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I wish to comment on the SASB proposal for deleting the political spending category The following refers 
to the proposal to delete the category from the Chemical Industry but the comments I wish to make and 
the enclosures I will send make the case in general that the issue of political spending and lobbying are 
issues with significant impact on companies in many industries and should not be dismissed as minor 
expenditures that are insignificant to companies. The impact is much broader than the funds spent by 
an individual company . I write this comment having worked on the issue of disclosure of lobbying and 
political spending disclosures for over a decade in my capacity as Director of ESG Shareowner 
Engagement for Walden asset Management .  
In this capacity, and working with scores of other investors from state and city pension funds to religious 
investors and ESG investment firms , we have engaged with literally hundreds of companies seeking 
broader transparency of the company's spending in this arena . Fortunately over 250 companies have 
already made meaningful improvements in disclosure and are listed in the Center for Political 
Accountability ( CPA) website. These companies have affirmed the importance of disclosure of their 
political expenditures aimed at influencing elections understanding that even a political expenditure of 
$10,000 can have significant impact on a company's reputation and relationships with investors and 
stakeholders.  
Similarly other companies also have expanded their disclosure of lobbying activities and expenditures 
both directly and through trade associations they are members of and fund.  
Both companies and investors can point to numerous stories in the media about contradictions between 
a company's own position and values and what trade associations do in political spending and lobbying .  
To cite one example CVS with drew membership in the U.S. Chamber of Commerce which promoted 
tobacco friendly policies overseas while CVS took a strong anti-tobacco stand. Other companies 
withdrew Chamber membership because of the climate change issue.  
And well over 100 companies withdrew their membership in ALEC which works on state legislation 
which contradicted company policies on numerous issues including climate.  
In short by their actions , companies across the spectrum have underlined the importance of these 
issues to them and their businesses.  
Below we have reproduced the arguments raised for the chemical industry proposing deleting this topic 
" based on lack of evidence that ....it has the potential to significantly affect corporate value. ". Further 
the proposal argues at length that there is lack of evidence of " systemic relevance" and does not 
provide a " clear link between political spending and financial impact.". The proposal goes on to 
vigorously argue against the inclusion of such disclosure making a series of strong and dismissive 
assertions against such disclosure. We do not see any attempt at balance by citing the reasons 



companies do such disclosure and investors have requested it , Every one of the hundreds of resolutions 
filed on this topic make a strong business case for disclosure citing its relevance to the company's 
business and reputation. The SASB critique argues that since companies do not reference this issue in 
their 10K forms that it proves its lack of relevance . But there are numerous issues that do not become 
part of a 10K legal document but a company may put considerable management and board time into 
managing the issue whether it be climate change or diversity.  
And it is important to note that virtually every company we have engaged has described the 
involvement of the Board in adopting policy and overseeing political spending and lobbying, a signal in 
itself that this is not an issue of minor importance left to management.  
I would suggest that there are volumes of information on the significance of political spending/lobbying 
to companies and their bottom line. I fear the SASB review may not have delved into those materials or 
sought out the opinions of investors with hundreds of billions of dollars of AUM who have filed these 
resolutions seeking disclosure . it is a disservice to the SASB process to ignore these voices and the 
considerable documentation on the other side and simply present one side of the case, in this respect to 
delete this topic from the SASB standards.  
To augment the points made in this comment I will forward legal briefs to the SEC responding to these 
very same arguments that some companies are making in No Action letters. I hope you will find these 
letters provide an important balance to the SASB analysis on the inclusion of political spending/lobbying 
disclosure . Thanks for the opportunity to comment.  
 
 
 
******************************************************************  
EXCERPT FROM SASB PROPOSAL TO DELETE THE TOPIC FOR THE CHEMICAL INDUSTRY  
Proposed Update #7-8 – Industry: Chemicals; Topic Name:  
Political Spending  
2017 Technical Agenda Item #7-8 Description  
SASB is considering deleting this topic based on a lack of evidence that performance on this topic has 
the potential to  
significantly affect corporate value.  
Description of Change – Remove Topic  
SASB proposes to remove the Political Spending topic and the accompanying metrics17 based on a lack 
of evidence  
that the topic has the potential to significantly affect corporate value.  
Adherence to Principles for Topic Selection  
The provisional Chemicals industry standard contains a topic, Political Spending, which includes two 
quantitative  
metrics related to the amount companies spend on political campaigns, lobbying, and/or contributions 
to tax-exempt  
groups, including trade associations, as well as the five largest political, lobbying, or tax-exempt group 
expenditures.  
The metrics were intended to act as a proxy for a company’s influence on political and regulatory policy. 
The proposal  
to remove the topic and the corresponding metrics is based on lack of evidence of systematic relevance 



of the topic  
across the chemicals industry, as well as stakeholder input. The speculative and inconclusive nature of 
the link  
between political spending and financial impact within the industry does not meet the relevance, 
decision-usefulness,  
and materiality requirements of SASB’s Conceptual Framework. The removal of the topic will improve 
the cost-  
effectiveness of the standard.  
Supporting Analysis  
The Chemicals industry faces numerous environmental and safety regulations governing both its 
manufacturing  
processes and products. While lobbying is way for companies to influence policy, direct spending on 
political lobbying  
is not an accurate or decision-useful measure or proxy of a company’s management of the regulatory 
environment in  
which it operates. Therefore, the topic is not relevant across the industry, and does not provide 
decision-useful  
information. Current Form 10-K disclosures implicitly support the lack of systematic relevance and 
significance of the  
information generated by the disclosure topic. Per a SASB analysis, only one company of the top ten in 
the chemicals  
industry provides 10-K (or 20-F) disclosures on the Political Spending topic, which is the lowest of the 
ten disclosure  
topics in the industry’s provisional standard, indicating that the vast majority of companies in the 
industry do not view  
disclosures related to the topic as appropriate 10-K disclosures. Meanwhile, all companies discuss 
regulatory risk and  
policy within 10-K disclosure, especially as related to environmental topics and product lifecycle.  
 
Additionally, SASB proposes to add a disclosure topic, Management of the Regulatory Environment 
(2017 Technical  
Agenda item 7-9), that will address the risks and opportunities related to a company’s positions on 
government  
regulations and policies pertaining to sustainability issues that are likely to have a financial impact on 
operations.  
Stakeholder Consultation  
Investors: Through SEC comment letters and other channels, investors have expressed interest in 
information about  
corporate strategies, participation, and influence in the regulatory and legislative process. Some 
investors suggested  
 
 
17 RT0101-13: Amount of political campaign spending, lobbying expenditures, and contributions to tax-
exempt groups including trade  



organizations; RT0101-14: Five largest political, lobbying, or tax-exempt group expenditures  
 
 
 
 
© SASBTM PROPOSED CHANGES TO PROVISIONAL STANDARDS: BASIS FOR CONCLUSIONS | RESOURCE 
TRANSFORMATION SECTOR | 27  
 
that both qualitative and quantitative disclosures related to political lobbying, alignment with 
shareholder interests,  
and regulatory influence are decision-useful and relevant.  
 
Issuers: The consensus among issuers is the topic deletion would improve the cost-effectiveness and 
relevance of the  
standard. There was concern that the focus on monetary contributions would be misleading and fail to 
provide  
sufficient context.  
 
Others: A large chemicals industry association encouraged and supported the shift in the metric, 
providing similar  
rationale as issuers.  
Benefits  
Cost effective: The proposed change improves the cost-effectiveness of the standard by removing a 
topic that is not  
decision-useful or relevant across the industry.  
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consistently opposed legislation and regulation to address the issue, thus setting up a potential
conflict between Citigroup’s professed priorities and the uses to which shareholder money is
being deployed.

Citigroup seeks no-action relief on two grounds: 

(1) the proposal accounts for a small percentage of total assets, net earnings and gross
sales and is not “otherwise significantly related to the Company’s business” within the meaning
of Rule 14a-8(i)(5); and 

(2) the proposal implicates the “ordinary business” of the Company and may thus be
excluded under Rule 14a-8(i)(7).

Neither objection has merit.  In construing these exclusions over the decades, the
Division has looked to objective criteria to judge whether a certain activity is “significantly
related” to a company’s business or raises a “significant policy” issue that transcends day-to-day
business operations.  The Division has never viewed a company’s subjective assessment as
determinative.  Indeed, to do so could lead to wildly inconsistent results.  We assume that such
objectivity remains the goal of the recently issued STAFF LEGAL BULLETIN  14I (“SLB 14I”), was
evidenced by its reference to the “total mix” of evidence.  We thus focus this response on
objective evidence that demonstrates why Citigroup’s arguments fail on both counts. 

Discussion

How quickly we forget.  

Less than a decade ago, Citigroup’s imprudence – and that of other large banks and
financial institutions – helped propel the country into the worst economic downturn since the
Great Depression of the 1930s.  Despite Citigroup’s profound errors and misjudgments,
however, the Company was not left to its own devices.  Instead, Citigroup was able to find
refuge in the political process.  As perhaps the pluperfect example of a bank that was “too big to
fail,”  Citigroup was a major beneficiary of the $700 billion TARP “bailout” law that propped up 
Citigroup and other major financial institutions, thus allowing them to ride out the storm far
better than many of Citigroup’s customers and shareholders.

To read Citigroup’s letter, however, one might imagine that this history never happened,
that Citigroup – although a highly regulated financial institution – doesn’t really dirty its hands
in the political process, doesn’t spend much time going door-to-door on Capitol Hill seeking
legislative largesse, and doesn’t spend much time thinking about what policy changes in
Washington and state capitals might have on its business.  Whatever conclusions one may draw
about other companies in other industries, the arguments for excluding the CtW proposal fall far
short of being persuasive.

A.  Citigroup’s lobbying efforts are “significantly related” to the Company’s business.

Relying on the recent STAFF LEGAL BULLETIN 14I, Citigroup argues that the Proposal
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may be excluded under Rule 14a-8(i)(5), which allows omission of a proposal if – 

 . . . the proposal relates to operations which account for less than 5 percent of the
company's total assets at the end of its most recent fiscal year, and for less than 5
percent of its net earnings and gross sales for its most recent fiscal year, and is not
otherwise significantly related to the company's business. 

 Citigroup’s letter argues (at 2) that it has met this standard because at the end of 2016 the
Company had total assets of approximately $1.7 trillion, net revenues of approximately $69.9
billion and net income of $14.9 billion.  By contrast, the total spent on federal lobbying
(including the pertinent portion of trade association and business association dues) plus state
spending accounted for less than 0.05 percent of total assets, net income and net revenues. 
Citigroup’s argument fails for various reasons.  

1.  The (i)(5) exclusion and its evolution over time.  

That Citigroup reads the (i)(5) exclusion too narrowly is demonstrated by tracing the
evolution of the rule from its earlier days to its current incarnation, which has been construed as
not covering lobbying proposals such as the one at issue here.  E.g., Devon Energy Corp. (2
February 2012).

In 1972 the Commission adopted what was then Rule 14a-8(c)(2)(ii), which allowed the
exclusion of a “recommendation, request, or mandate that action be taken with respect to any
matter, including a general economic, political, racial, religious, social or similar cause, that is
not significantly related to the business of the issuer or is not within the control of the issuer.” 
Release No. 9784 (22 September 1972), 1972 WL 125400.  The Commission explained the “not
significantly related” language was intended to provide an “objective” standard “to the extent
feasible.”  Id.

In 1976 the Commission revised Rule 14a-8 into what has remained the fundamental
template of that rule for the past 40 years.  The 1972 version of this exclusion was renumbered
as Rule 14a-8(c)(5) and was captioned to indicate that the exclusion dealt with “Insignificant
Matters.”  Adoption of Amendments Relating to Proposals by Security Holders, Release No. 34-
12099, 41 Fed. Reg. 52994, 52997 (3 December 1976).  

The 1976 version of the (c)(5) exclusion stated that a company may omit a proposal “[i]f
the proposal deals with a matter that is not significantly related to the issuer’s business.”  Id. at
53000.  In adopting this language the Commission considered and rejected the alternative of
having a purely economic standard, concluding “there are many instances in which the matter
involved in a proposal is significant to an issuer’s business, even though such significance is not
apparent from an economic viewpoint.”  Id. at 52997.  

What might such a “significant” issue be?  The Commission identified two categories: 
(1) a “shareholder rights” issue such as cumulative voting, and (2) what the Commission termed
“ethical issues such as political contributions,” which “also may be significant to the issuer’s
business, when viewed from a standpoint other than a purely economic one.”  Id.  
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In 1982 the Commission proposed amending the (c)(5) exclusion to incorporate the “five
percent” economic standard that now appears in the (i)(5) exclusion.  However, the Commission
made it clear that this economic threshold was in addition to and did not eliminate the
“significantly related” language.  Indeed, the non-economic nature of a “significantly related”
was highlighted by the addition of the word “otherwise” before “significantly related.”  Thus, the
proposal would allow exclusion of a proposal if it “relates to operations which account for less
than 5 percent of the issuer’s total assets at the end of its most recent fiscal year, and for less than
5 percent of its net earnings and gross sales, and is not otherwise significantly related to the
issuer’s business” (emphasis added).   Proposed Amendments to Rule 14a-8 Under the Securities
Exchange Act of 1934 Relating to Proposals by Securities Holders, Release No. 34-19135 (26
October 1982), 47 Fed. Reg. 47420.  The explanation of the proposed rule repeated almost
verbatim the comment in the 1976 rulemaking about “ethical” issues such “political
contributions” having significance even if the significance is not apparent from an economic
viewpoint.  Id. at 47428 & n.40.  

The final rule, adopted in 1983, adopted the language of the (c)(5) exclusion “as
proposed.”  In discussing how this exclusion was meant to differ from the 1976 version of the
rule, the Commission explained that “governance” proposals such as cumulative voting could
henceforth be omitted under this exclusion.  However, the Commission did not indicate that the
(c)(5) exclusion would apply to issues such as political contributions, the other topic specifically
exempted from coverage in the 1976 rulemaking.  Amendments to Rule 14a-8 Under the
Securities Exchange Act of 1934 Relating to Proposals by Securities Holders, Release No. 34-
20091 (25 August 1983), 48 Fed. Reg. 38218, 38220.  

The next significant development occurred in the courtroom. As is noted in STAFF LEGAL

BULLETIN 14I , in Lovenheim v. Iroquois Brands, Ltd., 618 F. Supp. 554 (D.D.C. 1985), the court
enjoined a company that sold paté de foie gras from omitting a proposal dealing with force-
feeding of animals used to make the paté.  The court acknowledged that the amount of paté sold
was a small percentage of the company’s assets and net sales.  Nonetheless the court held that
the standard for omitting a proposal under the  (c)(5) exception was not strictly an economic test. 
Citing that a proposal may be voted if it can “otherwise” be “significantly related” to the
company’s business, the court concluded that “ethical and social significance of plaintiff's
proposal and the fact that it implicates significant levels of sales” were sufficient to remove the
proposal from the ambit of the (c)(5) exclusion.  

The Lovenheim court did not base its decision on a finding that animal cruelty was, as an 
abstract proposition, an important “ethical or social” issue.  Rather, the court was careful to
ground its opinion in the nature of the company’s business, noting (at n.16), that the result would
be different if the issue were “ethically significant in the abstract but had no meaningful
relationship to the business” of the company.

Lovenheim was criticized by companies, and the Commission noted in a 1997 rulemaking
the complaint that companies are being required “to include too many proposals of little or no
relevance to their business.”  Amendments to Rules on Shareholder Proposals, Release No. 34-
39093, 62 Fed. Reg. 50682, 50687 (26 September 1997).  The Commission thus proposed to
rewrite the (c)(5) exclusion to “apply a purely economic standard” if the proposal “relates to a
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matter involving the purchase or sale of goods or products” below a specified threshold,
measured in terms of dollars or percentage of “gross revenues or total assets.”  The proposed rule
would have deleted the “otherwise significantly related” language.  Id. at 50686, 50704.

Significantly, however, and despite the criticism of Lovenheim and the Commission’s
stated preference for a purely economic test, the Commission issued a final rule in 1998 that
made no change whatsoever in the (c)(5) exclusion, apart from renumbering it as the (i)(5)
exclusion.  The Commission gave no explanation for this decision apart from noting that public
comments had been divided and various commenters had criticized both the new economic test
and also the proposed elimination of the “otherwise significantly related” language. 
Amendments to Rules on Shareholder Proposals, Release No. 34-40018, 63 Fed. Reg. 29106,
29133 (28 May 1998).  

In the 20 years since the Commission left untouched both the (i)(5) language and the
Lovenheim interpretation of that language, the Commission has engaged in additional
rulemaking involving Rule 14a-8, and those efforts yielded three final rules that amended several
of the exemptions in Rule 14a-8(i).1  At no point did the Commission suggest the need for an
amendment to the (i)(5) language or a re-interpretation or clarification of the scope of that
exclusion.

Where does this leave us?

In 1972 the Commission expressed the view that the “significantly related” standard was
intended to serve as an “objective” standard in the sense that one could examine a proposal and
the available facts and make a determination as to whether such a relationship existed, even if
the amount in question, as measured against the size of a company’s “operations” was relatively
small in dollar or percentage terms.  In the 1997 proposed rule, the Commission declared that the
“otherwise significantly related” standard was “inherently subjective,” 62 Fed. Reg. at 50686,
but offered no explanation as why the agency had changed its thinking on this point over the
years.  Perhaps what was meant was that reasonable minds could differ as whether a specific
item was “significantly related” to a company’s business.  Doubtless so, but judgment calls are
inevitable whenever one is asked to decide if Item A has a “significant” relationship to Item B. 
That does not mean, however, that the analysis is or should be driven by subjective preferences, 
but should instead be based on an objective analysis of the facts.

As noted above, Lovenheim was careful to ground its conclusion in the fact that animal
cruelty was a significant issue not simply as an abstract proposition, but based on objective
considerations about the nature of the company’s business.  SLB 14I appears to contemplate a
similar objective analysis of facts, witness the comment that a resolution should be considered in
light of the “total mix” of information about the issuer – which is a fact-based inquiry.

We make this point because, as just discussed, the Commission has long expressed the

1 Shareholder Proposals Relating to the Election of Directors, Release No. 34-56914, 72 Fed. Reg. 70456 (11
December 2007); Facilitating Shareholder Director Nominations, Release No. 33-9136, 75 Fed. Reg. 56782 (16
September 2010); Shareholder Approval of Executive Compensation and Golden Parachute Compensation, 76 Fed.
Reg. 6010, 6045 (2 February 2011).  
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desire that the “significantly related” language should be construed in an “objective” manner and
not in a “subjective” manner.  We assume that such objectivity is the goal of SLB 14I, as
evidenced by the focus on the “total mix” of evidence.  Thus, as we read the Bulletin, even if a
board should firmly believe that its activity in a given area is not “significantly related” to the
company’s business, that viewpoint must rest on objective factors that the Division can review in
considering the availability of no-action relief.

With regard to Citigroup, and whatever the situation may be as to other companies, the
available evidence shows that active participation in legislative and political processes is 
“significantly related” to Citigroup’s business far beyond the amount of the actual dollars-and-
cents expenditures in a given year.  The CtW proposal focuses on Citigroup’s activities at the
federal level and the state level, as well as lobbying through trade associations.  We discuss each
point in turn below. 

2.  Citigroup’s efforts at the federal level have been essential to its business – and its
survival.

Citigroup is a bank holding company, and the Company, along with its banking and other
subsidiaries, are highly regulated.  Regulators include the Federal Reserve Board, the Office of
Comptroller of the Currency, the Federal Deposit Insurance Corporation, the Consumer
Financial Protection Board, the Securities and Exchange Commission, the Financial Industry
Regulatory Authority, the Commodities Futures Trading Commission, state banking departments
(for state chartered subsidiaries), and foreign regulatory agencies (for overseas operations). 
Citigroup Inc., Form 10-K, p. 306 (24 February 2017).

These agencies administer a variety of federal and state laws that have a direct impact on
Citigroup’s business.  Thus the Company’s ability to persuade legislators and regulators to enact
laws and rules that are favorable – or at least not unduly harmful – is “significantly related” to
the Company’s success.

This has certainly been true over the past decade.  The history of the recent financial
crisis has been chronicled elsewhere and need not be repeated here.  See generally The Financial
Crisis Inquiry Report: Final report of the National Commission on the Causes of the Financial
and Economic Crisis in the United States (2011).  Citigroup was a major beneficiary of the
TARP bailout, so much so as to warrant a 77-page special report by the TARP Special Inspector
General entitled Troubled Assets Relief Program, Extraordinary Financial Assistance Provided
to Citigroup, Inc. (13 January 2011) (“IG Report”), available at 
https://online.wsj.com/public/resources/documents/CitiOIG.pdf.

In a nutshell, in October 2008, the Treasury Department announced that Citigroup was
one of the first recipients of TARP funds under a program intended to “encourage U.S. financial
institutions to build capital to increase the flow of financing to U.S. business and consumers and
to support the U.S. economy.”  Citigroup received $25 billion – the maximum amount that
Treasury said it would invest in any one institution under TARP.  IG Report at 3.

This “first draw” proved woefully inadequate.  The next month Treasury and the FDIC

https://online.wsj.com/public/resources/documents/CitiOIG.pdf
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agreed to provide Citigroup with protection against the possibility of unusually large losses on
an asset pool of approximately $306 billion of loans and securities backed by commercial and
real  estate  and other assets.  In addition, Treasury agreed to invest another $20 billion in
Citigroup from TARP funds in exchange for preferred stock with an 8% dividend.  Id.  See also
Joint Statement by Treasury, Federal Reserve, and the FDIC on Citigroup (23 November 2008), 
available at https://www.federalreserve.gov/newsevents/pressreleases/bcreg20081123a.htm.

But even that was not enough.  In February 2009, with Citigroup teetering on the brink of
bankruptcy, the federal government decided to convert its grant of $25 billion into a 36% equity
stake in the company.  Dash, U.S. Agrees to Increase its Stake in Citigroup, THE NEW YORK

TIMES (27 February 2009), available at 
http://www.nytimes.com/2009/02/28/business/28deal.html?pagewanted=all.  Over the next two
years, as the federal government struggled to deal with the crisis, Congress passed and the
President signed the Dodd-Frank Wall Street Reform and Consumer Protection Act.  Pub. L.
111–203, 111th Cong., 2d Sess. (2010).  As the situation stabilized, the government was able to
wind down its position in Citigroup by early 2011.  Barkley, TARP Profit on Citigroup: $12.3
Billion, THE WALL STREET JOURNAL (27 January 2011), available at
https://www.wsj.com/articles/SB10001424052748703293204576105763449264874.

Unsurprisingly, Citigroup was heavily involved in lobbying both before, during and after
the worst of the financial crisis.  In 2010 three economists associated with the International
Monetary Fund issued a report on lobbying by financial institutions up to the time of the
financial crisis.  The 69-page report asked (at p. 1): “Has lobbying by financial institutions
contributed to the financial crisis?” and proceeded to answer the question this way (id.):

This paper uses detailed information on financial institutions’ lobbying and
mortgage lending activities to answer this question. We find that lobbying was
associated with more risk taking during 2000-07 and worse outcomes in 2008. In
particular, lenders lobbying more intensively on issues related to mortgage
lending and securitization (i) originated mortgages with higher loan-to-income
ratios, (ii) securitized a faster growing proportion of their loans, and (iii) had
faster growing loan portfolios. Delinquency rates in 2008 were higher in areas
where lobbying lenders’ mortgage lending grew faster. These lenders also
experienced negative abnormal stock returns during key events of the crisis.
Finally, lobbying lenders’ stock prices increased more with the bailout
announcement than non-lobbying lenders’ did, and being a lobbying lender was
associated with a higher probability of being bailed out. The findings are robust to
controlling for unobserved lender and area characteristics as well as changes in
macroeconomic and local conditions over time. The findings suggest that political
influence of the financial industry played an important role in the accumulation of
risks.

Igan, Mishra and Tressel, A Fistful of Dollars: Lobbying and the Financial Crisis (16 April
2010), download available as MishraFistful.pdf at http://econweb.umd.edu/~davis/eventpapers/

Citigroup’s lobbying efforts in particular were cited (at p. 8): 

https://www.federalreserve.gov/newsevents/pressreleases/bcreg20081123a.htm
http://www.nytimes.com/2009/02/28/business/28deal.html?pagewanted=all
https://www.wsj.com/articles/SB10001424052748703293204576105763449264874
http://econweb.umd.edu/~davis/eventpapers/
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For example, Citigroup lobbied intensively against H.R. 1051 -- Predatory
Lending Consumer Protection Act of 2001 (for example, it spent $3 million over
January-June 2002), which aimed to put tighter restrictions on lenders (see
appendix for more details on the bill), and this was never signed into law.
Indeed, during 1999-2006, 93 percent of all the bills promoting tighter regulation
were never signed into law. Importantly, two key pieces of legislation to promote
lax lending in mortgage markets -- American Homeownership and Economic
Opportunity Act of 2000, and American Dream Downpayment Act --- were in
fact, signed into law.

The lax regulatory environment that emerged allowed lenders to engage in
riskier lending during 2000-2007; and end up with worse outcomes during the
crisis. . ..

The Center for Responsive Politics monitors and aggregates corporate lobbying based on
“LD-2" lobbying reports filed with the Clerk of the House of  Representatives and the Secretary
of the Senate, and it posts this information online at www.opensecrets.org.  According to these
data, Citigroup’s lobbying expenditures crested in the 110th Congress (2007-08), as the worst of
the crisis became apparent.  Exhibit 1 (PDF p. 20).2  Although the amount spent each year
declined in subsequent years, the amount spent on federal lobbying remained relatively constant
from 2009 through 2016.  Id.  

The depth and extent of Citigroup’s lobbying is illustrated by the number of bills on
which the Company reported it was lobbying Congress each year.  Here again, the Center for
Responsive Politics has compiled the following statistics based on LD-2 reports that Citigroup
lobbyists filed with Congress (Exhibit 2) (PDF pp. 21-63):

• 2007: 152 bills
• 2008: 185 bills
• 2009:   98 bills
• 2010:   46 bills
• 2011:   48 bills
• 2012:   73 bills
• 2013:   30 bills
• 2014:   39 bills
• 2015:   25 bills
• 2016:   24 bills
• 2017:   15 bills

Statistics alone do not tell the full story, however.  As compiled by the Center for
Responsive Politics, Exhibit 3 of this filing sets forth the following partial list of issues that
Citigroup lobbyists reported discussing with Members of Congress and their staffs in 2017, the
“lightest” year in the past decade.  We say “partial” because the activities below only cover

2 For the reader’s convenience, we cite to exhibits using the page number of the PDF version of this letter as filed
with the Division.  Thus, “PDF p. 20" refers to page 20 of the PDF version of this document.

http://www.opensecrets.org.
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issues pertaining to “finance” or “FIN” issues.  See Exhibit 3, p. 1 (PDF p. 64).  The list below
(PDF pp. 65-68) thus omits reports on how Citigroup lobbyists spent their time on issues
pertaining to “taxes,” “banking,” “trade,” the “federal budget and appropriations,” “foreign
relations,” “homeland security,” “housing” and “intelligence”:

• Matters related to global operations and competition issues
• Monitor CHOICE Act (HR 314) and NFIP Reauthorization.
• Financial regulatory reform issues generally.
• Met with House and Senate on FinTech Met with House and Senate on large bank issues  Met
    with House and Senate on credit card issues.  Met with House and Senate staff on capital
    leverage matters  Met with House and Senate staff on flood insurance issues  Met with House
    and Senate issues related to data security and payments system integrity  Met with House and
    Senate on equities market structure reform   Met with House and Senate on reauthorization of
    the Commodities Exchange Act and derivatives regulation  Met with House and Senate on 
    bond market issues Draft House Bill - the Main Street Growth Act - all provisions  Met with
    House on draft legislation to amend the Regulation NMS governance structure  Met with
    House and Senate to discuss CFPB rule on arbitration   Met with House to discuss anti-money
    laundering regulations  Met with House to discuss the Volcker Rule  Met with House to
    discuss the Durbin amendment to regulate debit interchange fees  Met with Senate to discuss
    impact of MiFID II on research in the U.S.  Met with House to discuss CCAR process  Met
    with House to discuss regulation of  proxy advisory firms H.R.10 - the Financial CHOICE
    Act (Creating Hope and Opportunity for Investors, Consumers and Entrepreneurs) - provisions
    impacting large banks H.R.238 - Commodity End-User Relief Act - all provisions H.R. 1624 -
    Municipal Finance Support Act of 2017 - all provisions H.R.1667 - the Financial Institutions
    Bankruptcy Act - all provisions S.828 A bill to amend the Federal Deposit Insurance Act to
    require the appropriate Federal  banking agencies to treat certain municipal obligations as level
    2B liquid assets, and for other purposes -- al provisions   S.881 - 21st Century Glass-Steagall
    Act of 2017 - all provisions
• Monitor Consumer Financial Protection Bureau issues and CHOICE Act (HR 314)  
   Met with House on FinTech Met with House and Senate on large bank issues  Met with House
    and Senate on credit card issues   Met with House and Senate staff on capital leverage matters
    Met with House and Senate staff on flood insurance issues   Met with House and Senate issues
    issues related to data security and payments system integrity  Met with House and Senate on
    equities market structure reform  Met with House and Senate on reauthorization of the
    Commodities Exchange Act and derivatives regulation  Met with House and Senate on bond
    market issues  Draft House Bill - the Main Street Growth Act - all provisions  Met with House
    on draft legislation to amend the Regulation NMS governance structure  Met with House on 
    arbitration  H.R.238 - Commodity End-User Relief Act - all provisions  H.R.1624 -
    Municipal Finance Support Act of 2017 - all provisions  S.838 - Municipal Finance Support
    Act of 2017 - all provisions  S.881 - 21st Century Glass-Steagall Act of 2017 - al provisions
• Financial services related issues.
• Issues relating to the implementation of P.L. 111-203, the Wall Street Reform and
    Consumer Protection Act.
• Legislation and regulation related to capital markets issues
• Legislation and regulation related to capital markets issues
• Financial services related issues.
• Financial regulatory reform issues generally.
• Matters related to global operations and competition issues
• Monitor CHOICE Act (HR 314) and NFIP Reauthorization.
• Financial regulatory reform issues generally.  Met with House to discuss the impact of
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    repealing Orderly Liquidation Authority Met with House to discuss ideas for housing finance
    reform Met with House and Senate on FinTech Met with House and Senate on large bank 
    Issues  Met with House and Senate staff on capital leverage matters  Met with House and
    Senate staff on flood insurance issues  Met with House and Senate issues related to data
    security and payments system integrity Met with House and Senate on equities market 
    structure reform Met with House and Senate on reauthorization of the Commodities Exchange
    Act and derivatives regulation  Met with House and Senate on bond market issues  Draft House
    Bill - the Main Street Growth Act - all provisions  Met with House on draft legislation to 
    amend the Regulation NMS governance structure  Met with House and Senate to discuss CFPB
    Rule on arbitration  Met with House to discuss anti-money laundering regulations  Met with 
    House and Senate to discuss the Volcker Rule Met with House to discuss the Durbin
    amendment to regulate debit interchange fees Met with Senate to discuss impact of MiFID II
    on research in the U.S. Met with House and Senate to discuss CCAR process H.J.Res. 11,
    Providing for congressional disapproval under chapter 8 of title 5, United States Code, of the
    Rule submitted by Bureau of Consumer Financial Protection relating to Arbitration 
    Agreements - all provisions H.R.10 - the Financial CHOICE Act (Creating Hope and 
    Opportunity for Investors, Consumers and Entrepreneurs) - provisions impacting large banks
    H.R.238 - Commodity End-User Relief Act - all provisions  H.R.1624 - Municipal Finance
    Support Act of 2017 - all provisions H.R.1667 - the Financial Institutions Bankruptcy  Act - all
    provisions H.R.3089, the Corporate Transparency Act of 2017 - all provisions H.R.3439, the
    Financial Institution Security Act -  all provisions H.R.3555, the Exchange Regulatory
    Improvement Act - all provisions S.828 - A bill to amend the Federal Deposit Insurance Act to
    require the appropriate Federal banking agencies to treat certain municipal obligations as level
    2B liquid assets, and for other purposes -- al provisions S.881 - 21st Century Glass-Steagall
    Act of 2017 - al provisions S.J.Res. 47, Providing for congressional disapproval under chapter
    8 of title 5, United States Code, of the rule submitted by Bureau of Consumer Financial
    Protection relating to Arbitration Agreements - all provisions
• General issues on financial services
• Matters related to global operations and competition issues
• Issues relating to the implementation of P.L. 111-203, the Wall Street Reform and
    Consumer Protection Act.
• Issues relating to the implementation of P.L. 111-203, the Wall Street Reform and
    Consumer Protection Act.
• General issues on financial services
• Legislation and regulation related to capital markets issues
• General issues on financial services. H.J.Res. 111 - support of Congressional Review
    Act resolution to overturn Consumer Financial Protection Bureau rule on arbitration.
• Financial services related issues.

But wait.  There’s more.

 Citigroup’s lobbying efforts may have receded a bit after the worst days of the financial
crisis, but the Company has remained a major player on the legislative scene.  During the 113th

Congress (2013-14) Citigroup played a leading role in seeking to water down or repeal key
elements of the Dodd-Frank Act.  In late 2013 the House of Representatives voted on a bill to
limit the so-called “push out” provision in that Act under which financial institutions would have
to spin off their derivatives activities into separate corporate entities that were not eligible for
federal assistance.  In reporting on this development, FORBES noted a report from The New York
Times that “Citigroup’s recommendations were reflected in more than 70 lines of the House’s
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85-line bill,” adding:  “Two crucial paragraphs, prepared by Citigroup in conjunction with other
Wall Street banks, were copied nearly word for word.  (Lawmakers changed two words to make
them plural.)”  Groenfeldt, Banks, Led by Citi, Lobby House (Successfully) To Limit Dodd-Frank
on Derivatives, FORBES (30 October 2013), quoting Lipton and Protess, Banks’ Lobbyists Help
in Drafting Financial Bills, THE NEW YORK TIMES (23 May 2013), available at 
https://www.forbes.com/sites/tomgroenfeldt/2013/10/30/banks-led-by-citi-lobby-house-successf
ully-to-limit-dodd-frank-on-derivatives/#17947279d96f.

This “Citibank provision,” as it came to be known, was not enacted on its own. 
However, the language in that bill was inserted into an omnibus spending bill that passed
Congress in December 2014, but not without considerable controversy about Citigroup’s role in
getting it enacted.  Acosta, Congressman defends “Citibank” provision in spending bill, CNN
(16 December 2014), available at
http://www.cnn.com/2014/12/16/politics/kevin-yoder-citigroup-elizabeth-warren-wall-street/ind
ex.html; Blackwell, Why Citi May Soon Regret Its Big Victory on Capitol Hill, AMERICAN

BANKER (11 December 2014), available at
https://www.americanbanker.com/news/why-citi-may-soon-regret-its-big-victory-on-capitol-hill

3.  Citigroup’s activities at the state level are also important to its business. 

Citigroup’s prowess at the state and local level may be less extensively reported, but it
too is “significantly related” to the Company’s business.  The most notable example is
Citibank’s successful lobbying with the governor and legislature in South Dakota in the early
1980s, a move that led to Citibank moving its credit card operations to Sioux Falls, South
Dakota, in order to take advantage of the “Citibank bill,” which lifted usury limits on credit card
interest rates for lenders based in South Dakota.  Whitney, What really happened to land
Citibank, SIOUX FALLS ARGUS LEADER (7 April 2015), available at
http://www.argusleader.com/story/stu-whitney/2015/04/04/whitney-real-story-behind-citibank/2
5296111/ 

Citigroup remains very active at the state level.  A February 2017 report prepared by the
Sustainable Investments Institute for the Investor Responsibility Research Center Institute
analyzed the data about governance practices and state lobbying efforts of 100 large S&P 500
companies in six states that have the largest discoverable corporate lobbying for the most recent
four full years (2012-2015).  Walsh and Young, How Leading U.S. Corporations Govern and
Spend on State Lobbying, available at
https://irrcinstitute.org/reports/how-leading-u-s-corporations-govern-and-spend-on-state-lobbyin
g/ (pertinent excerpts attached as Exhibit 4) (PDF pp. 69-80). 

According to that report, financial services companies, including Citigroup, were the
fourth largest industry to report lobbying expenditures in the six states (behind health care,
consumer staples and telecoms) (id. at 22, PDF p. 73).  Citigroup, one of the focus companies,
spent $3.8 million during the relevant time period, second only to Prudential Financial among
financial firms (id. at 29, PDF p. 74).  

Citigroup was also singled out as one of the study companies with a higher-than-average

https://www.forbes.com/sites/tomgroenfeldt/2013/10/30/banks-led-by-citi-lobby-house-successfully-to-limit-dodd-frank-on-derivatives/#17947279d96f
https://www.forbes.com/sites/tomgroenfeldt/2013/10/30/banks-led-by-citi-lobby-house-successfully-to-limit-dodd-frank-on-derivatives/#17947279d96f
http://www.cnn.com/2014/12/16/politics/kevin-yoder-citigroup-elizabeth-warren-wall-street/index.html
http://www.cnn.com/2014/12/16/politics/kevin-yoder-citigroup-elizabeth-warren-wall-street/index.html
https://www.americanbanker.com/news/why-citi-may-soon-regret-its-big-victory-on-capitol-hill
http://www.argusleader.com/story/stu-whitney/2015/04/04/whitney-real-story-behind-citibank/25296111/
http://www.argusleader.com/story/stu-whitney/2015/04/04/whitney-real-story-behind-citibank/25296111/
https://irrcinstitute.org/reports/how-leading-u-s-corporations-govern-and-spend-on-state-lobbying/
https://irrcinstitute.org/reports/how-leading-u-s-corporations-govern-and-spend-on-state-lobbying/
%20https://irrcinstitute.org/reports/how-leading-u-s-
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– and significantly higher-than-median – “lobbying intensity,” which measures the extent to
which a particular company spends money in an effort to influence public policy, compared to
peers in the study group (id. at 33, PDF p. 75).3  

Citigroup’s letter (at p. 3) ignores this level of activity by arguing that the Company
“already provides most of the disclosures sought, except with respect to details about payments
to trade associations.”  In particular, we are told, the “Company has links on its website to state
government websites where its lobbying activities are publicly reported.”  Id.4

This statement does not tell the whole story.  The “corporate governance” microsite on
Citigroup’s “investor relations” page (http://www.citigroup.com/citi/investor/corporate_
governance.html) contains a dropdown for “U.S. Lobbying Disclosure Websites,” which, when
opened, states: “Following is a list of federal and state jurisdictions in which Citigroup is
registered” and provides a list.   Exhibit 5 (PDF pp. 81-82).  The website offers nothing about
expenditures, and many of the state sites are devoid of specific content, since 22 of the 50 states
do not require any disclosure of corporate funds spent on lobbying.  IRRCI Institute Report
(Exhibit 4, supra) at p. 3 (PDF p. 70).5   

4.  Participation in trade associations is also a significant element of Citigroup’s business. 

In its March 2016 “political activities report, Citigroup cites trade associations as
providing “venues for important discussion regarding public policy issues and opportunities to
advocate for common business interests.”  See Corporate Political Activities Statement, p. 2,
available at http://www.citigroup.com/citi/investor/corporate_governance.html under “Citi
Policies.”  Those associations are listed as:

American Bankers Association and state affiliates
Asociacion de Bancos de Mexico
Asociacion Mexicana de Adminstratradores de Fondos Para El Retiro

3 Information specific to Citigroup is contained in a document accompanying the IRRCI Institute Report that
summarizes the information on companies profiled in that Report.  It is available at the “Select State Pending
Profiles” link at https://irrcinstitute.org/reports/how-leading-u-s-corporations-govern-and-spend-on-state-lobbying/. 
Citigroup’s profile from pp. 99-102 of that report and is included here at the end of Exhibit 4 (PDF pp. 80-83).

4 Oddly enough, although Citigroup contends that it “already provides most of the disclosures” requested by the
Proposal, the Company does not claim that the Proposal has been “substantially implemented” and thus eligible for
omission under the (i)(10) exclusion.  As we discuss in the text, that argument would be untenable in light of how
little information about actual expenditures is available to shareholders at the present time.  

5 To take an example chosen at random, consider the disclosure available in Delaware, where Citigroup is
incorporated.  As stated in Citigroup’s letter, the Citigroup web site does provide a link to the Delaware Public
Integrity Commission (https://depic.delaware.gov/lobbying/).  Once there, if one clicks “Lobby Reports” and selects
a reporting period (https://egov.delaware.gov/lobs/Home/LobbyistStatusReport), one finds a listing of dozens of
registered lobbyists, but their principals are not identified.  If one clicks “Search Lobbyists, Employers, and Lobby
Activity,” one then needs to click “Search Employer” to get to a page asking:  “Do you want to download a list of all
employers?” (https://egov.delaware.gov/Lobs/Explore/ExploreEmployers).  Clicking “Download now” in response
produces an Excel spreadsheet of 1529 “employers,” including Citibank Delaware, Citicorp, Citigroup, Citigroup
Management Corp. and Citigroup Washington, Inc., as well as their addresses.  There is no indication of what bills
these companies are lobbying, much less how much shareholder money they are spending.

http://www.citi.com/citi/investor/corporate_governance.html
https://irrcinstitute.org/reports/how-leading-u-s-corporations-govern-and-spend-on-state-lobbying/
https://depic.delaware.gov/lobbying/
https://egov.delaware.gov/Lobs/Explore/ExploreEmployers
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British Bankers Association
Business Roundtable
Business Council of New York State
Consumer Bankers Association
Electronic Payments Coalition
Financial Services Forum
Financial Services Roundtable
Global Financial Markets Association and affiliates SIFMA, AFME, ASIFMA
Institute of International Finance
International Capital Markets Association
International Swaps and Derivatives Association
Managed Funds Association
Partnership for New York City
The CityUK
The Clearing House
US Chamber of Commerce

We discuss the trade association issue more fully in the section that follows.  For present
purposes, however, we note two things.

First, this list is, if anything, incomplete because it does not identify the doubtless dozens
of state or local organizations that are affiliated with some of these trade groups and that also
engage in more local lobbying efforts.  Second, the Citigroup Letter states (at p. 5) that the
Company “does not rely solely on trade associations to advance the Company’s legislative
interests” (emphasis added), which means that of course the Company does operate through the
trade groups to which it belongs.  Indeed, Citigroup’s trade group activity has been reported by
various news organizations on some highly publicized issues.

• In July 2017 CNN reported that Citigroup and other companies “have undertaken a
lobbying campaign on Capitol Hill to try to make changes” to the Senate’s Russian sanctions
legislation.  A Citigroup spokesman “told CNN the company was working with ‘our trade
association partners to encourage Congress to pass a bill that eliminates ambiguity and enable
us to ensure clear compliance with the law’” (emphasis added), Hein, US conglomerates lobby
against Russia sanctions, CNN (20 July 2017), available at
http://www.cnn.com/2017/07/20/politics/russia-sanctions-legislation-corporations/index.html. 

• In February 2017 Reuters reported that The Clearing House, representing Citigroup and
other large financial institutions, was lobbying Congress on behalf of its members to ease money
laundering rules imposed after the events of 11 September 2001.  Schectman, Freifeld & Wolf,
Exclusive: Big U.S. Banks to push for easing of money laundering rules, REUTERS (16 February
2017), available at
https://www.reuters.com/article/us-usa-banks-moneylaundering-exclusive/exclusive-big-u-s-ban
ks-to-push-for-easing-of-money-laundering-rules-idUSKBN15V1E9

There are doubtless good reasons for a company to lobby through its association rather
than on its own, e.g., to present an industry “united front” on a given bill.  However, working

http://www.cnn.com/2017/07/20/politics/russia-sanctions-legislation-corporations/index.html
https://www.reuters.com/article/us-usa-banks-moneylaundering-exclusive/exclusive-big-u-s-banks-to-push-for-easing-of-money-laundering-rules-idUSKBN15V1E9
https://www.reuters.com/article/us-usa-banks-moneylaundering-exclusive/exclusive-big-u-s-banks-to-push-for-easing-of-money-laundering-rules-idUSKBN15V1E9
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through a trade association can give a member company a certain degree of  “cover” so that a
company is not directly identified as supporting an unpopular or potentially controversial
subject.  Indeed, the president of the U.S. Chamber of Commerce was quoted as saying that the
Chamber offers such cover for member companies:  “I want to give [members] all the deniability
they need.”  The Chamber of Secrets: The biggest business lobby in the United States is more
influential than ever, THE ECONOMIST (21 April 2012), available at
http://www.economist.com/node/21553020.  Such a strategy also allows a company to say “We
don’t agree with our association on every topic,” even as the company uses shareholder money
to pay dues that support lobbying for laws that the company may or may not favor.

Whatever the strategy in a given instance, money laundering and Russia sanctions would
seem to be “significantly related” to a global financial institution such as Citigroup, yet the
Company’s letter concedes a lack of disclosures about lobbying through trade associations.

In light of these facts, can it truly be said that lobbying and involvement in the political
process are not “significantly related” to Citigroup’s business?  We respectfully submit that the
objective facts indicate otherwise.

5.  The assertions of Citigroup’s board do not address these points.

In light of these facts – which must surely be considered in any assessment of the “total
mix” of Citigroup’s participation in the political process – it is difficult to fathom the board of
directors’ conclusion that lobbying does not have a “significant” relationship to the Company’s
operations.  Indeed, the level of detail set forth in the Citigroup letter (at pp. 3-5) suggests that
the board does regard the issues raised by the Proposal as “significantly” related to Citigroup’s
business.  What is puzzling, therefore, is the board’s apparent view that objective facts of the sort
discussed above can be ignored as part of the “total mix.”  Unfortunately, the only specifics that
the Company offers tend to be argument by assertion based on the fact that the Company is
spending a relatively small amount of money, compared to the size of the Company’s
“operations.”  Consider the following points made in the Citigroup Letter (at pp. 4-5) and our
response thereto.

• “The Company’s Trade Association and Lobbying Expenditures Have Been
Insignificant.”  However, that assertion is based solely on the amount of dollars expended.

• “The Company’s Membership in Trade Associations and Lobbying Activities Have Not
Raised Significant Social or Ethical Issues for the Company.”  We are further told that the
Company has not experienced significant “boycotts, labor stoppages, consumer defections, or
other significant adverse impacts from its lobbying activities or trade association memberships.” 
To this point the best answer perhaps is “not yet, anyway,” but the Company’s response
overstates the issue.

 Moreover, the Company ignores the fact that trade association activity can be damaging
economically and reputationally.  In 2012 FINRA fined Citigroup and several other financial
institutions who were members of the California Public Securities Association (“Cal PSA”),
which FINRA described as “an association that engages in a variety of political activities
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including lobbying on behalf of companies seeking to influence California state government.” 
Fines and restitution were ordered because Citigroup and the other institutions sought
reimbursement of funds that they voluntarily paid to Cal PSA, arguing that these payments  
should be reimbursed as underwriting expenses from the proceeds of negotiated municipal and
state bond offerings.  A FINRA spokesperson was quoted as saying:  

“Issuers are entitled to know what they are paying for and why.  It was unfair for these
underwriters to pass along the costs of their Cal PSA membership to the municipal and
state bond taxpayers, neglecting to disclose that these costs were unrelated to the bond
deals.”

FINRA, News Release, FINRA Sanctions Five Firms $4.4 Million for Using Municipal and State
Bond Funds to Pay Lobbyists (27 December 2012) available at
http://www.finra.org/newsroom/2012/finra-sanctions-five-firms-44-million-using-municipal-and
-state-bond-funds-pay).

• “The Disclosure ‘Gap’ Sought to be Addressed in the Proposal is not Significant to the
Company’s Business.”  Here again there is just an assertion that the amounts of money and the
relationship are “not significant.”

• “The Company Does not Rely on Trade Associations for its Lobbying Activities.”  The
extent of that “reliance” is not made clear, and the statement is undercut by the next sentence,
which says that the Company does “most” of its lobbying itself and does “not solely” rely on
trade associations.  The Company does not expand on these points.

• “The Company Generally Does not Engage in Grassroots Lobbying.”  Here, as with the
last point “generally” is a huge qualifier that raises more questions than it answers.  Also, no
detail is given to explain the Company’s postion on grassroots lobbying, who oversees it or the 
criteria that warrant it.

• “The Company Does Not Allow Trade Associations to Make Independent Expenditures
Using the Company’s Funds.”  We are then told that “much of the public debate regarding trade
associations focuses on their independent expenditures.”  We are given no specifics as to how or
why that is the case, but as we discuss more fully in the next section, there is considerable public
interest in the role of trade associations in the legislative process even if member companies are
not making extra donations to be used for legislative purposes.

• “Lack of Investor Interest in the Company’s Lobbying Activities or Trade Association
Memberships.”  We are told that the Company receives fewer than 400 click-throughs a year as
to the pages containing the Company’s lobbying disclosures, compared to significantly higher
totals for the Company’s annual report, citizenship report and bylaws.  However, this point
ignores the level of shareholder interest in what is not now being disclosed.  The CtW Proposal
has been offered several times at Citigroup meetings in recent years and has polled at least one-
quarter of the yes/no vote.  Moreover a rulemaking petition that seeks systematic disclosure of
political and lobbying activities by registrants is on the Commission’s docket and has received 

http://www.finra.org/newsroom/2012/finra-sanctions-five-firms-44-million-using-municipal-and-state-bond-funds-pay
http://www.finra.org/newsroom/2012/finra-sanctions-five-firms-44-million-using-municipal-and-state-bond-funds-pay
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over one million favorable comments.  File No. 4-637,  Petition to require public companies to
disclose to shareholders the use of corporate resources for political activities (11 August 2011).

The Citigroup letter suggests that the board of directors has given a fair amount of
attention to a number of details.  The level of detail set forth in the Citigroup letter suggests that
the board does regard these issues as “significantly” related to Citigroup’s business, regardless of
the actual amount of dollars spent.  Any conclusion that these activities are not “significant” thus
appears not grounded in facts, but based on purely subjective judgments based on an assessment
of how much money is being spent.  The (i)(5) exclusion requires proof of much more.

B.  The issues here transcend Citigroup’s “ordinary business” operations.

Citigroup’s letter recites the familiar criteria for excluding a proposal under Rule 14a-
8(i)(7), and the letter focuses on alleged efforts at “micro-management.”  As a general response
to the charge of “micro-management,” we note the Division’s comments in STAFF LEGAL

BULLETIN 14H (2015), part C of which made it clear that “a proposal may transcend a
company’s ordinary business operations even if the significant policy issue relates to the ‘nitty-
gritty of its core business’” (internal citation omitted).   We submit that the issues here are
transcendent, as the Division has recognized for at least three decades now.  Citigroup’s effort to
prove otherwise is not persuasive.

At the outset, we note that the Division has uniformly believed for over 30 years that
issues pertaining to corporate lobbying transcend the “ordinary business” limitation in Rule 14a-
8(i)(7), provided that a proposal deals with general policy issues and not a company’s position
on a given bill or issue.  Consider, for example, the letter in American Telephone & Telegraph
Co. (11 January 1984), 1984 WL 47194, where the proposal sought a report of expenditures
regarding “a political campaign, political party, referendum or citizens' initiative, or attempts to
influence legislation.   In rejecting an “ordinary business” defense, the Division stated: 

The Company's statement that it does “legitimately incur expenses in order to attempt to
assure a legislative climate solicitous to the needs of the Company's business” does not
provide a sufficient basis to permit a determination that the Company's activities are
limited to those relating to specific referenda or lobbying activities that relate directly to
the Company's ordinary business rather than general political activities. Accordingly, we
do not believe that the management has demonstrated that the proposal would relate
solely to the Company's ordinary business.

Has anything changed since then?  The answer is “no.”  In International Business Machines
Corp. (24 January 2011), the company sought to omit essentially the same proposal at issue here,
but the Division denied relief on “ordinary business” grounds.  The Division explained:  “In our
view, the proposal focuses primarily on IBM's general political activities and does not seek to
micromanage the company to such a degree that exclusion of the proposal would be
appropriate.”  Numerous no-action letters over the years are to the same effect.

The logic behind the IBM letter applies with equal force here, and to avoid repetition we
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incorporate by reference the proponent’s defense of that proposal.6  The proponent there noted
not only that lobbying and political activities had historically been viewed as a transcendent
issue, even if it involved a company’s goods or services.  Moreover, academic research has
posited that for business decisions that are truly “ordinary,” the interests of shareholders and
managers will likely be sufficiently aligned that shareholders will not need disclosure.  Bebchuk
and Jackson, Corporate Political Speech: Who Decides?, 124 HARV. L. REV. 83 (2010). 
However, as to issues where those interests may diverge – executive compensation being a
notable example – disclosure is warranted.  With respect to political matters, the concern is that
spending decisions may reflect the views of managers and directors that are exogenous to firm
performance.  Moreover, any negative shareholder reactions may be blunted if funds are sent to
third parties, such as trade associations, to act as the public voice on an issue.

The debate over direct and indirect lobbying became particularly pronounced at about the
same time, with aggressive corporate and trade association lobbying to defeat or weaken
legislation that became the Dodd-Frank Act and the Affordable Care Act.7  The 2010 U.S.
Supreme Court decision in Citizens United v. FEC also focused public attention on the ability of
lobbyists to spend significant amounts of money on advertising that would inform an elected
official’s constituents as to his or her position on an issue of interest to an association or its
members.

Here in 2018, and despite well publicized calls to “drain the swamp,” there is no
indication that the situation has changed for the better, as exemplified in recent media coverage
regarding corporate lobbying and participation in the political process.  Consider the following: 

General media coverage highlights lobbying as a growth area for corporations.

• How Corporate Lobbyists Conquered American Democracy, THE ATLANTIC (20 April
2015) (Exhibit 6, PDF pp. 83-88), accessed at https://www.theatlantic.com/business/archive/
2015/04/how-corporate-lobbyists-conquered-american-democracy/390822/ (noting how there
are 20 lobbyists for every Member of Congress and how the amount of money reported on
lobbying expenses exceeds the combined budget for the House and Senate)

• Why Is Google Spending Record Sums on Lobbying Washington, THE GUARDIAN (30
July 2017), available at https://www.theguardian.com/technology/2017/jul/30/google-silicon-
valley-corporate-lobbying-washington-dc-politics:  

For years, banks, oil companies and defense contractors dominated the Washington
lobbying business. Because controlling government regulation and government contracts
was key to their business success, shareholders saw the expenditure of millions a year on
lobbyists and political contributions as an unavoidable cost of doing business. . ..

6 The pertinent portions of the proponent’s letter are pages 8-13 of the PDF version carried on the Division’s web
page for 2011 no-action letters, https://www.sec.gov/divisions/corpfin/cf-noaction/2011_14a-8.shtml. 

7 Indeed, as noted earlier (at p. 11), Citigroup’s efforts to weaken Dodd-Frank legislatively continued for at least four
years after the bill had been signed into law – and with negative media coverage of the Company.

https://www.theguardian.com/technology/2017/jul/30/google-silicon-valley-corporate-lobbying-washington-dc-politics
https://www.theguardian.com/technology/2017/jul/30/google-silicon-valley-corporate-lobbying-washington-dc-politics
https://www.sec.gov/divisions/corpfin/cf-noaction/2011_14a-8.shtml
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Now, with a real threat of antitrust and privacy regulation on the horizon, Google has
come to the same conclusion those earlier industries did – that controlling Washington
politicians and regulators is a cost of doing business.

• Scipioni, Amazon is Now the Biggest Corporate Lobbyist in Washington, FOX BUSINESS

(16 October 2017) (Exhibit 6, PDF pp. 89-90), accessed at www.foxbusiness.com/features/
2017/10/16/amazon-is-now-the-biggest-corporate-lobbyist-in-washington.html.

• How to Get Rich in Trump’s Washington, THE NEW YORK TIMES MAGAZINE (30
August 2017), available at
https://www.nytimes.com/2017/08/30/magazine/how-to-get-rich-in-trumps-washington.html
(noting that there are 20 lobbyists for every Member of Congress and that “[m]any companies
were coming to the conclusion that on complex issues like tax reform, their energies were better
directed at lawmakers on Capitol Hill — and their money better spent at the traditional lobbying
firms stocked with ex-lawmakers and their former aides.”)

The Tax Cuts and Jobs Act prompts considerable additional public scrutiny.

• U.S. lawmaker acknowledges corporate lobbying helped derail border tax, REUTERS

(19 July 2017), available at
https://www.reuters.com/article/us-usa-congress-brady-lobbying/u-s-lawmaker-acknowledges-co
rporate-lobbying-helped-derail-border-tax-idUSKBN1A422H (quoting chairman of House Ways
and Means Committee).

• Vogel and Tankersley, With Billions at Stake in Tax Debate, Lobbyists Played
Hardball, THE NEW YORK TIMES (15 December 2017), available at
https://www.nytimes.com/2017/12/15/us/politics/lobbyists-tax-overhaul-congress.html?_r=0
(discussing lobbying by individual companies and business trade associations, including the
Chamber of Commerce and Business Roundtable; Citigroup is a member of both).

Membership in trade groups that lobby against a member’s views remains controversial.

• Natter, Paris Pullout Pits Chamber Against Some of its Biggest Members, BLOOMBERG

(9 June 2017) (Exhibit 9, PDF pp. 91-95), accessed at
https://www.bloomberg.com./news/articles/2017-06-09/paris-pullout-pits-chamber-against-
some-of-its-biggest-members.  The article reported as President Trump “mulled whether to exit
the Paris climate accord, companies as varied as Dow Chemical Corp., Exxon Mobil Corp. and
Citigroup Inc. prodded him to stay in”; in announcing his decision, he “cited research from one
business behemoth that’s issued a steady stream of criticism to the Paris deal, the U.S. Chamber
of Commerce that counts all three companies as members”).  The article notes that the Chamber
“spent nearly $104 million on lobbying” in 2016, “making it the top lobbying spender among
3,734 groups tracked by the Center for Responsive Politics.”  A Citigroup spokesperson is
quoted as saying “We have been outspoken in our support for the Paris agreement and have had
a dialogue with the Chamber about how its views and advocacy on climate policy are
inconsistent with Citi’s position.”  

https://www.nytimes.com/2017/08/30/magazine/how-to-get-rich-in-trumps-washington.htm
https://www.reuters.com/article/us-usa-congress-brady-lobbying/u-s-lawmaker-acknowledges-corporate-lobbying-helped-derail-border-tax-idUSKBN1A422H
https://www.reuters.com/article/us-usa-congress-brady-lobbying/u-s-lawmaker-acknowledges-corporate-lobbying-helped-derail-border-tax-idUSKBN1A422H
https://www.nytimes.com/2017/12/15/us/politics/lobbyists-tax-overhaul-congress.html?_r=0
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• Hakim, U.S. Chamber Out of Step With Its Board, Report Finds, THE NEW YORK TIMES

(14 June 2016) (Exhibit 9, PDF pp. 96-98), accessed at https://www.nytimes.com/2016/06/15/
business/us-chamber-of-commerce-tobacco-climate-change.html  (reporting that “None of the
108 board members of the U.S. Chamber of Commerce came forward to explicitly support the
lobbying group’s policies on tobacco and climate change, according to a new report from a
group of eight Senate Democrats).

The Company’s letter does not respond to any of these points, but serves up the same
bullet points set out in the prior discussion regarding the (i)(5) exclusion.  We thus rely on the
points made there, as well as the additional observations here, to say that Citigroup’s activities in
this area continue to raise issues that transcend “ordinary business” operations.

*     *     *
There is a final point that textualists in particular may wish to consider.  In 1993

Congress amended section 162(e) of the Internal Revenue Code to exclude the lobbying
activities described in the Proposal from the list of items that a company could deduct as an
“ordinary and necessary trade or business expenses paid or incurred during the course of a
taxable year.”  Differently put – and apart from all of the considerations listed above – Congress
decided years ago that lobbying is not an “ordinary” (or “necessary”) part of a company’s
business, such that the costs can be deducted from a company’s federal (and possibly state) 
taxes.  Thus, lobbying is a cost that is ultimately borne by shareholders, who thus have a stake in
knowing how a company spends shareholder money on such a non-“ordinary” activity.

Conclusion

For the foregoing reasons CtW Investment Group respectfully requests that Citigroup’s
request for no-action relief be denied.

Thank you for your consideration of these points.  Please do not hesitate to contact me if
there is any further information that we can provide.

Very truly yours,

  Cornish F. Hitchcock
Cornish F. Hitchcock

cc: Shelley J. Dropkin, Esq.
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