and 2018 . To facilitate this spend-
ing a well-oiled machinery of intermediaries such as specialised non-profits and
Political Action Committees exists on a permanent basis.

Arange of professional intermediaries including lawyers and accountants exist to
legally circumvent most remaining donation limits and burdensome disclosure
requirements that may link companies directly to unsavoury political campaigns.
Research shows that corporate giving shrouded in secrecy is particularly popular
with low-reputation companies ™. All of this soft, grey or dark corporate money
poses considerable financial and reputational risks also for reputable compa-
nies, for example when they are caught out overtly subsidising representatives
that drive policies that directly contradict stated company values,® a pattern of
behaviour that has been found to be rather prevalent.”

CATEGORY INDICATOR(S) TRACKER SCORING WEIGHT

Financial and non-financial contributions 12.5%

attributed to political activities

Approach to disclosure

THE MLOBBY_
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Lobbying and advocacy activities

Lobbying and advocacy activities are a key tool in the sophisticated toolbox of
corporate political activity, and this area of influence is rapidly evolving and ex-
panding via the internet and advances in machine learning and artificial intelli-
gence. The questions in this category consider whether lobbying, both in-house,
indirect, in-kind or in any other form, is expected to be reported on as part of the
standard’s assessment of corporate conduct. Although corporate political dona-
tions are substantive and growing, they are dwarfed by lobbying expenditures,
for example, in the US pharma sector by a multiple of four.® Until fairly recent-
ly both regulators and analysts have typically focussed their attention on direct
corporate lobbying of the legislative and executive branches of government. The
contemporary influencing toolbox however is much more expansive. Efforts fo-
cused on government officials and policy-makers are complemented by political-
ly motivated charitable donations - US companies spend more in tax-deductible
charity sponsorship for political ends than they spend on financing candidate
campaigns and parties.”

Also noteworthy is the increasing corporate use of plebiscitary mechanisms. In
the US in particular, businesses increasingly resort to sponsoring ballot initia-
tives to effect or block specific legislation. They spend much more on state-level
public ballot initiatives in the US than they spend on supporting political cam-
paigns and a multiple of what other interest groups pour into these initiatives.?°
Similarly, from participatory rule-making to freedom of information regimes,? it
is often businesses, not citizens that turn out to be the most active users of these
mechanisms.?? This demonstrates the flexibility and ingenuity associated with
corporate political activities which need to be reported on in a more consistent
and complete manner.

Upstream, lobbying often melds with public relations in efforts to frame the ide-
ational landscape and available policy options, shape public opinion and deter-
mine the salience of expert views and even the judiciary through support to ac-
ademia.?®* Downstream, it covers the deeply technical and legalistic engagement
with rule-making and enforcement - close to half of corporate lobbying in the US
for example takes place when laws are already passed and move towards actual
implementation. Such efforts are further augmented by the rapid evolution of
digital engagement tools that allow for low-cost precision targeting and novel
tools for issue management. Any assessment of corporate political activity will
inevitably play continuous catch up with corporate ingenuity and influencing ca-
pabilities. Yet efforts must be made to grapple with the broad contours of these
developments, in order to arrive at a sufficiently comprehensive account of cor-
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porate political activities. This first edition of the Tracker seeks to support and
inform this process.

The Tracker indicators in this category examine whether assessment frameworks

cover contributions to among others, hearings and consultations, government
expert groups or academic institutions and think tanks.

RELATED INDICATOR(S) TRACKER SCORING WEIGHT

Disclosure of direct lobbying spend 26%

Indirect lobbying spending, including
membership in trade associations, think tanks
and other influencing agents

Disclosure of in-kind lobbying activity,
and details on the type of lobbying and
advocacy activities
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B Influence via third-parties

Influence via third parties risks clouding the attribution of responsibility for de-
structive corporate political activities, and there is an important role to play for
corporate ESG ratings providers and assessors to address this. This category
looks at whether a standard covers lobbying and/or other corporate political ac-
tivities exercised by third-parties on behalf of a company. This is important as
business associations are a primary vehicle for corporate lobbying and influence
across all major markets. They feature among the top lobbying spenders, in the
US for example accounting for 7 of the top 10 lobbying spenders and 80% of the to-
tal expenditures of this group.?* In so called “corporatist” political systems such
as Germany, trade associations have always been the main conduit for business
influence, and they enjoy an institutional recognition of this role. Lobbying via
business associations, promises strengths in numbers and has been empirical-
ly demonstrated to be a particularly popular strategy when lobbying objectives
stand to fare badly in the public court of opinion or even stand in contrast to
espoused company values.?®

Corporate political activities’ principles and assessments play a pivotal role in
shining a light on these relationships and attributing responsibilities. They must
examine how companies engage with business associations, what lobbying ob-
jective a company thus indirectly supports through this membership, how this
aligns with corporate political responsibilities and what company intends to do
in case of major disconnects.

RELATED INDICATOR(S) TRACKER SCORING WEIGHT

Membership in other third-party organisations 8%

that may engage in political activities

Indication of whether or not company partners,
including trade associations, think-tanks, and
academic partners, are aligned with its stated

lobbying principles

Existence of escalation strategies for
partnership termination if misalignment is
identified between the company and its third
party lobbying partners
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Disclosure of ‘lobbying/advocacy’ policies and positions

The questions in this category intend to verify whether advocacy objectives and
lobbying positions are requested to be disclosed in a standard’s assessment ma-
trix. Questions in this category add the crucial “what for” to the “how and whom”
information dimensions of corporate political activity disclosure. The category
assesses how a disclosure standard helps users to more fully understand the
rationale and objectives of a company’s policy positions and lobbying demands.
For shareholders and the board it becomes the main reference point to discuss
and judge how a company conceives of its corporate political responsibility. It
enables these stakeholders to track how well the company executes on these pri-
orities, to identify misalignments with stated purpose and other commitments
that may create reputational risks. It also helps investors and others to maintain
accountability for corporate leaders who may seek to channel company resourc-
es into personal political passion projects. For company outsiders, information
in this category is necessary to properly understand a company’s political foot-
print, what it stands for and what it is trying to achieve via its lobbying activities
and spending. The questions in this category seek to provide a much clearer pic-
ture for investors and others interested in corporate conduct than what could be
pieced-together from a bundle of fragmented registered lobbying filings.

RELATED INDICATOR(S) TRACKER SCORING WEIGHT

Existence of a ‘lobbying/advocacy policy' 18.5%

Disclosure of policy files covered

in political activities

Publication of a ‘lobbying position’

Public disclosure of a company's overall
assessment on the influence its lobbying has
had on public policy, including the ultimate
beneficiaries of the lobbying/donations
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Commitment to sustainable lobbying practices

The questions in this category cover how a standard addresses proactive efforts
by companies to embrace sustainable lobbying practices as inferred from ad-
herence to self-imposed codes of conduct and positive impact goals - such as
requiring a commitment to support democratic process, respect for planetary
boundaries, and efforts to equalise access to power. Until recently judging how
well or badly a company conducted itself in the political sphere was mainly con-
fined to examining whether it complied with all applicable laws and adhered to
some common standards of truthfulness and non-manipulation. Prompted by
the important role that business can and must play to tackle a number of societal
challenges however a shift is underway.

Being politically responsible increasingly also means to live up to growing expec-
tations to respect planetary boundaries, support the functioning of democracy 2¢
and often also a number of sector-specific public policy aims such as a healthy
diet, or responsible use of artificial intelligence. These increasingly ambitious
normative expectations are also in line with a similar shift from a thin to a thick,
much more substantive notion of corporate sustainability.?’

Expectations are also maturing with regard to the appropriate engagement level
for some of the most pressing global challenges such as climate change, global
health, and human rights. Where it was once sufficient to commit to “respecting”
specific overarching policy values and bounding one’s corporate political activ-
ities accordingly, it is increasingly expected that companies will direct their in-
fluence to “actively support” public policy goals such as an accelerated energy
transition away from fossil fuel and also account for how they credibly go about
this and achieve results.

Taking account of these maturing expectations, corporate political standards
and assessment frameworks need to scan for explicit substantive commitments.
Those may be publicly announced ones - generally by the CEO and board - but
must also be reflected in their policy efforts. As such, a system for gathering in-
formation on sustainable lobbying practices can open up important avenues for
holding the company to account when such commitments are not pursued in a
credible manner or even when actively undermined through its political activities.
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RELATED INDICATOR(S)

TRACKER SCORING WEIGHT

Reference to code of conduct or other guidance
principles, requiring inter alia a commitment to
support democratic processes, to equalise access
to power, and other voluntary initiatives for positive
lobbying as well as respect for planetary boundaries

Leadership or participation in coalitions
that have the specific purpose of lobbying in
support of public interest goals

10%
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Employees and internal policy

The questions in this category intend to verify whether companies have a dedi-
cated disclosure policy applicable to employees and external providers active in
corporate political activities. They range from the disclosure of past profession-
al experience in the public sector (‘revolving door’ appointments) to dedicated
training on internal lobbying standards for employees. A key lesson from corpo-
rate assessment frameworks in other areas such as anti-corruption compliance
is that a credible pathway to good conduct cannot stop at articulating related
objectives.

As a critical complement it also requires to align internal management systems
and organisational arrangements accordingly to support these commitments
and provide conducive incentives for all employees and contractors.?® Related ef-
forts to be assessed thus include staff training?® and relevant internal codes of
conduct®® and to which extent they consider issues of responsible lobbying. Also
relevant is the way a company discloses revolving door relations, i.e. which key
employees held similar positions in the public sector and thus require careful
management of undue access and conflicts of interest risks.*

RELATED INDICATOR(S) TRACKER SCORING WEIGHT

Disclosure of staff who previously held 8.5%

similar positions in the public sector

Publication of the representative responsible for
the spending of political contributions and/or
direct and indirect lobbying budgets

Requirements for employees to sign annual
statements of compliance linked to corporate
political activities and associated lobbying?

Existence of training on ethical, responsible
political engagement and lobbying for staff
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Governance of the standards

Robust and transparent governance of standards is essential to ensuring their
credibility and uptake by users. This category assesses whether a standard’s
methodology for assessing corporate political activity is publicly available, and
whether the standard enables feedback and updates in response to corporate
conduct and evolving regulatory and stakeholder expectations. Regardless of
whether the focus is on corporate political engagement or corporate responsi-
bility more broadly, only assessments and reporting schemes that can be fully
understood and are amenable to public feedback may ultimately generate the
trust, adaptability and “market” transparency on which any healthy ESG ecosys-
tem ultimately relies. Given that there is considerable room for improvement in
this area and some initiatives have made much greater efforts than others, this
category includes some central parameter of the internal governance of ratings
itself as an important assessment dimension.

In the current situation ESG rating frameworks, and their underlying methods,
remain in flux and face considerable methodological challenges. They have been
found to miss or systematically ignore many incidences of greenwashing due to
specific methodological choices.®? They produce at times vastly diverse and even
inconsistent outcomes®® and are prone to sentiment engineering, examined com-
panies putting out targeted press releases with unfounded ESG claims that feed
into positive assessment®* Many of the dominant proprietary initiatives face po-
tential biases due to business model and organisation.

There have been unexplainably benign ratings for important corporate clients of
parent companies®® and frequent re-adjustment of past ratings to improve ex-
post the financial performance of highly-rated portfolios as sales pitch to po-
tential users.®® At the heart of these issues is a configuration of interests that
is not always fully focussed on the highest quality and most stringent assess-
ments: some rating bearers (corporations) and rating users (e.g. green invest-
ment funds) share a common interests in a solid supply of good ratings, which
also shapes the calculus of commercial rating providers in a competitive market.
And with for-profit business models the latter may be also concerned about con-
taining high research costs and keeping a proprietary moat around their meth-
odologies and data collections. The result: many stakeholders do not want to look
too closely “under the hood” as long as the spigot of good ratings is open and
public scrutiny is limited in the first place as many methodologies and primary
data sources are not fully disclosed and available for check and balances.
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RELATED INDICATOR(S)

TRACKER SCORING WEIGHT

Public availability of the methodology
used to assess corporate political activity
in the standard or framework

Existence of a mechanism for responding to
feedback on gaps in the methodology

Scanning for “adverse incident analysis" as

input into scoring methodology and regular

updates to company information where this
data is provided as a service

11.5%
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5. Findings

The Good Lobby Tracker demonstrates a number of structural trends in the na-
ture, role and impact the existing standards and initiatives have on corporate
political activities. The standards and framework publishers range in size from
some of the world’s largest financial services firms to small NGOs, but all have
scope to enhance their methodologies for assessing corporate political activi-
ties. As such, it marks a starting point for further refining the research method-
ology and work to enhance the transparency and consistency of all standards.

STANDARD OR INITIATIVE TRACKER SCORE TRACKER RANKING
UN-PRI n7 1
Responsible Lobbying 106 2
OECD 103 3
ICGN 101 4
AccountAbility 97 5
EFRAG 95 6
Positive Compass 87 7
Moody's 80 8
S&P 80 9
World Benchmarking Alliance 76 10
Erb Principles 75 n
GRI 66 12
ISS 53 13
CDP 53 14
Sustainalytics 46 15
FitchSolutions 40 16
World Economic Forum 38 17
FTSE4Good 31 18
MSCI 30 19
ISSB 30 20
B-Lab 30 21
Refinitiv 20 22
TCFD Recommendations 20 23
Ecovadis 12 24
Bloomberg 10 25
RepRisk 10 26
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Across the 8 categories covered in the scoring matrix, the following trends are
identified:

General disclosure of corporate political activities remains ancillary
to other ESG disclosures

The majority of the initiatives examined tend to neglect the role of corporate po-
litical activities in shaping regulation, public policy, and the impact of this on
corporate performance and risk profiles. In spite of this neglect, there is a grow-
ing recognition that corporate political activities have immediate financial im-
plications for any business operating in highly regulated sectors of the economy,
from finance to energy.*” Based on the narrow scope, limited methodological so-
phistication and low granularity in relation to corporate political activities, none
of the examined standards and initiatives currently appears capable of realising
their declared aim of enhancing the transparency and accountability in this area.
This is true for a variety of reasons, ranging from largely proprietary assessment
methodologies (in the case of ESG data providers) to their varying approaches to
assessing and investigating corporate conduct. In addition, corporate political ac-
tivities continue to be considered as ancillary issues, rather than as key variables
in determining corporate impact on environmental, social and governance themes.

Second, corporate political activities are not defined consistently across ESG
ratings that are applied to publicly listed companies. With only a few initiatives
striving to capture subtler forms of influence such as indirect lobbying, be it by
trade associations or other third party actors including think tanks, philanthro-
pies or academic stakeholders. This is also true for sustainability frameworks
and other voluntary standards. Given the scale of corporate political activities
across markets, one may reasonably expect the adoption of shared definitions
on corporate political activities to enable the production of more comparable,
transparent information. This will be required for all stakeholders to be able to
properly assess risks and opportunities linked to different forms of corporate lob-
bying and political influence. More consistent definitions would enable standard
setters, and the users of these standards and associated data, to communicate
clear expectations to companies and other stakeholders.

Outside of regulatory reporting requirements, the full scale of po-
litical contributions are rarely disclosed and when companies do not
engage in political finance this is not acknowledged
Standards on corporate political contributions are not systematically assessing
direct orindirect financial and in-kind contributions to political parties and elect-
ed representatives. Anumber of the aspirational voluntary standards, such as the
OECD Principles for Transparency and Integrity in Lobbying, do address the need
for more consistent disclosure of this information, with a focus on minimising
revolving door activity and direct payments to political actors. Yet different types
of pecuniary contributions are not consistently identified in the standards, mak-
ing it challenging for users of the standards to properly understand the state of
a company’s financial participation in politics. In addition, none of the existing
initiatives enable companies to declare a corporate policy that prohibits any form
of political contributions - both in the form of donations and in-kind support -,
potentially encouraging the continuation of problematic corporate contributions
as a norm in many countries.
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Corporate lobbying and advocacy activities’ disclosures remain
largely inconsistent and fragmented

When it comes to the standards applied to corporate lobbying and other advo-
cacy activities, there is significant variation in how the Tracker assesses these
activities. Standards and initiatives covered by the Tracker often fail to assess
the impact of company membership in trade associations, think tanks and oth-
er powerful influence channels, for example. Yet, given the well documented im-
pact of lobbying by third party groups on core business issues, ranging from tax
treatment to listing regulations, one might expect more consistent assessment
of these indirect influence channels. As the influence of think tanks, trade asso-
ciations and in-kind sponsorship of academic research continues to grow, more
consistent and granular scrutiny within this area is essential.

B Influence via third-parties is largely unaddressed despite its nega-
tive influence on policy making due to misalignment between corpo-
rate pledges and trade association positions

Business associations are a primary vehicle for corporate lobbying. They feature
among the top lobbying spenders across industries and countries.® In corporat-
ist political systems such as Germany they are the primary conduit for business
influence, but this is true in many other OECD countries. Corporatism is an organ-
ising principle based on the belief that the society and economy of a country can
be organised into major interest groups, and representatives of those interest
groups settle any problems through negotiation and joint agreement, such as in
the Dutch or German models of labour relations.*°

As disclosure standards for trade association and other third party lobbying im-
prove, it will be important for firms to clearly explain how third party partners
and their positions are aligned with the member firm’s stated lobbying principles
and practices. At present, only a handful of the initiatives covered in the Track-
er strive to capture the full scope of third-party influence to consider member-
ship and use of charities, foundations, Political Action Committees (PACs), and
other arm’s-length political fundraising organisations. In addition, none of the
assessed standards consider the presence of escalation mechanisms for compa-
nies to re-evaluate and terminate relationships with third party lobbying partners
that may engage in misconduct or whose lobbying is misaligned with a compa-
ny’s stated principles.

Publication of company ‘lobbying/advocacy’ policy and positions is
still the exception rather than the norm

The range of standards assessed in the Tracker do not take a consistent approach
to assessing corporate policies on lobbying and advocacy conduct. Beyond as-
sessing company policies and procedures linked to political activities and influ-
ence strategy, there is also a need to consider how companies assess their own
impact on public policy outcomes. This includes the assessment of financial and
in-kind political contributions on policy outcomes that impact on company op-
erations and financial health. Because lobbying is an important strategy, firms
will be aware of outcomes and outputs from political influence campaigns, and
should be able to explain how these are assessed. Standards should reflect the
ability and awareness of companies to track lobbying goals and impacts.
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Commitments to sustainable lobbying practices are emerging as the
new frontier of corporate disclosure but remain undefined

Of the 26 standards assessed in the Tracker, only one addresses proactive ef-
forts by companies to embrace sustainable lobbying practices as inferred from
adherence to self-imposed codes of conduct and positive impact goals - such as
requiring a commitment to support democratic process, respect for planetary
boundaries, and efforts to equalise access to political power. This shows that as-
sessing positive lobbying is possible. More of the standards could address the
role of positive lobbying and company action to create or participate in coalitions
that have the specific purpose of lobbying in support of public interest goals.
While a growing number of initiatives focus on operationalising companies’ com-
mitment towards positive lobbying, these do not yet appear to have been yet inte-
grated into the standards and frameworks examined by the Tracker.

Employee conduct and internal policy appear as emerging best
practice in disclosure standards but still mostly amount to a tick-box
exercise

Beyond third party influence, standards need to improve the assessment of em-
ployee participation in corporate political activities. This would mean standards
should consider revolving door indicators at different levels of a business, and
clear communication on which corporate employees oversee the political influ-
ence and lobbying strategy and associated spending controls, and how these
matters are considered at the board-level. Related to more transparent and ef-
fective assessment of employee participation in political influence and lobbying
activities, the standards should also consider internal reporting on lobbying ac-
tivities, and if there are consistent and transparent policies on this.

Governance of the standards and other initiatives is suboptimal due
to the limited (or inexistent) publicity of the underlying methodologies

Despite acting as the arbiters of corporate political transparency, none of the
ESG ratings standards assessed in the Tracker appears as transparent and as
accountable in their own internal governance. The proprietary nature of their un-
derlying methodology renders them particularly difficult to assess, giving rise
to concerns over potential gaps in methodological rigour and the independence
of the ratings and the firm-level assessments provided. While almost all initia-
tives examined in the Tracker have mechanisms in place for receiving feedback
on gaps in their respective methodologies, the process for incorporating external
feedback and updating the standards is not always clear or consistent. Most of
the initiatives assessed here rely on self-reported data and none of the standards
currently scans for adverse incidents - lobbying scandals - in a systematic man-
ner in their analysis of corporate conduct.

In summary, despite having the largest data gathering and analytical capacities
of almost any other entity, ESG standards providers fail to capture the multiple re-
alities of corporate political engagement. When it comes to sustainability stand-
ards, they tend to miss the full extent of corporate lobbying and political activity.
Last but not least, most voluntary, non-commercial standards assessed are prin-
ciple-based, meaning that there is no tracking of conduct or detailed reporting
expectations.

For more information on the rating of each initiative and their relative scores,
you can explore The Good Lobby Tracker online as well as The Good Lobby
Tracker Scorecards.
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Recommendations for action

The Tracker provides information that can inform changes in reporting practices
and the overall conduct of companies when engaging in the political realm. In
particular, the Tracker scorecards for each individual initiative are designed to
inform engagement and action by investors, regulators and policymakers, and
civil society organisations interested in the governance of corporate political ac-
tivities. This section recommends a range of actions each of these groups can
take using the information provided by the Tracker.

Investors

Investors can use the Tracker methodology and outputs to:

(a) assess if the sustainability data providers and screens they use to build
and market responsible investment products pay sufficient attention to cor-
porate political activity as a major shaper of overall business conduct, asso-
ciated legal and reputational risks, and long-term performance;

(b) engage with ESG data and ratings providers to encourage them to in-
crease the coverage and consistency of information they gather on corporate
political activities;

(c) engage directly with leading companies in their portfolios to help them
move towards more responsible political conduct and to report on these ac-
tivities in a systematic manner with reference to the 8 The Good Lobby Track-
er assessment categories and the linked questionnaire; and

(d) increase their engagement with investor groups, shareholder advocacy
groups and standard setters to request higher standards, better data, more
transparency, and for greater alignment between companies’ public posi-
tions and their full range of political activities, trade association conduct
and related lobbying.

Companies

Public and private companies can use the Tracker assessment categories and
linked questionnaire to:

(a) inform the adoption of a best practice approach to reporting on all aspects
of their political activities as an integrated part of corporate reporting, includ-
ing assurance and verification. Private companies who do not have public re-
porting obligations can use the Tracker to inform reporting to their investors;

(b) conduct an internal governance review of their political activities,* to en-
sure inter alia internal stakeholder consultation and buy-in on strategy de-
sign, substantive alignment with their stated corporate purpose and plane-
tary boundaries,* senior management monitoring of compliance and robust
board oversight;

(c) begin to de-risk their trade and industry association membership and
to re-assess support for third-party influencers by critically monitoring and
addressing any misalignments through internal advocacy. If necessary,
third-party partnerships can be ended; and
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(d) join leading companies and expand their positive impact on corporate po-
litical activities in the sector(s) where they have most leverage, including by
joining collective action initiatives and engaging with policymakers.

Civil society
Academia and civil society actors can use elements of the Tracker assessment
categories to:

(a) more effectively assess and identify both leaders and laggard initiatives
aimed at identifying and assessing the impact of corporate political activities
to incentivise a race to the top among the standards providers, and indirectly
by their corporate and investor users;

(b) advocate with ESG and sustainability ratings providers and regulators of
these firms *® for more consistent, complete, and transparent methodologies
that prioritise information on corporate political activities, and for more pub-
lic disclosure of both data and approaches;

(c) establish new collaborations with sector-specific NGOs to develop indus-
try and country-specific requests for positive lobbying that can support effec-
tive public policy solutions to shared challenges;

(d) adapt the advanced corporate political activities assessment and mon-
itoring approaches developed by investors in the climate change arena for
other critical sectors and issue areas; and

(e) compare data from government-regulated lobbying disclosures with com-
pany-reported corporate political activity data to identify gaps and inconsist-
encies that can help improve both regulated and voluntary disclosure expec-
tations for this information.

Philanthropic funders

Philanthropic funders and foundations can use the Tracker findings to:

(a) more effectively identify and examine the role that corporate political ac-
tivities play in their area(s) of grantmaking and policy engagement;

(b) leverage their thought leadership and field-building power to forge new
grantee networks and support new policy conversations around better, posi-
tive impact corporate political activities with a particular focus on the issues
of business associations and new modes of influencing policy outcomes;

(c) begin to mainstream support for more awareness, better assessment, and
targeted advocacy related to corporate political activities; and

(d) lead by example by developing and explaining their own approach to policy
engagement and influence.
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Regulators and policymakers

Market regulators and policymakers can use the Tracker to:

(a) inform action on corporate political activity as a reporting priority, and an
important element for inclusion in all corporate reporting frameworks, sus-
tainability standards, due diligence rules and other policies related to busi-
ness conduct and social and environmental impact standards;

(b) develop a process to incentivise proactive disclosure on corporate politi-
cal activity by mandating sufficient practices in this area for companies that
are partly state-owned and for all recipients of public tenders, public subsi-
dies, and other government funds; and

(c) strengthen monitoring and enforcement action against greenwashing and
other forms of ESG-washing, financial product mis-selling etc., with proper
guidance on the need for disclosure of corporate political activities.
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Tracker Scorecards
ESG ratings and data providers
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Bloomberg ESG & -

Climate Indices 10

Company coverage: 4,300

Launch date: 2020 Score
Focus: Environmental and Social (ES) scores

Link: https://www.bloomberg.com/professional/prod-

uct/indices/bloomberg-esg-and-climate-indices/ Rank 25 /2¢

Bloomberg provides a variety of proprietary scores that investors can use to as-
sess company or government disclosure and performance on a wide range of
ESG and thematic issues. Bloomberg’s ESG and thematic scores are designed
to be integrated into company research and portfolio construction. In 2020, the
company launched a proprietary ESG score product which includes Environmen-
tal and Social (ES) scores for 252 companies in the Oil & Gas sector, and Board
Composition scores for more than 4,300 companies across multiple industries.**
Bloomberg’s inhouse ESG data complements partnerships across many different
data providers on ESG and climate-linked investment index construction avail-
able through the platform. Bloomberg analysts standardise company-reported
ESG data and claim to ensure their approach covers 80% or more of a company’s
operations and workforce.** Bloomberg then uses a combination of internal and
external data to build ESG scores and then bespoke investment products with a
range of partners.*®

Score summary

The Bloomberg methodology scores 10 out of a possible 200 points, reflecting
limited coverage of corporate political activities in the methodology used across
the ESG and Climate Indices family.”” The index construction process for these
index families draws on Bloomberg ESG data and as well as third party informa-
tion from MSCI, SASB and others. This approach makes comparison across index
methodologies challenging, but in general there is no attempt to systematically
and consistently capture corporate political activities across the index families.

Opportunities for improvement

Given the apparent absence of a consistent approach to incorporating corporate
political activities into their ESG data gathering and related index construction
process, Bloomberg analysts would benefit from reviewing the 8 Tracker assess-
ment categories. Following this review the team could determine an approach
to more fully integrating this important set of ESG-related risk and opportuni-
ty factors into their index construction process, and explaining their approach
to clients.
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EcoVadis -

Company coverage: 100,000+

Launch date: 2007 12
Focus: Corporate sustainability ratings

Link: https://support.ecovadis.com/hc/en- Score

us/articles/115002531507-What-is-the-Eco-
Vadis-methodology-

Rank 24 /28

EcoVadis, established in 2007, identifies itself as “the world’s largest and most
trusted provider of business sustainability ratings,” with a global network of
more than 100,000 rated companies.*® The EcoVadis methodology is built on in-
ternational sustainability standards, including the Global Reporting Initiative, the
United Nations Global Compact, and the ISO 26000.*° It covers over 200 corporate
spending categories and more than 175 countries. The EcoVadis Sustainability As-
sessment Methodology included in the Tracker is central to EcoVadis’ company
ratings and Scorecards and aims to provide an evaluation of how well a com-
pany has integrated the principles of Sustainability/CSR into their business and
management systems. The Sustainability Scorecard illustrates company perfor-
mance across 21 indicators in four themes: the environment, labour and human
rights, ethics, and sustainable procurement.

Score summary

EcoVadis receives a Tracker score of 12 out of a total of 200. The methodology
scores points for addressing elements of employee conduct and internal policies
and by enabling users of the standards to provide feedback. The ‘Ethics’ section
of the EcoVadis template questionnaire for companies includes questions around
three topics linked with corporate political activities: “corruption & bribery, an-
ti-competitive practices & responsible marketing.” The focus on corruption and
bribery includes questions on approval procedures for gifts, travel, or other privi-
leges and employees’ ability to communicate and report internally on corruption
concerns. Here, the EcoVadis methodology scores points in the Tracker assess-
ment category G on ‘employees and internal policy’. But the narrow scope of the
EcoVadis approach means that most corporate political activities that impact
on the 21 core EcoVadis indicators across the environment, labour and human
rights, ethics, and sustainable procurement, are not considered in the current
methodology.

Opportunities for improvement

The EcoVadis score could be significantly improved across all 8 Tracker assess-
ment categories. In order to provide users of the EcoVadis data with more com-
plete information, corporate political activities linked to the existing indicator
areas could be incorporated into an updated version of the methodology.
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Fitch Solutions ESG
Ratings Methodology 40

Company coverage:
Launch date: 2019 Score
Focus: Corporate ESG ratings

Link: https://www.fitchsolutions.com/prod-
ucts/fitch-ratings-esg-relevance-scores-data Rank 15 /26

According to Fitch, their ESG Entity Rating, launched in 2019 as ‘ESG Relevance
Scores,*® “indicates an entity’s performance, commitment, and integration of
environmental and social considerations into its business, strategy and man-
agement, and the effectiveness of governance. The metrics seek to measure the
impact of business activities on the environment and on society. The ESG Frame-
work Score rating evaluates the use of proceeds from green, social or sustaina-
ble bond issuances, or the key performance indicators (KPIs) and sustainability
performance targets used by the company for reporting on sustainability-linked
bonds, and the extent to which they contribute to environmental and social ob-
jectives.®

Score summary

The Sustainable Fitch ESG Ratings Methodology for ESG Entity Rating receives a
Tracker score of 40 out of 200. The Fitch approach to assessing corporate con-
duct determines “whether an entity’s main business lines contribute positively
to environmental and social goals.” This analysis is assumed to cover the disclo-
sure of corporate political activities and lobbying spend as required under local
regulations, so the methodology receives points in Category A of the Tracker as-
sessment, ‘General disclosure on corporate political activities.’ The Fitch process
benchmarks “each business activity against internationally recognised environ-
mental taxonomies and internationally recognised documents setting out social
goals,” including the SDGs.? Finally, the methodology provides a broad assess-
ment on “the extent to which an entity’s governance profile furthers environmen-
tal and social goals and adheres to sound governance practices.” This is under-
stood to include some disclosure of corporate political activities, but only those
required by local regulations, which vary by jurisdiction. The high-level approach
and lack of specificity in Fitch’s approach to assessing corporate political activi-
ties weakens their Tracker score.

Opportunities for improvement

The Fitch Solutions ESG methodology does not currently capture corporate po-
litical activities in a consistent or comprehensive manner. There is room for im-
provement across all eight Tracker categories. As more firms seek to contribute to
positive policy goals related to the energy transitions, Category F, ‘Commitment
to Sustainable Lobbying Practices’ should be added to Fitch’s existing scanning
of company contributions to ESG goals.
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FTSE4Good

Company coverage: 7,200 securities
Launch date:

Focus: ESG Ratings
Link: https://www.ftserussell.com/data/sus- Score

tainability-and-esg-data/esg-ratings

Rank 17 /28

The FTSE4Good index data family covers around 7,200 securities in 47 developed
and emerging markets, and covers all of the constituents of the FTSE All-wWorld
Index, FTSE All-Share Index and Russell 1000 Index.*® FTSE Russell’s ESG company
research relies only on publicly disclosed information. FTSE does not send ques-
tionnaires to companies, but rated firms are provided with a four-week window
to review and share additional public information. Sustainable Investment data
analysts review this feedback and determine if a change in assessment is war-
ranted. According to FTSE Russell, ESG scores and data models allow investors to
more fully understand a company’s exposure to, and management of, ESG issues
in multiple dimensions. The overall analysis is built on over 300 individual indi-
cator assessments that are applied to each company’s unique circumstances to
inform a rating.**

Score summary

The FTSE4Good score of 31 out of 200 points reflects the methodology’s narrow
focus on regulated lobbying activities in their ESG analysis. The FTSE4Good ‘ESG
Model’ which is used to guide the data collection and analysis process incorpo-
rates elements of lobbying and political influence. The FTSE methodology receives
points in Tracker assessment Category A, related to basic disclosure of lobbying
spending and for providing mechanisms for feedback on its methodology. On cer-
tain issues and product-based themes, such as Breast Milk Substitutes, FTSE
considers political lobbying within a ‘Customer Responsibility’ thematic analysis.
But this approach is ad hoc and not consistent across much larger industry seg-
ments. Finally, the scheme receives points in Tracker Category H, ‘Governance of
the standards, for being open to feedback on their methodology from users and
rated companies.

Opportunities for improvement

Most of the analysis on corporate political activities in the FTSE4Good frame-
work focuses on anti-corruption policies or purely financial metrics related to the
disclosure of political contributions, where these are required by national regu-
lations. Requesting more granular and decision useful disclosures on corporate
political spending, that include in-kind contributions, would be one significant
area for improvement. For example, at present the FTSE methodology requests
disclosure of “total political contributions made.” This information is not disag-
gregated by jurisdiction, or by motivation. The FTSE4Good analysis does not seek
to identify the motivation behind a company’s political contributions and intend-
ed outcomes, missing an opportunity to more fully capture the risks associated
with this conduct.

On the upside, the FTSE approach could also earn points in the Tracker Category
F ‘Commitment to sustainable lobbying practices’ by adding an assessment of
a company’s participation in positive lobbying efforts. These basic elements are
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missing in the FTSE analysis. Given the importance of all types of political spend-
ing, Tracker Category B, ‘political contributions’ could provide a useful guide to
FTSE analysts to gather more complete information on this important aspect of
corporate political activities. A more consistent methodology would strengthen
the use case for existing users of FTSE data and could help to build more robust
investment index products. As with the other large financial data providers who
also construct and sell investment index products, FTSE is well positioned to en-
hance the transparency, consistency and completeness of their ESG data meth-
odology by incorporating elements of the Tracker categories in their process.
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ISS Quality Score

Company coverage: 5,200
Launch date: NA

Focus: Company ESG scores and disclosure
quality Score

Link: https://www.issgovernance.com/esg/rat-

ings/corporate-rating/

Rank 12 /28

The ISS Quality Score framework covers more than 380 individual factors across
5,200 companies and other issuers.>* Only factors relevant to a company’s Global
Industry Classification Standard (GICS - a classification system used by institu-
tional investors) industry group are reviewed and scored, generally around 240
for a single industry group. The company’s Environmental & Social (E&S) Disclo-
sure QualityScore profiles provide a summary of key disclosures, key disclosure
omissions, an overview of disclosure and transparency risks, and details the fac-
tors used in determining the company’s scores.*® The E&S QualityScore focuses
on a company’s disclosure practices. Data is collected from company publica-
tions including mainstream filings, sustainability and CSR reports, integrated re-
ports, publicly available company policies and information on company websites.
Confirmation of company participation in or formal endorsement of authorita-
tive multi-stakeholder initiatives is collected from websites or member list made
available by the relevant initiatives. All of this data is assessed according to the
ISS methodology to generate a company or issuer score.

Score summary

The ISS ESG rating methodology received a Tracker score of 53 out of 200, indi-
cating both some good practices but also a number of significant areas for im-
provement. The ISS methodology scored points for including lobbying and politi-
cal engagement as one pillar in their social analysis process. But the focus is on
company disclosures, rather than on assessing conduct or the full scope of com-
pany political activities that may impact on corporate performance. A key ques-
tion in the methodology asks ‘Does the company have a publicly disclosed policy
relating to the use of company funds for political purposes?’ earning points in
Tracker Category A, ‘general disclosure on corporate political activities.’ But this
question looks for a company policy rather than asking for details of the extent or
nature of a company in-kind and financial contributions to political actors. There
are questions on political finance and lobbying, but these only relate to regulatory
disclosure requirements linked to the conduct of registered lobbyists, which only
exist in a handful of countries.

The methodology starts to make basic enquiries on corporate political activities
but is currently missing a wide range of elements covered in the Tracker assess-
ment methodology. For example, the ISS E&S Quality Score asks ‘Does the com-
pany disclose information about stakeholder engagements carried out during the
past year?’ and receives points for this limited approach to assessing regulated
lobbying disclosures. But it could go further in this analysis to provide users with
more complete information. The methodology also provides opportunities for
companies and other stakeholders to provide feedback.

Opportunities for improvement

The ISS EGS methodology has significant room for improvement across the 8

THE MLOBBY TRACKER

39


https://www.issgovernance.com/esg/ratings/corporate-rating/
https://www.issgovernance.com/esg/ratings/corporate-rating/

Tracker assessment categories. In particular, ISS analysts could improve the
framework’s approach to understanding broader lobbying and advocacy activi-
ties. that go beyond basic disclosure and cover the types of direct and indirect
influence companies can engage in, covered in Tracker assessment Category C.
Tracker Category F on ‘Commitment to sustainable lobbying practices’ is anoth-
er area where the ISS standard could be enhanced. Finally, a number of gaps in
Tracker Category G on employee conduct should be addressed. Improving the
coverage of coverage political activities in the ISS methodology would provide
companies with a more accurate assessment of their own conduct, as well as
enabling investors and index providers to build more accurate and transparent
strategies that account for the full scope of corporate political activities.

THE MLOBBY TRACKER

40



Moody's

Company coverage: 300 million+ modelled

scores (companies and securities) O
Launch date: 2004

Focus: Corporate ESG scores and debt securi- Score
ties

Link: https://www.moodys.com/web/en/us/

capabilities/esg.html Rank 7 /2¢

Moody’s ESG data includes scores that evaluate a company’s environmental and
social impact, and corporate governance practices. ESG data coverage includes
public and private multinational, national and subnational companies of all siz-
es. Moody’s claims to offer customers access to over 300 million modelled ESG
Scores and the underlying data across 59 ESG and climate metrics.®” Moody’s
also provides customers access to 5,000 ESG scores and the underlying data for
public companies derived from analyst-led ESG assessments. The methodology
for the modelled scores is derived from the methodology used for the analyst-led
ESG assessments.*®

Beyond traditional analyst-led ESG scoring, Moody’s provides forward-looking
analytics, built on consistent historical data from Moody’s ESG Solutions from
2004 through present, we construct and calibrate the models on a dataset con-
taining more than 100,000 firms to predict metrics for 600+ industries and 12,000
sub-national locations in 220 countries and territories.*®* Moody’s sophistication
in providing both historical ESG data and forward-looking ESG information using
machine learning tools suggests that it should be well equipped to assess the full
scope of corporate political activities in its ESG data analytics.

Score summary

The Moody’s ESG methodology receives a Tracker score of 80 out of 200. The ‘Re-
sponsible Lobbying’ ESG assessment used in the Moody’s framework covers a
number of important areas. The questionnaire asks if a ‘company has defined
any quantified targets on responsible lobbying, and then requests the company
to ‘provide baseline and deadlines dates.’ These questions earn points in Tracker
Category B, ‘political contributions.’ The Moody’s methodology also asks compa-
nies to identify who is responsible for oversight of lobbying and advocacy activi-
ties. Overall, the Moody’s ESG questionnaire covers a number of Tracker areas, but
is not consistent, and a number of significant gaps remain in the methodology.
Given Moody’s unique position as one of the world’s largest credit rating and ESG
data providers, we expect the firm will bring its data gathering and analytical
capacities to bear on corporate political activities as an essential input in the
investment decision making and monitoring process across markets.

Opportunities for improvement

The Moody’s methodology fails to assess any elements of Tracker Category F
‘Commitment to sustainable lobbying practices’. As more firms develop an ap-
proach to positive and sustainable lobbying in line with their own commitments,
the importance of assessing corporate conduct in this area will increase. In the
Moody’s assessment methodology, there is limited coverage of employee con-
duct and in the governance of relationships with trade associations and industry
bodies, two important Tracker categories. The analysis of these areas by Moody’s
should be updated to more consistently capture corporate conduct and practices
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across key jurisdictions where the companies have operations. A number of ele-
ments of the Moody’s questionnaire are literally ‘tick box’ questions that should
be expanded on and more consistently explained to responding companies. The
value of Moody’s data is in its global coverage and sophistication, so the meth-
odology for collecting data on corporate political activities could be updated to
better reflect Moody’s commitment to provide its customers and issuers with
consistent, comparable and complete information.
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MSCI

Company coverage: 8,500

Launch date: 1972%°

Focus: Company ESG scores

Link: https://www.msci.com/our-solutions/ Score

esg-investing/esg-ratings

Rank 18 /28

According to MSCI, their ESG Ratings aim to measure a company’s resilience to
long-term, financially relevant ESG risks, and to provide an assessment of compa-
ny performance. Companies with the highest ratings are those assessed as best
managing their exposures to those material ESG risks and opportunities.®’ MSCI
ESG Ratings use a rules-based methodology designed to measure a company’s
resilience to long-term, industry material ESG risks. The ratings are generated
using machine learning and natural language processing tools augmented with a
team of over 200 human analysts. Companies are researched and then rated on a
‘AAA‘ to ‘CCC’ scale according to their exposure to industry-material ESG risks and
an assessment of their ability to manage those risks relative to peers.®?

Within the wider ESG assessment framework, a Governance Pillar Score provides
an absolute assessment of a company’s overall governance that uses a univer-
sally applied 0-10 scale. Starting with a 10, the Governance Pillar Score is based
on the sum of deductions derived from Key Metrics included in the Corporate
Governance (including Ownership & Control, Board, Pay and Accounting) and Cor-
porate Behavior (comprising Business Ethics and Tax Transparency) Themes. This
is the area of the framework where The Good Lobby expected analysis of corporate
political activities to be more complete.

Score summary

MSCI’s ESG ratings methodology received a Tracker score of 30 out of a possible
total of 200. This reflects the MSCI methodology’s limited assessment of corpo-
rate political activities. The methodology receives basic points in Tracker Catego-
ry A for assessing corporate political activities, but otherwise does not approach
assessment of other areas of corporate lobbying conduct in a consistent or com-
prehensive manner.

Opportunities for improvement

The MSCI ratings methodology would be enhanced with the addition of detailed
questions on corporate political activities, across each of the 8 Tracker categories.
Given the firm’s globally influential role in capital allocation via its index families,
and important leadership efforts in ESG ratings and systems, more progress in
consistently assessing corporate political activities could help improve stand-
ards across the market, as well as supporting investors to make more informed
decisions when allocating capital to optimise risk adjusted returns over time.
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Refinitiv ESG Score "

Company coverage: 12,500

Launch date: 2003 2
Focus: Company ESG scores

Link: https://www.refinitiv.com/en/sustaina- Score

ble-finance/esg-scores

Rank 22 /28

The Refinitiv ESG score measures a company’s ESG performance based on ver-
ifiable reported data in the public domain. It captures and calculates over 630
company-level ESG measures, of which a subset of 186 of the most comparable
and material per industry power the overall company assessment and scoring
process.®® The category scores are rolled up into three pillar scores - environmen-
tal, social and corporate governance. The ESG pillar score is a relative sum of the
category weights which vary per industry for the ‘Environmental’ and ‘Social’ cat-
egories. For ‘Governance’, the weights remain the same across all industries.®*

Score summary

The Refinitiv ESG scoring methodology receives a Tracker score of 20 out of 200,
indicating significant room for improvement. It receives points in Tracker Cate-
gory A ‘General disclosure on Corporate Political Activities’ but otherwise fails to
take a consistent approach to assessing the nature and impact of corporate po-
litical activities. It also receives points in Tracker Category H, ‘Governance of the
standards’ as there are mechanisms for Refintiv’s data user clients, and scored
companies to provide feedback on the methodologies used.

Opportunities for improvement

As the Refinitiv methodology only receives points for its governance and feedback
mechanisms, there are significant opportunities for improvement across each of
the 8 Tracker categories. Enhancing coverage of corporate political activities in
its ESG ratings would enhance the usefulness of this information for data users,
and would also help to build more effective index products, where company ESG
ratings are used as an input in index construction methodologies.
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RepRisk -

Company coverage: 240,000

Launch date: 2006 1
Focus: ESG risk reporting

Link: https://www.reprisk.com/news-research/ Score

resources/methodology#a-what-is-the-re-
prisk-rating

Rank 26 /¢

RepRisk claims itis the “only ESG data provider that systematically covers private
companies and emerging and frontier markets” making it an important de-facto
market standard in this area.®®* RepRisk methodology covers 74 ESG Topic Tags
included in the RepRisk ESG Risk Platform.

Score summary

RepRisk receives a Tracker score of 10 out of 200. This score reflects RepRisk’s
limited engagement with corporate political activities as an ESG risk driver. In
order to better capture reputational and legal risks associated with negative cor-
porate political activities, the firm should expand its assessment of these issues.
The RepRisk methodology only receives points in Tracker category H ‘Governance
of the standards’ as it provides rated companies and data users with an opportu-
nity to give feedback on the standard.

Opportunities for improvement

The RepRisk framework could be enhanced with a more consistent approach to
assessing corporate political activities with reference to each of the 8 Tracker
categories. Bringing a more consistent approach to gathering this information
would help RepRisk support its clients across all countries to better understand
risks and opportunities linked to the political activities and lobbying conduct of
private and public companies. As RepRisk ESG scores become a more common
component in investment index construction,®® increasing coverage on corporate
political activities and their impact will become even more important to ensure
the integrity of RepRisk’s data products. Given the existing scope of data gath-
ering and analysis that RepRisk undertakes,®” enhancing the RepRisk score in
the Tracker should be a straightforward process of updating their data collection
methodologies.
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S&P Global Corporate
Sustainability O
Assessment

Score
Company coverage: 10,000+
Launch date: 1999
Focus: Corporate ESG scores Rank 8 /26
Link: https://www.marketplace.spglobal.com/en
solutions/corporate-sustainability-assessment

The S&P Global Corporate Sustainability Assessment (CSA) provides an annual
evaluation of companies’ sustainability practices. It covers over 10,000 compa-
nies from around the world. According to S&P, the CSA focuses on sustainability
criteria that are both industry-specific and financially material and has been an
ongoing research and analytical process since its inception in 1999.%8 This makes
S&P one of the more well established ESG company ratings providers. The CSA
process is designed to generate company ESG Scores that are then made avail-
able via the public S&P Global ESG Scores website® alongside Percentile Ranks
based on those scores which are shared on the Bloomberg data platform.”®

Score summary

The S&P ESG ratings methodology receives a Tracker score of 80 out of a possible
total of 200. The assessment methodology touches on corporate political activ-
ities and associated risks and opportunities in an indirect manner. As with the
other ESG rating agency methodologies, the review of materiality issues, mate-
riality assessments, and emerging risks provides an opportunity for companies
to consider risks associated with their political activities but this information is
never requested directly. The S&P methodology earns points in Tracker Category
A, ‘general disclosure on corporate political activities,” and in category B, ‘political
contributions.” Sections in the S&P methodology on ethics and codes of busi-
ness conduct miss the opportunity to fully consider a firm’s corporate political
activities.

The S&P questions on policy influence ask for disclosures on the amount of mon-
ey companies are allocating to organisations whose primary role is to create or in-
fluence public policy, legislation and regulations. Yet companies completing the
assessment are also given the option of selecting the answer “We do not track
our largest contributions or expenditures for political and related purposes.”
These inconsistencies and a number of significant gaps in the approach, includ-
ing on employee conduct, suggest that the S&P methodology can be significantly
improved in order to better capture reputational and legal risks associated with
corporate political activities and other forms of lobbying.

Opportunities for improvement

The S&P assessment does not currently consider a firm’s commitment to sus-
tainable lobbying practices in the assessment questionnaire. The S&P Global
Corporate Sustainability Assessment” methodology scores zero in two Track-
er categories: Category F, ‘Commitment to sustainable lobbying practices,” and
Category G, ‘Employees and internal policy” Where a standard scores zero on the
Tracker assessment methodology, The Good Lobby engages with the standard
provider to enable a more consistent and effective assessment of lobbying con-
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duct in those categories. In the case of large, sophisticated global data and index
providers such as S&P, The Good Lobby expects improvement over time in cap-
turing important data on corporate political activities to inform ESG ratings and
also, even more importantly, index construction.
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Sustainalytics

Company coverage: 16,000

Launch date: 2009 (as Sustainalytics)

Focus: ESG risk ratings

Link: https://www.sustainalytics.com/esg-data# Score

Rank 14 /28

Sustainalytics Morningstar ESG ratings and research covers more than 16,000
companies, and claim to provide the widest coverage of analyst-based ESG Risk
Ratings in the market. The recently expanded universe includes public and pri-
vate companies, fixed-income issuers and listed Chinese companies and allows
investors to support diversified investment strategies.”? The current product
suite includes Sustainalytics’ ESG Risk Ratings, which measure a company’s ex-
posure to industry-specific material ESG risks and how well a company is man-
aging those risks. This methodology for measuring ESG risk combines the con-
cepts of management and exposure to arrive at what is described as an absolute
assessment of ESG risk.”®> The ESG Risk Ratings are categorised across five risk
levels. According to the company, the ESG Risk Ratings are designed to help in-
vestors identify and understand financially material ESG risks in their portfolio
companies and how those risks might affect performance.

Score summary

The Sustainalytics ESG Risk Rating methodology receives a Tracker score of 46
out of 200. The assessment framework receives points in Tracker category A
‘General disclosure on corporate political activities® for considering companies’
potential involvement in lobbying and public policy controversies. One of the Sus-
tainalytics indicators on ‘Lobbying and Public Policy’ includes an assessment of
the level of Lobbying and Public Policy controversies at the company. A relatively
high controversy level is a signal the company is more exposed to ESG issues. Ad-
ditional indicators cover ‘bribery and corruption’ risks and business ethics issues
which may touch on corporate political activities, but the definitions provided
by Sustainaltyics do not indicate how detailed this assessment is. In order for
users of the Sustainalytics ratings to be able to fully understand the impact and
risks associated with corporate political activities, a more consistent approach is
needed to both assessing and reporting on this data to users.

Opportunities for improvement

The Sustainalytics methodology could be improved by adding additional indica-
tors across each of the 8 Tracker categories. In particular the absence of a pro-
cess for consistently assessing indicators in Tracker Category C ‘Lobbying and
advocacy activities’ could lead to significant gaps in the company ESG risk pro-
files under the current methodology. Information on company conduct via third
party influencers, including trade associations would further support a complete
assessment of companies risk profile. The Sustainalytics methodology scores no
points in Tracker category D, ‘Influence via third parties’ indicating that this could
be one area of focus to improve the methodology, given the rising importance and
critical dimension of trade associations’ governance and their relationship with
individual members.
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EFRAG ESRS G2
Business conduct

Region: EU
Launch date: 2022 (Exposure draft) Score
Focus: Sustainability reporting

Link: Download here
Rank 5 /3¢

The European Commission’s Corporate Sustainability Reporting Directive (CSRD)
which companies will begin reporting against in 2024,” requires the adoption of
EU Sustainability Reporting Standards (ESRS). ESRS 1 and 2 serve as a guideline
for the general sustainability reporting and defines the information to be dis-
closed about material impacts, risks and opportunities related to sustainability
aspects. Part of the work to develop these standards has been taken on by the
European Financial Reporting Advisory Group (EFRAG). EFRAG is a private associ-
ation established in 2001 with the encouragement of the European Commission
to serve the public interest and inform the development of financial regulation on
the continent. EFRAG extended its mission in 2022 following the new role assigned
to EFRAG in the CSRD, providing Technical Advice to the European Commission
in the form of fully prepared draft EU Sustainability Reporting Standards and/or
draft amendments to these Standards. The Tracker assesses the EU ESRSG2 Ex-
posure Draft standard, which EFRAG led.”” This standard has since been adopted
with minor updates.”® The Tracker assesses the Exposure Draft version.

Score summary

The EFRAG ESRS G2 Business Conduct standard receives a Tracker score of 95 out
of 200. The draft standard covers more areas of corporate political activity than
many of the rating agencies assessed in the Tracker. The EFRAG guidance covers
revolving door issues, recommending companies disclose “information about
the appointment of any members of the administrative, management and super-
visory bodies or senior executives who previously held a comparable position in
public administration, including regulators.” This receives points in Tracker Cate-
gory G ‘Employees and internal policy’.

In addition, the EFRAG standard addresses employee conduct in its anti-corrup-
tion section, recommending training on “other aspects of business conduct such
as transparency on political engagements and anti-competitive behaviour.” This
broad language could be clarified to cover different types of political influence. The
EFRAG process has involved heavy consultation with concerned stakeholders, a
range of workshops and rounds of feedback. The standard receives points for these
feedback mechanisms in Tracker Category H, ‘Governance of the standards.’

Opportunities for improvement

The EFRAG standard could be improved by adding more components of Tracker
Category C ‘Lobbying and Advocacy Activities’ to its list of recommended disclo-
sure items. Given the scope and range of corporate political activities, providing
more guidance in this area would strengthen the standard. In addition, EFRAG
could add recommendations for more complete information in Tracker Category
G ‘Employees and internal policy’ to improve its Tracker score.
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GRI 415 Public
Policy Standard

Region: global

Launch date: 2016 Score
Focus: Corporate political contributions

Link: https://www.globalreporting.org/stand-
ards/media/1030/gri-415-public-policy-2016.pdf Rank 11 /2

GRI's Public Policy Standard (GRI 415), published in 2016, sets expectations for
organisations to disclose their lobbying activities, including any financial or in-
kind political contributions, and the significant issues that are the focus of their
public policy lobbying. The Global Reporting Initiative (GRI) exists to help organi-
sations be transparent and take responsibility for theirimpacts in order to create
a sustainable future. The GRI has their own set of sustainability standards but
is working with the ISSB to seek greater compatibility with IFRS Sustainability
Disclosure Standards.

Score summary

The GRI 415 Public Policy Standard receives a Tracker score of 66 out of 200. The
GRI standard has a narrow focus on reporting of the “total monetary value of fi-
nancial and in-kind political contributions made directly and indirectly” by coun-
try and by recipient or beneficiary type. The standard receives Tracker points for
requiring this basic level of disclosure. The standard also requires a reporting
company to explain “if applicable, how the monetary value of in-kind contribu-
tions was estimated.” This earns basic points in Tracker Category B on ‘Political
contributions.’ The GRI also provides opportunities for feedback on its standards,
although the GRI 415 standard itself has not been updated since launch in 2016.

Opportunities for improvement

The GRI 415 standard could be significantly revised with reference to the 8 Track-
er Categories. Updating the standard to more fully reflect the range of corporate
political activities and associated lobbying would enable companies reporting to
the GRI standard to provide more complete and accurate information to inves-
tors, regulators, and other stakeholders.
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ISSB IFRS S1

Region: global

Launch date: 2023

Focus: Financially material sustainability-re-

lated risks and opportunities Score

Link: https://www.ifrs.org/issued-standards/
ifrs-sustainability-standards-navigator/if-

. 26
rs-sl-general-requirements/ Rank 19/

The International Sustainability Standards Board (ISSB) IFRS S1 General Require-
ments for Disclosure of Sustainability-related Financial Information’ are the
result of ongoing work to standardise sustainability reporting and integrate it
into international financial accounting standards. The ISSB was launched by the
UK-based International Financial Reporting Standards (IFRS) Foundation at the
COP26 conference in November 2021. The ISSB was asked to develop and main-
tain IFRS Sustainability Disclosure Standards which provide investors and other
capital market participants with information about companies’ sustainability-re-
lated risks and opportunities to help them make informed decisions. The ISSB
sits alongside the existing International Accounting Standards Board (IASB) as
a body that informs the evolution of international accounting standards and as-
sociated financial reporting norms. Although they are separate and independent
boards, they intend to work alongside each other to enhance interconnectedness
between financial reporting and sustainability reporting.

In March 2022, the ISSB issued two Exposure Drafts, based on the prototype doc-
uments created by its Technical Readiness Working Group (TRWG). The TRWG
undertook the preparatory work to give the ISSB a running start. The two draft
standards were IFRS S1 General Requirements for Disclosure of Sustainability-re-
lated Financial Information; and IFRS S2 Climate-related Disclosures. Proposals
set out in IFRS S1require an entity to disclose material information about all the
significant sustainability-related risks and opportunities to which it is exposed.
The Tracker analysed the extent to which the draft IFRS S1 framework address-
es corporate political activities and related lobbying conduct. The standard was
adopted by the IFRS in June of 2023.

Score summary

The IFRS S1 disclosure recommendations received a Tracker score of 30 out of a
total possible score of 200. This reflects the IFRS Foundation’s focus on finan-
cial accounting disclosures and the ISSB’s tendency to ignore the financial ma-
teriality of corporate political activities and associated lobbying conduct in their
standards development process. IFRS S1 requires an entity to disclose informa-
tion about all sustainability-related risks and opportunities that could reasona-
bly be expected to affect the entity’s cash flows, its access to finance or cost of
capital over the short, medium or long term. Corporate political activities may be
included implicitly in the IFRS definition of sustainability-related risks, but these
are not mentioned anywhere in the standard. The IFRS S1standard receives Track-
er points for its governance and feedback mechanisms.

Opportunities for improvement

In future revisions to the S1 standard, the ISSB should consider assessing the
financial materiality of corporate political activities, and the applicability of each
of the 8 Tracker categories as guides for preparers of corporate financial reports.
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TCFD -
Recommendations ZO

Region: global
Focus: Climate-related financial disclosures Score
Launch date: 2017

Link: https://www.fsb-tcfd.org/recommendations/
Rank 23 /¢

The Task Force on Climate-related Financial Disclosures (TCFD) was convened by
the Financial Stability Board to produce a common global framework for compa-
nies wishing to report how climate change will affect their business. The TCFD
has significant global support and has formed the basis of the International Sus-
tainability Standards Board (ISSB)’s proposed standards on climate risk disclo-
sures.’”® In 2017, the TCFD released its first climate-related financial disclosure
recommendations designed to help companies provide better information to
support informed capital allocation. The disclosure recommendations are struc-
tured around four thematic areas that represent core elements of how compa-
nies operate: governance, strategy, risk management, and metrics and targets.
Corporate political activities and associated lobbying conduct are not a core part
of the recommendations. The Recommendations have been subsumed into new
ISSB standards but are included in the Tracker to indicate the development of
global reporting standards linked to climate and associated lobbying conduct
expectations.

Score summary

The TCFD Recommendations receive a Tracker score of 20 out of a possible to-
tal of 200. This is due to the framework’s limited interest in corporate conduct
and focus on the report of climate risk information by firms. The governance sec-
tion of the Recommendations includes assessment of board oversight of climate
risks and opportunities and management involvement in assessing and manag-
ing the same. Corporate political activities and other lobbying activities linked
to the assessment and management of climate risks and opportunities are not
mentioned in the Recommendations. The TCFD Recommendations only receive
points in Tracker Category H ‘Governance of the standards’ as they provided am-
ple opportunity for stakeholder input and had a formal governance process for
the development of the Recommendations.

Opportunities for improvement

The TCFD Recommendations and their global adoption by companies, market
regulators and accounting standards bodies, including the ISSB, indicate their
effectiveness in establishing a new corporate reporting norm. Given the impact of
corporate political activities on the climate, as well as on corporate performance
over time, it would have been useful for the TCFD members to incorporate these
issues into their framework. As the TCFD Recommendations continue to evolve
now that they are absorbed into the ISSB, there should be new opportunities to
enhance the standards on corporate climate risk disclosure to cover areas high-
lighted in each of the 8 Tracker categories.
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AccountAbility
Lobbying Health Check 27

Region: global
Launch date: 2005 Score
Focus: Responsible lobbying by companies

Link: https://unglobalcompact.org/librar
Rank 21 /2¢

The AccountAbility ‘Six-Step Lobbying Health Check’ was launched in 2005 in col-
laboration with the United Nations Global Compact and supported by a number
of companies, including Co-operative Financial Services, Gap Inc., Novo Nordisk,
and Telefénica. The published responsible lobbying definitions and associated
assessment tool are based on a series of convenings and interviews with busi-
nesses, lobbyists, civil society and public sector officials in North America, Eu-
rope, India and Brazil. The report examines issues around political lobbying and
provides a framework which companies, including the 12,000+ signatories to the
Global Compact and NGOs can use to assess the responsibility of their own lob-
bying activities and to identify areas for improvement.”

Score summary

The AccountAbility and UN Global Compact Health Check receives a Tracker score
of 97 out of 200. This strong score reflects the ambitious high-level principles in
the checklist. The six steps in the Health Check process require companies to
assess the alignment of their lobbying positions with their strategy, actions and
values. Step two expects companies to evaluate the materiality of their lobbying
activities in relation to the impact on the firm, but also on external stakeholders
such as policymakers, investors, and civil society. This examination of corporate
lobbying alignment receives points in Tracker Category B, ‘Political contributions.
Importantly, the AccountAbility framework also expects companies to assess
and understand who is acting or engaging in political activities on their behalf,
such as individual external lobbyists and trade associations. This Health Check
indicator scores points in Tracker Category D, ‘Influence via third parties.’ Addi-
tional indicators cover transparent reporting on lobbying conduct and the man-
agement systems and oversight mechanisms in place to ensure consistency and
alignment of corporate political activities with public commitments.

Opportunities for improvement

The AccountAbility Health Check could be improved by the addition of more de-
tailed questions in each of the Six-Steps. Updating the standard would help it
to maintain relevance during almost two decades since its launch. This process
could include a review of the 8 Tracker categories to add relevant areas of enquiry
into an updated Health Check, adding more granular indicators as necessary to
reflect changes in corporate political activities.
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B-Lab Impact
Assessment O
Methodology

Score
Region: global
Launch date: 2006
Focus: Businesses Sustainable Transformation Rank 20 /26

Link: https://www.bcorporation.net/en-us/
standards/

The B-Lab was set up to support companies to engage more consistently in pos-
itive impact. The methodology recognises that businesses need comprehensive,
credible, comparable impact standards in order to support economic systems
change. Since its launch, the B-Lab Impact Assessment Methodology has been
used by more than 150,000 businesses. The B Impact Assessment is a digital tool
designed to help firms measure, manage, and improve their positive impact per-
formance across a number of thematic areas, including the environment, com-
munities, customers, suppliers, employees, and shareholders. Receiving a mini-
mum verified score of 80 points on the self-assessment tool is also the first step
towards B Corp Certification that companies can pursue.®®

Score summary

The B-Lab Impact Assessment Methodology receives a Tracker score of 30 out of
200. The low score reflects the Impact Assessment Methodology’s limited focus
on corporate political activities. High-level questions in the Governance section
imply an interest in corporate political activities, but lack detail. For example, the
Assessment Methodology asks companies: “What practises does your company
have in place to promote ethical decision-making and prevent corruption?” This
is an important question but the B-Lab framework does not ask for any details on
associated policies or conduct related to lobbying and political activities in par-
ticular. The methodology receives points as a number of the assessment catego-
ries provide an opportunity for companies to explain their political activities, but
the B-Lab questions do not explicitly request this. In addition, the methodology
is designed to take feedback from users, providing opportunities to update the
B-Lab questionnaire in response to evolving market norms.

Opportunities for improvement

The B-Lab Impact Assessment Methodology could update its references to cor-
porate political activities and review elements of the 8 Tracker categories which
could be included in the ongoing revision of the B-Lab Impact Assessment. In
Tracker Category F, on sustainable lobbying, the B-Lab methodology asks impor-
tant questions, but these are not actually used in the scoring of company con-
duct. For example, the governance section of the B-Lab framework asks compa-
nies to describe their “approach to creating positive impact” but indicates that
this is an unweighted question that will not impact on the company B-Lab score
and is asked only for internal research and benchmarking purposes. This and a
number of other opportunities to formalise questions and results relating to cor-
porate political activities would enhance the B-Lab Tracker score.
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Additional questions from Tracker Category D, ‘Influence via third parties’ and on
employee conduct would help to make the B-Lab assessment more complete, and
reflect the importance of corporate political activities in influencing sustainabil-
ity outcomes. As of today, certified B corps appear to have limited awareness of
the importance of corporate political conduct as a precondition for the realisation
of their broader sustainable commitment towards society and the environment.
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CDP Climate Change
Scoring Methodology

Company coverage:
Launch date: 2000 Score
Focus: Climate-related disclosures

Link: CDP Climate Change 2023 Scoring Meth-
OdOlOg!! Rank 13 /28

CDP was established as the ‘Carbon Disclosure Project’ in 2000, as a then unique
NGO-led exercise asking companies to disclose their climate impact via emis-
sions since reporting. Since then, the organisation has broadened the scope of
its environmental disclosure requests to incorporate deforestation and water se-
curity, while also engaging cities, states and regions on similar disclosure and
reporting issues. According to CDP, their reporting platform and annual process
supports thousands of companies, cities, states and regions to measure and
manage their risks and opportunities on climate change, water security and de-
forestation.®” Demand for CDP reporting by companies is led by investors, pur-
chasers of company goods and services, and city-level stakeholders.

Score summary

The CDP framework receives a Tracker score of 53 out of 200. This reflects a num-
ber of areas that touch on corporate political activities, and the questionnaire’s
evolution in responding to changing investor expectations for corporate disclo-
sures in this area. The CDP framework is climate-focused, but the Tracker score
reflects its treatment of corporate lobbying issues. The Guidance includes a sin-
gle question on lobbying: (C12.3) Does your organization engage in activities
that could either directly or indirectly influence policy, law, or regulation that
may impact the climate? It extends this analysis by asking companies to explain
what issues they have been engaging directly with policy makers. The CDP ques-
tionnaire also receives points in Tracker Category D ‘Influence via third parties’
as it asks about a firm’s position on the board of any trade associations and any
funding provided beyond membership fees. But the questions in this area narrow
the enquiry and exclude a discussion on alignment of trade association mem-
bership with the company’s stated goals to support climate change action, the
energy transition, and related public policy goals.

Opportunities for improvement

The CDP Climate Change 2023 Reporting Guidance explains how the framework
expects respondents to explain their lobbying practices,®? but would benefit from
more detailed disclosures across a number of the Tracker categories. As the role
of corporate political activities continues to grow in the climate arena, an up-
dated CDP questionnaire which draws on the Tracker methodology could help to
improve investor access to this information.
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Erb Principles for
Corporate Political
Responsibility

Score
Region: global
Launch date: 2023
Focus: Corporate political activities Rank 10 /26

Link: https://erb.umich.edu/partner-with-erb

erb-principles/

The Erb Principles for Corporate Political Responsibility are intended to provide
corporations with a non-partisan, practical thought process to help respond to
new questions and new pressures related to their political influences - from em-
ployees, investors, customers and the public.

Score summary

The Erb Principles receive a Tracker score of 75 out of 200. This reflects a num-
ber of high level expectations linked to corporate political activities embedded
in the Principles. For example, the Principles outline expectations that “compa-
nies articulate an authentic basis for their engagement on key matters of public
policy and societal issues,” which receives points in Tracker Category A, general
disclosure on corporate political activities.” The Erb Principle on Accountability
expects companies to “actively strive for alignment between their political ac-
tivities (including those of trade associations and other third parties influenc-
ing on their behalf) and their commitments to purpose, values, stated goals and
stakeholders.” This element of the Principles receives points in Tracker Category
D, ‘Influence via third parties’. The Principle on Transparency, includes important
elements, highlighting that companies “should communicate openly and honest-
ly about their political activities to promote informed stakeholder decision-mak-
ing and public trust.”

Under the Erb Principles, this includes the responsibility of companies to pro-
vide transparency in their political activities, publicly reporting on the oversight
processes and policies for corporate political activities, all direct political spend-
ing, spending through trade associations or other third parties influencing on
their behalf, and any actions to address misalignments. These provisions receive
points in Tracker Category C on ‘Lobbying and advocacy activities.’ The Erb Prin-
ciples also have mechanisms for taking feedback from a wide range of stake-
holders and receive points in Tracker category H for this approach to open and
transparent governance of the standards.

Opportunities for improvement

The ERB Principles offer a relatively exhaustive and ambitious set of high-lev-
el principles. However, they score zero in two Tracker categories, on disclosure
on lobbying/advocacy policy positions, and employees and internal policy. The
Principles could be strengthened with reference to the political activities of em-
ployees and associated internal policies. In their current iteration, the Principles
do not seem to focus on that corporate governance aspect of corporate political
activities, but they could do so in the future by providing a set of implementation
guidelines helping users to translate these high-level principles into actionable
guidance.
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ICGN Guidance on
Political Lobbying
and Donations 1 1

Score
Region: global
Launch date: 2017
Focus: Corporate involvement in political processes Rank 4 /2¢

Link: https://www.icgn.or olicy/icgn-guidance

The International Corporate Governance Network (ICGN) Guidance on Political
Lobbying and Donations outline areas of investor concern about corporate in-
volvement in the political process, as a matter of both business ethics and cor-
porate governance. The current version was updated by the ICGN Business Ethics
Committee in 2017 following consultation with ICGN Members. It incorporates re-
visions to the original document, first issued in 2011, to inform investor and com-
pany engagement on the issue.®® Established in 1995 and led by investors respon-
sible for assets under management of around US$77 trillion, the ICGN aspires to
advance the highest standards of corporate governance and investor steward-
ship worldwide in pursuit of long-term value creation, contributing to sustainable
economies, societies, and the environment.®*

Score summary

The ICGN Guidance receives a Tracker score of 101 out of 200. The Guidance sets
clear expectations from investors for companies. It emphasises that “any politi-
cal lobbying activity should be clearly supportive of shareholders’ interests and
conducted within an ethical policy framework, which recognizes the interests of
other stakeholders. In particular there should be a transparent policy framework,
a business rationale, shareholder support, robust board oversight and clear pub-
lic disclosures.” These clearly articulated expectations earn points in the Tracker
categories on transparency and the corporate governance of corporate political
activities.

The Guidance includes important elements on the transparency of corporate po-
litical activities, asking companies to provide “clarity on the purpose of the polit-
ical activity, the policy framework, the decision makers, when and how the com-
pany seeks to influence public policy and the direct/ indirect costs” of corporate
political activities. It also sets expectations on the responsible use of political en-
gagement tools by companies. The investor Guidance expects companies to seek
political influence “within the constraints of legal and ethical norms” and not to
seek undue influence for “individual executives or for special interest groups at
the expense of broader public welfare.”®®

The sections setting governance expectations for corporate political activities in
the ICGN Guidance are also clear. The Guidance explains that “it is the responsi-
bility of the board to understand and explicitly approve the company’s policies
with regard to political lobbying and donations. This includes charitable dona-
tions and donations to trade associations or related third-party organisations..
The board should appreciate the legal and reputational risks associated with im-
proper political activity and be responsible for oversight of political activity.” This
receives points in Tracker Category E, ‘Disclosure of ‘lobbying/advocacy’ policy
and position’ for setting the expectation of board oversight and that companies
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have clearly communicated and well understood policies on these issues. The
Guidance also sets clear expectations relating to trade association membership
and receives points for this in Tracker Category D, ‘Influence via third parties’

Opportunities for improvement

The ICGN Guidance could be enhanced with more granular expectations on in-
formation disclosure relating to third party conduct, employee participation in
corporate political activities, and on sustainable lobbying.
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OECD Principles for

Transparency and
Integrity in Lobbying 10

Score
Region: global
Launch date: 2009
Focus: Transparency in lobbying Rank 3 /26

Link: https://www.oecd.org/gov/ethics/oecdprin-
ciplesfortransparencyandintegrityinlobbying.htm

The OECD Principles, launched in 2009, are primarily directed at decision makers
in the executive and legislative branches of government, and are relevant to both
national and sub-national levels of government. Although the OECD Principles are
designed to guide governments, they are included in the Tracker as a globally im-
portant set of soft law standards relating to the regulation of corporate lobbying
conduct. The expectations have not been revised since their launch, reflecting the
need for OECD member governments to catch up with new approaches to disclo-
sure on corporate political activities and other lobbying.

Score summary

The OECD Principles receive a Tracker score of 103 out of 200. The Principles re-
ceive this score based on their high-level recommendations in a number of key
areas.The Principles recommend that all disclosure of lobbying activities “should
provide sufficient, pertinent information on key aspects of lobbying activities to
enable public scrutiny.” This expectation on complete and transparent disclo-
sure receives points in Tracker Category C, ‘Lobbying and advocacy activities’. The
OECD Principles also expect information on third party lobbying and the over-
sight of lobbying and corporate political activities at companies. According to the
Principles, “core disclosure requirements [should] elicit information on in-house
and consultant lobbyists, capture the objective of lobbying activity, identify its
beneficiaries, in particular the ordering party, and point to those public offices
that are its targets.” These criteria earn points in Tracker Category D, ‘Influence
via third parties.

The Principles recommend that governments should facilitate public scrutiny by
indicating who has sought to influence legislative or policy-making processes,
forexample by disclosing a ‘legislative footprint’ that indicates the lobbyists con-
sulted in the development of legislative initiatives. These criteria are important
and earn points in Tracker Category E on ‘Disclosure of ‘lobbying/advocacy’ policy
and position’

The OECD Principles go further and recommend that voluntary corporate disclo-
sures should include social responsibility considerations about a business en-
tity’s participation in public policy development and lobbying: “To adequately
serve the public interest, disclosure on lobbying activities and lobbyists should
be stored in a publicly available register and should be updated in a timely man-
nerin order to provide accurate information that allows effective analysis by pub-
lic officials, citizens and businesses.” These recommendations are important
and remain to be acted upon by OECD member governments in a consistent and
transparent manner.
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Opportunities for improvement

The OECD Principles should aspire to be comprehensive and set a higher stand-
ard of expectations for governments and countries, and be accompanied with
an action plan and intended implementation timeline. A challenge for the OECD
is to show genuine leadership to enhance the regulation of corporate political
activities in its member states. The ongoing challenges associated with corpo-
rate political activities in a number of OECD countries highlights the need for en-
hanced standards in this area. An updated version of the OECD Principles would
be strengthened with a full review of each of the Tracker categories and consider-
ation of how corporate political activities in the years since the original publica-
tion of the Principles.
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Positive Compass

Region: global

Launch date:

Focus: Positive impact

Link: https://www.makeapositiveimpact.co/ Score
compass-for-regenerative-business

Rank 6 /2¢

The Compass tool from NGO Positive is designed to provide organisational change
makers with a transformational set of principles. According to the publishers, the
methodology is built around five life-affirming principles, referred to as the ‘5Ps:’
People, Planet, Partners and Places with Purpose. The standard publishers hope
the Compass can lead towards a future of business conduct going beyond ESG re-
porting and certifications. The Compass covers around 100 data points designed
to enable firms to self-assess their practices and inform action towards corpo-
rate strategy that enables regenerative impact.®®

Score summary

The Positive Compass tool receives a Tracker score of 87 out of 200. As with a
number of other standards in this group, the Positive Compass receives points
forits high level and aspirational criteria. The Purpose section of the methodolo-
gy asks firms to communicate on where their ‘employees actively manifest their
commitment to delivering the higher purpose of our company’.® These questions
receive points in Tracker category,

The Positive Compass assessment criteria on governance includes a set of indi-
cators on governance accountability for delivering social and/or environmental
purpose, and asks companies to explain if (a) their social and/or environmental
purpose is enshrined in the firm’s legal constitution; (b) if the board is mandated
by the constitution to prioritise social and/or environmental mission above all
else; and how/if the board is mandated to regard our social and/or environmental
mission when taking decisions.®®

The standard also considers political finance contributions in some detail, ask-
ing companies if they “expressly prohibit bribes, kickbacks and gifts, and about
a company’s policies relating to indirect political contributions, charitable do-
nations, and sponsorships. The questionnaire asks companies to explain how
they are transparent and share with the public all of their financial and in-kind
contributions to political parties, politicians, political lobby groups, charitable
organisations, and advocacy groups. The questionnaire also asks companies
to indicate that they “do not fund politicians, political parties or political lobby
groups (excluding the funding of political action related to improving social and
environmental standards)”, combining disclosures on political finance with pos-
itive lobbying information. These disclosure expectations earn points in Tracker
Category C, on ‘lobbying and advocacy activities.

Opportunities for improvement

The Positive Compass tool would benefit from the addition of a more detailed dis-
closure framework focused on corporate political activities, particularly in rela-
tion to third party activities of trade associations, and on employee participation
in political activities.
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Responsible
Lobbying Framework 10

Region: global
Launch date: 2020
Focus: Responsible lobbying

Link: https://www.responsible-lobbying.org/

the-framework# Rank 2 /2¢

Score

Launched in 2020, the Responsible Lobbying Framework was developed by a
group of civil society actors to hold their corporate partners accountable during a
thematic dialogue process. The specific terms of that dialogue remain confiden-
tial, but all parties agreed that the resulting Framework should have a wider use
and provided a valuable tool to increase transparency and accountability.®® The
Framework, structured around five principles, was published and is designed to
be used both as a set of globally applicable principles and standards, outlining
what responsible lobbying would look like, and as an evaluation tool of a specific
organisation’s lobbying activities.

Score summary

The Responsible Lobbying Framework receives a Tracker score of 106 out of 200.
The Framework receives points in Tracker Category B on ‘Political contributions’
for requiring basic disclosures under principle one.

The Framework addresses Tracker Category F, ‘Commitment to sustainable lob-
bying practices.’ It specifies that “responsible lobbying must consider the wider
public interest, not only an organisation’s needs narrowly defined.” And clarifies
that corporate political activities “should respect the interests and needs of peo-
ple, communities and the environment. Organisations lobbying responsibly will
be able to present a public interest case for their positions.” Principle 2 of the
Framework covers transparency, outlining expectations for full disclosure of the
amount and nature of all direct and intermediary lobbying, paid or unpaid. These
detailed explanations earn points in Tracker category

With respect to oversight and governance of corporate political activities, the Re-
sponsible Lobbying Framework outlines expectations for companies to have con-
trols over all lobbyists, in-house and intermediary, paid or unpaid, to ensure they
understand and adhere to organisational policies” via codes of conduct, train-
ing and regular performance assessment. These expectations receive points in
Tracker Category G ‘Employees and internal policy.

Unique among the standards assessed in the Tracker, the Responsible Lobby-
ing Framework indicates expectations that “substantial public sanctions” be
placed on corporate lobbyists who contravene company policies and codes of
conduct. This is an interesting expectation and reflects the almost complete ab-
sence of regulatory or legal enforcement for contravening lobbying codes of con-
duct, in the small handful of countries where such guidelines exist. Finally, the
Framework describes how company boards should have clear oversight of lob-
bying policy positions, the lobbying processes and practices of the organisa-
tion itself, of intermediary lobbyists (paid or unpaid) and the lobbying activity
of third- party organisations it is a member of.
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Opportunities for improvement

The Responsible Lobbying Framework could be improved by adding additional
granular expectations in a number of Tracker categories.
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UN-PRI Investor

Expectations on
Corporate Climate 1317
Lobbying

Region: global Rank 1/2¢
Launch date: 2018

Focus: Corporate climate lobbying

Link: https://www.unpri.org/Uploads/i/k/t/
Investor-Expectations-on-Corporate-Cli-

mate-Lobbying_en-GB.pdf

The Principles for Responsible Investment (PRI) launched the first version of this
guidance in 2018 to help investors engage more effectively with portfolio com-
panies on their direct and indirect lobbying practices related to climate policy.?°
The guide was launched in response to investor concerns that negative and re-
sistant corporate interests, often represented by third-party organisations, can
hinder policy action that aims to mitigate the impacts of climate change. This
in turn may cause a number of issues for investors including legal and reputa-
tional risks, and long-term portfolio volatility. The PRI Investor Expectations are
included in the Tracker as an early example of high-level principles considering
corporate political activities. The Expectations are focused on climate-related
disclosures rather than applying to all forms of corporate conduct.

Score summary

The PRI Investor Expectations on Corporate Climate Lobbying receive a Tracker
score of 117 out of 200. The relatively high score reflects the framework’s level of
detail. Its focus on climate reflects interests of the PRI’s investor members in this
area, but the approach could be expanded to cover other themes and industries
impacted by corporate political activities.

The PRI Expectations set clear expectations for the governance of lobbying, and
expect all companies to “Establish robust governance processes to ensure that
all direct and indirect public policy engagement is aligned with the company’s
climate change commitments and supports appropriate policy measures to miti-
gate climate risks.” The standards further specify an expectation that companies
“assign responsibility for governance at board and senior management level; es-
tablish processes for monitoring and reviewing climate policy engagement; and
establish processes to ensure consistency in the company’s public policy posi-
tions. These expectations earn points in Tracker Category E, ‘Disclosure of lobby-
ing/advocacy policy and position’.

The Expectations ask for granular disclosure on a company’s position on climate
change and policies to mitigate climate risks; the company’s direct and indi-
rect lobbying on climate change policies; governance processes for its climate
change policy engagement; details on the company’s membership in or support
for third party organisations that engage on climate change issues; the specific
climate change policy positions adopted by these third party organisations, in-
cluding discussion of whether these align with the company’s climate change
policies and positions; and the actions taken when the positions of these third
party organisations do not align with the company’s climate change policies and
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positions. These detailed reporting expectations score points in Tracker category
B, ‘Political contributions’ and category C, ‘Lobbying and advocacy activities’. A
challenge for users of the PRI Expectations is to extend these expectations to
companies operating outside of climate-related industries and lobbying themes.

Opportunities for improvement

The PRI Expectations could be improved with more granular reporting expecta-
tions across a number of the Tracker categories. Encouraging companies to re-
port on and explain their approach to sustainable lobbying would earn additional
points in Tracker Category F on ‘Commitment to sustainable lobbying practices.’
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World Economic
Forum Measuring
Stakeholder Capitalism

Score
Region: global
Launch date: 2020
Focus: Stakeholder capitalism Rank 16 /2¢

Link: https://www.weforum.org/stakeholdercapitalism

The Tracker assessment considers metrics described in the World Economic Fo-
rum report, ‘Measuring Stakeholder Capitalism Towards Common Metrics and
Consistent Reporting of Sustainable Value Creation.® The report and the rec-
ommended frameworks were created out of the 2020 Annual Meeting, with the
support of 120 of the world’s largest companies. The intention was to develop a
core set of common metrics and disclosures on non-financial factors for inves-
tors and other stakeholders. The recommendations incorporated feedback via a
six-month open consultation process to define “common metrics for sustainable
value creation.”® The core and expanded set of “Stakeholder Capitalism Metrics”
and disclosures are designed for use by companies to align their mainstream re-
porting on performance against environmental, social and governance indicators
and to track their contributions towards the SDGs on a consistent basis. The WEF
metrics are deliberately based on existing standards, with the near-term objec-
tives of accelerating convergence among the leading private standard-setters
and bringing greater comparability and consistency to the reporting of ESG dis-
closures. The Metrics include 21 core and 34 expanded metrics and disclosures
to guide company reporting.

Score summary

The WEF Stakeholder Capitalism Metrics receive a Tracker score of 38 out of 200.
The framework receives basic points in Tracker Category E ‘Disclosure of ‘lob-
bying/advocacy’ policy’ for highlighting the importance of communicating po-
sitions taken in lobbying activities. Issues related to corporate political activi-
ties are covered in the metrics on ‘Ethical Behaviour’ which refer to Alignment
of strategy and policies to lobbying The significant issues that are the focus
of the company’s participation in public policy development and lobbying;
the company’s strategy relevant to these areas of focus; and any differences
between its lobbying positions and its purpose, stated policies, goals or other
public positions. These are important expectations to set. It also receives points
in Tracker Category H on standards governance for publishing the methodology
and enabling feedback and updating of the metrics.

Opportunities for improvement

The WEF Metrics provide useful high-level principles for ethical corporate con-
duct but miss the opportunity to outline expectations for more complete disclo-
sure of information on corporate political activities. There is room to enhance the
granularity and completeness of the WEF Metrics across each of the Tracker cate-
gories. Until the WEF metrics properly consider corporate political activities, their
framework will not be aligned with market expectations for consistent disclosure
of this information. Updating the metrics to more fully incorporate the Tracker
categories is important as corporate political activities impact on each of the
focus areas described by WEF across Governance, Planet, People and Prosperity.
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World Benchmarking
Alliance Social
Transformation
Framework

Score
Region: global Rank 9 /2¢
Launch date: 2018
Focus: Corporate reporting and benchmarking tools
Link: https://www.worldbenchmarkingalliance.org/

research/social-transformation-framework/

The World Benchmarking Alliance (WBA) was launched in 2018 in order to im-
prove the way that business impact is measured by companies and other market
participants. Their goal is to boost motivation and stimulate action by corporate
actors for a sustainable future for everyone. As part of this process, the WBA iden-
tified seven systems transformations that need to take place to put society and
the worldwide economy on a more sustainable path to achieve the SDGs.?® To turn
these transformations into action, WBA publishes a series of benchmarks as-
sessing 2,000 of the world’s most influential companies, ranking and measuring
them on their contributions to the SDGs.

The WBA Social Transformation Framework is built around a set of core social
indicators, based on pre-existing tools and frameworks. It sets out expectations
that companies should meet in order to leave no one behind, support the SDGs
and help create a future that works for everyone. The 12 key expectations are
grouped into three categories: human rights, decent work and ethical conduct.®*
The Framework defines a set of core social indicators (CSls) intended to reflect in-
ternational normative expectations. Using the indicators, companies can provide
investors and other stakeholders with an assessment of whether the company is
on a path towards meeting these expectations. WBA considers the CSls as ‘sign-
posts’ towards the expectations for the social transformation.®®

Score summary

The WBA Social Transformation Framework receives a Tracker score of 76 out of
200. The Framework asks reporting companies to take a ‘socially responsible
approach’ to their political activities and other lobbying. The Framework’s Ex-
pectation 12 describes an expectation that companies implement a “socially re-
sponsible approach to direct and indirect lobbying and political engagement,
overseen by the highest governing body and supported by appropriate con-
trols and transparency, and which at a minimum does not undermine either
the 2030 agenda or international human rights frameworks.”*® This high-lev-
el ambition for enhanced corporate governance of corporate political activities
receives points in Tracker categories covering transparency, internal oversight,
and sustainable lobbying. The WBA openness to feedback and commitment to
update standards in response also earns points in Category H on governance of
the standards.

Opportunities for improvement

The WBA Framework’s high-level approach misses opportunities for more de-
tailed disclosures. In particular, more questions around Tracker Category C, ‘Lob-
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bying and Advocacy Activities’ and Category G on ‘Employees and internal policy’
would make the framework more complete. Adding more detailed expectations
for consistency between corporate sustainability commitments and their polit-
ical activities would make the WBA Framework more useful as a reporting guide
for companies. Updating the Social Transformation Framework to include these
details, and to address other areas of the Tracker would bring it up to date as a
best practice guide for global firms and investors committed to social impact
and transparency.
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https://pure.uva.nl/ws/files/2225074/80_00013.pdf
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The Good Lobby has designed a diagnostic tool, currently tested by an initial roster of compa-
nies across different sectors, enabling any company to self-assess its political conduct and
governance against the emerging best practices identified in the Tracker. As such, The Good
Lobby diagnostic offers each company (i) a collection of all corporate political activities’ data,
in one place; (ii) a baseline upon which to measure future improvement ; (iii) a benchmark
against other companies within / across industries; and (iv) advise on areas of improvements
upon which to act. For more information, please contact info@thegoodlobby.eu

A number of companies have already publicly committed to pursuing a business model that
respects planetary boundaries. So a next step would be ensuring and reporting on lobbying

alignment with these stated goals. See, for example, * L’'Oréal unveils its next generation of

bold sustainability targets for 2030’ https://www.loreal.com/en/nordics/pages/commit-

ments/l-oreal-for-the-future/

The EU Commission has published a proposal for a regulation of ESG (Environmental, Social

and Governance) ratings providers, available at https://eur-lex.europa.eu/legal-content/EN/

IXT/?uri=CELEX:52023PC0314

‘Bloomberg Launches Proprietary ESG Scores’ (2020): https://www.bloomberg.com/company/

press/bloomberg-launches-proprietary-esg-scores/

https://www.bloomberg.com/professional/product/indices/esg-and-climate-indices-re-

sources/#tsasb

https://ecovadis.com/about-us

5jI3NrBXoUMcNrpZ2ToTAmO7iB3jBSiBoAm_mLB_xZHNeeBAzsAIOOTVRoC_mMQAvD_

BwE#about-esg-ratings
https://assets.ctfassets.net/03fbs70ah13w/5hWQ7R44kPRUDKNH16kBRx/6d14d4655f-

484cf. 1 f F_ESG_ re_Meth | _2022-06.pdf

https://www.ftserussell.com/data/sustainability-and-esg-data/esg-ratings
‘Sustainable Investment Data Recalculation Policy and Guidelines:” https://research.ftserus-
sell.com/products/downloads/Recalculation_Policy_and_Guidelines_ESG_Products.pdf

https://www.issgovernance.com/esg/ratings/environmental-social-qualityscore

https://www.issgovernance.com/esg/ratings/environmental-social-qualityscore

ernance-data

https://www.moodys.com/newsandevents/topics/ESG-Credit-00702C#scores

Moody’s (2021) ‘ESG Score Predictor: Applying a Quantitative Approach for Expanding Com-
pany Coverage:’ https://www.moodysanalytics.com/articles/pa/2022/esg_score_predictor_
applying_a_quantitative_approach._for_expanding_company.coverage

MSCI notes that MSCI ESG Research, through its predecessor companies, IRRC, KLD, ISS, In-
novest and GMI Ratings, has been providing ESG research as far back as 1972. See: https://
www.msci.com/documents/1296102/1311232/ESG+ADV+2A-03.pdf/49ba55aa-b739-428¢c-
b32d-87580eb4acea

MSCI (2023) ‘ESG Ratings Methodology:’ https://www.msci.com/docu-
ments/1296102/34424357/MSCI+ESG+Ratings+Methodology+%28002%29.pdf

‘MSCI ESG Ratings:’ h ://www.msci.com uments/1296102/152
ings-Brochure-cbr-en.pdf/7fb1ae78-6825-63cd-5b84-f4a411171d34?t=1572865945980

https://www.refinitiv.com/en/sustainable-finance/esg-scores#global-coverage

https://www.refinitiv.com/content/dam/marketing/en_us/documents/methodology/refini-
tiv-esg-scores-methodology.pdf
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https://www.reprisk.com

‘RepRisk data empowers APG Asset Management’s first-of-its-kind sustainable real estate

index series’ (2023): https://www.reprisk.com/news-research/news-and-media-coverage

index-series
https://www.reprisk.com/news-research/resources/methodolo
https://www.spglobal.com/esg/csa
https://www.spglobal.com/esg/solutions/data-intelligence-esg-scores?
‘ESG Data:’ https://www.bloomberg.com/professional/product/esg-data
‘Corporate Sustainability Assessment 2023 h ://www.spglobal.com

https://www.sustainalytics.com/esg-data#

https://www.sustainalytics.com/esg-data#

‘Timeline for the Corporate Sustainability Reporting Directive:’ https://www?2.deloitte.com/
content/dam/Deloitte/nl/Documents/deloitte-nl-sustainability-eu-tax-csrd-timeline-
june-2022.pdf

h /[ /www.efr rg/A Downl ? rl=%2Fsites%2Fw lishing%2FSiteAs-
sets%2FED_ESRS_ G2.pdf

EFRAG ‘Cover Note - Approval of draft ESRS Set " (2022): https://www.efrag.org/
Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FMeeting%20Docu-

ments%2F2211141505388508%2FEFRAG%20Cover%20Note%20221115%20Approval%200f%20
draft%20ESRS%20Set%201.pdf

h ://www.ifrs.org/i -

eral-requirements/#
‘ISSB issues inaugural global sustainability disclosure standards’ (26.06.2023): https://www.
i news-and-events/news/2023/06/issb-issues-ifrs-si-ifrs-s2/#

https://unglobalcompact.org/what-is-gc
https://www.bcorporation.net/en-us/certification

h [ /www n n/inf -us/what-we-

‘CDP Climate Change 2023 Reporting Guidance:” https://guidance.cdp.net/en/guid-
ance?ctype=ExternalRef&idtype=RecordExternalRef&cid=C12.3&otype=Guidance&inc-
child=0psite=0&.gettags=0

https://www.icgn.org/policy/icgn-guidance

https://www.icgn.org/about

%26%20Donations%202017.pdf

https://www.makeapositiveimpact.co/compass-for-regenerative-business
https://www.makeapositiveimpact.co/_files/ugd/4a35f4_501fbcd3353840d0afc2dad-
7b467c821.pdf

https://www.makea itiveimpact.co/_files/ugd/4 f4_501fbcd3353840d0afc2dad-
7b467c¢821.pdf

https://www.responsible-lobbying.org/

mate-lobbying-/3190.article

https://www.weforum.org/reports/measuring-stakeholder-capitalism-towards-com-

mon-metrics-and-consistent-reporting-of-sustainable-value-creation
WEF (2020) ‘Measuring Stakeholder Capitalism: Towards Common Metrics and Consistent

Reporting of Sustainable Value Creation’ https://www.weforum.org/reports/measuring-stake-
holder-capitalism-towards-common-metrics-and-consistent-reporting-of-sustainable-val-
ue-creation/

‘Seven systems transformations’ https://www.worldbenchmarkingalliance.org/seven-sys-
tems-transformations/

h ://www.worl nchmarkingallian rg/r rch ial-transformation-framework

https://assets.worldbenchmarkingalliance.org/app/uploads/2021/02/WBA-Social-Transfor-

mation-Framework-FINAL.pdf

https://assets.worldbenchmarkingalliance.org/a uploads/2021/02/WBA-Social-Transfor-

mation-Framework-FINAL.pdf
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