The 2013 CPA-Zicklin Index of
Corporate Political Accountability

and Disclosure

How Leading Companiése Strengthening
Their Political Spending Policies

the Carol and Lawrence

Zicklin Center

for Business Ethics Research

UNIVERSITY 0f PENNSYLVANIA



ABOUT THE CENTER FOR POLITICAL ACCOUNTABILITY

The Center for Political Accountability (CPA) is aprofit, non-partisan organizatioworkingto bring
transparency and accountability to corporate political spending. It was formed to address the secrecy that
cloaks much of the political activity engabin by companies and the risks this poses to shareholder value.

Collaboratingvith more than 20 shareholder advocates, the CPA is the only group to directly engage
companies to improve disclosure and oversight of their political spending. This inchftieraey
contributions and payments to trade associations and otheseeampt organizations that are used for
political purposes.

The Center aims to encourage responsible corporate political activity, protect shareholders, and strengthen
the integrity ofthe political process. As a result of the efforts of the CPA and its partners, a growing number

of leading public companies, including more than half of the S&P 100, have adopted political disclosure and
oversight.

ABOUT THE ZICKLIN CENTER FOR BUSTHESS AT THE WHARTON SCHOOL OF THE
UNIVERSITY OF PENNSYLVANIA

The Carol and Lawrence Zicklin Center for Business Ethics Research was established in 1997. The mission of
the Center is to sponsor and disseminate leadkdge research on critical topics indiness ethics. It

provides students, educators, business leaders, and policy makers with research to meet the ethical,
governance, and compliance challenges that arise in complex business transactions. The Zicklin Center
supports research that examinesoe organizational incentives and disincentives that promote ethical

business practices, along with the filevel features, processes, and decisioaking associated with failures

of governance, compliance, and integrity.

Publishedseptember 24, 2013

NOTICES

Copyright © 2013 by the Center for Political Accountabili#ll rights reservedNo portion of this material
may be reproduced in any form or medium whatsoever without the express, written, prior permission of the
copyright holder.For informaton, please contact:

Bruce F. Freed
Center for Political Accountability
1233 20" St., NW Suite 205
Washington, DC 20036
(202) 4641570 Ext102 (voice)
(202) 4641575 (fax)
bffreed@politicalaccountability. nd&Mail)



Table of Contents

F ol [0 11T/ [=Te [ [ 1T £ USPPRTN 4
Companies in the TOP FIVE RANKINGS. ........uuuiiiiiiiiiiiiiim e 5
EXECULIVE SUMIMALY. ...ttt eea e e e e e e e e e e e e e e e e e e e e e as 6
T a1 g0 [0 Tox i o] o RO PP P PP PPPPPPPPPRTTN 8
A Decade oProtecting Shareholders, Corporations, and DeMOCLACY............ccccvvvrrvrerrrerieereeeenns. 8
Secret Political Dollars Rising to New Heights Atezens United...........ccccvveveevieiiieniiiiiiiiieeeeen, 8

A Heightened Need for Corporate Disclosurd &acountability............cccccvvvviiiiiiieeieiiieiieeeeeeeeeee, 9
DI Tod = 1 g1 (OO PP PP PTRPPRPTR PPN 10
Chapter 1. Comparison of Companies from 20t 2013 ... 11
Companies With MOSt IMProVEd SCOLES........cccccciiiiiiiiiiiiiriiiieeeree e e e eaaeae e e e e e e e e e e e e e ee s aaaa 11
Chapter 2 0Verall RESUILS..........oouiiiiiiii et e et e e e e e e e e e et e e serraaaaaes 12
Corporate Leaders in Disclosure and Accountalility.............cccvvviiieeiiiiiieiiieiiiiiiceeeeeeeeeeeeeeee, 12
Assessing Disclosure of Corporate POlGBIBENAING...........ccoooiiiiiiiiiiiiieeee e 13
Assessing Policies on Political Spending and ReStIICLONS...........ccuvviiiieeiiiiiieeecee e 15
Restrictions on Political SPeNdINg............cooiiiiiiiiiiiiiieiee e 16
Assessing Board Oversight of Political SPending........ccccccuiiiiiiiiiiiiiiiiieeeereeeeeee e 17
Comparison of Company PerformanCeIBCIOrS. .......uuuuiiiiiiiiiiiiiieiieee e 18

P o] o L= g o [Dte AN 1V 1= 11 4 To o [o] o]0 | 20 SURUPPPUPPPN 19
Safeguarding ODJETITY ...........ooiii e e s e e e e e e 19
SCOPE OF RESEAICKL....... e e e e e e e e e e e e e eas 19
ChangES 10 INAICATOLS......eeeiiiiiieii ettt e e e e e e e s e e e e e e s e abbereeeeeeaann 19
Changes to Data Interpretati@Md SCOMNG..........cooooiiiiiiiii e e e e 20
Upcoming Changes in Interpretation for 2014 INAEX........cccccuvviiiiiiiiiiiiiiieiieeeeeeeeee e eee e, 20
Assigning Numerical SCOres t0 RESPONISES.......uuuuuriruriiiriiiriireiirrrerrereeteeeaaaeaaaaeeaaeaaeaassassaasaaannn 20
(DI Tol = 1 1= (O PP PP PP PPPPPRO 21
APPENTIX BIGIOSSAIY.....iiiiiii ettt ettt et et et e e e e e e e e e e e e eme et et ettt e e e et e e ettt et e e e e s ana e 22
APPENAIX CSCOMNGKEY. ...ttt ettt et e me e e e e e e e e e eeeeeas 23
Appendix D:Qualitative Results for All COMPAaNI@S.........covi i 24
Appendix EScoredRanking of All COMPANIES........ccoveiiiiiiiiee e eee e 29



ACKNOWLEDGMENTS

The Center for Political Accountability thanks the Carol and Lawrence Zicklin Center for Business Ethics
wSaSINOK 6a%AO1ItAY [/ SYGiSNEOD 2F ¢KS 2KIFNI2y {OKz22f 2-
Center first announced in 2007 a collaboratéféort on corporate governance and corporate political

accountability. CPA esponsored withi KS 2 KI NI 2§ O] OK¢g2f @Y iSNJ I yR . I NUzOK /
BAOTEAY [/ SYGSNI F2NJ/ 2NLR2NFGS LyGSaNrGe Flasinyy ORy /S|
/Ity GKS %AO1tAYy [/ SYGSNE YR GKS !/ [! {OK22ft 2F [ ¢
[ KFEy3Ay3a t 2t AGAOFITLW2AAMeE@F MKISTI / 2MNERNKIGNR2YWe{ OK22f Q3
' YAOSNEAGRQE YB8HY [OKEZXOABRTF[ I 8224 OK22f | yR .k NHzOK / :
sponsored a roundtable on integrating the teaching of corporate political accountability into the cunicula

U.S. business schools.

CPA is grateful thawrence Zicklinwhosewise counsel and generosity made the €&eklin Index possible;
ProfessolWilliam S. Laufeof The Wharton School and director of its Zicklin Center who first proposed the
Index to CPA in July 2009; dPetter Kinder former president of KLD Research & Wties Inc., who helped
develop the original list of indicators used in compiling the Index and worked closely with CPA in testing and
finalizing the indicators.

CPA thanks its advisory committee, created to develop an objective system for scoring @@pani LJ2 f A OA S a
and practices on political disclosure and accountability. The committee reviewed the report before
publication.

Advisory committee members werdulie Fox GortePh.D., Senior Vice President for Sustainable Investing,

Pax World Management Corfeter Kinder former president of KLD Research & Analytics Lhayd Kurtz

Chief Investment Officer, senior portfolio manager, Nelson Capital Managekvdhigm S. Lafer, Professor

of Legal Studies and Business Ethics, Sociology, and Criminology, and Director, The Carol and Lawrence Zicklin
Center for Business Ethics Reseaddinn MacDonaldAssociate Professor of Criminology and Sociology and

Chair, Department of @ninology, University of PennsylvapéndBlaine Townsendpartner and senior

portfolio manager, Nelson Capital Management

CPA thanks thecompanies that responded directly to the Center when informed of their preliminary CPA
Zicklin Index 2013ksres These companies provided review armnments and asked questions for
clarification.

This report was written by Bruce Freed, CPA president; Karl Sandstrom, CPA couBseliar@bunsel with
Perkins Coie; Sol Kwon, CPA associate director; and Peten HaPd writer and editor. Ms. Kwon also
oversaw the data collection and analysis.

CPA thankkauren DeutschStephanie Herndondane KimandLydia Vollmanwho collected company data
for the Index andMark Harperg K2 KSf LISR A GK GKS NBLRNIQ&a RSaAidy



=

N

w

COMPANIES IN THE TOP FIVE RANKINGS

€9 MERCK

Be well

- Afiac.

QUALCONVW

[ How tomorrow moves ] =. M ic rOSOft

¥J GILEAD angble

Conocglshillips

JPMORGAN CHASE & CO.

(intel®

= Exelon. TimeWarner

W1 PG&E Corporation @



EXECUTIVE SUMMARY

A decade ago, th€enter for Political Accountability began engaging corporations to voluntarily provide

disclosure and oversight of political spending. Few, if any, companies disclosed their political spending then.

Today, by contrast, the third annual GRigklin Index oPolitical Accountability and Disclosuréssued on

the 10" YA GSNBE I NB 2T §dvs widkspieSI NiadmaticFchatmyé hat yorld not have been
imagined in 2003. Scores of publicly held companies have adopted new practices. This regfiewiag
shareholder demand for transparency as well as company recognition of sound business practices in a
political landscape transformed by new rules and by escalating spending.

9ELISNIA KIS 2dzRISR (KS wnanwmu St Sebtiprestghtiaficankpsignvf2 a i
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election$ may be the most costly in history. In 2014, the U.S. Senatema@ntucky could be the first
Senate election contest to top $100 millidn.

In this climate, the CRZicklin Index provides a comprehensive portrait of how the largest U.S. public
companieg; the top 200 companies in the S&P 500 Indexe navigating pdiical spendinglt looks at the
O 2 Y LJ- pohciBsiafd practices for disclosing, decisioaking and managinge risks associated wittheir
political spending

In 2013, a growing number of the largest U.S. publicly held companies have increasecitspatency and
accountability. At the same time, significanbm for improvement remains. Data from the 2013 Index reveal
the following findings:

1 Between 2012 and 2013, many leading American companies have expanded political spending
disclosure and accautability, reflecting a sustained national shifting toward more comprehensive
disclosurethat further establishespolitical disclosure as a mainstream corporate practice.

Ofthe 195 companies studied by the Index for the second year in & #&8percent mproved their
overall scores for political disclosure and accountabityerage score for the entire group grew
from 38.2 to 50.7.

Companies showing the greatest improvement wisi@ble Energy, boosting its overall score from
5.6 to 91.4on a scale ofero to 100 CSX Corporation, raising its overall score from 8216 and
Anadarko Petroleum Corporation, receiving a score of 80.0, up from 2.8.

1 The number of companies receiving tdjer ratings for political disclosure and accountability
increased damatically. New companies advancing into the top tier reflect a continuing change in
mainstream corporate attitude.

The number of companidn the top five ranking this year more than doubled, increasing from six
last year to B this year The companieare: Merck & Co., IncQualcomm IncorporatedJnited
Parcel Service, INAFLAC InaGSX Corporatioiicrosoft Corporation; Gilead Scienchigble

! Consider the Sourc&he Cater for Responsive Politics.céessedSept. 4 2013
<http://www.publicintegrity.org/politics/considersource>
t I NIAZ ¢FENAYA® dhdzia ARSI PaifcONB 6, 2002y Se fA1Ste (G2 Ff26
<http://www.politico.com/story/2013/01/outsidesecretmoneylikely-to-flow-in-2013-85422.html?hp=12>
SIAEEAT LS / KNRAA® aYSyldzO1 @Thé \Bashingtén PosAUQ.41, D23dzf R (G2 L) Pmnan
<http://articles.washingtonpost.com/201:88-11/politics/41299737_1_statalisonlundergangrimeselizabethwarren-
massachusettsace>
* Five companies in the top 200 of the S&P 5@measured by market capitalization at the end of 2@d&te excluded.
Philip Morris International does not have operations in the United States and was excluded fretadiién 2012 and
2013 Four other companies were excluded because they were acgbireshother companyMedco, El Paso, Progress
Energy ad Goodrich Corporation.
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Energy, Ing.ConocoPhillipEExelon CorporationtPMorgan Chase & Cdime Warner Inc\Vells
Fargo & ©@mpany Intel CorporationPG&E Corporatigmand Yum! Brands InfNewcomers
italicized.)

1 Increasing corporate acceptance of political disclosure and accountability spans industrial sectors.

The topranked corporate sectors for political disclosure and accountability in 2013 are
Pharmaceuticals; IT Servicasd Chemicals.

1 Almost 70 percent of companies in the top echelons of the S&P 500 are now disclosing political

spendingmade directly tocandidates, parties and committees

A total of 1@ out of the 195 companiesr(ore than53 percent) made disclosure of their direct

contributions to candidates, parties and committees, while 33 companies (17 percent) said it is their

policy not to m&e suchcontributions directlyNo 2012 data is directly comparable.

1 Almost one outof everytwo companies in the top echelons of the S&P 5B&@sopenedup about
paymentsmadeto trade associations.

Eightyfour of the 195 companies percent) made disclosure of their payments to trade

associations and the amounts used for political (and lobbying) purposes, while 14 (seven percent)

said they asked trade associations not to use their payments for political purppos12, the

overallfigure was 41 percent. That included 36 percent that made some disclosure, and five percent

that restricted their payments.

9 Corporations have increased their disclosure of payments to nonprofit 5Q#{cyroups.These
groups, F 1 Sy f I 0Sf SR d R h¢d they Rakehdependert gxpedrituied without
disclosing donorshave increased significantly in numband magnitude

In 2013, more thal5 percentof the companies disclosed their payments to or had a public

policy@F Ayald IAGAYI (2 (GKSAS 6az20Alt 6St Tl NBE

guarter did the same.

2 NH

¢tKAa @SINRaA ROFIyOSa Ay RA&AOf2adzaNB (G118 2y FRRSR AYl

leading academics to the U.S. Secusitnd Exchange Commission in 2011 for a rule to require disclosure of
corporate political spending to publmpany shareholdersThe petition, still pending before the SEC, was

0FaSR 2y O2NL1ERNIGA2yaQ ANRgAYy3I | OOSLIIFIYyOS 2F @2f dzy il

The 2013 CRAZicklin Index reflects steady and tangible progretsyever, i also reflects severe gaps that
shroud many corporate spenders in secrecy in an era of surging hidden political spending.

CPadza SR GKS DSYSNIt LYRdAAGNE /f1aaAFAOFGARZY {GF yRENR

consists 0fLO sectors, 24 industry groups, 68 industries and 154isdbstries. See
http://www.msci.com/products/indces/sector/gics/

® Petition for Rulemaking, the Securities and Exchange Commission, by The Committee on Disclosure of Corporate

Political Spending. Aug. 3, 2011. <http://www.sec.gov/rules/petitions/2011/pedB%.pdf>
7
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INTRODUCTION

The CP&icklin Index of Corporateolitical Disclosure and Accountability portrays comprehensively how
leading publicly held U.S. companies are addressing political spending insphigling era, marked by the
most expensive general election in American history in Z0li#e Index depist

1 The ways that companies manage and oversee political spending;
1 The specific spending restrictions that many companies have adopted; and
1 The policies and practices that leave room for the greatest improvement.

The Index gives investors atool to evaluatk SG KSNJ 6§ KSANI O2YLI yASaQ Lkt AOASa

or meaningful accountability. It helps companies assess whether they are following best practices for
disclosure and accountability, and the extent to which they are demonstrating a corentitmthese
principles.

The Indexs basedn a CPA review of practices and policies of the top 200 companies in the S&P 500. It
YSI adzNBa 2yteée | O2YLI yeQa LIt AOA Satddesinotiddke &ang Of & R
judgments abouta companQa LRt AGAOIf aLISYyRAYy3AI YR Al R2Sa y
companies have presented.

CPA published the first Index in 2011, examining companies in the S&Ph&®012 Index was expanded to
cover the top 20@ompaniesn the S&P 500The Centeiis updating the Index annually.

A DECADE OF PROTECTING SHAREHOLDERS, CORPORATIONS, AND DEMOCRACY

The Index measures corporate disclosure and accountability for political spending. Since the Center for
Political Accountability began operating a decade ago, it has helped advancesthes#o company

agendas. Today, more 100 leading American compduaies used the model proposed by the Center and its
shareholder partnersOf 217 companies engaged by CPA and its investor partners since 20Q3)ri38
percentg have adopted political disclosure and accountability policies.

/[t Qa Y2RSft tandial priRciples2 Almost & ge@uiy ago, Louis Brandeis, who would later
0S02YS | {dzZLINBYS / 2dzNIi 2dzaiA0STI gNRGSITI a{dzyft AIKi
Supreme Court recognized @itizens Unitednd elsewherthe importance of disclosure to both

shareholders and democracy.

SECRET POLITICAL DOLLARS RISING TO NEW HEIGBTBZHNERNITED

Secret political spending continued to surge in 20Ir2the first presidential election cycle since the
{ dzLINJB Y S CifizendAMdite@dingin 201Q overall political spending soared to $6.3 billf8mhat
compared to $4.1 billion in 2004 the year after the Center for Political Accountability opened its doors.

" Confessore, Nicholas, and Wili = 5 SNB 1 ® anunmu 9f SOGA2Yy 9y RS RheNéwivirk 5 St dz3 S

Times Dec. 7, 2012. <http://thecaucus.blogs.nytimes.com/2012/12/07/2@l&tion-endedwith-delugeof-donations
and-spending/>

8 Doe v. Reed is a 2010 United States Smer€ourt case holding that the disclosure of signatures on a referendum does
not violate the First Amendment to the United States Constitution.

Aao
2 0

QX

f

a{ SONBil¢ LREAGAOIE AaLISYRAY3I NBFSNE (2 TFdzyRa TilkNKE - NE/2YUA ToFST Al

under the I.R.S. tax code 501(c)(4) do not have to disclose their donors as long as 51 percent of their budgets aneamsed for
political purposes. Sgeage 10Box 2, for more information on 501(c)(4) organizations.
1%Historical Eletions ¢ The Money Behind the Elections. The Center for Responsive Politics. Accessed Aug. 26, 2013
1<lhttp://www.opensecrets.org/bigpicture/index.php>

Ibid.



Independent spending set a record2012 at more than $hillion,"”” compared to $198 million in 2004.
Almost a quarter of thawvasOf | 848 A FASR & GRIN] Y2ySeézé sKADOK OFyy2i

In Citizens Unitedthe Supreme Court made corporate accountability and transparency even more aksenti
F2NIAYy@PSaidz2NE GKFG sAaK G2 laasSaa GKS {AyRa 2F NRaj

The decision left in place a prohibition on corporations contributing directly to federal candidates and
political parties. At the same time, ilalvs companies to spend unlimited sums in their own names or
contribute to trade associations and other npnofit groups that engage in political spending. The corporate
political spending cannot be coordinated with a candidate or political party.

Citizers Unitedpermitted American corporations to decide for themselves how, and to what extent, they
would devote their treasury funds to influence elections at the federal level. It opened the door to unlimited
corporate spending on elections. It also spurtkd growth of super PACs and politically active nonprofit
groups; the former are required to disclose their donors, the latter are Fioé Committee for Economic
Development reported in 2011 th&itizens Unitetiad "enhanced the value of corporate aladbor

union donations, since these funds may now be used to finance advertising that advocates the election
or defeat of federal candidates," and this shift in turn "has led to greater demand for corporate and
labor union dollars from political groups andnprofit organizations engaged in political activity."

These anonymoudonor groups are called 501(c)(4)s for the section of federal tax law that permits them to
participate in political activity. They are multiplying in number. In 2012, more than §20@s sought the
special tax status, up from 1,735 in 20€rade associations, which can use corporate dollars for political
purposes, also are not required to disclose their donors or members.

As these conduits have expanded, big political donors bageme emboldened’ In addition, these and
other developments have generated more pressure on corporations to spend to influence eléttions.

A HEIGHTENED NEED FOR CORPORATE DISCLOSURE AND ACCOUNTABILITY

Surging hidden spending and the proliferation efret conduits for political money have made the Center
F2NIt 2f AGAOIL T 1 OO02dzyiloAfAdeQa OF YLI ATy F2NJ LIt AGAOI

In an article publishedyoThe Conference Board ReviEwCPA spotlighted the risks ofrapanies
G2dzi a2 dzNOAYy3IEé (2 &dzOK 2dzi&a8ARS 2NBIFYATFGA2YyA&Y

2 Outside Spending. The Center for Responsive Politics. Accessed Aug. 26, 2013
1<3http://www.opensecrets.org/outsidespending/index.php?type:Y&view:viewpt>

Ibid.
Y 26283 . ftFANE FYR [A21 3 LERttiohdnalysstodh@ fredéeral EldctlalSGoRmissian H A MH Y t
51 GF ®¢ 5TYzao | OOepyaswderhodaatdgipubliaaton/aleatiorepending2012postelection
%nalysisfederal-electioncommissiondata>

Ibid.
PwSAasT tFUINAOlI® 6/ 2dz2 R ! yISNI ! (i Th&NatiobahJourrfahlg. 81520835 Y2 ONJ G a !
<http://www.nationaljournal.com/congress/coulkngerat-the-irs-unite-democratsand-the-tea-party-20130821>
Y INISNE YAY® G126 b2yLINRPTFAGA { LISYR RrdPhblich Rug.24,2092<9f SOGA2Yy a
http://www.propublica.org/articke/how-nonprofits-spendmillions-on-electionsand-caltit-publicwelfare>
18 After Citizens United: Improving Accountability in Political FinaDeemittee for Economic Development. Sep. 26,
2011. < http://www.ced.org/pdf/AfterCitizensUnited.pdf>
YFreeRT . NHzOSS YR { |} yR&{ NETNeXonfetehtk Bpard BeljdMifts BB 2z4 ¢ SNNI Ay ®é
<http://www.conferenceboard.org/publications/publicationdetail.cfm?publicationid=2185>
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When a company contributes to one of these outside groups, it cedes control over the use of its funds
while remaining accountable to its customers, shareholders, and employees on how the money is
eventudly spent.

I O2YyGNROdzI2NRA 2¢y 3A2Fta YR AydiSyGdazya Oly o6S Sl a
accountability, the groups spend as they please. And if that spending generates scalhtizd

possible a company giving money can fiitdelf mired in controversy and, as a passive contributor,

unable to control the narrative.

Shareholders need to know how their money is used to influence elections so they can assess possible risks
and hold a company accountable. Corporations, by chammebntributions through conduits, can leave
shareholders unaware of political activity. And many companies are themselves unaware of how their

trade associations, or other teexempt groups to which they contribute, use their funds for political

purposes

One of the most vivid examples of such a political spending scandal was still unfolpliddiedtiontime,

FYR AdG o6l a dzyOf SI NI g6 KSGKSNJ AU g2dd R ' FFSOG Fye O2NL:
St TFINBE y2yLINRTAM YIANPdkLD yF dHYWYIO-SARA Y YR2B/M A2y (2 2 LILJR
AYAGALFGABS AY HAMHYET GKS [/ FEAF2NYALF CFEANIt2f AGAOFTE t1
Y2ySe fldzyRSNAYy3I¢E Ay &aidl GS KA & Ao2Ndwaslrepdrtedithatdegtddek SR |y
grand jury has been convenédThe California Supreme Court ordered the Arizona group to disclose the

sources of the funds.

The 2013 Corporate Political Disclosure and Accountability Index is made available by TfAVahdrton
{OK22fQa %AO1fAY /SYdiSNIF3FAyad (KAa o Ol RNRLI 2F 4&dz
companies and shareholders, and overall, a political spending landscape transfori@eéys United

increasing the need for transparency and accoubitity.

DISCLAIMER

Research for the 2013 Index was based primarily on qualitative information, measuring distinctive

OKF NI} OGSNAEGAOEAY LINPLISNIASEE YR FTGUONROdziSEa NBTE SOU!
Advisory Committee in ot to be as consistent, fair, and accurate as possible. While CPA does not intend to

make significant changes to the indicators or their interpretations in 2014, other than noted above, it

reserves the right to do so. In that case, companies will beealént advance.

XrG2yS8Ss t SGSN® G9EOf dzAaABSY /[ | A NP di¥eDailpDReas§iR17\20IBE t NP6 A Y 3
<http://www.thedailybeast.com/articles/2013/07/17/exclusivealiforniagrandjury-probingshadowymoney
groups.html>
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CHAPTER |. COMPARISON OF COMPANIES FROM 2012 TO 2013

Since 2012, many leading American companies have expanded the scope of their political spending disclosure
and accountabilitythereby creating more pressure on other companies to follow suit, and more incentives
for them to do so.

Ofthe 195 companies studied by the Index for the second

Graph 1: Percentage of Companies and year in a row, an overwhelmg majority of 12 companies
Areas of Improvement, 20122013 (78percent) improved their overall scores for political
78% disclosure and accountability. On average, these

66% companies improved their final scores by abo8tbints.
57%
43% When examined by specific criteria:
1 128 companies (66 percent) improved their scores for
. . . boardoversight of political spending;
1

Overall Board Disclosure  Policy 112 companies (57 percent) boosted their scores for
Score  Oversight the disclosure of spending; and
1 83 companies (42 percent) raised their scores for the
category of adopting or disclosing policy.

The 2013 Idexre-examinedcompaniesfrom the 2012 Index, which includdgte top 200 companies, as
measured by market capitalization at the end of 20ih the S&P 508"

COMPANIES WITH MOST IMPROVED SCORES
The following three companies received the most improsedres from 2012 to 2013:

Noble Energyoosted its overall score frojust 5.6to 91.4. It tied for the#3ranking overall for

disclosure and accountability. In about a y@dnple Energfas posted a detailed policy statement

on political spending, has disclosed its contributions to candidates, parties, and committees, as well

as independent expenditures and payments to trade associations and othexémpt

organizations, serannuallyh @S NE A IKG 2F LIREAGAOIt &aLiopdRakey 3 A &
Governance and Nominating Committekthe Board of Directors.

CSX Corporatidn @tal score soared from 8.3 182.9. It tied for the #2anking overall for disclosure
and accountabity. CSX now discloses its contributions to candidates, parties, and committees as
well as disclosing its independent expenditures and payments to trade association and other tax
exempt organizations, serannually. The compargescribes in detail itpolitical spending program,
includingthat its Public Affairs Committee of the Board of Directamsvides oversight?

Anadarko Petroleumi 2 N1J2 NJ ( A 2 ¥ Quénpe@idnS Ng-td 8D.0. Ar@datkdnow discloses
its contributions to candidates, parties, andmmittees annually. It provides a detailed description
of its political spending program, includititat its Nominating and Corporate Governance
Committee of the Board of Directopsovides oversight®

L SeeFootnote 4, Page 4.

#|n 2012, the New York Sta@pmmon Retirement System filed a shareholdmposal at CSX, asking the company to disclose

all of its electioarelated spending. The company agreed to make disclosure and the shareholder withdrew the proposal.

% The New York State Common Retirement System has filed a shareholder patpdsathrkoon this issuesince 2011. The

resolution received 38.1 percent shareholder support in 2011; 46.6 percent support in 2012; and 26.7 percent support in 2013.
11
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CHAPTER Il: OVERALL RESULTS

The Center for Pitical Accountability began engaging corporations on political spending, asking them to
voluntarily disclose and oversee political spending a decade ago in 2003. Few, if any, companies disclosed
their political spending then.

In 2013, the third annual CFAcklin Index reflects a continuing embrace by a growing number of leading
American companies of expanded political disclosure and accountability.

For all 195 companies, the average final score improved from 38 in 2@Arid?013. With continued
improvements in disclosure and accountability categories across the board, the number companies
occupying the top tier increased dramatically:

1 The number of companies receiving an overall score of 90 or higber thantripled, from four to 13.
1 The number of companies receiving an overall score of 80 or hidimast tripled from 12 to 3.
1 The number of companies receiving an overall score of 70 oehigbre thandoubled, from 31 to 6.

CORPORATE LEADERS IN DISCLOSURE ANNTRBIOTY

According to data from the 2013 IndeX§ dompanies place in the top five rankings (first through fifth) for
disclosure and accountability. Last year, only six companies placed in these rafk@ngempanies are

Table 1: Top Five Ranking Camies, 2013

Rank Company Score GICS IndustR/
1 Merck & Co., Inc. 94.3 Pharmaceuticals
1 Qualcomm Incorporated 94.3 Communications Equipment
1 United Parcel Service, Inc. 94.3 Air Freight & Logistics
2 AFLAC Inc. 92.9 Insurance
2 CSX Corporation 92.9 Road & Rail
2 Microsoft Corporation 92.9 Software
3 Gilead Sciences 91.4 Biotechnology
3 Noble Energy, Inc. 91.4 Oil, Gas & Consumable Fuels
4 ConocoPhillips 90.0 Oil, Gas & Consumable Fuels
4 Exelon Corporation 90.0 Electric Utilities
4 JPMorgarChase & Co. 90.0 Diversified Financial Services
4 Time Warner Inc. 90.0 Media
4 Wells Fargo & Company 90.0 Commercial Banks
5 Intel Corporation 88.6 Semiconductors & Semiconductor Equipment
5 PG&E Corporation 88.6 Multi-Utilities
5 Yum! Brands Inc. 88.6 Hotels, Restaurants & Leisure

A full list of companies and their scores is provided in Appengiade (29. The Center has divided the
195 companies into five tiers based on their scores.

' CPA used the General Industry Classification Standard (GICS), developed by MSCI and- SfaRdart @hi&EiND & =
consists of 10 sectors, 24 industry groups, 68 industries and 15&hdubtries. See
http://www.msci.com/products/indices/sector/gics/
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ASSESSING DISCLOSURE OF CORPORATE POLITICAL SPENDING

Whyis political disclosure so important? Disclosure of corporate political spending gives shareh:
the facts they need to judge whether corporate spending is in their best interest. It identifies pos
sources of risk. It also helps ensure that baarersidit is meaningful and effective.

The Supreme Court stronglyaarsed disclosure in its ruling on ti@itizens Unitedased 2 A 1 K G KS I RSy
the Internet, prompt disclosure of expenditures can provide shareholders and citizens with the information

YSSRSR (2 K2fR O2N1R2NIdA2ya IyR St SOGSR 2FFAOALFT & | ¢

LG | RRISREKBI{RSNE OFy RSUGUSNNAYS 6KSGKSNI GKSANI O2NLI2 NI
O2N1R2 NI GA2yQa AYydiSNBada A YE1AYy3 LINRPFAGAS YR OAGAI
soOl ff SR Y2y SBSR Ay(iSNBaia

In 2012, the first full ele@n cycle sinc€itizens Unitetvitnessed a flood of secret spending, often called

GRIFEN] Y2ySeodeé !y AYyONBFaAy3a ydzyoSNI 2F O2YLI yASa |G
sunlight by disdsing their political spending:

Graph 2: Level of Disclosure by Expenditure Type

Candidates, parties, committees

527 groups

Ballot measure committees

Trade association

Direct independent expenditures

501(c )(4) groups

= Yes or Partial = Don't give = Don't disclose

Direct Spendingtn 2013, a total of 1@ out of the 195 companiesr(ore than53 percent) disclosed
information about their contributions testate candidates, parties and committees. A total of 33 companies,
or 17 percent, said it is their policy not to make such contributiorectly. (No 2012 data is directly
comparable; see Appendix for explanation of changes.)

Contributions to 527 groupdn 2013,99 companies (& percent) disclosed information about their
contributions to entities organized as 527 groups under the Intereg€Rue Service codes, including

national governos associations andofitical action @mmittees including supePACsA total of 27

companies, or 14 percent, said it is their policy not to give to such organizations. (No 2012 data is directly
comparablesee Appendi? for explanation of changes.)

Independent expendituresin 2013, B companiesZ9 percent) disclosed information about their
independent expenditures. A total of 49 companies, or more than 25 percent, said it is their policy not to

% Citizens United v. Federal Election Commis&i68 U.S. 50 (2010), Page 55.
<http://www.supremecourt.gov/opinions/09pdf/0805.pdf
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make such expenditures. In 2012, just 18 percent disclosed information in this category, and 20 percent said
they hada policy against such spending.

Box 1.Best Practice Exampledisclosingpayments to trade associations:

Companies thahave demonstragd best practice examples provide clear language on what they are
disclosing and make timely reports. These companies disclose thdetuttible portions (used for political
or lobbying activities) of their payments, including dues and special assessritetrade associations in a
given year. Many companies use a threshold amount (e.g. $25,000 a year) to reduce the burden of repo
and focus on the politically active trade associations for transparency.

Microsoft Corporationcd 9 OK &SI NE aAONR&2F0 AyIljdzZANBa | yR
those associations where our dues and other expenditures total $25,000 or more, what portion of th
company's dues or payments were used for lobbying expenditures or politictrilsutions. This
AYTF2NNIEGA2Y A& Lzt AOfte& RA&AOE2aSR IyR dzLRIGS
http://www.microsoft.com/about/corporatecitizenship/erus/workingresponsibly/principleebusiness
practices/integritygovernance/politicakngagement/

Hewlett-Packard Companga | t Kl & NBIljdzSaiSR Ay F2N¥YIF A2y NB
expenditures from trade associations that received from HP total dues or payments of $15,000 or m
Based on the information we received, the following amount of HP dues or pagrteitade
F3320AFGA2ya 6SNB dzaASR F2NJ f200@Ay3 2NJ LRt AG
http://www.hp.com/hpinfo/abouthp/government/us/lobbying.html

Trade Associationdn 2013, & companies (8 percent) disclosed information about their payments todea
associations. A total of 14 companies, or seven percent, said they instruct trade associations not to use these
payments on electiomelated activities. In 2012, about 36 percent of the companies made disclosure and
almost five percent said they restiéal their payments.

G{20A1Lt 6StTINB¢ 2 MN2pLR5comabias (about@peddnty distldseil nBryhation

about their payments to politically active and taxempt social welfare organizations, called 501(c)(4) groups

for their classification under Internal Revenue Service codes, while 18 companies (more than nine percent)
saidtheir policy is not to give to these groups. In 2012, about 16 percent of the companies made disclosure
FYR FfyY2ad ¢ LISNOSyid alrAR (GKS& R2y Qi 3IA@S G2 adzOK

Ballot measuresin 2013, a total of 93 out of 195 companies p&cent) disclosed informaiih about

their payments to intervene in ballot measures, while 13 companies, or seven percent, said their policy
is not to engage in such activities. In 2012, about 36 percent of the companies made disclosure, and
FfyY2ad FAGS LISNDS yidhexpdnditikes.i KS& R2y Qi YI 1S &

Box 2.Distinguishing 501(c)(4) organizations that engage in political activities:

Internal Revenue Cod®ection501(c)(4)exemptscertain civic groups and ndbr-profit organizations whose
primary purpose is to promote social welfafrem federal income tax obligations. Even though such groups
KI S fgléa SEAAGSR Ay @I NEAY3I CrizNVbtEdade Ks8 to a defv @
wave of 501(c)(4) groups that actively engage in eleat@ated activities. Mangf them make independent
expenditures to advocate for a position in the elections, and some even raise secret funds for their sister
super PACs.

LY 2NRSNJ G2 RSGSNN¥AYS GKAOK pnmoO0O66NnO IANRBAzLIA G
and see if it engages in any political activities as defined by the Internal Revenue Service. Using current
regulatory definitions, including the IRS&efinition of political intervention, political spending comprises:

9 any direct or indirect contributins or expenditures on behalf of a candidate for public office or
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referenda,
1 any payments made to trade associations orésempt entities used for intervening in a political
campaign, and
1 anydirect or indirect political expenditure that must be reported to the Federal Election Commissior
Internal Revenue Service or state disclosure agency.
{SS /t!1Qa LRftAGAOFt &aLSYyRAY3I FdzZARIFIyOS R20dzySy i
http://www.politicalaccountability.net/index.php?ht=a/&DocumentAction/i/2862

ASSESSING POLICIES ON POLITICAL SPENDING AND RESTRICTIONS

Why is political spending policy so important? By setting out objective criteria for political spendini
company provides a context for decisimaking. An articulategbolicy provides a means for evaluating
benefits and risks of political spending; measuring whether such spending is consistent, and is ali
gAOGK | O2YLIlyeQa 20SNYrff 3I21fa yR OFfdsSaT
whether the pending achieves its goals.

The CP&icklin Index reflects a wide range of policies posted by top 200 companies in the S&P 500 on
political spending. Most of these companies are at least moving toward an articulated policy. Some of the
postedpolicies are comprehensive and robust. Some are incomplete and weak. Here is a summary of the
policies:

Policies Posted on Websitén 2013, more than half, or 82
Graph 3: Disclosure of Policy out of the 195 companies @ercent), provided a full
political spending poligywhile ax additional B companiesZ8
percent) gave brief policy statements that left room for
ambiguity. About 57 percent of the companies offered a

Detailed P;;ﬁl detailed policy in 2012, while about 32 percent offered brief
66% ones.
Parameters of givingln 2013, about 8 companies (46
percent) fully described to which political entities [i.e.,
6%, candidates, political parties, 527 groups, ballot measures,
one

trade associations, 501(c)(4) organizations, etc.] they would or
would not give money, while an additial 45 companies (23

percent) provided some information on giving. Last year, about 35 percent of the companies provided full
descriptions and 24 percent provided some.

Decisionmaking criteria Seventytwo (37 percent) provided detailed information ahe public policy
priorities that become the basis of political spending decisions in 2013, ¥¢hdempanies (2percent)
provided more vgue language on why they giveast year, about 31 percent offered detailed information
and 16 percent offeregartial information.
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RESTRICTIONS ON POLITICAL SPENDING

Data from the 2013 CPR2icklin Index reflect that many companies have placed restrictions on their political
spending. This represents a major change since 2004, when few imposeesuichions or had clear
policies to that effect:

No Political SpendingFive companies told CPA or indicated in public disclosure that they do not spend fror
their corporate treasuries to influence elections, and that they ask trade associations nge their payments
for political purposes:

Accenture Public Limited Company Praxair, Inc.
ColgatePalmolive Company The Goldman Sachs Group
IBM Corporation

PAC Spending Onlgeven companies have a policy that they will not engage in any political spending from
corporate funds and their only political expenditures will come from empldyeeed Political Action
Committees (PACS).

Accenture Public Limited Company Illinois TooMWorks
Air Products and Chemicals Praxair, Inc.
Aon Corporation The Goldman Sachs Group

BB&T Corporation

PAC Spending Primarilggxteencompanies said most of their political spending was made through an
employeefunded PAC

ADP, Inc. Morgan Stanley

Consolidated Edison PPL Corporation

Cummins, Inc. Stryker Corporation

Dell Inc. Texas Instruments Corporation
Eaton Corporation The Procter & Gamble Company
Fedk Corporation United Parcel Service, Inc.

Ford Motor Company Wells Fargo & Company

JPMorgan Chase & Co.
Lowe's Companies, Inc.

No PACNinecompanies do not have an employ&ended PAC and said that they spent little to no money on
political activities.

ColgatePalmolive Company The Estee Lauder Companies
Costco Wholesal€orporation The TJX Companies, Inc.

IBM Corporation Schlumberger N.V.
KimberlyClark Corporation Ventas, Inc.

National Oilwell Varco, Inc.
No SpendindsxceptTrade Associationgzive companiesxplicitly statedn their disclosures that they while
GKS®8 R2y Qi aLISYR RANBOGfE 2N AYRANBOGfe (2 AyTFtdsSyoO:!
to trade associations.

Air Products and Chemicals lllinois Tool Works
Aon Corporation National Oilwell ¥rco, Inc.
BB&T Corporation

16



Some Restrictions on Spendingixtysix companies (34 percent) placed some type of restriction on their
direct political spending, as reflected in the chart below:

Table 2: Summary of Restrictions on Political Spending

Number of Companies That Restrict

Type of Political Spending 2013 2012

Direct independent expenditures 49 40
Candidates, parties, and committees 33 -*
527 groups 27 -*
(501)(c)(4) groups 18 17
Trade associations 14 9
Ballot measures 13 10

*In 2012, these two indicators were measured as one and CPA does not have comparable data for each.

Box 3. Exampl@olicy language when no election spending, direct and indirect:

a/ 2 Y LJ yréhibitsusiag company funds to make political expenditures, iniclgdhose for

candidate, parties, committees, directly or indirectly. This prohibition includes directly sponsoring
advertisements to influence an election and giving through third parties, including those organized und
the 527 and 501(c)(4) sectionsibfK S Lw{ O2RSa® X

Company XX asks the trade associationswdiich it is a member thatthep h ¢ dzA&S G KS O2Y
payments for any electiorelated activities, including making independent expendituregiving toother
organizations that engage in elem-related activities. Company asks our trade associations to certify
SHSNE &SIFNJ GKIFIG GKAA NBAGNROGAZ2Y gL a F2ff26SR:

ASSESSING BOARD OVERSIGHT OF POLITICAL SPENDING

Why is board oversight so important? Board oversight of corporate pofifiegiding assures internal
accountability to shareholders and to other stakeholders. It is becoming a corporate governance
standard.

Data from the 2013 CPR2&icklin Index indicate that a majority of companies in the top echelons of the S&P
500have some level of board oversight of their political contributions and expenditures:

Board OversightMore than half, or 12@ompanies
out of 195 (& percent), said their boards of directors
regularly overseeorporatepolitical spending. About
57% 56% 56 perent said the same in 2012.

40%
Committee Reviews Policy:12 companies (57
percent) said that a board committee reviews company
policy on political spending. About 49 percent said the

same in 2012.

Graph 4: Board Oversight of Political
Activities
62%

Board Committee Committee Committee
regularly reviews policy reviews reviews trade
oversees expenditures association

payments
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Committee Reviews Expenditure$10 companies (56 percent) said that a board committee reviews
company political expenditures. About 45 percent said the same in 2012.

Committee Reviews Trade Association Paymems:.companies (40 percent) indicated that a board
committee reviews companyayments to trade groups. About 22 percent said the same in 2012.

COMPARISON OF PERFORMANCE BY SECTORS

When all companies in the 2013 Index were compared by industrial sector, tham&pd sectors for
political disclosure and accountability were Phacmaticals; IT Services; Chemicals; Health Care Providers
and Services; and Aerospace and Defense.

Table 3: Analysis of Political Disclosure Performance by Industry
Number of  Average

Industry”® companies  Score Best Performing Companies (Scor
Pharmaceuticals 6 81.0 Merck & Co., Ind94.3)
IT Services 6 71.9 Visa Inc(77.1)
Chemicals 7 63.1 Air Products and Chemicdlé7.1)
Ecolab(77.1)
Health Care Providers & Services 7 60.0 UnitedHealth Group In¢77.1)
WellPoint Inc(77.1)
Aerospace & Defense 8 56.8 The Boeing C¢84.3)
Food Products 6 52.4 General Millg85.7)
Health Care Equipment & Supplies 7 51.4 Baxter Internationa(85.7)
Oil, Gas & Consumable Fuels 14 46.3 Noble Energy91.4)
Insurance 11 45.3 AFLAC In¢92.9)
Electric Utilities 7 44.1 Exelon Corporation (90.0
Media 8 439 Time Warner Inc. (90.0
Food & Staples Retailing 5 41.4 Costco Wholesale Corporati¢80.0)
Capital Markets 8 35.0 State Street Corporatio(v8.6)
Real Estate Investment Trusts (REI 8 7.9 Ventas, Inc(35.7)

*46industrygroups were represented among the3.8ompanies in the Index, and only those with more than five companies
were included in the above analysis. Because it involved averaging of scores, CPA considered five to be the least sufficient
sample size for a meaningful analysis.

®cpadza SR GKS DSYSNIf LYyRdzAGNE /flFaaAafTaoldazy {4} yRFNR
consists ofLO sectors, 24 industry groups, 68 industries and 154isdbstries. See
http://www.msci.com/products/indices/sector/gics/
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APPENDIX:AMETHOOLOGY

In late 2003, the Center for Political Accountability launched an initiative to persuade companies to
adopt board oversight and disclosure of political spending. Today, theZ€Rlk Index provides a
scorecard. It measures how corporations havaraged their policies and practices over time; and it
portrays how companies are positioning themselves for the future.

SAFEGUARDING OBJECTIVITY

To develop an objective system for scoring companies, CPA established an advisory committee. (The
membersare8 G SR Ay a! Oly26f SRAYSY(Gadé v

To determine company scores, CPA conducted an objective review of information available from
company web sites. In some instances, the follgpwdiscussions with companies about their preliminary
scores also contributed to thizbjective review.

CPA has worked in its research process to maintain openness and transparency. In February 2013, CPA
sent letters to the top 200 companies in the S&P 500 informing them of the project, and provided a copy
of the indicators to be used intiag companies.

Ninety-three of the companies, 6t8 percent of the companies in the Index, replied with questions and
comments.All information included in this report reflects publicly available data, as reviewed by CPA
during its research period or #te time of this report.

SCOPE OF RESEARCH

{O2NAY3 Ay (KS LYRSE A& ol&aSR 2y LlzotArAdte I JLAfl o
by researchers under supervision of CPA staff.

For the purposes of this study, corporate political spendiag defined as expenditures from corporate
treasury funds, direct and indirect, used to sway votes on political candidates and ballot issues. See the
Glossary at the end of this report for further explanation.

The study reviewed corporate political spenglipractices of the top 200 companies, as measured by
market capitalization at the end of 2011, in the S&P 500. These are the leading publicly traded
companies in the United States.

Fivecompaniesn the top 200 of the S&P 5@@ere excluded. Philip Morrisiternational does not have
operations in the United States and was excluded fromstinely for this reason, as it was in 2012. Four
other companies were excluded because they were acquired: Medco, El Paso, Progress Energy and
Goodrich Corporation.

CHANGES TO INDICATORS

The 2013 Index relies on 24 indicators to gauge disclosure, policies, and compliance and oversight, one
fewer than in 2012. CPA made changes from the 2012 Index for clarification and to eliminate
redundancy, and it incorporated feedbackiin participating companies.

¢KS AYRAOFGU2NE RN} ¢ 2y SYSNHAYy3I 0Said LINFYOGAOSE AR
Corporate Political Activity, eauthored by CPA, and on the model code of conduct for political
spending developed by the Centerd@07. CPA also asked approximately 60 experts in the corporate,

NGO, acadern, andinstitutional investor communities to review the original indicators.
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These changes were made to arrive at the indicators used in 2013:

9 Indicator 1 from 2012 was divided @fecame indicators 1 and 2, separating the disclosure of
payments to candidates, parties, and committees (new Indicator 1) and the disclosure of
payments to 527 organizations (new Indicator 2).

9 Indicators 8 and 9 from 2012 were combined into Indicatort8 new indicator captures the
I NOKA@GAY3A 2F RAAOf24dz2NBE NBLR2NIA F2NJ 620K RANBO
company publicly disclose an archive of each political expenditure report, including all direct and
indirect contributions, for eacliear since the company began disclosing the information (or at
fSFrad F2NJGKS LI ad FALS &SIENmOKE

T ¢KS F2tt26Ay3 AYRAOIG2NI 61 & NBY2OSRY LYRAOLFG2N
website that outside auditors or independent experts provide pekidd NB @A S¢g 2F GKS O
LREtAGAOLE OGAGAGEKE /t! RSOARSRI $gAGK AyLdzi ¥

indicator lacked the clarity to be sufficiently meaningful.
CHANGES TO DATA INTERPRETATION AND SCORING

In continuing revisions to achiewensistency and fairness in company ratings, CPA has changed its
interpretation and scoring for several indicators.

9 Indicator 14, disclosure of criteria on which a company bases its political spending decisions:
Companies that did not list in any level of detail the public policy issues that are important to its
0dzaAySaa RAR y2i NBOSAQGS TFdzZ tké¢, Sa¢ ONBRAGO

T Indicator 22:Whereas this indicator measured timeliness as well as completeness of disclosure
in the 2012 Index, CPA simplified it in the 2013 Index to measure timeliness alone, as long as
companies made some disclosure of spending.

UPCOMING CHANGES IN INTERPRETRADO®RO014 INDEX

Inthe spirit of transparency anddvance notice, CPA has the following changes in how we plan to rate
companies in our next study.

91 Indicators 1, 2, 3, 4, 5 and¢lCompanies that report only a single, lurspm amount for the
disclosure indicators will not get any credit for the disclosure. In the past the companies were
AAGSY | at P NIAFfE ONBRAG Ay adzOK Ol ase ® ¢ KA A&
spending in each category, including amounts and recipients, and a single number for a category
or overall does not offer enough specificity to be deemed transparent.

1 Indicators 4 &%, Trade associations and 501(c)(4) disclosure: Companies thatoded in the
years 20112013 that no trade associations or (c)(4)s reported back to them thededlctible
LR NIA2ya GKSANI LI eyvySyida oAff 6S aaAdySR ab2é
past. This is because all companies gettingitfedthese indicators are making specific
information available, to varying degrees, and CPA strives to reward transparency in a fair and
balanced manner to all companies lmged in the Index. See pafdfor an example of best
practice trade associatn disclosure.

ASSIGNING NUMERICAL SCORES TO RESPONSES

¢ KS a{ O2 NR y ZBofth$ éeport Bsts the J0BB $dicators and the maximum points given for
each.
20



Numerical scores were assigned following a simple arithmetic system described below.

1 Aredl2yasS 2F ab2¢ G2 'y AYRAOFG2NI NBadzZ 6SR Ay
¢ ! NBaLlRyaS 2F a,S&a¢ 2N abz2d ! LILIX AOIo6fS oblové &
T ! NBalLkRyasS 2F at | NIAFLt¢ gl a IAGSY KFHEF 2F (KS

Indicators that are highlighted in the table include tos G K & | N O2yaARSNBR aiSe
AYRAOIFI G2NR¢ oOoYtLa0:X gKAOK I NB ao - &

DISCLAIMER

Research for the 2013 Index was based primarily on gualitative information, measuring distinctive
characteristics, properties, and attribiie NBFf SOGSR Ay Sl OK O2YLI yeéQa 6So
Scoring Advisory Committee in order to be as consistent, fair, and accurate as possible. While CPA does

not intend to make significant changes to the indicators or their interpretations in 20tdy than

noted above, it reserves the right to do so. In that case, companies will be alerted in advance.
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Appendix BGLOSSARY

Ballot measure committeeA group formed to support or oppose the qualification or passage of a ballot
initiative or refeendum.

Direct political spendingContributions to state legislative, judicial and local candidates; political parties
and political committees (including those supporting or opposing ballot initiatives); and contributions to
other political entities orgaized and operating under 26 U.S.C. Sec. 527 of the Internal Revenue Code,
such as the Democratic and Republican Governors AssociationsQdr of SR a { dzLJISNJ t | / & ¢

Direct spending can also include independent expenditures, which may not be coordinatemyit
candidate or political committee.

Electioneering communicationA radio or television broadcast that refers to a federal candidate in the
30 days preceding a primary or 60 days preceding a general election (2 U.S.C. § 434(f)(3)).

Independentexpenditure: A public communication that expressly advocates the election or defeat of a
candidate and is not coordinated with a candidate or political party.

Indirect political spendingPayments to trade associations and other-eeeempt organizations &sl for

political purposes. Under the federal tax code, civic leagues and social welfare organizations (501(c)(4)
organizations) and business leagues and trade associations (501(c)(6)organ|zat|ons) ‘may engage in

political campaign activity, solongastt@p A G A OF £ | O AGAGe R2Sa y2aG O2 YLN
activity.

Indirect political spending can include independent expenditures, when corporate payments to trade
associations or 501(c)(4)s are in turn spent to purchase ads supporting or opposingtes)did the
trade associations or 501(c)(4)s pass these corporate payments to other organizations.

A company may not be aware that a portion of its dues or other payments is used for political activity.

Palitical activity/political spending:Any direct @ indirect contributions or expenditures on behalf of or

in opposition to a candidate for public office or referenda; any payments made to trade associations or
tax-exempt entities used for influencing a political campaign; and any direct or indiredtablit
expenditure that must be reported to the Federal Election Commission, Internal Revenue Service, or
state disclosure agency.
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Appendix CSCORING KEY

A qualitative response of "Yes" or "Not Applicable" to an indicator is given the maximum score.
Aqualitative response of "Partial" is given half of the maximum score.
A gqualitative response of "No" is given a score of 0.

I

Disclosure

Policy

Oversight

Indicator - 0000
Does the company publicly disclose corporate contributions to political candigae&gs and committees, including
1| recipient names and amounts given? 4
Does the company publicly disclose payments to 527 groups, such as governors associations and super PACs, in
2 | recipient names and amounts given? 4
Does the companpublicly disclose independent political expenditures made in direct support of or opposition to a
3| campaign, including recipient names and amounts given? 4
Does the company publicly disclose payments to trade associations that the recipient orgamzayiaise for political
4| purposes? 6
Does the company publicly disclose payments to othereteempt organizations, such as 501(c)(4)s, that the recipient
5 | use for political purposes? 6
Does the company publicly disclose a list of the amountsracigients of payments made by trade associations or othg
6 | tax exempt organizations of which the company is either a member or donor? 2
Does the company publicly disclose payments made to influence the outcome of ballot measures, including recipi€
7 | names and amounts given? 4
5284 G(GKS O2YLlye LidzotArofte RA&Ot24S GKS O2YLIyeQa &s
gIFAY I f | dzZiK2NAUE 20SNJI UKS O2YLI yeéQa LR{AGAOIE &aLISYRA 2
Does the company publictlisclose an archive of each political expenditure report, including all direct and indirect
9 | contributions, for each year since the company began disclosing the information (or at least for the past five years) 4
10| Does the company disclosalatailed policy governing its political expenditures from corporate funds? 6
Does the company have a publicly available policy permitting political contributions only through voluntary employq Yes/
11| funded PAC contributions? No
Does the compankiiave a publicly available policy stating that all of its contributions will promote the interests of the
12| company and will be made without regard for the private political preferences of executives? 2
Does the company publicly describe the type$of i A 1 A Sa O2yaARSNBR (G2 065 LINE LIS
13| spending? 2
Does the company publicly describe its public policy positions that become the basis for its spending decisions wit
14| corporate funds? 2
Does the company havepablic p(,)Iicyvrequiring sen[or managers to oversee and have final authority over all of the
15|02 YLl yeQa LRtAGAOIf &aLISYRAY3K 2
5284 G(KS O2YLlye KIFSS | LldzmftAaAlofte F@rAftlofS LRfAOE
16| political activity?
175284 GKS O2YLIl ye KI@S | aLISOATASR pdi@ bnhbliticd) expeviditiiess S
5284 G(KS O2YLIlye KIFSS I ALISOATASR 02 expendiupedmadeivithS S
18| corporate funds? 2
5284 G(KS O2YLIye KIFZS I ALISOATASR o02FNR O2YYAGGSS
19| other taxexempt organizations that may be used for political purposes? 2
20| Does the company have a specified board committee that approves political expenditures from corporate funds? 2
Does the company have a specified board committee, composed entirely of outside directors, that oversees its pol
21| activity?
22| Does the company post on its website a detailed report of its political spending with corporate funds semiannuallyd 4
Does the company make available a dedicated political disclosure web page found through search or accessible w
23| three mouseclicks from homepage? 2
Does the company disclose an internal process for or an affirmative statement on ensuring compliance with its pol
24| spending policy? 2
TOTAL MAXIMUM RAW SCQ 70
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APPENDIX MUALITATIVE RESUETIR ALL COMPANIES

Slzlz|>|z|zlzl> > |zzla|z| z|z|z|z|>|z|z|z|z|z|z|z2|z2|2]>|2|2|2|Z|2|2|> |2~ |Z2|z2|2
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Appendix ESCORED RANKING OF ALL COMPANIES

Final

Score Raw
Company Name (100%)| 1 2 3 4 5 6 7 8 9 10 | 11 | 12 | 13 | 14 | 15| 16 | 17 | 18 | 19 | 20 | 21 | 22 | 23 | 24 | Total
Merck & Co., Inc. 943 | 4 4 4 6 6 0 4 2 4 6 N 2 2 2 2 2 2 2 2 0 2 4 2 2 66
Qualcomm Incorporated 943 | 4 4 4 6 6 0 4 2 4 6 N 2 2 2 2 2 2 2 2 0 2 4 2 2 66
United Parcel Service, Inc. 943 | 4 4 4 6 6 0 4 2 4 6 P 2 2 0 2 2 2 2 2 2 2 4 2 2 66
AFLAC Inc. 929 | 4 4 4 6 6 0 4 2 4 6 N 1 2 2 2 2 2 2 2 0 2 4 2 2 65
CSX Corporation 929 | 4 4 4 6 6 0 4 2 4 6 N 2 2 2 2 2 1 2 2 0 2 4 2 2 65
Microsoft Corporation 929 | 4 2 4 6 6 1 4 2 4 6 N 2 2 2 2 2 2 2 2 0 2 4 2 2 65
Gilead Sciences 914 | 4 4 2 6 6 0 4 2 4 6 N 2 2 2 2 2 2 2 2 0 2 4 2 2 64
Noble Energy, Inc. 914 | 4 4 4 6 6 0 4 2 4 6 N 2 2 1 2 2 2 2 2 1 2 4 2 0 64
ConocoPhillips 90.0| 4 4 4 3 6 0 4 2 4 6 N 2 2 1 2 2 2 2 1 2 2 4 2 2 63
Exelon Corporation 90.0| 4 4 4 6 3 0 4 2 4 6 N 2 2 2 2 2 2 2 2 0 2 4 2 2 63
JPMorgan Chase & Co. 90.0| 4 4 4 6 6 2 4 2 4 6 P 1 2 2 2 2 2 2 2 0 2 2 2 0 63
Time Warner Inc. 90.0| 4 4 4 6 6 0 4 2 4 6 N 1 2 0 2 2 2 2 2 0 2 4 2 2 63
Wells Fargo & Company 90.0 | 4 4 2 6 6 2 4 2 2 6 P 1 2 2 2 2 2 2 2 0 2 4 2 2 63
Intel Corporation 88.6| 4 4 4 6 6 0 4 2 2 6 N 2 2 2 2 2 2 2 2 0 2 2 2 2 62
PG&E Corporation 886 | 4 4 4 6 6 0 4 1 4 6 N 2 2 1 2 2 2 2 1 1 2 4 2 0 62
Yum! Brands Inc. 88.6| 4 4 4 6 6 0 4 2 4 6 N 2 2 2 2 2 2 2 2 0 2 2 2 0 62
Norfolk Southern Corporation 871 | 4 4 4 6 6 0 4 2 4 6 N 2 2 0 2 2 1 2 2 0 2 4 2 0 61
Baxter International 85.7| 4 4 4 6 6 0 4 1 4 6 N 2 2 2 1 2 2 2 2 0 2 2 2 0 60
FreeportMcMoran Copper &
Gold Inc. 85.7| 4 4 4 6 6 0 4 1 4 6 N 2 2 2 1 2 2 2 2 0 2 2 2 0 60
General Mills 85.7| 4 4 4 3 6 0 4 2 4 6 N 2 2 2 2 2 2 2 2 1 2 2 2 0 60
lllinois Tool Works 84.3| 4 4 4 3 6 0 4 2 2 6 Y 2 2 2 2 2 0 2 0 2 2 4 2 2 59
Pfizer Inc. 84.3| 4 4 4 3 0 0 4 2 4 6 N 2 2 2 2 2 2 2 2 2 2 4 2 2 59
Reynolds American, Inc. 84.3| 4 4 0 6 6 0 4 2 4 6 N 2 2 2 2 2 1 2 2 0 2 2 2 2 59
The Boeing Co. 84.3| 4 4 4 6 6 2 4 2 4 6 N 1 2 2 2 2 0 0 2 0 0 4 2 0 59
BristolMyers Squibb Company 829 | 4 4 4 6 0 0 4 1 4 6 N 2 2 2 1 2 2 2 2 0 2 4 2 2 58
Capital One Financial Corporatioy, 82.9| 4 4 4 6 6 0 4 2 4 6 N 2 2 2 2 2 0 0 0 0 0 4 2 2 58
U.S. Bancorp 829 | 4 4 0 6 6 0 4 2 4 6 N 1 2 1 2 2 2 2 2 0 2 4 2 0 58
Altria Group, Inc. 814 | 4 4 4 5 5 0 4 2 4 6 N 2 2 2 2 2 2 2 2 0 2 2 2 1 57
Texas Instruments Corporation 814 | 4 4 4 8 0 0 4 2 4 6 P 2 2 2 2 2 2 2 2 0 2 4 2 2 57
United Technologies Corporationf 81.4| 4 2 4 6 6 0 4 2 2 6 N 2 2 1 2 2 2 2 2 0 2 2 2 0 57
Anadarko Petroleum Corporatiof 80.0 | 4 4 4 0 6 0 4 2 4 6 N 2 2 2 2 2 2 2 2 0 2 2 2 0 56
BB&T Corporation 80.0| 4 4 4 0 6 0 4 2 2 6 Y 2 2 2 2 2 2 2 0 2 2 2 2 2 56
Biogen Idec, Inc. 80.0| 2 4 4 3 6 0 2 2 4 6 N 1 2 2 2 2 2 2 2 2 2 2 2 0 56
Costco Wholesale Corporation 80.0| 4 4 4 6 0 2 0 1 4 6 NA| 2 2 2 2 2 1 2 2 2 2 2 2 2 56

" This list excludes five neyiving companies (those that do not make direct and indirect political expenditures and place a restriction on tradei@ssagiatents): Accenture, IBM, Colgate
Palmolie, Goldman Sachs, and Praxair.
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Final

Score Raw
Company Name (100%)| 1 2 3 4 5 6 7 8 9 10 | 11 | 12 | 13 | 14| 15| 16 | 17 | 18 | 19 | 20 | 21 | 22 | 23 | 24 | Total
Becton, Dickinson and Compan 786 | 4 4 4 6 6 2 4 2 4 3 N 0 0 2 2 2 2 2 1 0 2 2 1 0 55
Eli Lilly and Company 786 | 4 4 4 3 0 0 4 2 2 6 N 2 2 2 2 2 2 2 2 0 2 4 2 2 55
General Electric Company 786 | 4 4 4 3 0 0 4 2 2 6 N 2 2 2 2 2 2 2 2 0 2 4 2 2 55
Lockheed Martin Corporation 786 | 4 4 4 3 0 0 4 2 4 6 N 2 2 2 2 2 2 2 2 0 2 2 2 2 55
State Street Corporation 786 | 4 4 0 6 6 2 4 2 4 6 N 1 2 0 2 2 0 0 2 0 0 4 2 2 55
The TIX Companies, Inc. 786 | 4 4 4 0 6 0 4 2 2 6 | NA| 2 2 2 2 2 2 1 1 1 2 2 2 2 55
Air Products and Chemicals 771 | 4 4 4 0 6 0 4 2 4 6 Y 2 2 2 2 2 2 2 0 2 2 0 2 0 54
Cummins, Inc. 77.1| 4 4 4 6 6 0 4 1 4 6 P 1 2 1 1 1 0 1 0 1 1 2 2 2 54
Dell Inc. 77.1| 4 4 4 6 6 0 4 2 2 6 P 2 2 2 2 2 0 2 0 0 0 2 2 0 54
Dominion Resources 77.1| 4 4 4 6 3 0 0 2 4 6 N 2 2 1 2 2 2 2 2 0 2 2 2 0 54
Ecolab Inc. 771 | 4 4 4 0 6 0 4 2 4 6 N 1 1 2 2 2 2 2 0 0 2 4 2 0 54
Johnson & Johnson 771 | 4 4 4 3 0 0 4 1 4 6 N 2 2 2 2 2 2 2 2 0 2 4 2 0 54
Prudential Financial, Inc. 771 | 4 2 2 6 6 0 4 2 4 6 N 1 2 0 2 2 1 2 1 1 2 2 2 0 54
Target Corporation 771 | 2 2 0 6 6 2 2 1 4 6 N 2 2 2 2 2 1 2 2 0 2 4 2 0 54
UnitedHealth Group
Incorporated 771| 4 4 0 3 0 0 4 2 4 6 N 2 1 2 2 2 2 2 2 2 2 4 2 2 54
Visa Inc. 77.1| 4 4 4 0 0 0 4 2 4 6 N 2 2 2 2 2 2 2 2 2 2 2 2 2 54
Wellpoint, Inc. 77.1| 4 4 0 6 0 0 4 2 4 6 N 2 2 2 2 2 2 2 2 0 2 2 2 2 54
Aetna, Iné&® 75.7| 4 4 4 6 0 0 0 2 4 6 N 2 1 2 2 2 2 2 2 0 2 2 2 2 53
EMC Corporation 75.7| 0 4 0 6 6 0 0 2 4 6 N 2 2 2 2 2 2 2 2 0 2 4 2 1 53
Kellogg Company 743 | 4 2 4 3 3 0 2 2 4 6 N 2 1 1 2 2 2 2 2 0 2 2 2 2 52
Mastercard Inc. 743 | 4 4 2 3 0 0 4 2 4 6 N 2 2 1 2 2 2 2 1 0 2 4 2 1 52
Monsanto Company 743 | 4 4 4 3 0 0 4 2 4 6 N 1 2 1 2 2 1 2 0 0 2 4 2 2 52
The Walt Disney Company 743 | 4 4 4 3 3 0 4 2 4 6 N 1 2 2 2 2 1 2 0 0 2 2 2 0 52
Abbott Laboratories 729 | 4 4 4 5 0 0 4 2 4 6 N 2 2 2 2 2 2 0 2 0 2 2 2 0 51
Aon Corporation 729 | 4 4 4 0 6 0 4 2 2 6 Y 2 2 2 2 2 1 2 0 2 2 0 2 0 51
Humana Inc. 729 | 4 4 4 6 0 0 4 1 4 6 N 2 2 2 2 2 0 0 0 0 0 4 2 2 51
The Williams Companies, Inc. 729 | 4 4 0 6 6 0 2 1 0 6 N 2 2 1 2 2 2 2 2 0 2 2 2 1 51
Pepsico, Inc. 714 | 4 4 0 6 0 0 4 2 4 6 N 2 2 2 2 2 2 2 0 0 2 2 2 0 50
Starbucks Corporation 714 | 4 4 0 5 6 0 4 2 2 6 N 1 2 1 2 2 1 2 0 0 2 2 2 2 50
The Dow Chemical Company 714 | 4 4 0 6 6 0 4 2 0 6 N 1 2 2 2 2 1 2 0 0 2 2 2 0 50
National Oilwell Varco, Inc. 700 | 4 4 4 0 6 0 4 2 2 6 | NA| 2 2 2 2 2 1 2 0 0 2 0 2 0 49
Allergan, Inc. 68.6| 4 4 4 3 0 0 4 1 2 6 N 1 2 2 1 2 2 2 0 0 2 4 2 0 48

%8 |n June 2012, Aetna inadvertently disclosed in its filings to the National Association of Insurance Commissionersetid.@avillion in donations to the U.S. Chamber of Commerce and $3
million to the American Actiob SG g2 NJ] = | LRfAGAOLITtte& | OGABS pamoO06Nn 0 3INER dzZLI® I S(NOIS RdeGIOT 221yS RA VAAIGBA LT 28
report for 2011; the company continues to not disclose its payments to 501(c)(4) gpoups{ 2 YS ONR (A O&a 27F ! Syl y20SR (KIF{d GKS LIKNIasS a:
I Ra ® {SS /bbazySe IINIAOtST ah2LlAH ! Syl RA&AOt 2483 LIBBALAOGb{ 'RAWVIG ARNENGED 30d86 { LIRKASTRA @I
December 20, 2012.

30



Final

Score Raw
Conpany Name (100%)| 1 2 3 4 5 6 7 8 9 10 | 11 | 12 | 13 | 14| 15| 16 | 17 | 18 | 19 | 20 | 21 | 22 | 23 | 24 | Total
Amgen Inc. 68.6 | 4 4 4 0 0 0 4 1 2 6 N 1 2 2 2 2 2 2 0 0 2 4 2 2 48
Broadcom Corp. 68.6 | 4 4 4 3 0 0 0 2 4 6 N 1 2 2 2 2 2 2 2 0 2 2 2 0 48
CVS Caremark Corporation 67.1| 4 2 4 6 0 0 4 2 4 6 N 2 2 2 2 1 0 0 0 0 0 2 2 2 47
Hewlett-Packard Company 67.1| 4 4 0 6 0 0 4 2 0 6 N 1 2 2 2 2 2 2 0 2 2 2 2 0 47
The Procter & Gamble Compan 67.1| 4 4 4 3 0 0 2 2 4 6 P 1 2 2 2 2 1 1 1 0 2 2 2 0 a7
The Travelers Companies, Inc. 67.1| 4 4 4 3 0 0 0 2 2 6 N 1 2 2 2 2 2 2 2 1 2 2 2 0 a7
AT&T, Inc. 65.7| 4 4 0 0 0 0 4 2 2 6 N 2 1 2 2 2 1 2 2 2 2 4 2 0 46
Deere & Company 65.7 | 4 4 4 6 6 0 4 2 0 6 N 2 2 0 2 0 0 0 0 0 0 2 2 0 46
Lowe's Companies, Inc. 65.7 | 4 4 4 0 6 0 2 2 2 6 P 2 2 1 2 2 2 2 0 0 2 0 1 0 46
McDonald's Corporation 65.7 | 4 4 4 0 0 0 4 2 2 6 N 1 2 0 2 2 2 2 0 1 2 2 2 2 46
Metlife, Inc. 65.7| 4 4 4 6 3 0 4 0 0 6 N 1 2 0 2 2 1 1 1 0 1 2 2 0 46
Ebay Inc. 643 | 4 4 0 6 0 0 4 2 2 6 N 1 0 2 2 2 1 2 1 0 2 2 2 0 45
H.J. Heinz Company 643 | 2 2 0 6 6 0 0 2 4 6 N 1 1 1 2 2 1 2 1 0 2 2 2 0 45
Northrop Grumman Corporation 643 | 4 4 4 6 0 0 0 2 0 6 N 0 2 0 2 2 2 2 1 0 2 2 2 2 45
The Cocdola Company 643 | 4 4 0 3 0 0 0 2 2 6 N 2 2 2 2 2 2 2 2 0 2 4 2 0 45
Verizon Communications, Inc 643 | 4 4 4 0 0 0 4 2 0 6 N 2 1 2 2 2 2 2 0 0 2 4 2 0 45
3M Company 629 | 4 4 0 6 0 0 4 2 0 6 N 0 1 2 2 2 2 2 1 0 2 2 2 0 44
KimberlyClark Corporation 629 | 4 4 4 3 6 0 2 2 0 6 | NA| 1 2 2 2 2 0 2 0 2 0 0 0 0 44
Citigroup 614 | 4 4 4 0 0 0 2 2 2 6 N 1 1 1 2 2 2 2 2 0 2 2 2 0 43
Medtronic, Inc. 614 | 4 4 0 6 6 0 0 2 4 6 N 1 1 1 2 0 0 0 0 0 0 4 2 0 43
Occidental Petroleum
Corporation 614 | 4 4 0 3 6 0 4 1 4 6 N 0 2 1 2 2 0 0 0 0 0 2 2 0 43
American Electric Power
Company, Inc. 58.6| 4 4 0 6 8 0 0 2 0 6 N 1 2 1 2 1 1 1 1 0 2 2 2 0 41
American Express Company 58.6| 4 4 2 3 3 0 0 1 2 6 N 1 1 1 1 2 1 2 1 0 2 2 2 0 41
The Southern Company 58.6 | 4 4 4 5 5 0 4 2 0 6 N 1 2 0 2 2 0 0 0 0 0 2 2 0 41
ADP, Inc. 571 | 4 0 4 6 0 2 0 1 2 6 P 1 1 1 1 2 2 2 0 0 2 2 1 0 40
Chevron Corporation 571 | 4 4 0 3 0 0 4 1 0 6 N 1 1 1 2 2 2 2 1 0 2 2 2 0 40
Honeywell International 571 | 2 0 4 0 0 0 4 2 2 6 N 1 2 2 2 2 2 2 1 0 2 2 2 0 40
Apple, Inc. 55.7| 4 4 2 3 0 0 4 2 2 6 N 1 1 2 2 2 0 0 0 0 0 2 2 0 39
Danaher Corporation 55.7| 4 4 4 0 0 0 4 2 4 6 N 1 2 1 2 1 0 0 0 0 0 2 2 0 39
Mondelez International (Kraft
Foods Inc.) 55.7| 2 2 4 3 0 0 2 0 4 6 0 2 1 0 2 2 2 1 0 2 2 2 0 39
Eaton Corporation 543 | 4 0 2 3 0 0 2 2 0 6 1 2 0 2 2 2 2 2 0 2 2 2 0 38
The Bank of New York Mellon
Corporation 543 | 4 4 4 0 0 0 0 2 4 3 N 1 0 2 2 2 1 2 1 0 2 2 2 0 38
American International Group 529 | 4 4 4 0 3 0 4 2 0 3 N 1 0 0 2 2 2 2 2 0 2 0 0 0 37
Express Scripts 529 | 4 4 0 0 0 0 4 2 2 6 N 0 1 2 2 1 1 2 0 0 2 2 2 0 37
Halliburton Company 529 | 4 2 2 6 0 0 4 2 0 6 N 1 1 1 2 2 0 0 0 0 0 2 2 0 37
Twenty-Fist Century Foxnc.
(formerly News Corporation) 529 | 4 4 4 0 0 0 4 2 2 6 N 2 2 1 2 0 0 0 0 0 0 2 2 0 37
Google Inc. 514 | 4 0 0 3 3 0 4 2 2 6 N 2 2 2 2 0 0 0 0 0 0 2 2 0 36
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