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o 50 100 150 200
General disclosure on Corporate Political Activities Disclosure of ‘lobbying/advocacy’ policies and positions
! Political contributions Commitment to sustainable lobbying practices
Lobbying and advocacy activities Employees and internal policy
Influence via third-parties Governance of the standards

“‘Categories where the standard received no points do not appear in the colour-coded graph

Rank and scores for all standards

1. Responsible Lobbying | 139
2. UN-PRI | 117
3. Erb Principles | 116
4.CDP I 106
5. OECD | 103
6.ICGN | 101
7. AccountAbility | 97
8. ESRS G1 Business Conduct I 95
9.S&P | 90
10. Positive Compass | 87
10. WBA | 87
12. Moody's | 80
13.BLab | 70
14.GRI | 66
15. FactSet | 63
16.1SS I 60
17. EcoVadis | 53
17. Morningstar Sustainalytics | 53
17.SASB | 53
20. Fitch Solutions | 50
21. WEF ] 38
22. FTSE4Good | 33
22. RepRisk [ ] 33
24.1SSB | 30
24.MSCI [ ] 30
26. Refinitiv [ | 23
27. Bloomberg [ | 20
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Description

Fitch Solutions ESG Scores are asset-level evaluations of entities that assess en-
vironmental alignment and impact, referring to the EU taxonomy and for social
issues, the social aspects of the UN Sustainable Development Goals (SDGs). Fitch
Solutions provide two types of ESG scores: (a) an Entity Score, which measures
the extent to which an entity’s business activities make a positive or negative
contribution towards environmental or social goals, as well as the effectiveness
of governance; and (b) a Framework Score, which provides an evaluation of the
ESG profile of an entity’s labelled bond framework, and an assessment of use of
proceeds.' To enable comparability across and within industries, Fitch ESG Scores
are on an absolute scale that ranges from 0 to 100 (100 being the best), which
allows comparability across and within industries. The Tracker analysis focuses
on the Entity Score.

Accompanying the Entity ESG Score, Sustainable Fitch produces a short summary
analysis that includes an evaluation of the individual business practices and ac-
tivities of the company. These short-form analysis reports of the company, includ-
ing an evaluation of the business practices and company sustainability targets.
There is more detailed commentary on alignment of company conduct and targets
with major science-based taxonomies for environmental aspects, including the
SDGs and OECD Principles. Analysts monitor company conduct and ESG Scores
are valid for 18 months, with updates occurring annually in response to significant
ESG events, or at the request of investors with relevant new information.

According to Fitch, their ESG Entity Rating, launched in 2019 as ‘ESG Relevance
Scores’,? “indicate an entity’s performance, commitment, and integration of en-
vironmental and social considerations into its business, strategy and manage-
ment, and the effectiveness of governance. The metrics seek to measure the im-
pact of business activities on the environment and on society.”®

Score summary

The Sustainable Fitch ESG Ratings Methodology for ESG Entity Rating receives a
Tracker score of 50 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.
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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. The Governance pillar in the Fitch
ESG scoring process does not appear to cover or assess corporate political ac-
tivities and other forms of lobbying. As more firms seek to contribute to positive
policy goals related to the energy transitions, Category F, ‘Commitment to Sus-
tainable Lobbying Practices’ should also be added to Fitch’s existing scanning of
company contributions to ESG goals. According to Fitch, ESG Scores are valid for
18 months and updated annually with new financing transactions; after signifi-
cant ESG events, or at the request of investors with relevant new information. This
approach suggests openness to investors to engage the Fitch team to improve
incorporation of corporate political activity data into their methodology.

Endnotes

5j13NrBXoUMcNrpZ2ToTAmO7iB3jBSiBoAm_mLB_xZHNeeBAzsAIOOTVRoC_mMQAvD__

BwE# ut-esg-ratin
h : f n fbs70ah13w/5hWQ7R44kPRUDKNHI16kBRx 14d4 f-
484cf5bd361558afea06bc/SUF_ESG_Score_Methodology.2022-06.pdf
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