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Dear Ms. Countryman,

On behalf of more than 500,000 members and supporters of Public Citizen, we are pleased to
provide the following comment regarding the proposed rule (the “Proposal”) titled, “The
Enhancement and Standardization of Climate-Related Disclosures for Investors.” This comment
is respectfully submitted in addition to the other comments Public Citizen submitted to the
docket on this proposed rule.

The SEC should add requirements for issuers to disclose their attempts to influence the policy-
making process on climate issues. Investor understanding of the information the SEC is already
requiring disclosure of in the Proposal could be significantly undermined if investors cannot
assess whether a company is engaging in political activity that runs counter to its climate
commitments. Any incongruency between a company’s stated climate commitments and its
political activity could present a significant risk to investors.

Current law does not provide investors with a full picture of a company’s political activity,
particularly money spent on indirect lobbying. Indirect lobbying refers to money spent to
influence policy that is spent through an intermediary like a trade association. While the federal
Lobbying Disclosure Act (LDA) requires federal lobbying information to be disclosed to the
Federal Election Commission, other types of lobbying are not required to be disclosed. These
include payments to trade associations and 501(c)4 social welfare organizations and money spent
on grassroots lobbying, which is defined as activation of the general public in support of or
opposition to a policy or piece of legislation. Additionally, state- level lobbying disclosure is
often absent or incomplete.! So, even if investors had a regular way to interface with the
information that is required to be made public, the picture is incomplete. Therefore, in order to
provide investors with the most useful climate- related risk information, complete corporate
climate- related lobbying information should be included in the proposed disclosure rulemaking
requirements.
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The history of shareholder proposals calling for disclosure of corporate lobbying activity
demonstrates the intense investor interest in this information. Shareholder proposals asking
companies to fully disclose their lobbying activity have been one of the most filed categories of
ESG- related proposals since 2013. As of late February, 36 lobbying activity proposals were filed
for the 2022 proxy season.? In addition to standard lobbying disclosure proposals, shareholder
proposals focused on the alignment between companies’ lobbying and their climate
commitments have increased significantly in 2022.3 Investors are not only filing proposals on
values congruency on climate issues, but they are voting to support these proposals as well.
According to the Proxy Preview Report, “last year, five of seven similar proposals that went to
votes earned support well above 50 percent.” # It is clear that investors want more information
about corporate lobbying related to climate issues, not less.

A company’s lobbying is relevant to its shareholders because it can present significant
reputational risk if not disclosed and managed properly. Many customers and the purchasing
public are paying close attention to whether a company’s lobbying lines up with its corporate
values. If there is a disconnect, companies can face bad press, boycotts, or targeted social media
campaigns. A recent survey found that 92 percent of Americans overwhelmingly agree that the
activities of our largest companies have an impact on society and that 86 percent of Americans
think companies should be transparent about their societal impacts.® The same survey found that
70 percent of Americans agree that companies have a responsibility to protect the democratic
process and that 81 percent think it’s important that companies disclose data about their political
spending and lobbying.® Many companies have acknowledged their customer and investor
interests in mitigating climate- related risks and have made corresponding commitments,
however, their stakeholders also increasingly recognize that in order for those commitments to be
meaningful, a company must demonstrate that its political influence does not conflict with those
commitments.

The current laws governing corporate lobbying activity do not require disclosure of all the
necessary information for investors to get a clear picture of a company’s political influence
efforts. Disney, for example, spends significantly at the state level and has recently been
embroiled in a scandal in Florida, facing backlash from both its customers and Governor
DeSantis. "® Disney faced a resolution from shareholders asking for more information about the
company’s lobbying because the scope of Disney’s lobbying activities is not clear and could
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present significant reputational risk- as it recently has in Florida.® Absent clear disclosure around
501(c)4 “dark money” groups, companies can risk additional scandal. For example, FirstEnergy
came under fire for funneling $60 million through nonprofit groups to support the Ohio Speaker
of the House, Larry Householder, allegedly in exchange for a bailout of its nuclear plants.° In
addition to the scandalous fallout, shareholders have brought a lawsuit against the company that
could end up costing $180 million.!! These examples demonstrate the gaps in our disclosure
regime and the risks they pose to investors.

Shareholders need a better understanding of their company’s lobbying activity, especially when
it comes to climate- related risk. Companies should disclose all money spent on lobbying
(including on grassroots and at the state level), their affiliations with trade associations and other
intermediaries, and a discussion of how management views the alignment between its stated
goals on climate and its lobbying activity. This information should be subject to reasonable
assurance just like the other climate- related risk information. While there is currently language
in the federal Appropriations bill that stops the SEC from requiring disclosure of political
contributions and dues paid to trade associations, that rider clearly does not block the disclosure
of the lobbying- related activities stated above. Without this information, shareholders will not
be able to fully assess their company’s climate- related risks.

If you have any questions or comments please don’t hesitate to contact Rachel Curley,

Democracy Advocate, at |

Sincerely,

Rachel Curley
Democracy Advocate

Public Citizen

cc: The Honorable Gary Gensler, Chair

The Honorable Allison Herren Lee, Commissioner
The Honorable Hester M. Peirce, Commissioner

The Honorable Caroline A. Crenshaw, Commissioner
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