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Introduction

Critics of the current system say politicaimpaigncontributions from corporations corrode democracy
whenlargecompaniesuse their vast wealth tinfluence elected officials to further theawn interests.
Otherscontendrestrictions on contributions by corporations are unconstitutional limits on free speech
The latter cam@chieved a major victory on Jan. 21, 2010, whe@itizens United vs. the Federal Election
Comnissionthe U.S. Supreme @d threw out spending limits that hatdeen in place for decades.

Activist invesbrs have been asking compantegdisclose more abouheir spendngon political
campaigns since 2004, when the Center for Political Accountability began coordinating agriiomn
voluntary reform Social investment firms, public pension funds, religious groups and labor unions have
pursued their goaof more board oversight and spending disclosbydiling shareholder resolutions
that investors consider at corporate amal meetings The activists are not cesting the legality of
political contributions by corporations or arguing in favor of their eliminabahare instead seeking to
inject greater oversight, accountability and transparency into the procks3010 average supporor

28 proposalghat went to votesreached30 percentan unusually high benchmark for dissident
resolutions with high votes of 46 percent &oventry Health Cared2 percent aExpress Scriptsand

more than 41 percent at bot@VS Caraark and Sprint Nextel Another12proposals were withdrawn
after companies reached accords with activistglisclose more about their political spending and put in
place better governance of.it

Even agompanies have responded with increasing aladdtsequess for changes in their oversight and
reporting about political spending, unprecedented amounts of money are flowing into U.S. elections. One
recent estimate from a Washington insidetys$3 billion may be spenfrom all sourcedn the 2010

election cycle' Newsreports showspending bycompanieshas increased and mapfay a crucial role in

the election, but the full impact will become clear only after the dust settles in Noveuheibeyond

This study therefore takes a closer looktad nature and extent of thevoluntarygovernanceeforms
companies have madeising a broad definition @political spending to seeif thesepractices affect

their political spending It is both nonpartisan and noradvocacy, favoring no political party nor taking
sides in the debate over the legitimacy of corporate spending. Rather, it attempts to provide advocates,
policy makers, corporate decision makers, shareowners and commestateet of baseline facts to

which they can apply their own analyses.

Structure of this report: The findings from{ A re§karchappear first, showing the results froencareful
examination ofvhat S&P 50@ompanies sapublicly, results froman Augus010survey sent to ab00
companiesandfederal andstate campaigrcontributiondata. A summary of the findingsnd survey
researchis followed by a more detailed presentation of thederlyingresearch. Two case studies and a
short primer on avenuetr political spending follow. The report also includeklitional background
explainngthe context for tre researchthe shareholder resolution campaigd.S. campaign finance law
and proposed Congressional action that suggests the shape of possiblamgw

! Washington Analysis LLC conference call on Sept. 27, 2010, with Evan Tracey, Campaign Media Analysis Group, Kantar Media.
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Key Findings

1 Nearly 80 percent of th&&P500 companies have disclosed politicampaignspending policies
However, aly a distinct minority hastandalone policies that are easily found on company
websites, with clear descriptions for how spending occurs and who oversddsst. often,
companies include a short statement in their code of conduct about political contributions,
providing littleinformation about how spending decisions are made and overseen, and by whom.
Thepubliclanguage companies use to describe their political spending is usually not precise,
particularly with regard to indirect spending.

1 Less than onguarter of S&P 506ompanies require their boards to oversee political spending;
nearly all such oversight is confined to the largest comparies.just over half of the top 100
companies have board oversight, which may be a leading indicktealth Care companies are
the most likely to involve their boards in oversighitms least likely to have oversight are in the
Consumer Bcretionary sector (includingutos, Consumer Durables & Apparel, Consumer
Services, and Media & Retailind@his is especially tellirgincehealth care reform was one of
the most hotly contested issues in the last election cycle and contentiously debated in Congress
leading up to passage of healthre reform legislation in March 2010.

9 Just ovemhalf of all large companies provide some inforroaton which company officers make
spending decisions, but Financials firms provide the least amount of informafius.isof
particular note sincdinancial reform was another higstakes debate waged in Washington
leading to enactment of sweeping refas in July 201Management transparency is most
common among Consumer Staples companies (Food & Staples Retailing; Food, Beverage &
Tobacco; and Household & Personal Products).

1 Nearly60 percent of the largest U.S. companies spend shareholder money li@potporate
treasury on political campaigns and tlirds have political action committees that spend
money contributed by corporate executivedtilitiest amongst the most highly regulated
industrieg are more likely than any other sector soipport canitlates, parties and interest
IANRAzLIAQ LREfAGAOFE O2YYAGUHSSEAY 6KAETS LYF2NNIGAZ2
spend in these categories.

9 Only 100 companies in the S&P 500 do not appear to have spent any money in political
campaigns either from the corporate treasury or via PACim the last four election cycles.

1 Only 52 companies have indicatfity do not usaindependent expendituresto advocate for
or against the election of candidates, although they now may do so at all levels of government
because of the€itizens Unitedecision. Only seven companies mention this method of
spending in their stated policiesmformation on the restomes from research conducted by Si2
and the Center for Political Accountability.

1 Only 14 percent of the S&P 58@asstated policies on indiregiolitical spendingfunded by
companieghroughtheir contributions totrade associations and neprofit interest groups.
Financials firms are notably less likely than other sectors to say anything about indirect spending
a growing area of concern for some investotisers worried about the impact and funding
sources for welendowed nonprofit groups active intie current election.
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1 More than 80 percent of th&&P500 companies do not provide information on what they
spend and almost alompanieghat report are at the top end of the revenue scale. @hied
of Health Care companies disclose spending but onyiab0 percent do in three other
sectorg Financials, Telecoms and Consumer Discretionary.
9 Thejury is still out on whether increased board oversight puts any brake on spending, but it
clearly encourages disclosure of what companies do spend. Furtherceseoking at
spending by unit of revenus needed to establistlear connections between governance and
the amounts companiespend in political campaignas well as whether greater oversight helps
FfA3Yy &aLISYRAY3I gAGK aKFINBK2f RSNAQ 0Said AyaSNBa
f Forthe companieghat acknowledg NS @A SgAy 3 (G KS | Ghigetrs Upitd INE YS / 2 dz
decision, it appears the ruling has had little influence on their spending policies, at least for now.
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ResearchApproach
Si2 examined the practices @dmpanies in th&&P 500ndex as of July 1, 20168eeking to determine:

1 Howcompanies decide whether to contribute to candidates and assess the strategic value of
contributions and their overall political spending programs;

Whomakes spending decisiorat poth the board and management level);
Whatprocesscompanies follow to make these decisions;

Whatcontrolsexist to ensure these decisions reflect the best interests of companies and their
shareholdersand

9 Corporatereporting practices.

TheCenter fo Political Accountability (CPANdits alliescontendthat political spending should be
incorporated into enterprise risk managemeaind that board must be involved inversightto ensure
their companies are accountable to investok&orking with theConference Boardhe Center has
developed a handbook of best practices that will be releademttly. Si2reviewed a prepublication
draft of the handbookn summer2010and conductedpreliminary researcho determine the extent to
which companiesonform to theK | Y R 6 Stghdafdsiin Augustve also conductedinonline survey
with email and telephonéollow-up, to gather additional information

The results obur findings are pesented in this report, with a comparison of the déaindustrysector
and revenudier. We usedhe following economic sectors established by the Global Industry
Classification Standard (GI€S)

1 Energy

1 Materials

9 Industrials includingthe industies ofCapital GoodsCommercial & Professional Servicasd
Transportation)

1 Consumer Discretionary (Automobil&sComponentsConsumer Durable& Appare| Consumer
ServicesandMedia& Retailing)

1 Consumer Staples (Food & Staples Retailing; Food, Beverage & Tobacco; and Household &
Personal Products)

1 Health Cee (Health Care Equipment & Services and Pharmaceuticals, Biotechnology & Life
Sciences)

1 Financials (BankBiversified FinanciajInsuranceand Real Estate)

1 Information Technology (Software & Services; Technology Hardware & Equipment; and
Semiconductorg& Semiconductor Equipment)

9 Telecommunication Services

M Utilities

KS DL/ { a&aidsSy sl a RSOSt 2Ba&R Sebip:/{winkstarklardaiipoors.dod/iadiEsaicslen/ud

a{/ L



How Companies Influence Elections Sustainable Investments Instituit&

Si2used a very basic revenue analydisjding up the companies into fivblocks of 100 grouped lihe
revenuereported intheir most recentannualfinancial statementswhich makes cleahe huge size of
these companies and thesubstantialresources. fe revenue range for the tiers was as follows:

Tier 1 $405 billion to $21.7 billion
Tier 2 $20.9 billion to $94 billion
Tier 3 $9.3 lillion to $50 killion
Tier 4 $4.9 billion to $28 billion
Tier 5 $2.79 billion to $550 million

=A =4 =4 =8 =4

BaselineData Collected

Si2tried to discern thebroad picture of corporate involvement in campaign spending, including any

form of support forentities active in political campaigns, not just direct contribos to candidates or

parties We did not examine lobbyingyhich is highly regulate@lthough corporation®ften mention

thiswhen they discussampaigrecontributions.{ G F NI1Ay 3 A GK GKS Jamgd Qa RIF G 6l
publicly traded U.S. companigsvhich it shared with us, we expandéaithe entire S&P 500 index,

trying toanswer the following questions

Policy and decisiommakers

1 Whether the company has aolicy. We considered companies to have a policy if they
mentioned anyhing aboutspendng money in the political arena:either through apolitical
action committeg PAC) or froncorporate treasuryunds ¢corporate contributions).

1 Whether the company discloses which ofaficials are responsible for political spending
decisims, includng the titles otthe officials and any details on thigositionwithin the
O2N1LR NI A2y Qa OKIFIAY 2F O2YYlIYyRO®

1 Whether theboardis explicitly charged with oversight of political spending practices,ifad
whether a specificommitteeis identified anchow oftenA it SEF YAy S& GKS O2YLI} yeé
practices.

Methods of Giving

We consideredwo methods through which money from companies or their executives may make its
way either directly or indirectlynto the campaigrcoffers of political candidates drgroups:

1 If the company has political action committeeand its name.
1 If the company contributesorporate treasuryfunds for any political activities

Recipients okcampaigncontributions

For each of the companies, Si2 revieweaw public databases that aggregate information on political
spending.The Center for Responsive Politiesviv.opensecrets.orpcollects and reports on federal PAC

5¢kS /SYiSNDna RIGlIolas aflitidervnspayeicsO @ a/dry (v2aNsst AiKa yw$Ldz NIiaé O
its website at http://www.politicalaccountability.net.
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spendingreportedto the Federal Election Commissi(fEC). Thiationallnstitute on Money in State

Politics www.followthemoney.ord aggregates dateeported to state disclosure agencies abgaimpaign

spending Si2 also looked at the information provided@® y 3 NS & & A 2 ¥ IC® Monelgindlli SNI & Qa
website fittp://moneyline.cg.con), whichreports ona broad range of political spending including

contributions to political committees organized under Section 527 of the U.8otle CQ Moneyline

makes available its proprietary database of campaign spending informatiaubscriptionbut we

relied only on what is available to the public free of charge.

Using these sources, Si2 determined whether each company contributedifwents in the following
categories:

1 Federal Levei via PACs or independent expendituresluding
o Candidatesand
o Political parties
1 StateLevelg via PACscorporate contributions or independent expendituréscluding
o Political committee$éb27<),
o Ballot measure committeesnd
0 State judicial candidates

Indirect Giving

Two types of tasxexempt groups play important roles in campaign finanteade associationsvith
non-profit statusunder section 501(c)6f the tax cod¢ andsocial welfare organizations (with ngumofit
status undersection 501(c) of the tax codd both receive money from companidsvestor activists
want companies to discloggow much of their contributionthese groups aresed for political
expendituressince there are no requirements for disclosuttgey argue the contributions pose risks to
companies. We therefore examined the following:

1 If the company has articulatedgmlicy aboutits payments to these groups

91 If a companyiststhe groupsit supports.
9 If a company discloses tipwlitical expenditure portionof its contributions

“So0F f t SR dpHT ANRdzZLIAE +NB ONBFGSR LINAYFNAEE (2 AyTtdSyods (KS
public office. Seg6 U.S.(§527.

¢KS Lw{ SELXIAy&a (KIFG pam6O0On 3NR dzLIAD & dMB] aipahizaBainustS R SE Of dzA A &
operate primarily to further the common good and general welfare of the people of the community (such as by bringing about
OABGAO 6SGGSNNYSYUG | yR aaidtiontgermaneliiNge @rfaviiSation'sippodrana Bedriisdibfedneans

of attaining social welfare purposeBhus, a section 501&)yocial welfare organization may further é&sempt purposes

GKNRdAK f2008Ay3 +Fa Ada LINAYFINER OGABAGRE 6AGK2dzi 2S2 LI NRAT Ay
noticetoidi YSYOSNE NBIAFNRAYI (GKS LISNOSydlF3aS 2F RdzSa LI AR GKFG F NJ
FRRAGAZ2YZEZ a¢KS LINBY2UGA2Y 2F a20Alf ¢St FINBE R2Sa ygagnsh y Of dzRS
on behat of or in opposition to any candidate for public offiteowever, a section 501¢&¥social welfare organization may

Sy3ar3aS Ay a2yvY$8 LR{AGAOIE OGAOGAGASAY a2 t2y3 Fa GKIG Aa yzi
See http://lwww.irs.gov/charities/nonprofits/article/Qid=96178,00.html

® BruceF.Freed and Jamie Carrdflidden RiversHow Trade Associations Conceal Corporate Political Spending and Its Threat to
ShareholdersCenter for Political Accountability, 2006. Available at
http://mww.politicalaccountability.né/index.php?ht=a/GetDocumentAction/i/932
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Independent Expenditures

Citizens Unitedemoved all limits on the amounts that may be spent by companies or other groups to
advocatefor or against the election afpecific candidates to political office at any level of government in
the United States Thesedindependent expendituresmay not be coordinated with a candidate but can
have a substantial impact on the course of a campaign, so the deoiséms up a pantial flood of

new cash in federal electionghere such spending previously was forbiddé€State election law varies,
as the background section makes clear oii3). We therefore looked for any mention of tlapproach

in company policies.

Spendig Disclosure

9 If a company disclosesnypolitical campaigrspendingon its website. Federal PACs and
lobbying expenditures must be disclodeygllaw, and Si2 consideredompanieshad disclosed
onlyif they provideddata for corporate spending and/dinksto the Federal Election
Commissiorior PAC reports

Si2 Survey

After gathering the data noted above for all 5@ns, Si2compiledpreliminaryprofilesand sent them
to each of the companies to confirm the collected informatiatong with a survey thaought
additional information in severakreas

Si2asked companieaboutindirect spending

1 How valuable they thinkolitical spending by trade associations and otteetexemptpolitically
active groups is to their firm and industry.

1 Whethera companymonitors how its payments to trade associations and other politically active
tax-exemptgroups are spent for political purposes, and if the compamymunicatesvith
these groups about their political spending.

Ondecisionrmaking, Si2asked for:

1 Additionaldetails on who at a compamgcommends, approves and reviepdaitical spending
decisions, in the following categories:
o Full board
Board committee
CEO
Senior management (VP, director or above)
Line management
Internal legal counsel
External legal counsel
o0 Public or government affairs/public relations department
1 Whetheracompary requires contributions to bgustifiedwith a business cas#,it conducts a
risk assessmerftegarding legal, reputational or other factors) before making contributions, if it

O O O O O o
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examines the@mplications for different stakeholde(s.g., employees, investors or customers) of
contributions, and if idocumentghe reasoning for individual contributions.

With respect toreview and oversightSi2asked:

f Howofteni KS O2YLIl yeQa LRtAGAOIE aLISYyRAy3d LINROSaa
management

1  Which board levetommitteeisinvolved in political spending oversight

f Whetherdecisions includeternalt S3 I £ O 2 dzghdpSicy Qriidr dbnR@wddeb
spending decisions, andafcompany retainsutside counsel or consultartts help analyze the
O2YLI yeQa LRtAGAGWE &LISYRAY3I LINPINFY

1 If the companyormally evaluateshe effectiveness of its spending policy.

Finally,Sizasked compaiesabout theimpact of thedtizens Uniteddecision

1 If the company has made achangedo its policies or practices in the waketbé decisionor
if it may do so in the future and
1 If the company is makingr plans to makeindependent expenditureand why or why not.

Response to the surveyCompanies remain wary of discussing their policies and providing information
beyond what they have already chosen to disclosdheir websites A total 0of40 companiegrovided
information inresporseto the request for informatiorandnot all respondents replied to all questions.
The sample size is small, but comments providetebpondentsadd usefuldetail to the overall findings
S NBI OKSR TNRY 2dz2NJ NE@OASg 2F O2 vklnthdtdpave LJdzof A aK S
revenue tiers were most likely to respond, but a number of smaller firms did, as weltthird® of

those that provided detailed informationasked that their responses be kept confidential, and Si2 agreed
to identify these firms onlpy revenue ban@éndindustry sector.The 11 firms that providedetailed
publicresponses wereAir Products Alcoa American Electric PoweCampbell SoupCocaCola

Microsoft, Pfizer, Procter & GambleTellabsandVisa SI2 thanks them for their willingness to disclose
and recognizes their contribution in aiding to the objective information available in the public debate
aboutcampaign financeAny otherstatements attributed to individual companies in this report come
from informationthey have posted on their websites.

Further Review of Disclosed Decisiblaking and Oversight

Given the modest response to the survey, we augmented the ibidis¢line data described abobg
carefully partgthe information companies pulgly disclose about their decisianaking processesSi2
identified (as noted above in the survey description) tpéds of corporate officialsvolvedin the
proposal, approval and review stagafspolitical spendingcapturedthe languae companies use
describe thigprocessnotedthe frequency of boarénd management reviesemiannual, annual or
other), andexaminedthe reasoning companies give fgpending money ipolitical campaignsSi2
found information orat least some othese questions ailable at 30 of the 500 companieslthough
somedisclosefar more than others.The resulting dataset enabled usreachmany of the key
governanceconclusions in this report.

/
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Findings

{AHQa adz2NBSe | yR & dzLilalt Sivanias in td S&RBIBFoEedbdhing 2 dzy R
about political spendinga minority hadoard oversight of their political activity, and an even smaller
number disclose to investors and the public how much they sp&mate than 10percent or 52

comparies, say they do not usthe dindependent expendituresthat now can be spent on

advertisements in federal campaigns in the wake of@itzens Uniteupreme Court decisian

January 2010That can be seen either assmall number, or material movemeint just a few months.

Investor activists hee devoted considerable effotb encourage more board oversight and disclosure of
both direct and indirect company political spending, and a growing nurmbesmpanies have

responded to tle requests But this report suggests the jury is still out on whetleereased
governanceffects the level o$pending, althougit clearly encourages more transparency.

Survey findings orCitizens Unitedmpactt Sentiment about the impact a€itizens Unitedn
corporate spending policies was nearly unanimous; 24 of 27 companies responding on this que
said their firms had made no changes to their policigcrosoft said that after the decision, it
GNBIF FFANNYSR 2dzNJ O2 YYA (Y Sytdnomicandidéd® &r Narpary pofitda@ Y
O2YYAGiiSSaodeé hyS 2F GKS O2dzyiNBQ&a oA3I3aSai
GKNRdzZAK AGa t!/ aKFa y2d 0SSy OKIFIy3aSR aiyo
of courseb I YIEGA2YyLEFE Ayadz2N»yyOS FANY alAR AdGa a
0SOIdzaS 2F GKS O2dz2NIIi RSOAaA2y o0dzi RSOARSR
independent expenditures or electioneering communications tocgdte the election or defeat of a
a0F3dS 2NJ FSRSNIt OF YRARLF GSo¢é

We also asked companies more specifically if they plan to make independent expenditures now
the future; none said this was under current consideration. One of the biggest chemicami@sp
AR Al Kla aSglfdzr SR 2dzNJ SEAaAGAY 3 LRf AO@
drug company reports it still prefers to make contributions directly to candidates. A firm active ir]
FAYLFYOAL T YIFNJ] SGadillyARS AAiG & KO dNINRY (LI UING-&0 (0424
federal candidates and parties from its PAC and contributions to state political parties from its
treasury.

Others left the door cracked slightly open to consider changes, thoBgicter & Gamblel | A R ¢
legal, regulatory and political environment surrounding @itizens Unitedecision is still largely
RSOSt2LIAyYy3Izé¢ fUK2dzZaAK AG &aFAR AG GKlFa y2 LI
for federal office, nor to make contribhit2 ya (G2 20 KSNJ INRdzLJa G2 R?2
O2YLJl ye &alAR 2yfteée GKIFIG AdGa LXFya oSNB ai2
different companiesCampbell Soug | ACRZcongpany has not made, and has no plans to make
independen expenditures in the foreseeable future. However, we reserve the right to do so
consistent with our published Corporate Political Accountability guidelines and applicable state ¢
FSRSNIt I gdé { G NR Aldogvibtelt KS &l YS OF dzi A 2 dza

Although it & highly unlikely we would make independent expenditures, as a matter of prudence,
would not make a categorical statement that we would never do so in the future. We do not antici
any changes in our policy prohibiting corporate expenditures to sappmppose political candidates
resulting from theCitizens Unitedase.
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Policies on spending are commom substanial majority of S&P 500 firms hagaid something about
political spending. Policies are particularly likely to exishe verylargestcompanieswhatever the
economic sector. But the nature and specificity of these policigswigiely. The language companies
use to describgolitical spending often obfuscates the bottom Imevhich is thatthe vast majority ofll

big companies contribute in some fashitmcandidates or groups that are active in political campaigns.
Acknowledging the atfusing nature of discourse abogpolitical spendingby companies, a bank
government relations officer observed in response to our sureiéyyould help if there was better
definition of the various elements of corporate involvement in campaigns, elestthe public debate,
f2008Ay3>X YR FTR@20I 08 3ASYySNIrffted ¢KS g2NR WLRt A
people think voter registration appeals are politi€éaHe expressed hope that studies such as this one
¢can lead to better claty about how and what corporations do directly and indirectly in public affairs.

Companies thatdo not spend sometimes do Fortycompanies say they do not make contributions
Thadr prohibitions vary some say simply that they do not give politicahtributions, without any
elaboration. Othergrohibit speific classes of recipiertanost commonlycandidatesor parties Some
also include prohibitions oanspecifiediindirecte types of contributionswithout elaboratingon what

this includes Indirect spendingcan occur through trade associations, political committees or otdver
exemptosocial welfaré organizationsas noted above Only one company has an explicit prohibition on
contributions for501(c)4groups which ae playing amajorrole in the 2010 election cygl¢he

Washington Posteported in early October that overall interest group spending is upftilet compared

to the 2006 midterm election’

Pledges not to give do not necessarily means companies abstain from contribB8mgnteen

companies that say they do not spend have RA&@sxample Other contradictions exist, as weHor
example, the National Institute on Money in State Politegsarts thatCabot Oil & Gagave $1,000 to
Governor Bobby Jindal (R)Louisiana in 20Q@ year he was not running for office, libe company

saysglt is against Company policy to use Company funds or other assets to make political contributions
to, or to otherwise benefit, candidates for political office or to officeholders. This policy applies even in
states where the law may permit corporate political contributions. Likewise, Company assets, facilities
and personnel may not besed for any politicaburposese

Policies asidegne-fifth of all the companies wexamired do not appear to contribut&o political
campaigns; most of these abstainers are in the bottom 40 percent of the index, when measured by
revenue.

Why companies giveJust under onghird of the companies that do contribute provide their investors
and the public with explanations for why they give amgblainwhat factors they consider when

"¢edz2d CINYIY | yR -Grouy SpengisySoy Midten uy Eivefldfeoi 2006; Many Soureee £
Washington PostQctober 3, 2010, dittp://www.washingtonpost.com/wp
dyn/content/article/2010/10/03/AR®10100303664.htmI?hpid=topnews&sid=ST2010100303814
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deciding to support individual candidates. A minority prosidiead philosophical reasons fpolitical
giving Nineteerreason that they must give as part of their obligations as participardenmocratic
society while $x of thisgroupand 14 more alsosay they spendto promote the free enterprise system

or a prabusiness ethos in governmen€ompanies rarely spell out what they mean by tirisad

language although30 describeheir views on particular subjects. Out of the 130 companiesdaffat
spending rationales, just 43t the criteria they use to pick candidates for support. f@8ythe most
common reason they cite is proximitywhether the company has operations in the electoral district in
play. Other key strategic reasons companies cite for supporting candidates are if he or she sits on a
legislative committee with
jurisdictionover issues that affect
GKS O2YLl yes (GKS
record and his or her party

Survey findings About half of the survey respondents
provided details on spending justifications. Nearly all said tH
contributions have tde justified with a business case (15 ol
of 19), and that decisiemakers conduct a risk assessment

leadership position. (which may consider legal, reputational and other factors)
) o before contributing (15 out of 17 who responded on this
oGrassroots action: A small point). Examining the implications fdifferent stakeholders

number of companies include publig also seems to be part of the process; 14 out of 16 firms sai
mention ofthe ways in which they they consider the impacts on employees, investors and

try to mobilizedgrassrotse support | Customers.

or opposition from employees and Yet when it comes to documenting reasons for contribution

others in favor of company concerni ony five companies out of 14 who repliedttds question said

It includes comparguided they did so.CocaColais one of them, but made clear it is
employee action based aspecific dzyt A1 Sfte (2 akKlINB GKS NBadz
instructions on how to contact decisionmaking underlying our Company's politicadiyented

spending to ensure that such spending is compliant with
applicable law. Such documentation typically is generated b
_ _ _ _ .| Company counsel and subject to the attorreient legal
resolutions n 2010 tried to raise this| | j\ 5 ¢ ACGaifb&l ®dupwhich does not give to candidates

legislators as concerned members d
the public. A few shareholder

point, but were turned backwhen | | § §KS aAdF 08 2NJf201f f8488
the Scurities and Exchange its federalPAC contributions are well documented. Further,
Commissiorsaid the proposalswere| ¢ 2 KAt S ¢S R2 y2u0 NBIjdzA N5 |

too vague in describing whéttey business case, all our contributions, both corporate and PA

include business considerations and justifications as a matt
of standard operatf 3 LINE OrERedgNiBsdhét its giving
_ G2 OFyRARIFIGSa Aa aolaSR 2y
resolutions.) OFyRARIGS 2NJ 2FFAOS K2t RSN

meant bydgrassroots lobbying.
(See p74for more on these

Governance

Board ovesight: Only113of the S&P 500 have in place formal board oversight of political spending
Nearly all of this scrutiny from boards is confined to the very largest compamféshhave received the

most pressure for changa the last six years of shamelder resolutions.Thosein the Health Care

sector are most likely to have board oversight (36 percent do), while Consumer Discretionary companies
are the least likely (only 12 percent do).
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Nearly all board action on political spending consists of reviewing polidpareteiving reports on
what management has already sperAfew boardsset budget limits for spendingnd somealso

approwe contributions For the companies that do

conduct reviewshalf say they look at the issue annually
and eight exceptional companies conduct semnual

reviews onethird do not say how often they examine the
issue

Management: A somewhat slim majority of companies
(57 percent) identify the typesf officers involved in
political spending decisiemaking. This is more likely to
occur among the largest companies (where it happen
three-quarters of the time), but it is still not uncommon
even among the smaller compantegust fewer than40
percent ofthe bottom revenue tier also identifies officers
Sector variations arminimal, but the best disclosers are
Consumer Staples companies and the worst are Financ

Policies list internal legal officers, miscellaneous senior
managers and public affairs government relations
personnel as those most commonly involved in political
spending decisions. External legal counsel becomes
involved in the process only rarely (this is mentioned by
only 5 percent of those who identify officers).

Types of Spending

Methods: Twothirds of S&P 500 companies have a
political action committee; the largest are particularly
likely to have a PAC (90 percent of the S&P 100 do).
Companies often discuss their PAC spending in the san
breath that they mention corporate spendinglthough
investor activists focused on spending transparency
concentrate on following treasury money, a much deepe
well of resourcesind one they can argue is particularly
subject to accountabilitpbligations since this is
shareholder money It can balifficult to independently
determine if a company spends from the treasury or just
through its PAC, given the ways in which campaign
spending is reported at the state and local lexadthough
all direct contributions tofederal candidates cacome
only from PACs. (This stricture remains desitezens
United, although companies now can fund ads that bene

Independent expenditures:New
research compiled by the Ceem for
Political Accountability and Si2 shows
that 52 companies have committewt
to use corporate funds for independent
expenditures, and a few companies sa
their policies on this tactic are under
review. But the practices of fully 87
percent of S& 500 companies remain
unclear or unknown. Minnesota
disclosure requirements have
uncovered such spending Byrget,
Best Buyand3M, but it is very likely
that many more companies are using
this approach, particularly in a once
removed fashion facilitate by trade
associations and social welfare
organizations. Just one of the
NBalLRyRSyida G2 {A
yet to use independent expenditures
but may do so through its trade
associations. The oil company said tha
it does not encourage trade gup
political spending, but added:

in light of Citizens United, trade
associations now have the ability to
engage in candidate independent
expenditures. If a trade association
proposed to engage in independent
expenditures the company, to the
extent it wasin a position to reasonably
influence the process, would seek to
have the trade association only engagg
in positive campaigns (i.e., in support ¢
a specific candidate and not negative
campaigns opposing a specific
candidate), and also would encourage
the trade association to use funds othe
than dues or membership fees so that
only members wishing to participate in
funding the expenditure would do so.
The trade association would be
expected to comply with all laws and
reporting applicable to the
expenditues.
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or attack these candidates$ifting through available evidence suggests fhatfewer than60 percent
of the S&P 500 appear to spefrdm their treasuries in political campaigns.

Recipients: Companies are most likely to give directlycandidates, either via company PACs at the
federal level or through anixture of PAC and corporate money in state and local rages over three

Survey findings Si2 asked company officials if they thought political spending by their trade
associations and by other politically active-sempt groups was beneficial to their companies an
industry. Nearly twathirds of respondents to this question (17 out of 27) either agreed or strong
agreed in the case of trade groups. But officials were considerably less sure about how helpfu
political spending from other groups is; nearly all (23 out ofvi2gte either unsure or disagreed
Fo2dzi GKS o0SYySTAG 2F adzOK INRAzZLIAQ STFTF2NIA

A solid majority of survey respondents (tthtirds in each case) said that for trade groups they bot
monitor how their payments are used for political purposes as watbasmunicate with them about
the spending. Just one company, a leading pharmaceutical firm, said it did so with respect to i
types of groups, however, noting,

We do not have a company policy on monitoring and communications, but monitoring and
communicdions do occur between the leadership of our federal affairs DC office and the trade
association or other groups, as well as from the Senior Director of Statri@oent Affairs wih state
affiliated organizations or state branches of national organization

AtCampbell Soupli KS 02 Y LJ y &We §dvd db spicifiSpaliEiesdbut we do monitor their
FOGADBAGASE (GKNRAzZZK NBt SOOIyl O2YYAGHSSa 27
similar fashionAlcoaNJB LJ2 W&irdoRitordn an annudlasis the portion of our dues to trade
associations that are attributable to political lobbying and we post that information on our websi
2SS 02YYdzyAOF(GS 2dzNJ LIRaAAGA2Yy A 2Y A & a dBfigergses i
onestepfurthery 2 GAy 35 628 FdzZté RA&AOf2aS8S 2y t FTAI §
dzZa SR F2NJ LRt AGAOFf LlzNLI2 Bedd whicibesGBewr &l palitical giving
FNRY t!/ YR GNBFadaNEBI | f a2 nédekdf dmadverdeatindirgcg y A
ALISYRAYIDE

Air Products which gives only through its PAC, plans to step up its monitoring of trade associati
that use independent expenditures:

Starting in January 2011 or before Air Products plans to communicate wihsteess and Trade
Associations that are knawto report non deductible dues income to its members, that no Air
Products corporate treasury funds arelte used for political purposesto directly or indirectly
advocate the support or defeat of any candiddbr elected office. Dues payments for purposes o
lobbying will continue to be a permissible activity by the company.

hyS 2F GKS O2dzy i NBE Q& f I NBS a ( Traté dsdodiafionsSaad otter S
groups are directed to segregafiegnds such that our membership dues etc. are not used for politi
I OGADBAGASE DE I fSIFIRAY3 AyadzaNI yoS O2YLI ye
KSEt LI F ROIFYOS 2dNJ AYRAZAGNEUE Ay (SN a tsales to i
dzZa SR F2NJ LREtAGAOIET ALISYRAYyIDE

While noting that it keeps track of what its trade groups American Electric Powel | AAER is d

aware of how trade associations it contributes to are involved politically and recognizes that we
notawayd 6S Ay | ANBSYSyild 2y SOSNB A&aadsSoe 2S5 o
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j dzt NISNE 2F GKS {9t pnn 3IAAGS (2 O yRARIFIGSAZ | 002N
for Responsive Politics and thationallnstitute on Money in State Politic€ompanies spend to a

lesser extent on political parties (57 percent do so), and just half give to political committees organized

under Section 527 of the tax code. Ballot initiatives bring up the rear, being supported by just 44

percent of companies.

Twosectors stand out, for opposite reasons. Ultilities firms are the most likely to support candidates,
parties and committees and the second most likely sector to support ballot initiatives. In contrast,
Information Technology companies are the least likelgive money to candidates, parties and
committees, and also the second least likely to support ballot measures.

The differences in spending between the largest and smallest 100 companies in the index are least
dramatic for candidates and much morebstantial for other categories of recipients, particularly ballot
measures, where just 17 percent of the bottom revenue tier gives, compared to 78 percent in the S&P
100.

Indirect spending Only 14 percent of the S&P 500 index companies have statedgsotinitheir
relationships with trade associations and other politically adiiweexemptgroups; almost all of these
are in the top 200. Financials firms are notably les$ylilkehave trade group policies, whiGonsumer
Staples companies are the madigiely to havehem.

Even in the relatively uncommon cases where companies disclose policiesabexneémptgroups

(trade and other groups), they set widely varying reporting thresholds. Only three companies appear to
disclose all their relationships drspending, most set triggers of total contributicais$50,000 or

$25,000, and a few say they will only report on groups that receive from them at least $100,000. The
guestion of what constitutes appropriate and meaningful disclosure for trade groupggivérefore

appears to be far from settled, and masarrant further scrutiny In all, only 9 percent of the S&P 500
makes public what they contribug to tax-exemptgroupsof any stripe

While little is known about how much corporate money is going ihtodurrent election, news reports

suggest that some companies may be playing an important role. The changes in campaign finance law in

the wake ofCitizens Unitedhake itimpossible tarack how much companies are giving, howeasThe

New York Timesointed out in a midSeptember analysis of ad purchadeBemocrats concerned that

their opponents are using neprofit groups to inappropriately conceal donors filed a complaint with the

Internal Revenue Service on October 4, 2010, contending that AmeZicesroads Grassroots Policy

Strategies, an organization set up by Republican strategist Kar] Rawelating the terms of its nen

profit statush I aLkR1SavYly FT2N 4KS 3INRdzZJ a4l AR (K& 02y OSSN

Spending disdsure overall: Fully 83 percent of the index does meport on its political spending.
Almost allcompanies that reporare at the top end of the revenue scale; almost none on the bottom

BaAOKF St [d2sS aDohdt @ | f THe Bew YoriNTingSeptemBer 1312810,R%K y3 5A a LI NA (e = ¢
http://ww.nytimes.com/2010/09/14/us/politics/14money.html?_r=1&scp=16§=corporate campaign contributions&st=cse.
*aLw{ /2YLX Ayl CA USR PreslinferyiatianaDutcbed 5, 2M OB dzLJS £
http:/mww.upi.com/Top_News/US/2010/10/05/IR8omplaintfiled-againstRovegroup/UP157511286325674/.
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end report, even thougkhese smaller companies still spendiost categories Companieshat report

on the amounts they givgypically do so only for corporateeasurycontributions, although sometimes
they include PAC spending in their reports. Tigydly do not list on their websites any disclosures
related o lobbying expendituresvhich they must report to th&enate Office of Public Record3ne

third of the companies in the Health Care and Consumer Staples sectors report on their spending, but
only about 10 percent do among Financials, TelecommunicaBengces and Consumer Discretionary
companies.

RelationshipbetweenGovernance and Spending Patterns

One presumption of at least some campaign finance reformers and many investor activists concerned
with the subject is that more oversight and disclasof company spending will produce not just more
accountability to shareownersThe idea is that additional transpareraigo may apply at least some
brake on the eveincreasing amount of money funneled into political campaigHhsat may be

debatable; i could just as easily increase political spending. Nonetheless, that is the dominant belief
amongst those campaigning for transparenty.determine whether there is any evidence for this
presumption, we looked at the ways in which companies spend malmgside their governance and
disclosure practices.

Differences in Methods and Recipient
100

% using method or giving to recipien

PAC Treasury Candidates Parties Committees Ballot measures
(527s)

m S&P 500 mBoard Oversight Grou; = Spending Disclosure Grou

Source: Sustainable Investmeritsstitute (Si2)

Since larger companies have more to spend and are more likely to have oversight, it should come as no
surprise that we found they do spend in more categories than those that have no oversigheryn ev
category of spending we examined, the oversight companies were more likely to contribute. This
undercuts somewhat the presumption that mosenshinemaycurb expenditures. In fact, mostated
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oversight seems to have very little impaattallon where companies spend moneyut when
companies also disclose their spending, theysdightly less likely to support candidates and slightly less
likely to give from the treasury compared to the index as a whadethe table illustrates

Looking at the dta another way does suggest a clear relationship between disclosure, oversight and
transparency, however. Companies that report on their spending are three times more likely to have
board oversight than the overall index and considerably more likelystdate which officers make
spending decisions (83 percent versus 57 percent).

More research neededSi2 looked only at the different categories of spending, not the amounts
companies spend, the parties they support or election outcomes. Further resesatotompares

spending by unit of revenue, in all these categories, is needed to draw more definitive conclusions about
the impact of governance practices on contribution amounts. Such an analysis would take away the big
company bias in our sample andttez uncover the putative connections.
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Patterns of Governance, Spending and Disclosure

This section of the report presents the detailed results from our analysis of governance practices,
spending methods and recipients, and disclosutiee basis for the findings presented above. Research
results for the entire S&P 500 appear first, followmdresults for two subgroups of compariethose

with board oversight in place (113 companies) and thibsg disclose their political spending (93
companies).

Polidges

About fourfifths of S&P 500 firms have

disclosed political spending policjesith the Companles with Disclosed
largest companies more likely to make their Political Spending Policies

policies public.Onlynine firms in the top 100
do not have atatedpolicyt Allstate,
Amazon.com, Berkshire Haaway, Costco
Wholesale, GoogleMacy's, Sears Holdings,
Sunocoand Supervala while in the secod
tier of companiespnly 11 companies do not
disclose any poliay Consolidated Edison,
De\Mty, Jabil Circuit, KimberkClark, Loews,
National Oilwell Varco, Progress Energy,
Qwest Communications International, R. R.
Donnelley & Sons, Southwest Airlinesd
United States SteelPolicy disclosureates
drop further commensurate with revensgg
and 0n|y about two-thirds of the firms in the Source: Sustainable Investmeritstitute (Si2) ns
bottom two revenuetiers disclose a policy.

Campanies in the Consumer Stapkasd Materials sectorgere the most likelyto have astatedpolicy,
with sector policy disclosure approaching 90 percevitile those in the Financials and Energy sectors are
least likely todo sq with only around 70 percent of these types of companies making their policies public

The nature of these policies varies substantiditym limited O1 y2 ¢t SR3ISYSyia 2F | 02
participation in public policy formulation tetailedexplanations for how the firm comes up with its public
policy positionsdecisioamaking processes for ntributions, and detailed reports on all forms of giving
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Companies with Disclosed Political Spending Policie
by Revenue Tier

100%
80%
60%
40% m not disclosed
20% m disclosed
0% . . . .
1 2 3 4 5

Revenue Tier
Source: Sustainable Investmentsstitute (Si2) n =500
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Source: Sustainable Investmeritstitute (Si2) n =389

Prohibitions on ending

Forty companies out of the S&P S@@icateon their websiteghat they do not make any political
contributions. The nature and specificity of these prohibitionsiea significantly, and companies that
make such statemesido not necessaly abstain fromall political campaigrspending.

In geneal, the poliy prohibitions relate to the use of corporate treasury money, aadhotcoverthe
spending company politicalction committees makedisbursing the pooled contributions of company
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employees and other individuals in the restricted group that may support a'PAGt three of the40
companies note that their political spending is confined to ¢benpanyPACalthough just under half

(18) have PACs, whose spending is directed by PAC committees made up of senior corporate officials.
This means that some companies say they make no political donations on the on@ikaally

indicatingno support for candidatesr parties) and on the other, thegpecifywhich officials at the
company must approve political spendi(@ncompassing the PAftethod and non-candidaterecipients

of electoral spending One good example i$S Bancorpwhich says:

P of{ o . |y Og2nedtdrake cadifibhitions to candidates for political office, political parties or
committees, or political committees organized for the advancement of political candidates. Furthermore,
U.S. Bancorp does not make contributions to other political astmmganized under Section 527 of the
Internal Revenue Code or to special interest lobbying groups organized under Section 501(c)(4) of the
Internal Revenue Code, even when legally permissible.

The companwlso says, however, thatdmakes corporate conitoutions in connection with state and

local ballot initiatives and referenda on important policy issues that are likely to impact our business and

our stakeholderg The company has a PAC, and reports on its website abatg @htributions.

Types of Prohibited Spending
30
_g 25
§ 20
g 15
8 10
" H =
O T T T T
) ) X 2 > ) ]
.b&e é\e on . ‘\Q@ -\o& 5 o& Cv
b\ Q'b QQ (Q \§' Q/,b
S >’ & X &
(&) )i_\Q C 06\- \\0\'
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Source: Sustainable Investmeritsstitute (Si2) n =40

Most diten, companies say they do not contribute to candidates (27 firms) or parties (25 firms), and
nearly as many firms say their prohibition includeslirect or din-kindé support (22 companies).

Fewer thanlOalso say they specifically abstain from sugjy political committees and just a half
dozen simply say they do not maégolitical contributiong without indicating what they mean. For
nearly all, it is not clear if the policiésrbid spending on ballot measures; only an€B Richard Ellis

says it does not give money to groups organized to support or oppose such measures. Itis also not

107 companyspon®red political action committee, also known as a special segregated fund or SSF, must include the
ALR2YAaA2NRAYy3 O2YLIyeQa ylYS Ay AGa GAGES FyR YIFe 2yte az2tA0Ad
O2NLR N} A2y Qa &eaadddninitaié pedscahnelSapd$he thrilleZof both gragscordingtad { { C& Y R

b2y O2yySOGSR t!/azé¢ C9/ CIOG {KSSGZ al& wnny G KIGGLIYKKGGODT
MeusS.Bancorp 2 f AGA O£/ 2aftithNplixcarporatyy t 2t A O& ¢
ir.net/External.File?item=UGFyZW50SUQ9MzkzOXxDaGIsZEIEP SOxfFR5cGUIMw==&t=1.
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clear that companies consider support for Rprofit social welfare organizations is covered by their
prohibitions on political spending; just one companyS Bancorp mentions this type of recipient.

No Spending

Whatever they do or do not say abopitohibited forms ofpolitical contributions just100companies

did notappear togive any money to candidates, parties, political committees registered withrEC or

ballot measure in the last four election cycles (2003 to the present), according to the records aggregated
by the Center for Responsive Politics andtaionallnstitute on Money in State Politic§.he

relationship between revenue and spendisglirectly proportional; just two of the S&P 100 did not

make contributions IBM and Schlumbergeand only seven in the second tier abstaimeélicoa, Baker
HughesCarnival,ColgatePalmolive,Jabil CircuitOmnicom GroupSara Leeand TJX.The number of
non-spending companies increasstkadilyto nearly40in the bottom 100 companies of the index.
¢CFH{AYy3a +y dzydzadzZ- £ aidl yOS | 3 Ay &Sinegs@dltNBuinkds Wk & LISY R A
in 2006,0We don't believe a public company should tatereholders' money and support political
candidates or causes? It makes no corporate contributions and does not have a PAC, although Sinegal
and company chairman Jeffrey Brotman both contribute on their own

Companies with No Spending
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Source: Sustainable Investmeritstitute (Si2) n=101

Reasons for Giving

Not all companies provide information on why they give and how they pick candidates or issues to
support. But Si2 found that 130 companies did explain their political spending philosophies; half the
S&P 100 provide reasons, egaarter of the second revare tier, 16 percent of the third tier, and only

five percent of the bottom two tiers. A third or more of companies in the Consumer Staples, Health
Care, Energy and Utilities sectors provide justifications, but less than 20 percent of those in Information
Technology, Consumer Discretionary and Financials sectors explain their criteria for spending money.

ZwiAOKENR {@® 5dzyKEYS ! RNASYYS /| NI SNJ IBysiRes§ Weekpfil §72 20062at YSas a/ 2Y
http:/mww.businessweek.com/magazine/content/06_16/b3980051.htm.
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support forthe free market system. When they diss the reasons for their political involvement,

companies also usually say that government policy has such a profound impact on their businesses and
ability to operate that theynusttry(i 2 Ay ¥t dzSy O0S I 6YF {1 SNEQ RSOAaAiAz2ya |
particular circumstances. Most often, companies say they consider a candidgateeral support for

issues of concern to them and their industry, often without specifying precisely what they mean.

Around 30 companies provide very detailed explanations abmit views on current public policy

issues that affect them3M clearly stands out in providing one of the most transparent explanations on

how it strategically analyzes issues that will then form part of itpdidt action list, taking into account

anh 3adzSQa LRGSydaAlrt G2 FFFSOG GKS O2YLIl yeQa FTAYylLyO
impact might be, if the company ésiniquely advantages or disadvantagdiyy the subjects, and its

amportance based on instinct and/or histogyMicrosoft also has one of the most detailed policies

explaining its positions and justifications for them, which are posted on its website.

Giving asademocraic duty: A number of companies say they give as part of their citizenship
obligations, citingsupport for the democratic system of government in general and good civics,
emphasizing theiérights and responsibiliti€éso be engaged in politics:

Consumer Discretionary

Ford Motor a..participation in the democratic process is required if we artulfil our
responsibilities to our employees, suppliers and shareholéers.

Target a..engaging in civic activities is an important and necessary element in
operating a national retailing business.

Whirlpool oWhirlpool Corporation believes that actiparticipation and engagement in

the public policy arena is an important part of being a responsible corpora
OAGAT Sy @GAGlrt G2 GKS RSY2ONY GAO

success.
Consumer Staples
Altria Group GAltria Group and its operatingpmpanies believe that political participation
at all levels of government is vital to our business and to our demoéracy.
PepsiCo OWe believe that providing financial support to responsible-pusiness

(Eandidates i,s an important means by Whigh we helprove the bysiness 3
Of AYIIUSZ 2dzNJ ljdz-rt Ade 2F €AFTS | yR

Safeway ®S 0StASYPS AG Aa GKS /2YLIlyeQa ¥
participate in the political process.

Eneragy

Chevron oPublic policy decisions oftdrave significant implications for Chevron's

current operations and future direction. Accordingly, Chevron exercises it
fundamental right and responsibility to participate in the political progess.

Halliburton GThe Company believes strongly in the denatic political process and that
its Directors, Employees and agents should take an active interest in foste
principles of good government in the nations, states and communities in
which they liveg
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Financials
Bank of America

JP Morgan Chase

Morgan Stanley

Prudential Financial

Health Care
Johnson & Johnson

WellPoint

Industrials
Northrop Grumman
Republic Services

Information Technolay
Advanced Micro Device:

Materials
Monsanto

oBank of America mudte and is committed to participation in the political
process in a manner that is consistent with solid corporate governance
practices and in compliance with legal requirements. It is in this spirit that
encourage our associates to be active in our deratic society.£

aJPMorgan Chase believes that responsible corporate citizenship demant
strong commitment to a healthy and informed democracy through civic an
community involvement. Meaningful involvement requires JPMorgan Cha
to be an effective participant in the legislative and regulatory process and
support the electoral process by making prudent political contributions.

OEvery day, governments make policy decisions that affect Morgan Stanle
and its busineseperations. We, therefore, recognize our right and
responsibility to participate in the political process.

oPalitical contributions made by Prudential PACs serve the purpose of
providing a voice for Prudential employees so that thegy participate in the
American democratic process.

0At Johnson & Johnson, we believe that it is important to encourage the
development of sound public policy. With good policy, we can better serve
doctors, nurses angatients, our employees and our communities.

OElected officials make decisions that directly affect our ability to make qu
health care coverage affordable and to improve the health of the
communities we serve. Our active participation e tpolitical process is
essential to ensure that we have a voice in those decisgions.

oNorthrop Grumman Corporation, a leading provider of solutions that prot
our democracy, is also engaged in the democratic proceskett leaders and
participate in the political environment at the federal, state and local Iével.

OWe also believe that it is our responsibility as a good corporate citizen to
LI NOAOALI 4GS Ay ¢G4KS LIt AGAOFE LINE(

a..we believe corporate responsibility includes being an informed, active
participant in the development of public policies that affect our business a
our industry in the countries and communities in which we operate. Good
public policy begins with diverse stakeholders participating in open and
transparent proceedings to carefully examine issues and offer different
perspectives that promote effective solutiogs.

OWe believe that welinformed decisiormakers are the basis for good
governmentg

Telecommunications Services

Verizon Communication:

oPalitical contributions are one way we support the democratic electoral
process and participate in the policy dialogue.

oFree enterprisé and dpro-business reasons: Running neck and neck with support for democracy is
sentiment in favor of the free enterprise system andpao-business approach in generalOddly
enough, none of the Financials companig¢he most quintessential of capitaligtgive theseaeasons.
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Consumer Discretionary
Comcast gives to candidates in favor & freemarket, deregulated economy in geneeal

Whirlpool evaluates a candidatefpro-business philosoplfyas one of six characteristics
that determine support

Consumer Staples
Archer Daniels Midland supports those who share the compangso-growth vision¢

Dr. Pepper Snapple &r says support fopro-business candidates allows us to help improve the busin
Of AYd GSX

Energy

Chevron supports candidates, groups or ballot initiativie®mmitted to economic
development, free enterprise and good governmeént

ConocoPhillips considers candidates' views and recorddssues affecting the relationship of
odzaAySaa yR A20SNYyYSyidX

DevonEnergy supports parties and candidatésho support prebusiness and prenergy
issuest

Marathon Oil saysWe promote prebusiness public policies that encourage responsible
energy development and allow Marathon to build a sustainable busihess.

Health Care

Aetna considersaunderstanding of and support for the free enterprise system

Allerganand both say da fair, free market system provides the best atmosphere for contin

Johnson & Johnson innovationg

CIGNA supports candidates whabelieve inmarket based solutions

WellPoint promotesdprivate competition, choice and free markets in the delivery and
financing of health caré

Industrials

Cooper Industries encourages employees contributing to its Ri#dCsupport prebusiness

candidatest

Information Technology

Advanced Micro Devices sayssupport forcéfair and open competitiohA & 2y S 2 F  Keyp8blicO:
policy priorities

Cisco Systems saysglt is imperative that the markets in which we operate across the world |
free and openFuture global economic growth will be driven by the markets t
are allowed to operate freely in the economy, including the elimination of
regulatory policies that limit the use and expansion of IP technatogy.

Xerox Corp reports that itsPAC considesdOl Y RARF 6S5Qa 2@SNF f £
enterprise system and U.S. competitivenéss

Materials

International Paper gives totax-exemptgroups that supporthealthy, competitive national and
international business environmest

TelecommunicationsServices
AT&T supportsca strong private sectérand those with afree-enterprise philosophy

Verizon Communication: believes@We owe it to our shareowners, employees and customers to advoc
public policies that will enable us to compete fairly drekly in the
marketplaceg
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Picking candidatesA relative small number 40 companies set out very clear checklists of the factors

they consider before cutting checks to those involved in political campalgjrteencompanies stress

that they give on aon-partisan or bipartisan basis Nearly all those who g reasonsaythey consider

whether the candidate is in a district where the company has operations, but other papolands

include if the candidate sits on a legislative committee that hésdiction over a matter of concern to
LISNE2Y Q&
AYLER NIy

GKS O2YLl yesx
LR2aAGA2Y ®

0KS
[ 44

ALISOATAO @2GAy3 NBO2NR

g2

O2YLJ ye&

and/or the poential impact of a contribution on the race, judgment about electability, rank on a
committee, or the type of other endorsements a candidate has attained.

RSOAAAZ2Y A

if on committee with jurisdiction

voting record

party leadership position
need for/impact of support
electability

rank

other endorsers

company presence in distric

Reasons for Supporting Candidate

10

20

25 30 35 40

# of times cited

Support fordGrassroots Activity

A small number of companies explain how they try to mobéingployees to work for company goals in

the political arena, sometimes but not always via PAC contributions:

3M GThe Topgl0 list of Public Policy Issues serves as a roadmap for company activit

include lobbying, trade association work, executive imgnlent, political

contributions, grassroots communications and advocacy involving employees al

retirees, as well as meetings with federal and state government officials.

Altria Group

AWe actively advocate on public policy issues relevant toccoompanies by engaging
responsibly with government officials, retailers, wholesalers, suppliers, consume
employees, and many other stakeholders. As part of this engagement, we prov

our stakeholders with materials that describe our position on issuswith

suggestions for how to contact government officials. When appropriate, we ask
stakeholders to share their views with government officials on proposed legiskat

T2
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Bank of America X 6S Sy 02 dzNI} 3S 2dzNJ | aa2 OA I (b&ely ant providS

ConocoPhillips

Deere & Co.

Duke Energy

ITT

Marathon Oil

them opportunities to do so through the Bank of America Political Action Comm
program and other volunteer activities.

0Grassroots activities are designed to supplement lobbying efforts in influencing
officials to t&ke favorable action on legislation important to the company. Actions
typically include the development and distribution of information and mobilizatio
of stakeholders to contact officials. ConocoPhillips will participate in grassroots
activity on a caséy-case basis based on collaboration between appropriate
D2@SNYYSyd ! FFIANR YR o0dzaAySaa dzya
Issue advocacy may also include support of an initiative that would defeat anti
energy and/or antbusiness measures. Actions typically include devalant and
distribution/broadcasting of information either jointly or solely, and may include
signature gathering on initiative petitions which the company has expressly
supported. ConocoPhillips will be active in such issues, provided: there is a
compellingConocoPhillips business rationale; there is an agreement to participa
between the affected business units and Government Affairs personnel and
management; and where there is distribution/broadcasting of information,
significant ConocoPhillips and/or engy industry involvement, input and approval «
the message development and the tactics taken in the initiative pragess.

GThe Public Affairs Worldwide group offers employeeolvement programs,
including the John Deere Political Action Cotteei (JDPAC), a voluntary employet
political contributions program in the United States, and the John Deere
Government Action Information Network (JDGAIN). The latter program asks
employees to contact elected officials about pending legislation of inte¢ceitte
companyg

oFrom time to time, the company provides information on its political activities a
shares its viewpoint with employees, customers and the general péblic.

a..political activity must take place on employees' own tinmess they are
participating in a compangnanaged grassroots initiative involving issues of
importance to ITE.

0By communicating with elected officials and voting in elections, employees car
influence policymaking that affects Marathon, dadustry and the general climate
for business. We maintain employee awareness on key business issues to allo
employees to make informed decisions. In 2009, we created a public issues
advocacy program and developed an interactive website that makesiatoon
easily accessible to employees and other stakeholéers.
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Governance

Board Qersight

Just23 percentof S&P 500 companies explicitly acknowledge in their board committee charters or in
policies posted on their websites that the board, in some cépahas oversight responsibility for the
O2YLI yeQa &aALISYRAY3A Atyie nuigberivith hoarkd dversighty drababli sfightty ¢ KS
higher than this as a number of comparigsarticularly the very biggestas manyhave board level

committees tha oversee public affairsSi2considered that a board had oversighily when the
companysaidthe board received reports on political spending or if a particular committee charter
mentioned policy oversighdr review ofsuch spending. Fourteen more coames among the 508i2

examined haveublic affairdboard committees, and thesnay wellreviewpolitical expendituresOne

other cohort is likely to have at least some board oversidtitieast another 40 firms have board

committee charters that exprebginclude2 S NE A IKG 2F GKS O2YLJ,thé Qa O2R
place where a political spending policy is most commonly found. (These 54 companies therefore are
included in thedno oversight category in the accompanying chart$ these firms were included in the
ooversigh€ group, it would push the
proportion for the index overall up to ore

third). Companies with Board
Board oversight most common &the top: OverSight of
Board aersight of political spending has Political Spending

increasedsubstantially among the largest
companies in the last five yeara clear and
significant response to shareholder pressure
on the subject (See pp73-76for more on

the shareholder campaign and recent results
Going back just a few yearsgt Center for
Political Accountability found thamong the
120 big companies it surveyed in 2005, only
two required board approval of political
donations;it foundthis figure jumped to 34
out of the S&P 100 by 2007T.oday Si2found
that just over half (52 companies) among the
top 100 firms have boaroversight in place.
But this type of toplevel oversight of political expenditurasill remains largely confined to the bigste
companies.Just Bamong the next 100 companies of the index have board oversight, and the namber
drop precipitously aftethat, falling to only three firm@ the bottomrevenue tiet HCP, Massey Energy
andPlum Creek Timber

Source: Sustainable Investmeritstitute (Si2) n =500
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Companies with Board Oversight by Revenue T
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Source: Sustainable Investmertstitute (Si2) n=113

Sector variation: Board oversight also varies significantly by sector. Companies in the Health Care

sector are three times as likely (Bércent) to have board oversight as those with Consumer
Discretionary firms (12 percent). Bucking the trend for their sector, 10 Consumer Discretionary

companies have board oversight of some kirlBled Bath & Beyond, Comcast, Goodyear Tire & Rubber,
HomeDéJ2 10X aO52y |l f RQAX bSgStft wdzoan8WdiflpoblRGthed G I LI Saz

sectors least likely to have board oversight in place are Materials (only five in 30 companies) and
Financials (only 14 among 79).

{
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Types of oversightSi2 alsalug deepetto learnwhether boards recommend contributions, approve or
review them. Looking more closely at the type of board oversight among the 113 firms that have it
shows thatno companies indicate board members recommend contributionsstMften, companies
retrospectively review responsibilities in a specific committee (82 firms), while another 18 mention
board-level review without indicating whether a particular committee or the full board is responsible. A
handful of companies said that boards approve cimittions, either in a specific committee (12
companies) or in some other unspecified manner (10 companiés) some companies, the board both
approves and reviews spending, so the total adds to more than the number of companies that have
board-evel owersight.)

CocaColahas a wekldeveloped set of public policies; it explains how management feeds information to
the board:

Corporate political contributions are reviewed retroactively by the Public Issues and Diversity Review

Committee to ensure alignmentith Company policy and our overall values. In addition, the Public Issues

YR 5A@SNAAGE wWSOASE /2YYAGGSSE ft2y3 gAGK GKS [/ 2Y]
Council, periodically review Company policy regarding political contributiothglgo corresponding

Company practices.

Frequency of oversightOne key element emphasized by investor activists seeking greater

accountability from companies with respect to political spending concerns the frequency with which

boards examine their spling. It is one thing to specify that the board reviews political spending at

some point in some fashion, but these investors believe that meaningful board oversight only comes

when companies commit to at least annual reviews. We therefore examinesbstatiew frequency,

and found that 8 companiedndicated how often it occutsThirtysixcompanies said their boards

reviewed political spending but did not say how oftehust over hlf of those who mentioad reviewin

their public disclosuresaid itoccurred annually, andightcompanies indicated they have seannual

reviews of policy or spending. The latter group includes SNA OF' y 9 ELINB &&X /| YL St f
Pfizer, Tellabs, United Health Group, United Parcel SeraitgUS Bancorp.

Stated board review drops off significantly as companies get smaller, mirroring the trend line for overall
oversight and policy incidence. While half the companies in the top tier that discuss review frequency
indicate it occurs annually, only a dozenigit the issue every year among the second tier and just one
does so annually in the bottom tier.

Bat 2t A0e 2FtELKB2KVRIDYVEY I 2NLR2 NI GS t2f AGAOLFE /2y GNROdziA2Yy Az
colacompany.com/investors/governance/Corporate_Contribution_Policy.pdf.
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Source: Sustainable Investmeritstitute (Si2)

Revenue tier
n=98

m other/as needed

Managementinvolvement

Threefifths of the 500companies tell
investors which management officers are
responsible for political spendingButin line
with the rest of our findings, while 70 percent
of the top 100 companies do so, juistver

than 40 percent of thebottom revenue tier
provided information on officers Disclosure
also variel among sectors, witiompanies in
the Consumer Stapld83 percentand Health
Care(80 percentsectors most likely to
provide information Companies least likely
to disclose with officersmake decisions
about political spending are in the Financials
and Energy sectors, where such disclosure
occurs only aboutalfthe time.

Companies with Disclosed
Political Spending Officer

Source: Sustainable Investmeritstitute (Si2)

500
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Companies with Disclosed Political Spending Office
by Revenue Tier
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Types of officers:Si2also looked more closely at the nearly 300 companies that provide information on
the officials who make decisions on political spendimgamining whaompanies sayecommends,
approvesand reviews contributionsCompanies provid&more information on final approvers and are
less likely to describe who makes recommendations for contributions or reviews them.
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Companieshat identify officials mention involvement by internal legal counsel most often (148 firms,
about half the time), and attorneys usually approve suggestions made by others (more than 80 percent
of the mentions were for approvals). External legal counsel involvement in political spending decision

making remains rare, however; only 14 companiemntion the practicg5 percent of those who identify
officials). Senior management was a close seconddoiche on political spending decisions, with an
even larger proportion who make approvals (93 percent of these mentions). A little more than one

third of the companies identifying officials point to unspecified public affairs or government relations

officers, while they acknowledge CEOs as being in the picture just 20 percent of the time when officials

are identified in both cases nearly
always to make gprovals. Very few
mention a role for line management;
when it does come, it usually is for
recommendations.

Senior management
positions: When companies provide
the titles for involved senior
managers, they most often
mentioned specific government
relations positions, although they alsc
noted participation by compliance
officers, finance officials and specific
legal officers. Other types (20
percent of the senior managers
mentioned)were unspecified
executives or senior officers.

Types of Senior Management
Involved in Giving Decisions

Source: Sustainable Investmentsstitute (Si2)

131
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Hewlett-Packardprovides one of the most detailed explanations for how it forms its public policy
positions and who makes decisioaisout its political spending. The company gives a laundry list of
Ay @2t SR 2 BRyoDewhd sitston theHIP PACaboard ofadines, itsPolitical Contributions
Committee and a separate Political Contributions Advisory Cauticilso explains its process:

A committee of HP managers annually reviews eligible recipients of funds for bottPtiRAC
contributionsand corporate contributionsand develops an HP PAC contributions plan and a corporate
contributions plan. The HP PAC plan is presented td¢HRé°>AC Board of Directprghich reviews, revises
and approves the plan. Both the HP PAC plan and the corparatghutions plan are then presented to
the CEO for review and approval. Once approved by the CEO the plan is presented to the Audit
Committee of the HP Board.

Upon approval of the plans, the HP Palitical Contributions Committee, comprised of HP government
affairs managers, implements the plans by reviewing all specific political contributions requests and
events requiring corporate and HP PAC funding and makes recommendations to the Political
Contributions Advisory Council. Once the Political Contributhmhgsory Council approves the requests,
the funds are disbursetf.

Another company with a particularly transparent spending proceb®issanto. Its Good Government

Fund Advisory Panel (GGFAPKF ANBR o0& (KS 02 VYiddb ¢gveredandukigg SNI f O2 dzy
permitted state political contributions. The company makes availablexhaustivdisting2 ¥ G KS LI y St
policies and proceduresxplaining how decisions are made and monitoted.

Methodsof Giving

This section firgpresensinformation on themethodscompanies use to spend moreyia a PAC, the
treasury, or the subcategory of independent expenditures. Next, we look aypes of recipientsf
O2YLI yASaQ LRtAGAOI ¢ ] ]
how this varies with company size and Companles with PAC:
industry sector.Finally, v&é compare these
spending patterns to those of companies tha
have board oversight in placand to the
patterns at the smaller group of companies
that discloses spending.

Political Action Committees

The debate in corporatgovernance circles
and the social investing community largely
bypasses corporate political action committe
spending since this is nahvestormoney but
rather cashcontributed by executives and
others in the restricted class allowed to
contribute to a AC PAC spendirgsois

Sources: i8, Ctr for Responsive Politics (www.opensecrets.org) n =500

Balt ot 2f AGRNOZ A /2YIINBDIAE 0 KIGLYKkKSESDOKLIGO2 YK KLIAY T2k | 62 dzil K

!> Monsanto Good Government Fund Advisory Panel Operating Policies and Procedures, at
http://www.monsanto.com/Documents/goodjovernmentfund-operatingpolicies. pdf.


http://www.hp.com/hpinfo/abouthp/government/us/engagement/pac-candidates.html
http://www.hp.com/hpinfo/abouthp/government/us/engagement/pac-candidates.html
http://www.hp.com/hpinfo/abouthp/government/us/engagement/corporate.html
http://www.hp.com/hpinfo/abouthp/government/us/engagement/decisionmakers.html
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highly regulated under campaign finance law and disclosuregular reports to the Federal Election
Commissions routine. Bubmitting discussion of PAC monpynchesaholein thefull picture of

corporate influence on polital campaignsAs the discussion above on policies about political spending
shows, companies talk about both methods of spendimgn they discuss their support for political
campaigns and issugesven though they, too, oftetreat PAC spendingeparately Theofficials

responsible for making decisions about corporate contributionsvarg oftenthe same ones that
determine how PAC money is spewtdditional research on the relationship between treasury and PAC
spending, corporate decisiemakers andyovernment relations strategies is beyond the scope of this
report but clearly is integral to understanding the total impact corporations have on political campaigns
and government.

Given the investor accountability angle pursued by campaign finance referamd investor activists,
thisreport doesfocus primarily on the use of corporate fundButit is worth rotingthat two-thirds of
the S&P 500 heestablished corporate PACBigger companies are much more likely to have a PAC,
with more than 90 percat of S&P 100 firms having one in contrasteaer than 40 percent among the
bottom 100 companiesf the S&P 500Utilities sector companies are far and away the most likely to
have a PA@nlyEQTdoes not'® In contrast, less than half of tHaformation Technology firmbave a
PAC.

Companies with PACs by Revenue T
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®*The PA@ntensive nature of the Utilities sector may be explained by the federal ban until recently on any corporate
contributions by public utilities, leaving PACs as their only way to influence legislation. The Public Utility Holdinty @atmpa
of 193 (PUHCA), which included the ban, was repealed in February Z6@6started electricity deregulation and a scramble
that continues with considerable political jockeyimgon how these services are delivered and priced around the country.
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Companies with PACs by Sectt

Sources: Sustainable Investmemtstitute (Si2) and the Center for Responsive Politics (www.opensecrets.org)

100%
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -
0% -
& & ) & & ) N e Q
N & ,@*@ & R e,é\'b o‘?}% & & c}o
S N 2 & S N < <@ X N
&® A\ 3 ¢ N < «® &
s & 0(0 N 6{9 Q’\
\)Q Q‘o < -0
& ® g >
& N &
& & O
% oy N

Corporate Treasury

Investor activists want companies to disclose
how they spend corporate treasury money or
politicsnot onlybecause at least some of this
money is theirsbut also because of their
generallyheld belief thatpolitical spending
can pose risks to shareholder vaftieNow

that companies can spend unlimited sums
from their treasuries ommds that promote or
oppose specific candidates, right up to
election day because of the changes
prompted bythe Citizns Uniteduling, these
investors believe the case for full disclosure
all types of corporate spending is made even
more urgent, since the amounts of money
playcan befar larger and disclosure is less

Corporate Treasury Spendin:

unknown
20%

or parties
2%

Source: Sustainable Investmenisstitute (Si2),

certain. Political spending is not done
without reason, though, and the

n =340

500

opportunities presented to companies who help elect candidates sympathetic to their viewpoints clearly

" Bruce F. Fred and John C. Richardsdie Green Canary: Alerting Shareholders and Protecting Their InvestBenter for

Political Accountability, 2005. Available at http://mwww.politicalaccountability.net/index.php?ht=a/GetDocumentAction/i/920.



How Companies Influence Elections Sustainable Investments Institut&9

make many executives believe that the risks dissident shareholders ragbeba less significant than

activists suggest. Homuch might a change in tax policy benefit a company and its investors, for

instance? If a legislator comes to office with support from a friendly company, and then has some sense

2F 20t A3FdA2Yy (2 KSIN (KS 02 YLllejdlahien aftettie @lécfion, i & SE LJ
certainly campaign spending can be a good investment.

Publicly available campaign contributions records for state spending put together by the Institute on
Money in State Politicgo not always make clear if the spendingres froma companytreasury or a
PAC. While direct contributions to federal candidates and parties must come frontd*BeClegal

even in the posCitizens Unitethndscape, giving at the state level can come from both trdasand
PAG. In combinghrough corporate policieSi2tried to determine which methods companies usks
noted above, oe-fifth of the S&P 508ay theydo not make political contributionsat all, althoughthis
may or may not meaoorporate moneys spenton campaigns Anotherfifth do not indicate one way or
the other if theyspend from the treasurywhile just eight firmsaycorporate money does not go to
candidates or parties but may be spent in some other fashion in campaigasoncluded thatuflly 58
percent appear to eknowledge that corporate money is spent in political campaigns.

A breakdown by revenue tier shows the proportion of those with unknown political spending remains
relatively constant (16 to 24 companies in each tier), and reveals that the biggest cospamimost
likely to spend from the treasury (78 in the top revenue tier and just 43 in the bottom tier).
Disaggregating by sector shows three sectors stand out for treasury spen@e@lgcommunications
Services, Utilities and Consumer Staples. In eatttese sectors, more than 70 percent of the
companies spend from their treasuries, while such spending in the remaining sectors hetrezgsin 50
and 60 percent of eacroupQa O2y Al A G dzSy i a

Corporate Treasury Spending by Revenue T
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Independent Expenditures

Companies by and large have yetitknowledge hovCitizens Unitethias affected their spending
While Si2looked for mention of independent expenditures, which are now legal, we fepedific
references to this type of spending posted on the websitesnbf sevencompanies.Three sid they
generally do notise this methodut leave themselves some wiggle room:

1 ConocoPhillipsays its policyis to specifically not incur independent political expenditures. However, if a

compelling business purpose exists, an exception to this policyomgyanted with the consent of

Government Affairs, business unit personnel and Legal. Approval of the Public Policy Committee is also

requiredg

1 Gilead SciencesaysgRecently the U.S. Supreme Court ruled that independent corporate expenditures
on behalfof federal candidates are permissible. We do not expect to make significant amounts of such

expenditures in the near futuré.
1 Goldman Sachsays ittdoes not spend corporate funds directly on electioneering communicatons.

Four othersmakemore explicitpublicpledges

Citigroupr £Citigroup does not use corporate funds for independent expenditure politicat ads.

Ford Motort ¢éFord Motor Company does not make contributions to political candidates or political
organizations nor otherwise employ Compasgources for the purpose of helping elect candidates to
public office, even when permitted by law. Nor do we take positions for partisan political purgtisats
is, specifically for the purpose of advancing the interest of a political party or candatatablic office.

f
f

These policies remain unchanged, notwithstanding the U.S. Supreme Court's January 2010 decision that

loosened restrictions on corporate independent expendituges.
1 Kroger £€The Kroger Co. does not permit spending corporate funds to aerisements or finance
specific activities in favor or opposition to a particular candidate.
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1 Microsoftt €éBeginning July 1,
2010, Microsoft will not pay for Company Use of Independent
any independent expenditure or :
electioneering communication Expendltu res
as those terms are defined by under  YeS generally
applicable lavé (The company review-1%_ 1% not- 1%
notes this prohibition extends to
its member trade associations.)

Ly NBaLkRyasS G2 {A
companiesalsowrote to saythey do
not employ this method:

1 Discover Financial Services
¢We have not made
independentexpenditures in the
past and have no plans to do so

in the future¢ unclear/
f HarleyDavidsorrt éXA (i K 2 unknown
been the practice of Harley 87%

Davidson, Inc. to expend
corporate funds in political
campaigns. Furthermore, we SourcesSi2, Ctr for Political Accountability n =500
have no plans to do so, despite
the Supreme Coud recent decision in th€itizens Unitedaseg

1 Texas Instruments €Tl has not and does not intend to make independent expenditéires.

As noted above in the discussion of prohibited types of spending, 22 companies indicate that they forbid
indirect or inkind contributions, which may include independent expenditures. In contrast to those
prohibitions,Southernsays that while it does not give directly to candidates, it does allow corporate
money to be usedor independent expenditures:

In certain circumstaces, where permitted by law, Southern Company, but not its subsidiaries, shall be
permitted under this policy to use corporate funds to make contributions to 527 organizations that make
contributions to candidates or political parties on the state or Ideaél. Additionally, Southern Company,
but not its subsidiaries, is permitted under this policy to use corporate funds to make independent
expenditures, and to contribute to organizations making independent expenditures, at the federal, state
or local level as permitted by law.

CPA survey on policyAt the same time Si2 was conducting its research on companies, the Center for
Political Accountability wrote to the CEOs of the S&P, B00uly 2010Trying to pinpointhe use of
both direct and indirectridependent expenditure$CPA asked the following questions:

Does the company have a position on whether it will make independent political expenditures?

LA GKS O2YLIyeQa LRaAldA2y O02YYdzyAOFGSR Llzft A Of 8K

Does the company intend to use independent expenditures as a part of its political spending program?

Will the board of directors oversee independent political expenditures?

Does the company intend to monitor and review how trade associations and otkex&mpt groups to which it
O2y(iNROdziSa dzasS (KS O2YLI yeQa LI e&vySyida F2NJ AYRSLISyRSyl
Does the company intend to put any conditions on the use of its payments to trade associations and ethxentax
organizations limiting them to politicattvities that it expressly approves?

agprwNhE

o
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a. Will the company require trade associations or-eseempt groups to receive its express approval before
using its funds for independent expenditures?
b. Will the company require trade associations or-exempt organizabns to report within a given time
period any independent expenditures financed in whole or part by its payments?
7. Does the company intend to publicly report on its position, approaches and performance on the issue of independent
political expenditure irthe future? If so, where will this information be found?

Fifty-five companies responded to CPA, and 31 said they did not plan to engage in independent

expenditures But theytook a handsoff approach to trade association independent expendituiges

matter of some concern to the CPA-ourteen said they would monitor and review the use of their trade
association payments, but just seven said they intended to put any conditions on these payments; only

one said it would require company approval for tradeag$ation political expenditures, while two said

they require trade associations to disclose their independent expendituksghe Centeconcludedn
mid-September®A majority of the responders said that they do not plan to engage directly in any

independent expenditure activity. However, few companies committed to scrutinize their trade
Faa20AF0A2yaQ LREAGAOFE &aLISYRAY3I 2N A ¥lRwoe NBAGNRK
RSGIFIAT SR NBLRNI 2y (iKthe ofganizddi 25¢Beditien2¢18 dewsletief) | @ At | o €

¢KS | 002YLIl yeAy3d OKIF NI anfnospentéptipenditires AKX {AAH@QEZTFAY
showing that just 10 percent of the S&P 5082 firms do not currently use independent expenditures,

while another three (GaocoPhillips, Gilead Sciences and Goldman Sachs, as noted above) generally do

not. Fourcompanies Best Buy, Deere & Co., Exxon Machilda O5 2 y t tbIRtEeECPA their policies

on this subject are under reviewNews reports from Minnesota show that bollargetand 3M have

made independent expenditures, in addition{to? dzii Kegkidiviedgement noted hergSee p. 69

70for an examination of the controversy
Fo2d2i ¢FNBSGQa bPwmpn? Support for Candidates
Minnesota Forward, a 501@&}axexempt
group that supports MinnesotRepublican
gubernatorial candidate Tom Emmer.)

yes, PAC
only-5%

Recipients

This section describes the various recipients
of company political spending. Jfstver
thanthree-quarters of corporations spend
money to support individual candides,
nearly threefifths give to political parties,
half contribute to political committees (527s
and about 45 percent give to ballot initiative
In each category of spending, support drops
as revenue falls. Support for different types
of recipients vaessubstantially by sector. Source: Sustainable Investmeritstitute (Si2) n =500

18 Seehttp://www.politicalaccountability.net/index.php?ht=a/GetDocumentAction/i/3918
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Candidates

Individual candidates for public office are by far the most popular choice for company supgpstt.
onelj dzf NISNJ 2F {9t pnn O2YLIYAS&a R2 y20 ILILISIN 42 O;
slicer just 5 pecentt indicatesonly their PACs suppocandidates.

All but four companies in the S&P 100 give directly to candidates through some method, with support

dropping off regularly in the second and third tiers and substantially in the last two. PAC support is

mostly likely to come from the biggest companiés.the 2010 election cycle, for instanees of mid

September according to data from the Center for Responsive PoliticgsWalli Qa t ! / T2 NJ wSa L
Government had contributed $853,050 to 210 candidafier the U.S. Housef Representatives and

$180,000 to 31 U.S. Senate candidates.

Three sectors stand odior candidate giving All but one company in the Utilities sector gives to
candidates, compared with only twthirds of Consumer Discretionary ala$s than less than three

fifths of Information Technology companies. The other sectors give roughly 80 percent of the time to
candidates.

Support for Candidates by Revenue Tit

100%
90%
80%
70%
60%
50% u yes, PAC only
40%
30% myes
20% ®no
10%
O% T T T
1 2 3 4 5

Revenue tier
Source: Sustainable Investmeritsstitute (Si2), Aug. 2010 S&P 500 survey n =500
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Support for Candidates by Sectc
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Sources: i8, Ctr for Responsive Politics (www.opensecrets.org), Institute on Money in State Politics (www.followthemoney.orgB82 |n

Political Parties

Corporate suppornt either through PACat the national levebr from PACs andompanytreasuriesat
the state levet for political parties is considerably more lukewarm than it is for individual candidate
Overall, 40 percent of the S&P 500edmot give money to party organizationas all.

Consistent with all the other findings in this
study, the biggest companies are the most Support for Parties
likely to give and the smaller ones most likely yes, PAC

to withhold support, with a rather dramatic only- 3%
flip-flop: 90 percent support among the top
100 companies, andbout 20percentsupport
among the bottom 100 companies.

unknown
3%

Support broken downby sector shows
considerably more variance thavith
candidates. Ultilities are again the most likely
to give money to parties (85 percent do so),
followed by Consumer Staples companies (7
percent). On the bottom end of the scale,
Information Technology companies are muck

less likely than other sectors to give to
. X Sources: i8, Ctr for Responsive Politics (www.opensecrets.org), Institlte
partiest just 42 percent do so. on Money in State Politics (www.followthemoney.org) T

=|500
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100%

Support for Parties by Revenue Tie
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40%
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10%
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Sources:
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i8, Ctr for Responsive Palitics (www.opensecrets.org), Institute on Money in State Politics (www.followthemoney.orgb00
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Political Committees (527s)

About half the companies in the S&P 500 Support for Political
contribute monetary support to political Committees
committees. A few of theery largest
companies take pains to note that they only
give to partyaffiliated 527 organizations, such
Fd GKS wSLlzftAOFy 2N
Associations, as opposed to issspgecific
groups with this statusThe companies that
make this distinction includeampbell Soup,
Dell, FedEx, Hewlett-Packard, Lockheed Martin
and Microsoft. Asin the other categories of
recipients, the biggest companies are the
most likely to give. Sectavise, Utilities again
stand ou as most likely to give to political
committees, and Consumer Discretionary an
Information Technology companies are the | Sourcessi2, Cir for Responsive Politics (www.opensecrets.org) n = 500

least likely to giveBaxter International

explains that its contributions to social welfare organizations and political committeesiraply

canother avenue through which the Government Affairs and Public Policy (GAPP) team engages to

I R yOS GKS O2YLI yeQa AyeiSNBada yR (GKz2asS 2F Ada

only party
affiliated
1%

Support for Political Committees by Revenue Ti

100%
90%
80%
70%
60%
282//2 monly party
300 affiliated
0 myes
20%
10% = no
0 T T T T 1
1 2 3 4 5

Revenue tier
Sources: Si2 an@enter for Responsive Politics (www.opensecrets.org) n =500
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Support for Political Committees by Sectc
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Ballot Initiatives

Support for Ballot Initiatives

unknown
1%

Companies are less likely to spend money ot
ballot initiatives tharin any of the other
categories we examined. Most company
support for ballot measures is from the very
largest companies (just under 80 percémt
the S&P 10)) with the opposite being true for
the smallest 100 firms in the index where jus
over 80 percat do not lend their support.

The three sectors most likely to spend on
ballot measure are Consumer Staples, Utilitig
and Energy companies, while standouts for
least support are Information Technology an
Health Care firms.

Since there are no limits amhat companies
may spend on ballot initiatives, the amounts

SourcesSi2 and Institute for Money in State Politics
(www.followthemoney.org)

1 =500

can be substantialEnergy companies gave

$22.4 million to Californians for Energy Independence, a ballot measure committee that tried
unsuccessfulljn 2008to pass Proposition 1@vhich wouldhave authorized $5illion in bonds to
support alternative fuel vehicles and renewable energy rese&@blesapeake Energyas the second
largest contributor to this committee, giving $3 milliom another example, Energy companies
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mobilized against a ppwsed oil and gas severance tax increase in Colorado in 2@88gave to
Coloradans for a Stable Economy, a ballot measure committee that raised nearly $12anilibelped
defeat theproposal Contributors from the SR 500 contributors that each gave more than $1 million
were Anadarko Petroleum, Chevron, ConocoPhillips, Exxon Mobil, Noble Energy, Williamai@bs
Pioneer Natural Resources

Support for Ballot Initiatives by Revenue Tie
100%
90%
80%
70%
60%
50% myes
40%
30% unknown
20% Hno
o
O% T T T 1
1 2 3 4 5
Revenue tier
SourcesSi2 and Institute for Money in State Politics (www.followthemoney.org) n =500
Support for Ballot Initiatives by Sectol
70%
60% -
50% -
40% -
30% -
20% -
10% -
0% -
. 2\ © A
& <% & > W & & & & &
& & ¢ ¢ ¢ ¢ & & ¢
(QQ} @ ’80 & < ,c)é &Q/(’ \2&%
& & S S
o) 3
< « S @
(;O Q" 5\0
¥ o N
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Indirect Spending

Companies with Indirect
Giving Policies

Investor activists proposing shareholder
resolutions on political spending disclosure
emphasize their view that companies should
disclose not only their direct contributions to
candidates, parties, committees and ballot
initiatives but also indirect spendingAs this
study shows, th campaign hapusheda
growing number otompanies testate some
kind ofpolicies on political spending, and to
put in place more explicit sorts of oversight a
both the board and management lewel
increasing overall transparency for the
process of how and why companies
participate in the political area. Most
progress has been among the very largest Source: Sustainable Investmentstitute (Si2) n =500
companies, howevemno matter how the

results are slicedin addition, onsiderablyfewer companies are receptive to detailed disclosure about
their trade association relationshépand political spending by these groufsis réuctance to go one
d0SL) FdzNI KSNJ A& watideds ABuyaking actjon @b depdndét &pefditures by
trade associations, as noted above.

Overall,only 14 percent of SR 500 companies (d8ms) have a published policy on trade associations.
Most that do are in the upper revenue ranks: 30 in the top 100, 21 in the next rank and only half a
dozen in the bottom two tiers. Consumer Staples companies are far and awmpo#idikely to have a
trade association policy (orguarter do) but Financialsave particularly poor disclosureonly five out

of 79 firms say anything on the subject.

Indirect Giving Policies by Revenue Ti
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Source: Sustainable Investmeritstitute (Si2), Aug. 2010 S&P 500 survey n =500













































































































