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Executive Summary

Globally, the fossil fuel industry has
been deeply involved in political
debates on climate change and
the development of effective
climate policies. Unfortunately,
this involvement has rarely been
supportive of rapid action on
climate change.r Even after the
adoption of the Paris Agreement in
2015, some parts of the Canadian
oil & gas industry have actively
lobbied policymakers to block, delay
and weaken federal and provincial
attempts to transition towards a
low-carbon economy.:

1 Influence Map. Big Oil’s Real Agenda on Climate Change.
March 2019, available at: https://influencemap.org/

ment-382122759580021196dae3h76220bddc;

2 Graham Nicolas, et al. Big Oil’s Political Reach: Mapping fossil fuel lob-
bying from Harper to Trudeau. November 2019, online: hitps://www.

0 0

po itical-reach

The millions of dollars spent on lobbying by the sector have delayed or
undermined climate regulation, even though many firms have publicly stated their
commitment to tackling climate issues and engage in efforts to reduce emissions.

Afailure to reach the Paris Agreement’s climate goals will result in massive costs that will ultimately be
paid by investors and society as a whole. While investors might seek shelter by avoiding investments in
specific sectors or asset classes, they cannot “opt-out” of the effects of climate change across their whole
portfolios. Therefore, investors have a clear interest in the development of effective climate policy and
requlation. They are increasingly seeking evidence of responsible climate-related lobbying practices and
raising expectations for lobbying transparency.

SHARE benchmarked 22 companies listed in the S&P/TSX Capped Energy Index (TTEN) and analyzed
these companies on their climate lobbying disclosure. The index reached $145 billion of market
capitalization at the end of 2019. Together, these companies constitute a representative sample of the
Canadian oil & gas industry from an investor perspective, and what we have learned can help guide
investor-company dialogue on responsible climate lobbying activity across the sector.

The results leave investors with unanswered yet urgent questions about the extent and content of most
companies’ climate-related lobbying activity:

o All companies analyzed have participated in direct or indirect lobbying activities to influence policy
outcomes at the federal or provincial level.

* Alarge majority of the companies scored poorly on our indicators and failed to provide salient infor-
mation.

e Only a few companies dedicated a section of their website or other regular disclosures to their cli-
mate lobbying activities. The majority of companies we analyzed provided this information through
proprietary third-party reporting platforms. Information was often incomplete and selective.

o Zero out of 22 companies disclosed their overall spending on lobbying. Only three companies have
disclosed amounts related to their membership in industry associations.

e 16 out of 22 companies disclosed a comprehensive list of their memberships to industry associations
either on their website or in corporate documentation or via a third-party reporting platform. Out of
the eleven companies that are active with direct lobbying, just five of them acknowledged their direct
lobbying activities.

The lack of transparency associated with the concentration of political lobbying through industry
associations makes it even more difficult for investors to determine whether there is alignment between
a company’s public positions and the lobbying activities they support.

This report provides investors with an overview of the climate lobbying disclosures in the Canadian oil
& gas industry. The findings should both allow investors to perform due diligence and to engage with
investee companies. It also provides companies with a reporting framework and examples of industry
best practices to help them improve their climate lobbying disclosure over time.
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Investor Expectations
for Climate Disclosures
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1.1 Climate change is an environmental
and social crisis. It is also a fiduciary problem

Climate change is a global challenge that requires a rapid response from a braod range of
actors to limit its profound impact on the planet and broader economic system. Since the
adoption of the UN Framework Convention on Climate Change in 1992, many countries have
developed adaptation and mitigation policies to tackle climate change.

Recent climate forecasts reveal that the failure to keep the global temperature rise well
below a limit of 2 degrees Celsius relative to preindustrial levels will have disastrous impacts
on the planet. These include mass species extinction, ocean level rise, extreme temperature
fluctuation, flooding, drought, fires, and hurricanes. Uncontrolled climate change will

also cause widespread social disruption, including health impacts, famine, and the largest
human displacement in recorded history — with associated consequences of rising inequality
and, political instability.®

3 Valérie Masson-Delmotte, et al. Global Warming of 1.5 degrees C: An IPCC Special Report on the impacts of
global warming of 1.5°C. Intergovernmentul Panel on Climate Chunge 2019, available at: https://www.ipcc.



Climate change is not only a social and environmental problem, but it is also a promoting higher standards and practices at a company-level.” By providing

fiduciary and investment problem in which investors have a prevalent role to an adequate level of information on their actions to adapt and mitigate climate
play.” There is a growing consensus that climate change represents a material change-related risks, companies enable investors to make informed investment
risk to businesses and threatens shareholder value in the medium and long term.® decisions in accordance with their fiduciary duty.

The failure to meet Paris Agreement targets would put institutional investors’
portfolios and the economy upon which they depend at risk.

That's why the assessment of climate risk exposure in portfolio management is
rapidly becoming a prevailing norm among investors.® Investors are increasingly
expecting companies to report on plans to limit their carbon emissions and
transition towards a low carbon economy.” Pension investors acting as fiduciaries,
for example, carry a duty of care and of loyalty to their beneficiaries as rooted

in Canadian law® and that of many other jurisdictions.? Fiduciaries are required

to make prudent investment decisions and act in the best interest of their
beneficiaries. Recent scholarship has made clear that the fiduciary duty requires
institutions to consider the effects of climate change as part of their investment
processes, through risk-and-opportunities analysis and, where relevant, by

4  Mercer. Investmg in a Time of Chmate Change: The sequel 2019. Mercer 2019, ava:lable at: hitps#

mj_tlmemhmgieihunge;ummampdi Sarra, Janis P. ”Flducmry Obllgatlons in Business und
Investment: Implications of Climate Change”. 2018, available at: https://commons.allard.ubc.ca/
cqgi/viewcontent.cqgi?article=1483&context=fac_pubs

5 TCFD. Task Force on Climate-related Financial Disclosures. 31May2079 available at: https://www.fsh-
; Dietz, Simon,
etal. “’Cllmute Value at Risk” of Global Flnancml Assets.” Nature C//mate Change, vo/ 6, no. 7, 2016,
pp. 676-679

6 Krueger, Philipp, et al. “The Importance of Climate Risks for Institutional Investors.” Review of
Financial Studies, vol. 33, no. 3, 2020, pp. 1067-1111.; Covington Howard, et al. “How Should Investors
Manage Climate-Change Risk?” Rotman International Journal of Pension Management, volume 7,
issue 2, 17 September 2014

7 Rubin Gabriel T. “Show Us Your Climate Risks, Investors Tell Companies”. The Wall Street Journal,
28 February 28 2019, available at:

https://www.wsj.com/articles/show-us-your-climate-risks-inves-
tars-tell-companies-11551349800; Caroline Flammer. “Shareholder activism and firms’ disclosure of
their exposure to climate change risks”. UNPRI 25 November2019 available at: https://www.unpri.

risks/5142.article; Eccles, Robert G, und Svetlana Klimenko. "The Investor Revolutlon Harvard
Business Review, vol. 97, no. 3, 2019, pp. 106-117.; Solomon, Jill F, et al. “Private Climate Change
Reporting: An Emerging Discourse of Risk and Opportunity?” Accounting, Auditing & Accountability
Journal, vol. 24, no. 8, 2011, pp. 1119-1148.

8 Miller, Paul B. “A Theory of Fiduciary Liability.” Mcgill Law Journal, vol. 56, no. 2, 2011, pp. 235-288.
10 Sarra, Janis P. “Fiduciary Obligations in Business and Investment: Implications of Climate Change”.

9  UNEPFI. Fiduciary Duty in the 21st Century. 2019, available at: https://www.unepfi.org/investment/ 2018, available at: https://commons.allard.ubc.ca/cgi/viewcontent.cgi?article=1483&scontext=fac_
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1.2

Climate change policy is
also an investor concern

The scale of the challenge climate change represents for the stability of
financial markets and the global economy also requires institutional investors
to address government and regulatory policy to protect their fiduciary
interests.

Unchecked, global warming threatens investors through physical risk to
infrastructure, supply chains, social disruption, political uncertainty, and
labour disruption, among other factors.” These potential impacts, known

“unhedgeable risks,” cannot be addressed through asset selection or
divestment alone. They compel institutional investors to engage policymakers
and companies to push for more effective climate policy to limit systemic risks
for the medium and long-term performance of their investments.'

While responsible investors organize to protect their long term interests, some
oil & gas industry actors continue to advocate for weaker climate requlation
that preserve the sector’s short-term interests.”™ As governments begin to

act to tackle global warming, companies have been involved in a flurry of
lobbying to influence policy outcomes.

11 Mercer. Investlng ina T/me ofCIlmate Change 2015, ava/lable at: hﬂpimuu.icgtgmm[

12 Forinstance, in 2018 a coalition of 631investors representing over USD $37 trillion in
asset under management signed the “Global investor statement to governments on cli-
mate change” urging governments to implement ambitious policies to achieve the Paris
Agreement goal. Statement available at: https://www.iigcc.org/media/2019/12/191201-
GISGCC-FINAL-for-COP25-007.pdf

13 Influence Map. Big Oil’s Real Agenda on Climate Change. March 2019, available at:

ment-38212275958a021196dae3b76220bddc; Graham Nicolas, et al. Big Oil’s Political Reach:
Mapping fossil fuel lobbying from Harper to Trudeau. November 2019, online: https://www.
policyalternatives.ca/publications/reparts/hig-0il%E2%80%99s-poalitical-reach; Brulle,
Robert J. “The Climate Lobby: A Sectoral Analysis of Lobbying Spending on Climate Change in
the Usa, 2000 to 2016.” Climatic Change : An Interdisciplinary, International Journal Devoted
to the Description, Causes and Implications of Climatic Change, vol. 149, no. 3-4, 2018, pp.
289-303.; Evers-Hillstrom Karl and Raymond Arke. “Fossil fuel companies lobby Congress on
their own solutions to curb climate change”. OpenSecrets. 17 May 2019, available at: https://
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Stakeholder input and consultation, including from corporations, can improve
government decision-making by facilitating a bottom-up flow of information
and improving regulatory effectiveness. However, corporate lobbying can
lead to undue influence, unfair competition, and requlatory capture, to the
detriment of the public interest and effective requlation.” Poor lobbying
practices and oversight can also generate business risks, especially when they
are not consistent with the companies’ expressed goals and strategy, and run
contrary to the interests of shareholders."

Thanks in part to the advocacy and engagement of SHARE and other
responsible investment groups and the example set by leading companies,

a growing number of Canadian oil & gas companies have adopted stronger
oversight and reporting practices of their climate risks and clarified their
positions on climate change. At the same time, some companies and industry
associations are privately lobbying to promote substandard climate policies
and forestall regulations.

Companies may support lobbying both directly and indirectly. Direct
lobbying includes direct political advocacy by the company, its officers, or its
representatives such as consultant lobbyists. An even more substantial lobby
is indirect lobbying by industry-financed associations, think-tanks and other
third-party organizations, such as the Canadian Association of Petroleum
Producers (CAPP).'

Both direct and indirect climate lobbying activity has attracted interest
from investors, who are asking companies to demonstrate that they have
appropriate policy and governance systems in place to ensure that all

14 OECD. Lobbyists, Governments and Public Trust. Volume 3, Implementing the OECD Principles

for transparency and integrity in lobbying, 2014, available at: https://www.oecd.org/gov/eth-

15 UNPRI. Converging on Cllmate Lobbylng Aligning corporate practice with /nvestor expectatlons.
2018, available at: -

bying.pdf

16 The UN Global Compact’s Guide for responsible corporate engagement in climate policy
identifies two categories of corporate influence on policy: “direct engagement” and “indirect in-
fluence.” While direct engagement refers to the attempts to influence policy outcomes through
direct communication with policymakers or government officials, indirect influence refers to
efforts to alter policy outcomes through campaigns targeting public opinion or third-party politi-
cal advocacy. See: UNGC. Guide for responsible corporate engagement in climate policy. 2013,
available at: https://d306pr3pise04h.cloudfront.net/docs/issues doc%2FEnvironment%2Fcl
imate%2FGuide Responsible Corporate Engagement Climate Policy.pdf



lobbying activities align with investor interests."” In 2019, for example, SHARE
collaborated with a coalition of 200 institutional investors led by BNP Paribas,
CalPERS and CalSTRS and representing more than US$6.5 trillion in assets, urging
47 of the largest US emitters to align their climate lobbying with the goals of the
Paris Agreement, providing a list of investor expectations for carbon-intensive
industries when engaging policymakers on the topic of climate change.™

In the 2020 proxy season, investors (including SHARE's clients) filed at least 38
shareholder proposals about political activities in the US, and several resolutions
that specifically addressed climate lobbying. Investors asked oil & gas companies
like ExxonMobil, Phillips 66 and Chevron to align their lobbying activities with the
Paris Agreement goals.

Domestically, SHARE has been engaging with 23 Canadian energy companies to
ask them to provide greater transparency in line with the investor expectations on
climate lobbying and industry best practice.”

17 Cameron Tracey. “Increasingly concerned with the climate crisis, investors focus on lobbying,
governqncethls AGM seoson” Respon51ble Investor, 26 May2020 ava/lable at: https ZZWWW

Grady Barbara. “A Call by Investors on US Companles to
Al|gn Cllmate Lobbying W|th Paris Agreement”. Harvard Law School Forum on Corporate Governance

75( October 2019 available at: https://carpgov low harvard edu/2019/10/01/a-call-h: tors-on-us- limate-lobh: th-paris-agreement

18 Investor Expectatlons on Corporote Cllmate Lobbymg Avmlable at: hﬂpsmmunpu.angl

19 Sarah Couturier-Tanoh. “Why SHARE is engaging with oil & gas companies on climate change

lobbying”. SHARE, 15 October 2019, available at: https://share.ca/engaging-oil-gas-companies-
climate-change-lobbying/
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Climate lobbying
in the Canadian
oil & gas industry
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2.1

Outsized influence: Direct lobbying

The OECD uses the following definition. Lobbying refers to:

the specific efforts to influence public decision making either by press-
ing for change in policy or seeking to prevent such change. It consists
of representations to any public officeholder on any aspect of policy
or any measure implementing that policy, or any matter being con-
sidered, or which is likely to be considered by a public body.>

Lobbying tactics have become more sophisticated over time and can take different forms.
The Canadian oil & gas industry has actively lobbied policymakers to shape legislation

and requlation both before and after Canada’s Paris commitments.? Between 2011 and
2018, the Canadian fossil fuel sector recorded significantly more lobbying activities than
any other industry at the federal level. As an illustration, the five most active Canadian

oil & gas industry associations have together lobbied the federal government at rates
thirty times higher than renewable energy industry associations and five times higher than
environmental NGOs.

20 OECD. Lobhyists, Governments and Public Trust. Volume 1, Increasing Transparency through Legislation, OECD
Publishing, 2009, Paris

21 Graham Nicolas, et al. Big O/IsPolItlcalReach Mappmg fosstlfuellobbymg from Harperto Trudeau November
2019, online: https: ) - [ ) )




2.2

Opaque Industry Associations
Dominate Lobby Activity

While larger companies have sufficient in-house and consultant resources to
engage with policymakers directly and set their own political agendas, most
companies complement this effort with collaborative lobbying efforts that allow
them to pool resources with other actors. This can also significantly reduce
transparency.

Companies tend to coordinate their political advocacy efforts through industry
associations and other special interest groups.?> Companies see their membership
as a less costly alternative to advance industry-specific issues.?* In addition,
industry associations provide a powerful and unified message on behalf of the
sector, while shielding individual companies from potential public backlash.

In Canada, five industry associations and five companies account for 65 percent of
political advocacy activities in the oil & gas industry at the federal level. According
to the Canadian Centre for Policy Alternatives, the Canadian Association of
Petroleum Producers (CAPP), the Canadian Gas Association (CGA), the Canadian
Energy Pipeline Association (CEPA), the Petroleum Services Association of Canada
(PSAC) and the Mining Association of Canada (MAC) account for approximately 40
percent of all lobbying contacts made by the industry between 2015 and 2018.%*
Suncor Energy, TC Energy, Enbridge, Encana and Imperial Oil account for another
approximately 25 percent of all lobbying contacts made by the industry during
the same period.* Through their collaboration on behalf of a large number of
companies, industry associations play an essential role in setting the Canadian
fossil fuel industry agenda on climate change.

22 Drutman, Lee. The Business of America Is Lobbying : How Corporations Became Politicized and
Politics Became More Corporate. Oxford University Press, 2015

23 UNPRI. Converging on Climate Lobbying: Aligning corporate practice with investor expectations. 2018,
available at: : i i i i

24 Graham Nicolas, et al. Big Oil’s Political Reach: Mapping fossil fuel lobbying from Harper to
Trudeau. November 2019, online: https://www.palicyalternatives.ca/publications/reports/hig-
0il%E2% 80%995'DQ itical-reach

25 Ibid.
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Canadian firms involved in direct and indirect lobbying

Our research indicates that out of the 22 companies analyzed, 11 companies were involved in direct lobhying activities at the federal or provincial
level in 2019 and at least 21 companies participated in indirect lobbying through their membership in an industry association.

Public lobbbyist registries from the federal and Alberta governments show that a large majority of companies that participated in direct lobbying
activities attempted to influence climate-related policies or requlations (see table below).

Companies Active ‘ Jurisdi Memberships in trade association
ARC Resources Ltd no Alberta NA Climate Yes
Baytex Energy Corp. yes No information 2019 No information Yes
Canadian Natural Resources Limited yes Canada, Alberta 2019 Climate Yes
Cenovus Energy Inc yes Canada, Alberta 2019 Climate Yes
Crescent Point Energy Corp. yes International 2019 No information Yes
Encana Corporation yes Canada, Alberta 2019 Climate Yes
Enerflex Ltd no NA NA NA Yes
Enerplus Corporation no NA NA NA Yes
Freehold Royalties Ltd no NA NA NA Yes
Frontera Energy Corporation yes International 2019 No information No information
Husky Energy Inc yes Canada, Alberta 2019 Climate Yes
Imperial Oil Limited yes Canada, Alberta 2019 Climate Yes
MEG Energy Corp. yes Canada, Alberta 2019 Climate Yes
Parex Resources Inc no NA NA NA Yes
PrairieSky Royalty Ltd no NA NA NA Yes
Secure Energy Services Inc no NA NA NA Yes
Seven Generations Energy Ltd yes Canada, Alberta 2019 Climate Yes
ShawCor Ltd no NA NA NA Yes
Suncor Energy Inc yes Canada, Alberta 2019 Climate Yes
Tourmaline Qil Corp. no NA NA NA Yes
Vermilion Energy Inc no NA NA NA Yes
Whitecap Resources Inc no NA NA NA Yes

/ CLIMATE LOBBYING IN THE CANADIAN OIL & GAS SECTOR



2 .4 Industry Agenda at odds
with Paris commitments

Since signing the Paris Agreement, the Government of Canada has
committed to reducing its GHG emissions by 30% below 2005 levels by
2030 and announced its intention to develop a plan toward net-zero
emissions by 2050.*°

Our research indicates that the oil & gas industry primarily
concentrated its lobbying efforts on three key aspects of the
Canadian climate strategy:

1. Environmental impact assessment;
2. Methane emissions; and
3. Carbon pricing.

Industry arguments on each of these issues have generally focused on the
requlatory burden and high compliance costs, the impact on competitiveness,
and the protection of jobs. Each of these arguments are a legitimate concern for
investors and policymakers. However, in our view, industry lobbyists often fail to
account for the countervailing cost of an unchecked climate crisis on economic
growth and employment, and rarely offer viable alternative models for how
Canada can meet its Paris Agreement commitments. Without endorsing any
particular policy solutions pursued by federal or provincial reqgulators, we simply
note that investors are not well-served by lobbying that primarily serves to stall
progress on the climate transition.

26 Canada. “Canadian Environmental Sustainability Indicators: Progress towards Canada’s greenhouse

gas emissions reduction target”. [2019] Available at:_https://www.canada.ca/en/environment-
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Indexing Climate
Lobbying: Methodology
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Objective

This report examines the level of transparency and quality of disclosure provided by a
selection of Canadian oil & gas companies listed in the the S&P/TSX Capped Energy Index
(TTEN). #” Our report analyzes the disclosure made publicly available by the companies we
assessed as well as provided through private or institutional reporting platforms.

27 Note: the companies benchmarked reflect the constituency of the S&P/TSX Energy Index on October 18, 2019.
While 24 companies were listed in the Index on that day, we chose to remove the two only companies (Gran
Tierra Energy Inc. and Pason System Inc.) that don‘t appear to have participated in lobbying activities in 2018
and 2019.

28 Note: these platforms include companies’ individual 2019 CDP Climate Change questionnaire responses (the
CDP is a UK-based organization that supports companies, cities, states and regions to measure and manage
their risks and opportunities on a broad range of environmental topics, including climate change. Each year,
some companies are invited to provide data and information about their carbon footprint through a com-
prehensive questionnaire. It also includes questions related to political engagement), the Alberta Lobbyist
Registry, the Canadian Federal Registry of Lobbyists and The Center for Responsive Politics Opensecrets.org
database.



3.2 Themes, categories and criteria

SHARE reviewed relevant disclosures from the 22 Canadian oil & gas
companies listed in the TSX 60 Capped Energy Index. Our review of
public disclosures looked at six themes broken down into 14 categories.

These categories and themes are based on the Investors Expectations on
Climate Lobbying*® and the PRI guide for responsible climate lobbying. *°

The categories follow a set of criteria awarding one or more points each
depending on the weight associated with each factor.

Companies have been evaluated based on the following themes:

1. Position on climate change: Has the company publicly endorsed
the Paris Agreement and clarified its stance on climate change policy?

2. Governance: Has the company disclosed information about policy,
oversight and monitoring systems as well as procedures in place to
guide its climate political advocacy activities?

3. Direct lobbying: Has the company disclosed information about its
approach to direct lobbying?

4.Indirect lobbying: Has the company disclosed information about its
approach to indirect lobbying, especially regarding its memberships
to industry associations?

5. Political spending: Has the company reported its annual lobbying
expenses?

6.Alignment: Has the company disclosed information about proce-
dures in place to ensure the alignment of its lobbying activities with
the Paris Agreement goals and its climate-related position?

A complete breakdown of scoring is included in Appendix 1

29 Investor Expectations on Corporate Climate Lobbying. Available at:_https://www.
GB.pdf

30 UNPRI. Converging on Climate Lobbying: Aligning corporate practice with investor
expectations. 2018, available at: https://www.unpri.org/Uploads/g/v/q/PRL_Con-

3.3

Scope

The companies selected include petroleum producers, pipeline
operators, or transportation services, among others. The range of
activities represented in our analysis allows us to draw conclusions that
are not only reflective of the state of practice in the Canadian oil & gas
industry but also relevant to investors with diversified portfolios in the
oil & gas sector.

SHARE reached out to all of the benchmarked companies in January
2020 and invited them to review our initial findings. We provided an
opportunity for the companies to clarify their disclosure and to commit
to addressing some of the gaps identified in the report. Many companies
offered further information based on our inquiries in January 2020.
Where appropriate, findings were adjusted.

For additional details regarding the themes, categories and scoring

methodology, see Appendix 1.
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Oil & gas lobbying disclosure
leaves investors with more
questions than answers

The 22 companies we analyzed scored an average of 24% across all
categories. This low average scoring reflects the poor quality of disclosure
relating to climate lobbying in the Canadian oil & gas sector. Suncor is
the only company to have scored above 50%. Freehold Royalties Ltd. is
the only company that scored 0 percent (see Table 1).

The results show that the top three rated companies stand out from
the rest of the companies analyzed, in terms of both the existence and
quality of disclosure.

15 / CLIMATE LOBBYING IN THE CANADIAN OIL & GAS SECTOR

Company Ranking

Figure 1 Company ranking based on overall score
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CATEGORY COMMENT

20 companies out of the 22 analyzed provided information about their position on climate change or oversight
of climate-related risks. However, only four of them specified their position regarding the Paris Agreement.

Position on climate change 56% 21%

11 companies out of the 22 analyzed provided information about the governance system they put in place to
Governance 65% 22% regulate their lobbying activities. Only three companies have disclosed comprehensive lobbying policy that
addresses indirect lobbying, direct lobbying and political donations31.

Only five companies out of the 22 analyzed provided information about their direct lobbying activities. Suncor
Direct Lobbying 42% 10% Energy Inc and Canadian Natural Resources Ltd are the only companies that disclosed a comprehensive
overview of their direct engagement with policymakers.

19 companies out of the 22 analyzed provided names of industry associations they belong to, and 17 of them

. . 0 o
[elieEs el e, 100% 82% provided a comprehensive list of industry association memberships.

No company disclosed the overall amount spent on lobbying activities or the total amount paid to industry
Spending 1% 3% associations. Only four companies (Suncor Energy Inc, Cenovus, Imperial Oil and Crescent Point Energy) out of
the 22 analyzed specified a threshold to disclose their industry association memberships.

12 companies out of the 22 analyzed provided information on the processes in place to ensure that their
Alignment 31% 13% lobbying activities are consistent with their position on climate change or stance regarding the Paris
Agreement.

31 Direct political contributions are a waning concern in Canadian jurisdictions, with corporate and union contributions banned in the federal jurisdiction, as well as Ontario, Quebec, British Columbia, Alberta, Manitoba
and Nova Scotia. Direct contributions from corporations are still a concern in some Canadian jurisdictions, most notably, Saskatchewan, where unlimited donations are still permitted; as well as in the United States.
Canadian political finance laws across jurisdictions still leave significant leeway for “third-party” spending, with relatively lax limits and disclosure requirements.

Table 1 Highlights of findings by theme
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Indirect

Companies Climate Position Governance Direct Lobbying Lobbying YOG R Il Weighted Total in %
Suncor Energy Inc. 63% 83% 100% 100% 17% 58% 70%
Husky Energy Inc. 58% 50% 25% 100% 0% 25% 47%
Cenovus Energy Inc. 46% 61% 0% 100% 17% 8% 46%
MEG Energy Corp. 17% 67% 0% 100% 0% 25% 39%
Encana Corporation 21% 69% 25% 100% 0% 0% 38%
Vermilion Energy Inc. 33% 42% 25% 100% 0% 25% 38%
Imperial Oil Limited 46% 19% 0% 100% 17% 0% 32%
Canadian Natural Resources Limited 46% 0% 50% 100% 0% 17% 29%
Crescent Point Energy Corp. 4% 31% 0% 100% 17% 17% 25%
Whitecap Resources Inc. 17% 33% 0% 100% 0% 0% 25%
Enerplus Corporation 17% 0% 0% 100% 0% 25% 19%
ARC Resources Ltd. 17% 0% 0% 100% 0% 17% 18%
Seven Generations Energy Ltd. 17% 17% 0% 50% 0% 17% 18%
Frontera Energy Corporation 17% 0% 0% 100% 0% 0% 15%
PrairieSky Royalty Ltd. 4% 0% 0% 100% 0% 25% 15%
Baytex Energy Corp. 17% 0% 0% 100% 0% 0% 15%
Tourmaline Oil Corp. 17% 0% 0% 50% 0% 17% 13%
Parex Resources Inc. 4% 0% 0% 100% 0% 0% 1%
Secure Energy Services Inc. 0% 0% 0% 100% 0% 0% 10%
Enerflex Ltd. 0% 17% 0% 0% 0% 0% 5%
ShawCor Ltd. 10% 0% 0% 0% 0% 0% 3%
Freehold Royalties Ltd. 0% 0% 0% 0% 0% 0% 0%
Average overall 21% 22% 10% 82% 3% 13% 24%
Average Top 3 56% 65% 42% 100% 1% 31% 54%
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Finally, we observe a relative correlation
between companies’ size and disclosure
performance.

Not surprisingly, companies with larger market capitalization
tend to score higher than their smaller competitors (see Table
3). This trend can be explained in part by the fact that larger
companies are more likely to participate in direct lobbying
either through staff or consultants and face greater public
scrutiny than their smaller counterparts. Large companies
also tend to have more capacity for public and investor
reporting. Lastly, the largest companies are subject to the
most investor scrutiny. Among the five largest companies
benchmarked, Suncor Energy (70%), Husky Energy (47%),
Cenovus Energy (46%) achieved the highest overall scores.
On the other hand, Imperial Oil (32%) and Canadian Natural
Resources Limited (29%) performed lower than what would
be expected from similar size firms. Three of those companies
have received formal shareholder proposals on lobbying
disclosure (two of them from SHARE), and the other two have
engaged constructively with SHARE on the issue.

Companies Market cap (B)

Suncor Energy Inc. 38.68 70%
Husky Energy Inc. 5.19 a47%
Cenovus Energy Inc. 8.17 46%
MEG Energy Corp. 114 39%
Encana Corporation 3.54 38%
Vermilion Energy Inc. 1.21 38%
Imperial Oil Limited 17.66 32%
Canadian Natural Resources Limited 28.69 29%
Crescent Point Energy Corp. 1.32 25%
Whitecap Resources Inc. 0.96 25%
Enerplus Corporation 0.92 19%
ARC Resources Ltd. 1.78 18%
Seven Generations Energy Ltd. 118 18%
Frontera Energy Corporation 0.4 15%
PrairieSky Royalty Ltd. 2.22 15%
Baytex Energy Corp. 0.39 15%
Tourmaline Qil Corp. 3.33 13%
Parex Resources Inc. 2.27 1%
Secure Energy Services Inc. 2.90 10%
Enerflex Ltd. 0.51 5%
ShawCor Ltd. 0.25 3%
Freehold Royalties Ltd. 0.53 0%

Table 3. Scoring versus Market Capitalization
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Findings by theme

This section presents and discusses
the benchmark results by theme
and highlights the industry-leading
practices that we have identified.
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5.1 Companies fail to take a
clear climate change position

Responsible investors expect companies to take clear positions on climate change and the
degree to which they incorporate climate risks into their business strategy and operations.
This theme evaluates the degree of transparency provided by companies regarding their
stance on climate change and the evidence of oversight of climate change-related risks.

Our assessment of the “Climate change position” theme is based on the three criteria:

1. Endorsement of the Paris Agreement: Does the company: (a) clearly state its sup-
port of the Paris Agreement: OR (b) publicly demonstrate its support of government’s
actions to implement effective regulation to meet the Paris Agreement’s goals?

2. Position on climate change policies: Does the company provide a comprehensive
list of its positions on significant climate change policies (e.g. Energy efficiency standards,
carbon pricing, GHG emissions standards, etc.)?

3. Oversight of climate change-related risks: Does the company (a) describe its over-
sight and monitoring of climate change-related risks; (b) identify the person or persons
responsible for climate change oversight?



The 22 companies SHARE analyzed scored an average of 21% in this theme. Top 3 companies stand
out with an average score of 56%. See Figure 2 for an overview of the scoring.

Our research shows that only seven companies have taken a clear position in support of the Paris Agreement or on climate
change in general. This result contrasts with the high level of disclosure we see for the oversight of climate change-related
risks at the company itself. Twenty companies provided information on the oversight and monitoring of climate risks or have
identified the person responsible for this oversight.

In our view, while publicly-traded companies are responding to the increasing demand of climate risk disclosure from
investors, they are refraining from taking a clear position on climate policy. Those companies that do take a clear stance on
climate change also have the most advanced lobbying disclosure and have a leadership position in this benchmark.

Climate Position

Figure 2 Company scoring for climate change position
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Each of the companies that publicly endorsed the Paris
Agreement has also expressed reservations regarding
the targets or actions to achieve them.

Canadian Natural Resources said that it “recognizes the need to
reduce GHG emissions and supports Canada’s leadership in the Paris
Agreement as a pathway to reducing GHG emissions and driving
innovation.” However, in its CDP disclosure, the company states

that it “supports with minor exceptions the article 6 of the Paris
Agreement”.*? Suncor states in its lobbying disclosure that it “supports
the approach outlined in the Paris Agreement, but no one group or
industry alone can limit the global average increase to below 2°C,
relative to preindustrial levels.”**

32 CDP. Canadian Natural Resources Limited - Climate Change 2019
33 Suncor. “Our perspective and engagement”. Available at: https://sustainability.
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Good Practice: Suncor is the only
company that provided a comprehensive
overview of its position on climate
change and climate-related policies:

We support reqgulatory design that:”

o isfocused on emissions rather than targeting specific sectors and pro-
tects against carbon leakage

o drives best achievable performance from existing facilities

o provides clear support for innovation and technology development
that enables game-changing solutions

o positions Canada as a leader in energy innovation and ensures com-
petitiveness

o sets challenging but achievable reduction goals with a process that
allows for an increase in ambition as technology develops

o isflexible and provides for multi-jurisdictional compliance pathways

e avoids duplication.®*

34 Suncor. “Policy engagement”. Available at: https://sustainability.suncor.com/en/



5.2 Oversight and Monitoring of
Climate Risk a Governance Weakness

This theme evaluates the degree of information provided by companies
on their governance system. This includes the oversight and monitoring
system and the existing structure of accountability. SHARE scored the
companies based on the following criteria:

o Policy disclosure: Does the company: (a) have a publicly available
lobbying policy or policy that includes provisions on lobbying; (b) have
a publicly available lobbying policy or policy that contains provisions
on lobbying that specifically addresses climate lobbying? The lobbying
policy must address direct engagement with policymakers, indirect

engagement through third-party organizations, and political donations.

e Oversight & monitoring: Does the company describe the oversight
and monitoring of its lobbying activities?

o Accountability: Does the company identify the person responsible for
oversight of lobbying?

100%
Governance 0%
80%
70%

Figure 3 Company scoring for oversight

Our research shows that only a handful of companies have disclosed formal
lobbying policies or incorporated provisions on climate lobbying into an existing
formal policy. It is not clear whether a larger portion of companies have adopted
such a policy but not disclosed its existence. This absence of information is
concerning. Without the disclosure of a policy, investors are not able to understand
the robustness of the systems and protocols — if they exist - that are necessary to
ensure consistency of lobbying activities, or even compliance with legal obligations.

Suncor Energy, Husky and MEG Energy stand out as the only three companies that
have a comprehensive lobbying policy that addresses their participation in direct
lobbying, indirect lobbying and political donations.

Eleven companies out of the 22 analyzed provided information about the system
they established to govern their climate lobbying activities.** Companies scored an
average of 22%. The top three companies scored an average of 65%. Only eight
companies identified who within their organization is responsible for overseeing
the company’s political activities.

35 Note: In the methodology, we took into consideration whether a company has been active in either
direct lobbying or indirect lobbying in 2019 and granted points if the company explicitly said in its
disclosure that it doesn’t participate in any lobbying activities.
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Leading Practice: Whitecap Resources has established
board-level oversight for its political advocacy
activities through the creation of a Sustainability and
Advocacy Committee.

The committee has the responsibility to oversee “advocacy initiatives to governments,
communities and the public relating to policy issues affecting the sustainability of Whitecap
or the Canadian energy industry” and has the mandate to “receive periodic reports from
management relating to Whitecap’s advocacy initiatives to stakeholders, governments,
communities and the public relating to policy issues affecting sustainability, including
without limitation Whitecap’s participation in industry associations, sponsorship of advocacy
organizations, retention of government and community relations firms and management’s
direct advocacy as well as the cost of such initiatives.”*®

36 Whitecap Resources. Mandate and terms of reference of the sustainability and advocacy committee. Available at:

Twenty-one out of 22 companies do not
provide complete disclosure of direct lobbying

Good Practice: Husky’s code
of conduct includes a section
on lobbying.

The provisions describe the process implemented to
approve and monitor lobbying activities. For instance, the
code says that “Husky maintains a semi-monthly internal
reporting process to facilitate these filings, and [the
personnel] should report to [its] Senior Vice President any
lobbying activities [the personnel] participates in either on
behalf of Husky or as a member of an association in which
you are a Husky representative (for example, CAPP)."*”

37 Husky. Code of business conduct. Available at: https://huskyenergy.
com/downloads/abouthusky/coparategovernance/CodeofBusiness-
ConductPolicy101.pdf

This theme assesses companies’ disclosure of their approach to direct lobbying. To score full points in this category, companies
must (a) provide a list of their lobbying priorities and (b) a list of the specific legislation they have supported or opposed.

Our research shows that 11 of the companies benchmarked were involved in direct engagement with policymakers in Canadian or

U.S. jurisdictions, and all of them have addressed climate change in these activities.

Of those, only five companies disclosed information about their direct lobbying: Canadian Natural Resources, Suncor Energy,
Encana (now Ovintiv), Husky Energy and Vermillon Energy. On average, companies involved in direct lobbying scored 10%.
Furthermore, evidence found in public lobby registries indicates that only Suncor Energy has provided information that reflects
the comprehensive range of topics the company had lobbied on. The four other companies disclosed only partial information.
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We note that many companies don't clarify whether or not they
participate in direct lobbying activities.

Without this information, investors have to search through many provincial, federal
and international lobbying registries to perform due diligence.

Direct Lobbying

Figure 4 Company scores on Direct Lobbying Disclosure
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Leading Practice: Suncor discloses
a comprehensive list of its climate
lobbying priorities:

e The development of national low-carbon policies such as the:
* Pan-Canadian Framework on Clean Growth and Climate Change
* Clean Fuels Standard in Canada

* Greenhouse Gas Pollution Pricing Act (GGPPA) which encompasses
the development of the consumer fuel tax and the industrial output-
based pricing system

e The development of provincial low-carbon policies such as:

*Alberta’s industrial emissions reduction policy, 100 Mt oil sands emis-
sions limit

* Quebec’s cap-and-trade program and Energy Transition Action Plan
Ontario’s Emission Performance System

British Columbia’s CleanBC Climate Action Plan and Low Carbon Fuel
Standards

o Supporting Canada’s Ecofiscal Commission in broadening the discus-
sion of carbon pricing into the realm of practical policy application. The
commission brings together economists to inform the critical discussion
about the ecofiscal reform that Canada’s future requires.

o Supporting the World Bank Carbon Pricing Leadership Coalition (CPLC),
a voluntary initiative that aspires to catalyze action toward the success-
ful implementation of global carbon pricing.

¢ Participating in global energy discussions at the World Economic Forum
and the United Nations Climate Change Conference of Parties (COP).

38 Suncor. “Our perspective and engagement”. Available at: https://sustainability.suncor.
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5.4 Aclearer picture is emerging of indirect

lobbying activities in the oil & gas sector

We evaluated the level of information provided by companies about their
indirect lobbying through their membership in industry associations. To score
full points in this theme, companies must disclose a comprehensive list of
their memberships in industry associations, above a disclosed dollar value
threshold.

Disclosure of industry association membership is now becoming standard
practice in the Canadian oil & gas industry. The twenty-one companies that
participated in indirect lobbying scored an average of 82 percent. Seventeen
companies disclosed a comprehensive list, while two additional companies
provided a partial disclosure.

Indirect Lobbying

Figure 5 Company scores - Indirect Lobbying

Good practice is to disclose all contributions above a threshold of $25,000.
This practice helps investors to focus their attention on organizations to which
companies contribute the most and perform their due diligence accordingly. It
is also a threshold recommended by the U.S. Conference Board for disclosure
of political activities.*®

Three companies have engaged through industry associations but failed
to specify their membership dues (Enerflex Ltd, ShawCor Ltd and Freehold
Royalties Ltd).

39 The Conference board. “Corporate Political Spending: Policies and Practices, Accountability,

and Disclosure (Second Edition)”. Available at: https://www.conference-hoard.org/publica-
tions/publicationdetail.cfm?publicationid=6053
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Good Practice: Parex Investors left in the dark on oil & gas lobby spending

disclosed a comprehensive _ | |
This theme evaluates the degree of transparency related to overall expenditures for direct

||St Of ItS industry CISSOCi(]tion and indirect lobbying. To score full points, companies must disclose both the total amount
. . . spent on lobbying and the amount paid to industry associations.
memberships in its

Just four companies — Suncor, Cenovus, Imperial Oil and Crescent Point Energy—provided

Sustai nqb|||ty re port_uo information on the amount spent on industry associations, broken down by a threshold.

. ) ) i No company provided the total amount paid for its memberships. Partial points were
Separately, in the NEO profiles on its website, Parex granted to companies that disclosed their memberships by the amount paid. While this is
publishes the industry and.professmurllal association not a complete measure, it helps investors to better understand the allocation of funds to
memberships of its executive team. indirect lobbying and the importance of the association to corporate strategy.

Zero out of 22 companies reviewed provided an overall amount spent on lobbying.

40 Parex Resources. 2018 Sustainability Report. Available at:

https://parexresources.com/corporate-responsibility/

41 Parex Resources. “About us”. Available at: https://parexre-
sources.com/about-us/management/ .
Spending
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42 Cenovus. 2018 ESG Report. Available at: https://www.ceno-
vus.com/reports/2018/2018-esg-report. pdf
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5.6 Working at cross-purposes:

companies score 13% rating on
alignment of climate positions

The final theme evaluated the degree of information provided by
companies on the process in place to assess the consistency of their
lobbying activities with the Paris Agreement targets, and their own
publicly stated positions. To score full points in this category, companies
must describe the procedure used to review the alignment of their outside
memberships with the Paris Agreement and their positions on climate
change; describe the range of actions taken when misalignments are
identified, and provide the results of the review process.

On average, companies scored 13% on this theme.

Alignment

Figure 7 Company scores - Alignment
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Our research shows that the vast majority of the companies benchmarked
participated in one or both of direct and indirect lobbying. Only six
companies provided information on the process implemented to ensure
that these activities are consistent with the Paris Agreement or their own
publicly stated positions.

Suncor Energy stands out as the only company that provided
comprehensive information on how it ensures alignment. Vermillion
energy is the only company to describe the actions it intends to take if it
identifies a case of misalignment.

Suncor is also the only company that identified a misalignment with an
industry association (CAPP) and specified in that case, the next steps taken
to address this issue.

Good Practice: In its CDP
report, Suncor discloses

a misalignment between
its position and CAPP’s
position on carbon pricing.

The company adds that it “remains an active
member of CAPP, working to communicate

S L e R g R
ool our position of supporting carbon pricing, with
»\\@:}‘ o . . . .+
& considerations for trade-exposed industries,
S

and the Alberta provincial emissions limit on
oil sands operations.”**

43 CDP. Suncor Energy Inc. - Climate Change 2018
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Opacity of oil & gas lobbying
leaves investors at risk

Climate change poses significant and systemic risks to the global economy which will have adverse consequences
on portfolio sustainability and profitability for investors Achieving the goals of the Paris Agreement requires
collective action from a broad range of stakeholders, including oil & gas firms. Investors need to play their own
role in advocating for responsible climate policy. But companies, alongside their investors, must also take a clear
and firm position on climate change, thereby aligning their political advocacy with the Paris Agreement.

Our findings show that there is a concerning lack of transparency on climate Iobbylr)g inthe Can Oil &gas
industry as a whole. Although a large majority of the companies benchmarked were’ fnvo]ved in climate lobbying

activities, only a few disclosed meaningful and comprehensive information to their shareholders.

Despite the poor disclosure observed generally, a small cluster of companies have demonstrated leadership
by adopting leading industry practices. A growing number of oil and gas companies recognize the value in
informing investors about their political advocacy. Transparency of political activities contributes to building
corporate accountability and strengthening shareholders’ trust and company value.

In this report, we have highlighted those leading industry practices,
while identifying the gaps in disclosure that remain. There is a clear
opportunity for investors to engage with the oil and gas industry

to advocate for responsible climate lobbying including greater
transparency in their reporting and stronger allgnment with the goals -
of the Paris Agreement.



APPENDIX 1: Methodology

CATEGORY #
The company:
1.1 Position on the Paris Agreement (a) publicly endorses the Paris Agreement: OR
1 (b) publicly supports governments’ actions to develop and implement climate change policy and regulation.
Pos!tlon 12 Pasition on climate-related pollcles Thg company provides a comprle.henswe list of clllmate change positions, including on specific policy (e;g. Energy
on climate efficiency standards, carbon pricing, GHG emissions standards...).
change
9 The company:
1.3 Oversight of climate change-related risks (a) describes the oversight and monitoring of climate risks;
(b) identifies the person or organ responsible for climate change oversight.
The company:
. . . (a) discloses a public lobbying policy or relevant lobbying policy content in corporate disclosure;
2 Ll e e e (b) has a publicly available lobbying policy or policy that includes provisions lobbying that addresses specifically
climate lobbying.
The lobbying policy:
. . . (a) addresses direct engagement with policymakers;
2 e lstfepey el et i) (b) addresses indirect engagement through a third-party organization;
Governance (c) addresses political donation.
2.3 Lobbying oversight & monitoring The company describes the oversight and monitoring of lobbying.
2.4 Accountability The company identifies the person or organ responsible for lobbying oversight.
3 The company:
Direct 3.0 Approach to direct lobbying (a) provides a comprehensive list of its lobbying priorities;
lobbying (b) provides a comprehensive list of the specific legislations it has supported or opposed through direct engagement.
4
Indirect 4.0 Industry association memberships The company provides a comprehensive list of its memberships to industry associations.
lobbying
5.1 Overall amount spent on lobbying The company discloses the annual amount of lobbying expenses.
5
Spending Amounts paid to industry association . . .
5.2 . The company discloses payments made to industry associations.
memberships
. The company describes the process in place to ensure the alignment of its lobbying activities (including membership)
6.1 Review process . h ) o
6 with the Paris Agreement and climate change position.
Alignment
6.2 Actions The company describes the range of actions it takes when a misalignment is identified.
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