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ABOUT ICCR
The Interfaith Center on Corporate Responsibility (ICCR) is a coalition of 300 faith-based and secular
institutional investors that practice active ownership, also known as shareholder advocacy. For over 4
decades, ICCR members have been calling the world’s most powerful companies to address their impacts on the world’s most vulnerable communities. They do this through corporate engagements that
take the form of real-time dialogues with company management and, when necessary, through the
filing of shareholder proposals that are voted on at annual company meetings. From human rights violations in global supply chains to the environmental and economic impacts of climate change, ICCR
members act as a bridge between community groups, NGOs and company management to encourage
corporate transformation that promotes both increased justice and sustainability in the world.
ICCR is comprised of faith-based organizations, socially responsible asset management companies,
pension funds, unions, and colleges and universities that collectively represent over $100 billion in
assets under management. ICCR members believe that positive and measurable corporate change can
be catalyzed through the management of institutional capital and amplified by working in coalition
with likeminded shareholders.
Within the financial services sector ICCR members advocate for increasing the access and affordability of credit for the economically vulnerable and for improved transparency and risk management
protocols that will stabilize global financial markets and result in increased prosperity for all.

A B O U T S U S TA I N A LY T I C S
Sustainalytics provides environmental, social and governance (ESG) research and analysis as well as
responsible investment services to investors around the world. The firm offers global perspectives
and solutions that are underpinned by local experience and expertise, serving both values-based
and mainstream investors that integrate ESG information and assessments into their investment
decisions.
Headquartered in Amsterdam, the firm has regional offices in Boston, Frankfurt, Paris, Singapore,
Timisoara and Toronto and representatives in Bogotá, Brussels, Copenhagen, London, New York City
and San Francisco. The firm has more than 140 staff members, including more than 70 analysts with
a variety of multidisciplinary and industry expertise. In 2012 and 2013, Sustainalytics was voted Best
RI Analysis firm by Thomson Reuters Extel Awards.
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I. eXECUTIVE SUMMARY

I

In the summer of 2012, ICCR members, including Sustainalytics, a responsible
investment research firm, launched a benchmarking study intended to assess the
disclosure and performance of the seven major U.S. banks the investors had been
engaging on a variety of issues for nearly 40 years. As long-term investors who have been
buffeted by increases in sector volatility and significant sector underperformance, ICCR
members recognized the need to explore these extra-financial issues and their connection to both our mission and our role as financial fiduciaries. The banks selected for
the study were: Bank of America, Bank of New York Mellon, Citi, Goldman Sachs, JP
Morgan Chase, Morgan Stanley and Wells Fargo. The broader goal was to gain insights
into the strengths and weaknesses of the overall sector in the wake of the 2007-2008
financial crisis and, more specifically, to benchmark individual bank performance versus
their peers to help guide investor engagement strategies going forward.
This report is based on the bank’s responses to a questionnaire (Appendix) fielded in
September 2012 and augmented with other public reports and documents they provided
until February 2013. Information made available publicly or to ICCR after February
2013 did not impact the scores. However, we acknowledge that some of the banks we
surveyed launched new policies, programs and initiatives, or addressed outstanding
performance issues after the survey period. These efforts will be considered by ICCR
in future engagements. In general, all the banks scored either average or below average
across all key performance indicators (KPIs). Of a total possible score of 100%, the highest score was 60%, an indication that there is significant room for improvement in all
areas for all the banks surveyed.
The themes addressed by the study - risk management, responsible lending, executive
compensation and political contributions - reflect the priorities of ICCR members who
recognize the overarching social purpose of the financial services sector. The connection
between long-term financial performance and the corporate responsibility and accountability of individual institutions has become increasingly clear in the post-crisis years.
Over the course of our four decades of engagement with these seven banks, ICCR
members witnessed their evolving perceptions of the financial services sector as a global
system in service to society, and their respective roles within that system. Through their
participation in this study we believe the banks were given an important opportunity
to see their operations afresh through the eyes of concerned investors, and are hopeful
that leadership will institute meaningful change as a result. As their shareholders, we
have gained deeper insight into the cultures and systems that drive decision making at
the respective institutions and are better equipped to recommend how performance can
be improved to benefit both the health of the individual banks and that of the greater
financial system.
Ranking the Banks: A Survey of the Top Seven U.S. Banks I 3

METHODOLOGY
The questionnaire was fielded in September 2012 and dialogues (in person meetings and
or through conference calls) were held through February 2013 until the questionnaire
was completed.  ICCR members met/corresponded with the banks’ senior management
teams including chief risk officers, corporate secretaries, senior managers of consumer
and asset management units, investor relations and CSR officers, among others. In addition to in-person meetings, members continued to gather data via company CSR reports,
websites, regulatory filings such as 10-Ks and proxy circulars, through watchdog organizations such as the Center for Responsive Politics, the Tax Justice Network and through
the professional databases of a variety of news organizations.
Each of the four key themes was broken down into a total of 29 key performance indicators (KPIs). For each indicator, different answer categories and corresponding raw scores
were created to reflect the banks’ responses on a scale of 0 to 100.

EXAMPLE OF THE STRUCTURE OF AN INDICATOR
Programs and Targets to Promote Access to Financial Services for Disadvantaged People		

Answer category

Raw score

The bank has a strong and detailed program to promote financial inclusion

100		

The bank has a program to promote financial inclusion but quantitative details are missing

50		

The bank has some activities related to financial inclusion but it has no formal program

25		

Based on available evidence the bank has no initiatives in place to promote access to
financial services for disadvantaged people

0		

• The individual raw scores were then weighted through a weight matrix (Appendix)
to compute a total final score.
• At the indicator level, the score = (the raw score obtained based on the answer
category selected) x (the weight of this indicator).  
• The total company score is the arithmetic sum of all the scores obtained at the
indicator level.
• The scores at the topic and theme level were then transposed on a normalized scale of
1 to 5 to facilitate comparisons across themes and topics.
In the example below the maximum score for the topic is 5.00 points.
BoA

BNY

Citi

GS

JPM

MS

WF

Average

Maximum

Components of Executive Compensation

3.00

2.75

3.00

3.50

3.00

3.50

4.00

3.25

5.00

Components of Executive Compensation
(normalized score)

3

3

3

4

3

4

4

3.4

5

Splitting 5 points into 5 quintiles means that each company scoring:
• between 0 and 1.00, has a normalized score of 1
• between 1.01 and 2.00, has a normalized score of 2
• between 2.01 and 3.00 has a normalized score of 3
• between 4.01 and 5.00 has a normalized score of 5
4 I Ranking the Banks: A Survey of the Top Seven U.S. Banks

!!10_14_Bank Report.indd 4

10/31/13 12:12 PM

Finally, “traffic light” colors were attributed to the normalized scores:
n Green indicates that the company has performed well above its peers for a particular theme by meeting most of the criteria set for that theme. The company’s score is
above the average score by more than 1 point.  
n Orange indicates that the company performs slightly better than peers, however, it
has to yet to address factors that contribute to downside risk. The company’s score
is above the average score by 1 point or less.
n Red indicates that the company performs below average and that it has not met most
of the criteria set for a theme and that the company has to address outstanding issues
in a substantive way. The company’s score falls below the average score.
N.B.: A more detailed discussion of methodolog y can be found in the Appendix.

KEY FINDINGS
Recognizing a wide range of institutional openness to the process, this
study was a valuable engagement tool to gain a deeper understanding
of each institution’s corporate philosophy and an outstanding example of
a constructive collaboration between concerned investors and company
management eager to ascertain how corporate responsibility and performance could be improved.

As each institution is the product of both a distinct heritage and the blending of corporate philosophies and personnel due to multiple mergers and acquisitions, each bank
displayed the unique imprint of its history and culture in its response. This was evident
both in the banks’ initial responses to the project, in their levels of participation and
their distinct approaches to the specific questions. Insomuch as eagerness to respond
and to engage was quite different among the banks, an institution’s openness to shareholder engagement may be a telling indicator for future study. This report, focusing
on the survey data, could not completely capture the variability in depth and quality
of engagements. Nonetheless, we commend banks such as Citi, Morgan Stanley and
Goldman Sachs for meeting with us very early on in the process and providing us with
answers to many of our questions.
Banks were eager to communicate on improved risk management processes
but were less forthcoming on business practices currently attracting criticism
such as activities in tax havens, dark pools or high frequency trading.

All banks reported significant enhancements in enterprise risk management (ERM)
and processes; however, they failed to report how risks have been reduced or mitigated
as a result of strengthened ERM systems or whether due diligence mechanisms really
reduce credit risks and costs. Most of the banks surveyed are still exposed to significant
regulatory scrutiny and/or litigation over ethical violations, pointing to either weak
enforcement of risk management systems or difficulties in implementing internal controls across all business units that operate in variable external conditions. JPMorgan’s
London Whale controversy, for instance, indicates that while overall processes have
improved on paper, implementation remains a challenge whose negative impact on
shareholder values continues to be felt in late 2013.   
Ranking the Banks: A Survey of the Top Seven U.S. Banks I 5
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Even more opaque are banks’ disclosure of activities in secrecy jurisdictions (or taxhavens), an issue that has become more significant as the U.S. government actively
pursues tax evaders. Investors understand that these practices are likely to contribute
to increased market volatility and economic loss. There has been no public disclosure
either through regulatory filings or engagement. In addition, transparency around
high-risk and controversial trading activities such as dark pool operations - conducted
anonymously and outside of regulated markets- and high frequency trading –which
can potentially disrupt markets’ integrity through the speed and the volume of orders
executed within microseconds - is cited as needing significant improvement. Disclosures
and engagement on these issues lacked substance and did not provide sufficient information for us to determine the extent of a bank’s exposure to these activities.
The banks surveyed are implementing initiatives in the areas of financial
inclusion and sustainability but are lagging international standards in terms
of responsible investment policies and practices.

Significant improvements can be noted in the banks’ disclosure of their environmental and social risk assessment standards for wholesale lending and investment banking,
as well as financial services to promote sustainable initiatives and projects. The banks
surveyed reported on programs supporting broadened access and financial inclusion
(such as impact investing and microfinance) as well as investments in climate change
mitigation efforts such as clean energy, yet the impact of these investments on the balance sheets is  underreported, if tracked at all.  However, in spite of acknowledged connections to the social purpose of financial institutions, overall reporting of responsible
investment (RI) policies and practices remains weak. Despite balance sheets with a range
of assets from cash to properties and commodities, not all of the banks have a responsible investment policy in place. The formal policies that have been adopted are neither
detailed nor robust. Key sustainability issues which impact materiality and long-term
risk, such as water and climate change impacts are not systematically taken into account
in these companies’ investment decisions. RI assets typically represent less than 2% of
total assets under management. This marginal activity is a concern given the significant
role that banks could play in promoting more responsible and sustainable business practices in a wide range of industries through their investment activities.  
Clearer links between executive compensation levels and both financial and
ESG performance need to be established.

In large part due to more robust requirements defined or anticipated after the passage
of Dodd-Frank, banks were relatively transparent with the compensation methodologies
used in their regulatory filings; however, the link between remuneration to both financial and ESG performance needs further explanation.  Most banks do not cap variable
compensation and the few that do have a cap that falls significantly below best practice
suggesting that bonuses will remain at levels perceived to be excessive. As investors, we
seek information that explains the motivation behind the banks’ remuneration policies
and a better understanding of the steps that companies are taking vis a vis executive
compensation to prevent inappropriate risk-taking and to promote financial stability.
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Significant amounts of corporate funds are spent on lobbying activities but
proactive and detailed public disclosure remains weak in this area.

The banks’ use of corporate treasury funds to influence policy and regulation is of great
concern to responsible investors and disclosure on this measure should be improved.
Even if most banks state that they do not contribute directly to political parties, greater
detail is needed regarding lobbying spending at national vs. state levels, the implications of trade association memberships and their donations to tax-exempt organizations.
Voluntary and public disclosure on political contributions and lobbying on companies’
websites would serve as a safeguard against misuse of corporate assets and resources, and
would ensure that corporate money is used to the benefit of a company and its shareholders. It would further ensure that that company boards and management have greater
knowledge and understanding of the public policy activities of trade associations and
other lobbying organizations.  

SCORES
Total Scores for Each Company
Final Scores

BoA

BNY

Citi

GS

JPM

MS

WF

Average

55.35

59.02

54.90

60.00

56.50

55.40

50.73

55.99

BoA

BNY

Citi

GS

JPM

MS

WF

Average

Maximum

Risk management

24.50

30.10

25.00

23.50

22.10

28.60

23.90

25.39

40.00

Responsible lending and investment

19.35

14.67

15.90

20.00

18.90

12.30

11.83

16.14

30.00

Executive compensation

7.00

7.75

7.50

10.00

9.00

10.00

10.50

8.82

15.00

Political contributions

4.50

6.50

6.50

6.50

6.50

4.50

4.50

5.64

15.00

Total score

55.35

59.02

54.90

60.00

56.50

55.40

50.73

55.99

100.00

Scores by Theme

Normalized Scores by Theme
BoA

BNY

Citi

GS

JPM

MS

WF

Average Maximum

Risk management

4

4

4

3

3

4

3

3.6

5

Responsible lending and investment practices

4

3

3

4

4

3

2

3.3

5

Executive compensation

3

3

3

4

3

4

4

3.4

5

Political contributions

2

3

3

3

3

2

2

2.6

5
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CONCLUSIONS/RECOMMENDATIONS
Many of themes in the survey were intended to address the broader issue of social purpose for the financial services sector. This must remain a priority for any publicly chartered corporation and should be reflected in business models, in policies and programs
and in the products and services that banks offer their customers.  
Risk management was one of the four themes we surveyed to gauge a bank’s ability to
withstand financial and non-financial pressures, and to ensure that shareholders and
society do not bear the burden of inadequate risk management policies, protocols and
reporting responsibilities.  We found that while banks have made significant enhancements in enterprise risk management, to date we have little or no evidence of the implementation and effectiveness of these reforms. In terms of protocols to strengthen risk
management, the banks were reluctant to reveal any proprietary information or strategies and seem to favor a passive “wait and see” approach to unfinished Dodd-Frank
and other global regulations. This is disturbing given the seemingly continuous string of
controversies that the sector has faced and the geo-political importance of safeguarding
the soundness of the global financial system.
We were interested to see how banks integrate environmental issues into their lending
given that lenders and providers of financial services can have significant influence over
client behavior. Banks’ responses to questions regarding the consideration of environmental impacts in their investments could be characterized as evolving as they are trying
to stay abreast of the prevailing research and proposals they are receiving  While these
acknowledgements proved somewhat encouraging, we believe a much more proactive
stance on these very pressing social and environmental issues is appropriate.
Broad disclosures on executive compensation were legislated under Dodd-Frank and,
therefore, all the banks were in legal compliance. However, there is little appetite to
disclose more detailed pay formulas that would reconcile compensation packages with
specific performance metrics or align more appropriately with the salaries of average
bank employees: again, these policies are of material interest to investors.
Disclosures on political spending and lobbying activities are incomplete and continue to
raise suspicions both among investors and the general public about the banks’ attempts
to influence risk-curbing regulations.
Beyond their obvious value to society, as long-term investors in the sector and fiduciaries
for our respective organizations we are painfully conscious of the enormous financial
risk we all face when the “social themes” covered by this survey have not been adequately addressed. As shareholders we see a direct and material correlation between an institution’s attendance to these issues and its respective degree of risk exposure.

8 I Ranking the Banks: A Survey of the Top Seven U.S. Banks

!!10_14_Bank Report.indd 8

10/31/13 12:12 PM

The survey proved to be an effective tool for gathering a great wealth of information from
the banks that the methodology tends to simplify for the purposes of comparing and scoring. It would have been impossible to access this information if the questionnaire had not
been supported by the quality of the high-level conversations between ICCR members and
banks over the decades. Our hope is that this benchmarking report will help spur further dialogues on the topics raised in the survey and will contribute to a better alignment of banks’
processes with the expectations of concerned shareholders.
– Laurence Loubieres, Director, Advisory Services, Sustainalytics

The launch of this report is apropos as we acknowledge the fifth anniversary of the global
financial crisis. Without a doubt, the crisis has triggered marked changes in the industry,
notably improvements in banks’ level of transparency and engagement with investors, as
well as risk management and compliance. However, recurring controversies and legacy issues
continue to raise investor concerns over the effectiveness of reforms implemented by the
industry. Banks, therefore, need to demonstrate that reforms are not just good on paper,
but that they are implemented across all business lines throughout the company. Specifically,
to demonstrate their authentic commitment to structural reforms, banks need to enhance
disclosure on their implementation and report on progress. More importantly, banks need to
improve their performance by ensuring that legacy issues do not recur and that commercial
practices reflect the lessons of the Great Recession.
– Sheila Oviedo, Senior Analyst, Research Products, Sustainalytics
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II.		introduction & Context
HISTORY OF ICCR ENGAGEMENT WITH THE
FINANCIAL SERVICES SECTOR
Human/Civil Rights
Since ICCR’s founding in 1971, the financial services sector and the geo-political influence it represents, has been on members’ radars. ICCR members began their engagements with the banks by questioning their role in underwriting, and thereby facilitating,
the economy of apartheid South Africa. Soon after, exposing the foreign lending practices of major banks to illegitimate and undemocratic governments, especially in Latin
America (Chile, Nicaragua) during the 1970s and 1980s, became an ICCR member priority.

Responsible Lending
The Community Reinvestment Act of 1977 became a valuable tool that allowed ICCR
members to measure and monitor the banks’ investment and lending activities to ensure
that they were fostering economic justice. As a federal strategy to reduce discriminatory
lending practices against low-income communities, otherwise known as redlining, the
legislation encouraged financial institutions to meet the credit needs of all the communities where they are chartered and do business. In recent years, and especially in the
wake of the financial crisis, numerous issues about home mortgages were addressed with
the institutions involved in that space. These included the promotion of home ownership in underserved communities and the discriminatory practices that existed in some
programs. The abuses in the subprime area were a top priority for ICCR members as
well as the packaging of the most toxic of these products in securities that were offered
to investors. The absence of clear up to date accounting and transparency for these
products became part of the alarm that ICCR members raised about explosive impact of
derivatives. Predatory lending products such as payday lending which can trap borrowers
in lengthy cycles of debt have also been a recurring topic of ICCR investor dialogues.

10 I Ranking the Banks: A Survey of the Top Seven U.S. Banks

!!10_14_Bank Report.indd 10

10/31/13 12:12 PM

It is frighteningly clear that the current major financial institutions have not accepted or
implemented the prescribed parameters of genuine reform espoused by Dodd-Frank and this
is troubling to investors. We respectfully challenge them to rethink some of the products
they are providing to resource-constrained customers who badly need credit. Payday lending
or direct deposit advance loans, for example, might appear to be a bridge to financial security, especially in emergency situations, but generally the borrower ends up in even deeper
debt and for longer periods. Banks must remain steadfast in preventing this kind of lending
and find more suitable, transparent and sustainable products for these customers.
– Sr. Nora Nash, Sisters of St. Francis of Philadelphia

Tax Fraud and Money Laundering
Another issue that plagued many developing countries during the 1980s was the practice of “capital flight” whereby wealthy families and individuals took advantage of their
client relationships with international banks to move vast sums of money outside of
their native countries and shelter it from tax authorities and criminal investigators. From
money laundering to the financing of terrorist organizations and ethnic conflict, ICCR
members exposed the risks of lax lending practices and underscored the need for due
diligence protocols for both individual institutions and global regulating bodies.

Market Instability
Over the last two decades, episodes of market volatility, economic instability and cross
border crisis contagion with their far-ranging and enduring political, economic and
social ramifications have laid bare the interdependence of global markets and the importance of economic stability in advancing justice and peace. These issues have become a
priority agenda item for the G7, the G20 the IMF and concerned investors, including
ICCR members. The adoption and implementation of prudent standards to prevent the
occurrence of these potentially destabilizing events is the corporate responsibility of
major financial institutions across different jurisdictions and ICCR members have advocated for their inclusion in bank policies and practices.
In my conversations with consultants hired by the banks to develop new processes to
address/avoid risk, I hear great frustration: an enormous investment and serious activity with
little assurance that they will be effective in reducing risk. Further, given that history seems
to be dangerously repeating itself with each new trading scandal and new, unregulated
product, I see little evidence that executives fully comprehend the changes that are needed
to address some of these deeply rooted problems with the system. For investors who have
been raising these issues for literally decades, the lack of attention and even understanding
of the changes needed in the culture to mitigate against risk is very concerning.
– Sr. Patricia Daly, OP, Tri-State Coalition for Responsible Investment
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Risk management, the process of identifying, analyzing and quantifying the potential for
gains and losses in investments is a critical tool for the Board of Directors, management and
investors in determining risk tolerance for financial firms. Several of the banks surveyed
evidenced inadequate risk management plans and implementation resulting in severe consequences for individuals, investors, companies and the nation, still not recovered today from
the 2008 recession.
– Sr. Barbara Aires, Sisters of Charity of St. Elizabeth, New Jersey

Excessive Speculation and Risk Oversight
The dawn of the new millennium with accelerated globalization, developments in technology and policies supporting deregulation gave birth to an explosion of new financial
instruments, innovations and practices.  But another consequence of the “FinTech”
boom has been a gradual erosion in transparency and accountability, particularly around
the collateralization and securitization of some of the more complex and lesser understood products. As a direct consequence, we have witnessed an exponential increase in
risk both to the individual institutions and, by virtue of the aforementioned interdependence, the global financial system as a whole. In their recent dialogues, members are
citing the potential impacts of over-speculation in food commodity markets and “land
grabbing” on global food prices as causes for concern.
Disclosures of banks’ efforts to improve risk practices and their preparedness to mitigate
future risks across operations are material to investors. The disclosure of the Board’s oversight
of risk management practices allows investors to better understand the quality of management and enhances transparency and accountability.
In conditions of post-financial crisis, these disclosures show how banks are working towards
promoting a company-wide culture of risk mitigation and how they are raising awareness
about these issues internally and in their communications with society. We view governance
disclosure as material to investors as it signals business continuity and crisis prevention efforts.
Transparency of risk management practices is key to building a good reputation. Corporate
reputation is a form of social capital that is nurtured long-term and symbolizes the trust,
integrity and the culture of engagement existing among all stakeholders – employees, management, board of directors, investors, and society at large.
– Mariela Vargova, Rockefeller & Co., Inc.
No one is arguing that the original purpose of the commodities futures market isn’t valid and
necessary. Our concern is with participation in these markets by parties that have no use for
the item being traded. This is about food, and in order to feed the 9 billion people on our
planet we need to do everything within our power to make it accessible and affordable. Excessive financial speculation in food commodities markets literally gambles with people’s lives.
– Cathy Rowan, Maryknoll Sisters
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Executive Compensation
While excessive executive compensation packages have become a topic of increasing
concern for responsible investors, the events of 2008 made them a hot button issue with
shareholders of banks and the topic of numerous resolutions and news reports. In addition the reality of the “revolving door” between Wall Street, Congress and government
regulators served only to magnify these concerns. There were numerous reasons why
investors zeroed in with a passion on executive compensation. First, were rapidly blossoming pay packages that were not adequately linked to financial performance. Secondly
it appeared compensation formulas for banks incented executives to take excessive risks
with shareholder assets, risks that in the end contributed to the financial crisis.
One approach embraced by numerous investors was a call for companies to implement an
annual “Say On Pay” vote so investors could provide input. There were several years of
shareholder resolutions on this topic which gained meaningful investor support but few companies volunteered to adopt the reform. Many ICCR members were involved as filers of resolutions, in dialogues with companies and active in the public policy debate. But Dodd
Frank’s inclusion of Say on Pay made it a norm for companies and part of the annual proxy
ballot. By all accounts this has provided a helpful platform for investors to provide feedback
for the Board Compensation Committee on changes needed in the formula and a stricter tie
on comp to performance.
– Tim Smith, Walden Asset Management

Lobbying and Political Spending
Another recent key initiative by investors including a broad cross section of ICCR
members has been a call for disclosure of direct and indirect political spending and
lobbying by all companies, including the banks. Once again ICCR members have been
active proponents seeking expanded disclosure by companies on both political spending
and lobbying.  This is particularly timely since the role of companies in influencing who
is elected to office and how public policy is made is increasingly debated; the Supreme
Court’s Citizens United decision allowing unlimited political spending by companies
added to the intensity of the debate.  Over the last 5 years over 100 companies have added meaningful disclosure of political spending to their websites and others have added
lobbying disclosure as well.  Lobbying or political spending through trade associations
or other third parties allows companies to anonymously channel millions of dollars into
elections or public policy advocacy. Transparency provides an opportunity for investors
to assess whether these are attempts to influence our government or if a company has
modest or minimal exposure
The Dodd-Frank legislation passed in 2010 was in part intended to end “Too Big to Fail” financial institutions. Unfortunately, heavy lobbying by the banks and their trade groups have in
effect stalled and “watered down” the majority of reforms, so the system that was broken still
has not been fixed.
– John Keenan, American Federation of State, County and Municipal Employees
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Policy Reform– Dodd Frank
ICCR issued a white paper in March of 2010 outlining recommended strategies for
reform entitled Faith and Finance. In July 2010, the Dodd-Frank Reform Act, a sweeping
2,300 page bill intended to address the underlying causes of the 2008 crisis was signed
into law in the U.S. While the law addressed a number of the macro issues that the crisis
exposed, it also created more than 350 new sets of rules, regulations and requirements
for its implementation. The greatest challenge of Dodd-Frank may be that the battle over
those rules and regulations has, in many ways, overshadowed the promise and vision of
reform that the original legislation hoped to embrace.
Three years after its passage, the major banks have successfully managed to block the full
implementation of the majority of Dodd-Frank reforms, including those intended to curb
excessive risk-taking through products such as derivatives, credit default swaps, algorithmic
trading and the hiding of off-balance sheet liabilities that were clearly implicated in the
meltdown. Moreover, the Consumer Financial Protection Bureau (CFPB), which was established to protect and educate consumers, was for months crippled by protracted political
wrangling over staff appointments and regulatory bodies like the Securities and Exchange
Commission (SEC) and the Commodity Futures Trading Commission (CFTC), are being starved
by budgetary constraints enacted by Congress.
– Rev. Séamus Finn, Missionary Oblates of Mary Immaculate

Status of Current Engagements
ICCR members continue to engage and monitor the activities of the seven banks surveyed. This includes monitoring the effectiveness of the changes that they have put in
place in the wake of the crisis, the results of the on-going investigations by regulators
and legal authorities and the responses that the institutions are making to those investigations in terms of reporting, fines or settlements.
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III. METHODOLOGY A BENCHMARKING SURVEY AS AN
INVESTOR ENGAGEMENT TOOL
FOUR THEMES
The survey was organized into four themes representing key areas of investor concern:

1) Risk management
GOAL: To understand how the banks have improved their internal processes, what new
systems and instruments they have implemented to adapt to the new global regulatory
environment, and whether they are willing to go beyond the required compliance to
restore the confidence of investors and the public.

2) Responsible lending and investments
GOAL:  To determine the quality of environmental and social risk assessments in
investment and lending operations as well as the range of transactions covered by these
standards. Specifically, we were interested in the integration of climate change and water
risks into the due diligence process. Our engagement with the banks was supplemented
by specific research conducted by Sustainalytics assessing the existence and the strength
of banks’ responsible investment policies and processes.

3) Executive compensation
GOAL: The goal was to understand whether the banks surveyed have become more
transparent and accountable in the wake of the enormous public outcry over excessive
corporate salaries and bonuses tied primarily to short term gains and stock performance.
Issues like the calculation of base pay and bonuses, stock ownership retention rules and
pension and retirement benefits were examined closely in the analysis of survey responses.

4) Political spending
GOAL: To survey the banks’ disclosure on political donations and lobbying activities
including the accessibility of information on indirect spending through trade associations and other lobbying groups.
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FIFTEEN TOPICS
Each theme was then further split into 15 topics as shown in the diagram below.
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2) Responsible Investment
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IV.		scores
A) ANALYSIS OF RESPONSES BY THEME
1) RISK MANAGEMENT
GOAL: To understand how the banks have improved their internal processes, what new
systems and instruments they have implemented to adapt to the new global regulatory
environment, and whether they are willing to go beyond the required compliance to
restore the confidence of investors and the public.
1 / Risk Management

BoA

BNY

Citi

GS

JPM

MS

WF

Average Maximum

Risk Management Structure

5

5

5

5

5

5

5

5.0

5

Potential Conflicts of Interest

3

4

3

2

4

2

3

3.0

5

Compliance with Upcoming Regulations

5

4

4

5

4

5

3

4.3

5

Business Practices
Business Ethics & Corporate Governance
Controversies

1

5

2

2

1

2

2

2.1

5

3

4

4

4

2

5

4

3.7

5

Total Risk Management

4

4

4

3

3

4

3

3.6

5

KEY FINDINGS

•

The global financial crisis forced banks to strengthen risk management structures
and methods in a way that meets regulatory requirements. One key process-related
improvement that was implemented by all banks surveyed was the reorganization of
the lines of reporting of risk officers from local managers to the Chief Risk Officer
(CRO). This helps ensure independence and autonomy of risk officers.

•

Another key enhancement is more frequent and streamlined communication
between the risk management team, business units, executive officers and the board
of directors. Open lines of communication ensure that risks are addressed as early as
possible.

•

All banks disclosed that they passed the Fed stress tests and are on their way to
meeting new capital requirements.

•

While survey disclosures point to positive improvements in risk management, the
strength of these enhancements has yet to be tested. Recurring controversies point
to serious challenges in implementation across all business lines and affiliates.
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AREAS FOR IMPROVEMENT

•

Improved ERM Disclosure: There is a need to disclose progress made on ERM
improvements in terms of performance. What types of risks have been reduced? Do
the new ERM systems prevent the recurrence of legacy issues? Will the ERM mitigate risks associated with relatively new and opaque types of high-risk activities such
as dark pools? While we appreciate the legal constraints in making such predictions
in regulatory filings, public reporting also needs to address the need for stakeholders
to be assured that the enhanced risk management systems will prevent the recurrence of the issues that led to the global financial crisis. Clear reporting of outcomes
will help address this need.

•

Staff Conflict of Interest Risks: Conflict of interest risks are inadequately addressed.
Most banks surveyed have representation in either the Federal Reserve advisory
board or more commonly, clearinghouse committees.

•

Risks of Trading in Dark Pools: Exposure to high-risk activities, particularly dark
pools, needs to be further explained. The unregulated nature of dark pools points to
potential risks for both the banks and their clients.

•

Tax Avoidance Off-Shore Accounts: There was no public disclosure of beneficial
ownership of accounts in secrecy jurisdictions. This also points to potential operational and compliance risks for the banks as the U.S. government actively pursues
U.S. tax evaders.

•

Risks of High Frequency Trading: Most banks were reluctant to disclose their
involvement in high frequency trading (HFT) even if this trading method represents
already more than 60% of equity trading in the U.S. and around 40% in the EU.
HFT relies on algorithms programmed to execute trades without human monitoring within the space of a few micro-seconds. ICCR members question the negative
impact of this trading method on global market stability, efficiency, liquidity
and fairness.

•

Exposure to high level controversies (see page 42) continues to undermine both the
stability of the sector and individual bank reputations.

INVESTOR STRATEGIES GOING FORWARD:

•
•
•
•
•

Continue to meet with companies to review impact of changes in risk policy.
Monitor results of continuing stress tests program.
Review compliance with capital reserve adequacy regulations.
Examine closely all new mechanisms and practices that are introduced as
“innovative”.
Follow closely the findings of the continuing investigation of regulators.
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2) RESPONSIBLE INVESTMENT AND LENDING PRACTICES
GOAL:  To determine the quality of environmental and social risk assessments in investment and lending operations as well as the range of transactions covered by these standards. Specifically, we were interested in the integration of climate change and water risks
into the due diligence process. Our engagement with banks was supplemented by specific
research conducted by Sustainalytics assessing the existence and the strength of banks’
responsible investment policies and processes.
2/ Responsible Lending
and Investment

BoA

BNY

Citi

GS

JPM

MS

WF

Average Maximum

Responsible Investment & Lending Practices
Provision of Sustainability-Oriented
Financial Services

3

3

3

4

3

2

2

2.9

5

5

1

4

5

4

3

5

3.9

5

Society & Community-Related Controversies
Total Responsible Lending and
Investment Practices

3

5

3

4

3

4

3

3.6

5

4

3

3

4

4

3

2

3.3

5

KEY FINDINGS

•

Most of the banks surveyed only disclosed environmental and social risk assessments
for transactions that hit a certain financial threshold. The Equator Principles (EP) is
a common due diligence tool for project finance and is used by financial institutions,
even those who are not EP signatories. The EP is moving towards expanded disclosure requirements for EP signatories, which, if made public, will help stakeholders
assess a bank’s exposure to high-risk companies.

•

All the banks surveyed have integrated climate change into their lending standards,
and banks have provided sufficient public evidence to suggest that transactions are
adequately screened for climate change risks. Citi, JP Morgan Chase and Goldman
Sachs have demonstrated strong environmental and social risk assessments.

•

The banks surveyed are front runners in supporting sustainability efforts. Four
of the surveyed banks (Citi, Bank of America, Wells Fargo, Goldman Sachs) have
made 10-year multibillion dollar commitments to invest in climate change mitigation
efforts, supporting a range of projects from renewable energy to home retrofits for
energy efficiency.

AREAS FOR IMPROVEMENT

•

Influence on Fossil Fuel Industry: An area for improvement is the extent to which
banks try to influence corporate behavior of high-risk (fossil fuel) companies. While
engagement is built into the due diligence process of most of the banks, there is
insufficient disclosure on how meaningful these engagements are. In addition, there
is minimal overall disclosure on follow-up risk assessments through the duration
of a loan.  How “stranded carbon assets” are addressed as an additional risk for the
energy industry will have increasing implications for those banks lending to
this sector.
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•

Water Risk Integration: Responses indicate that the integration of water risks into
the lending process is less developed for several banks. As the banks tend not to
disclose loans that were denied due to climate risk, it is difficult to evaluate the
effectiveness of their policies and reviews.

•

ESG Screens on Proprietary Assets: The banks surveyed generally fare poorly in the
area of the responsible investment of their own accounts. Whereas banks are themselves large owners of a variety of asset classes, none of the banks surveyed disclosed
a responsible investment policy or an ESG screen for proprietary assets. Only the
banks with asset management businesses reported on some form of ESG application, although even for these banks, there was no public reporting of active ownership beyond proxy voting, or of exclusions based on ESG norms.   

•

Payday Lending: Direct deposit loans are another product under greater scrutiny by
state regulators and the Consumer Financial Protection Bureau as they are known to
trap low-income consumers in lengthy cycles of debt due to their high interest rates
and short payment schedules. Wells Fargo is the only bank surveyed that continues
to offer this product to its consumers.

TOPICS NOT COVERED IN THE SURVEY:
• Responsible Home Mortgages: The proliferation of subprime and other customized
mortgages contributed to the financial meltdown and was the subject of many state lawsuits highlighting the need to better regulate these products. Banks that remain active
in this business will need to do a complete review of their operations and offer more
responsible products to home buyers.
• Loan Loss Exposure: While this topic wasn’t addressed in our questionnaire, based on
regulatory filings, loan loss reserves for most banks represent between 100 and 150% of
non-performing loans over the last 12 months, while restructured mortgages, for some
banks, represent more than 50% of non-performing mortgages. These indicate a relatively high exposure to non-performing loans, although increasing reserves and restructuring mortgages are ways to reduce exposure.
• Commodities and Land Speculation: ICCR members began formally including questions related to the impacts of the banks’ participation in commodity markets and land
investments after the survey was fielded. Several overseas banks have pulled out of
these markets for fear that this type of hedging may create price volatility that can
adversely impact food-insecure communities.
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INVESTOR STRATEGIES GOING FORWARD:

•
•
•
•
•

Monitor compliance with EP.
Review compliance with UNPRI criteria.
Review corporate goals to reduce GHG emissions and report on the impact of
their GHG emissions reviews on new loans. Report through the Carbon.
Disclosure Project.
Monitor annual CRA rating.
Facilitate bank consultation with local communities still recovering from
foreclosure crisis.

3) EXECUTIVE COMPENSATION
GOAL: The goal was to understand whether the banks surveyed have become more
transparent and accountable in the wake of the enormous public outcry over excessive
corporate salaries and bonuses tied primarily to short-term gains and stock performance.
3 / Executive Compensation

BoA

BNY

Citi

GS

JPM

MS

WF

Average Maximum

Disclosure of Compensation Methodology
Link Between Compensation Levels and
Financial and ESG Performance

3

5

3

5

3

5

5

4.1

5

3

2

2

3

4

3

3

2.9

5

Components of Executive Compensation

3

3

3

4

3

4

4

3.4

5

Total Executive Compensation

3

3

3

4

3

4

4

3.4

5

KEY FINDINGS

•

Banks were relatively transparent with compensation methodology in their regulatory filings. Bank of New York Mellon, Goldman Sachs, Morgan Stanley and Wells
Fargo scored high for transparency on their remuneration methodologies.

•

Wells Fargo and Morgan Stanley have disclosed that more than 50% of their executive compensation vests in more than three years, setting the industry best practice.

•

Another emerging best practice is related to the link between executive compensation and performance. At JP Morgan, Bank of America and Goldman Sachs, executive remuneration is tied to performance for two years, as opposed to the one-year
threshold used by other banks.

•

The clawback provisions of all banks go beyond compliance.
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AREAS FOR IMPROVEMENT

•

Linking ESG performance to remuneration remains a challenge for banks and for
many other companies. Most of the banks consider non-financial metrics in executive compensation, although these factors are not weighted and there is little detail
provided on how these additional factors are integrated into the pay formula or illustrations on how it impacted executive performance either positively or negatively.

•

Most of the banks surveyed do not put a cap on variable compensation, suggesting that bonuses will remain at levels that will continue to be perceived as excessive.  Rising executive pay raises investor concerns that risky behavior continues to
be incentivized in the financial services sector and contributes to the widening gap
between top level management and average employees.

INVESTOR STRATEGIES GOING FORWARD:

•

Participate in “Say on Pay” votes at company annual meetings.

•

Send a “No” vote to re-elect unresponsive Board Members on Compensation
Committees.

•

Continue to file shareholder resolutions on perks like “gross-ups” and on structuring
options to reward performance.

•

When the SEC issues their long-awaited rule requiring companies to compare
executive compensation with the median pay of employees  investors will be able to
track trends in pay between the CEO and average workers.
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4) POLITICAL SPENDING

SPENDING

GOAL: To survey the banks’ disclosure on political donations and lobbying activities
including the accessibility of information on indirect spending through trade associations
and other lobbying groups.
4 / Political Contributions

BoA

BNY

Citi

GS

JPM

MS

WF

Average Maximum

Existence and Strength of Policy
on Political Contributions

4

4

4

4

4

2

4

3.7

5

Disclosure of Political Contributions

3

3

3

3

3

3

3

3.0

5

Disclosure of Lobbying Activities

1

3

3

3

3

3

1

2.4

5

Political Contributions Amounts

1

1

1

1

1

1

1

1.0

5

Total Political Contributions

2

3

3

3

3

2

2

2.6

5

FINDINGS

•

Almost all banks have modified their policies on political contributions by directly
addressing Citizens United and prohibiting the use of corporate funds for election
campaigns.

•

Some banks disclosed political contributions but did not distinguish between political parties, trade associations and tax-exempt organizations. Disclosure of lobbying
activities is minimal.

AREAS FOR IMPROVEMENT

•

Deeper Disclosure of Political Donations: All banks need to improve transparency
in political contribution information, beyond spending by their political action
committees at all levels of U.S. politics.

•

Increased Transparency on Lobbying Activities: Also of increased concern is the
extent of influence of banks over regulation and public policy through lobbying.
The seven banks surveyed spent close to $70 million on federal lobbying in
2011 and 2012.

•

Increased Transparency of Trade Association Involvement: Indirect lobbying
through trade associations is substantial, and all banks need to improve their
disclosure of trade association memberships, payments and all portions that are
being used for lobbying.
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INVESTOR STRATEGIES GOING FORWARD:

•

Request greater granularity that covers all lobbying contributions, including all
indirect lobbying done through trade associations.

•

Request oversight policies for lobbying and trade association involvement, including
the process to assess the alignment with overall public policy and lobbying priorities.

•

Include lobbying activities at state levels, where there is incomplete disclosure and
yearly spending exceeds $1 billion.

•

Support proposed SEC rulemaking to require that public companies disclose their
spending on politics and lobbying.

•

The disclosure that is being requested through these shareholder initiatives can easily
be added to the corporate governance section of the company’s reports or made part
of a sustainability report and be considered a positive step to enhance a company’s
reputation and brand.

B) ANALYSIS OF RESPONSES BY COMPANY
Following are individual profiles of each company surveyed including an analysis of
performance by indicator.
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BoA

Average

Risk Management

4

3.6

Responsible Lending and Investment Practices

4

3.3

SUMMARY OF OVERALL PERFORMANCE : BoA’s overall score is slightly below average due to a number of weaknesses
and/or inadequate transparency in the following areas: business practices, responsible investment, executive compensation,
and political spending as well as involvement in high-level controversies relating to business ethics and governance and lending to controversial industries. The bank has demonstrated strong performance in risk management and lending standards,
and was a top performer in terms of promoting sustainability-related financial services and financial inclusion.

Executive Compensation

3

3.4

RISK MANAGEMENT STRUCTURE

Political Contributions

2

2.6

1 / Risk Management

BoA

Average

Risk Management Structure

5

5.0

Potential Conflicts of Interest

3

3.0

Compliance with Upcoming Regulations

5

4.3

Business Practices

1

2.1

Business Ethics & CG Controversies

3

3.7

Total Risk Management

4

3.6

• The implementation of full suite of risk management enhancements and comprehensive approach to risk fall within
best practice.
		
• Is not represented in the New York Federal Reserve board, suggesting lower conflict of interest risks. However, it  
has not disclosed representation in clearinghouses, for which investors should remain cautious.
• Is on track to meet Basel III capital requirements and reported implementation of the Volcker rule pertaining to
proprietary trading. It is worth noting that BoA has been designated as a global systematically important financial
institution (G-SIFI).
• Scored poorly in business practices due to poor transparency over toxic assets, operations in secrecy jurisdictions,
and high-frequency trading. Its operation of a dark pool contributes to the poor performance.
• Involvement in business ethics controversies such as alleged Libor manipulation, insider trading in Japan, antimoney laundering compliance deficiencies in some operations, contribute to downside risks.
• Overall risk management score is slightly above average, but suggests caution due to unaddressed risk factors
particularly in the area of business practices and business ethics.

		
2 / Responsible Lending and Investment

BoA

Average

Responsible Investment & Lending Practices

3

2.9

Provision of Sustainability Oriented Financial Services

5

3.9

Society and Community Related Controversies

3

3.6

RESPONSIBLE LENDING AND INVESTMENT
• Despite having strong environmental and social standards for its banking operations and its non-involvement in
payday loans, the bank does not have an enterprise-wide responsible investment policy for its investment management services.

• Strong performance in the provision of sustainability-oriented financial services is due to an aggressive commitment
and targets to promote climate change mitigation financing and financial inclusion. Has a USD 50 billion commitment for investment in environmental initiatives from 2013 to 2023; has a commitment to spend USD 1.5 trillion for
		
community development from 2009 to 2019, one of the largest commitments to financial inclusion.

Total Responsible Lending and Investment Practices

4

3.3

BoA

Average

Disclosure of Compensation Methodology

3

4.1

Link Between Compensation Levels and Financial and ESG Performance

3

2.9

Components of Executive Compensation

3

3.4

Total Executive Compensation

3

3.4

3 / Executive Compensation

• Criticized by civil society groups and NGOs for its financial relationships with the defense industry including firearm
manufacturers, as well as environmentally-sensitive industries such as coal.
• Overall score on responsible lending and investment is slightly above average, but suggests that the bank has some
more room for improvement particularly in the areas of responsible investment and lending to controversial
industries.
EXECUTIVE COMPENSATION

		

• Rationale for performance indicators that are linked to executive compensation is inadequate.

4 / Political Contributions

BoA

Average

Existence and Strength of Policy on Political Contributions

4

3.7

• Vesting period has not been disclosed.

Disclosure of Political Contributions

3

3.0

• Has not capped variable compensation, although its clawback criteria go beyond compliance.

Disclosure of Lobbying Activities

1

2.4

Political Contributions Amounts

1

1.0

• Overall executive compensation score is below average, reflecting inadequate transparency. Failure to cap executive
bonuses suggests failure to address one of the key criticisms against banks.

Total Political Contributions

2

2.6

• While non-financial factors are considered in executive remuneration, these factors have not been disclosed.

POLICY ON POLITICAL CONTRIBUTIONS
• Has improved its policy on political contributions in light of the Citizens United ruling but transparency over actual
amounts and recipients needs improvement.

Performs well above its peers by meeting most of the best practices. The company’s score is above the average score by more than 1 point.
Performs slightly better than peers, however, it has to yet to address factors that contribute to downside risk. The company’s score is above the average score by 1 point or less.
Performs below average and has not met most of the criteria set for each theme. Has to address outstanding issues in a substantive way. The company’s score falls below the
average score.
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• Consistently large lobbying amounts over various proposed regulations are a significant concern.
• Overall score on political contributions is below average due to inadequate transparency over actual figures
and recipients.
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BoA

Average

Risk Management

4

3.6

Responsible Lending and Investment Practices

3

3.3

Executive Compensation

3

3.4

Political Contributions

3

2.6

SUMMARY OF OVERALL PERFORMANCE : BNY Mellon’s overall score was above average, underscoring the company’s
strengths in risk management, business practices, executive compensation policy, and political contributions policy. As an investment manager and custodian bank, it has negligible exposure to retail and wholesale lending controversies and other controversies associated with investment banking that confront its peers. However, areas of weakness that need to be addressed are potential conflict of interest risks, meeting regulatory commitments, its clawback criteria for executive compensation, and promotion of
sustainability-related financial services as well as financial inclusion, where it scored the lowest.
RISK MANAGEMENT STRUCTURE
• Strong enhancements in its risk management structure.

		
• While it has no representation in the New York Federal Reserve board, its representations in clearinghouses pose poten1 / Risk Management

tial conflict of interest risks.

BNY

Average

Risk Management Structure

5

5.0

Potential Conflicts of Interest

4

3.0

Compliance with Upcoming Regulations

4

4.3

Business Practices

5

2.1

Business Ethics & Corporate Governance Controversies

4

3.7

Total Risk Management

4

3.6

BNY

Average

Responsible Investment & Lending Practices

3

2.9

• Is not involved in payday lending or similar services.

Provision of Sustainability Oriented Financial Services

1

3.9

• Has a higher percentage of assets under management where ESG criteria are applied, although its responsible investment
policy is weak.

Society and Community Related Controversies

5

3.6

Total Responsible Lending and Investment Practices

3

3.3

• On track to meet Basel III capital requirements and reports compliance with the Volcker rule, although it is not up to date
with commitments with other dealers and the New York Fed.
• Performed better than peers in the area of business practices because it disclosed toxic assets information, does not use
algorithmic trading, and does not operate a dark pool. However, it does not disclose information on operations in secrecy
jurisdictions.
• Controversies include tax avoidance and overcharging of custodial clients in foreign exchange transactions, which have
the potential to escalate if improperly managed.

• Overall risk management score is slightly above average, reflecting strong performance in risk management structure and
methods, but needs to address outstanding conflict of interest risks and a lag in regulatory compliance.
		

2 / Responsible Lending and Investment

RESPONSIBLE LENDING AND INVESTMENT

• Inadequate disclosure on application of environmental and social standards to business lines.
• Notably poor performance in terms of the provision of sustainability-oriented financial services as its financial inclusion

initiatives do not go beyond the federally mandated Community Reinvestment Act.
		

3 / Executive Compensation

BNY

Average

Disclosure of Compensation Methodology

5

4.1

Link Between Compensation Levels and Financial and ESG Performance

2

2.9

Components of Executive Compensation

3

3.4

Total Executive Compensation

3

3.4

• Due to its business model, it has no exposure to lending-related controversies. It has been criticized for managing or
owning shares (on behalf of clients) in defense companies producing cluster munitions.
• Overall score falls below average due to poor performance on sustainability-oriented financial services
and financial inclusion.
EXECUTIVE COMPENSATION
• Exceeded industry norms by explaining the rationale behind performance indicators.

		
• It ties compensation to performance over the last fiscal year, which is shorter than the best practice of two years, al4 / Political Contributions

though its vesting criteria is more aggressive than most peers.

BNY

Average

Existence and Strength of Policy on Political Contributions

4

3.7

Disclosure of Political Contributions

3

3.0

Disclosure of Lobbying Activities

3

2.4

• Overall executive compensation score is below average, reflecting outstanding issues over clawback criteria and the link
between compensation and financial performance.

Political Contributions Amounts

1

1.0

POLICY ON POLITICAL CONTRIBUTIONS

Total Political Contributions

3

2.6

Performs well above its peers by meeting most of the best practices. The company’s score is above the average score by more than 1 point.
Performs slightly better than peers, however, it has to yet to address factors that contribute to downside risk. The company’s score is above the average score by 1 point or less.
Performs below average and has not met most of the criteria set for each theme. Has to address outstanding issues in a substantive way. The company’s score falls below the
average score.
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• Its clawback criteria do not go beyond compliance.
• Caps executive bonuses, which differentiates the bank from peers.

• Strong political contributions policy addresses Citizens United ruling.
• Disclosure on direct political contributions meets compliance requirements but more voluntary transparency is needed on
recipients of contributions.
• Voluntary public disclosure of lobbying amounts is beyond industry norms at the time of the survey, although the significant annual lobbying amounts over various regulations are a concern.
• Overall political contributions score is slightly above average due to a strong policy and a relatively higher level of
transparency compared to peers. However, disclosure needs to further improve particularly on recipients of its lobbying
money.
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Citi

Average

Risk Management

4

3.6

Responsible Lending and Investment Practices

3

3.3

Executive Compensation

3

3.4

Political Contributions

3

2.6

SUMMARY OF OVERALL PERFORMANCE : Citi’s score is below average due to weaknesses and/or inadequate disclosure
and weaker performance in risk management, compliance with new regulations, responsible investment, executive compensation and lobbying spending, as well as involvement in high-profile controversies relating to business ethics and lending.
Citi is one of the top performers in terms of responsible lending due to strong environmental and social standards for large
transactions including project finance, as well as the promotion of financial inclusion and sustainable products and services.
RISK MANAGEMENT STRUCTURE
• Risk management enhancements are generally strong and consistent with best practice.
• Is not represented in the New York Federal Reserve board, although it faces potential conflict of interest for

		
representation in clearinghouses.
1 / Risk Management

Citi

Average

Risk Management Structure

5

5.0

Potential Conflicts of Interest

3

3.0

Compliance with Upcoming Regulations

4

4.3

Business Practices

2

2.1

Business Ethics & Corporate Governance Controversies

4

3.7

Total Risk Management

4

3.6

• As a global systematically important financial institution (G-SIFI) with the highest capital requirements, it has yet   
to meet the Basel III rules, although it reports compliance with the Volcker rule.
• While it disclosed information on toxic assets and high-frequency trading, its performance was adversely affected
by its operation of a dark pool and poor disclosure of operations in secrecy jurisdictions, a key risk for a bank with
highly globalized operations.
• Involved in several ethical controversies including alleged Libor manipulation, gas price manipulation and
insider trading.
• Overall risk management score is slightly above average, although high-risk business practices, involvement in
controversies, and potential conflict of interest risks signal caution.

		
RESPONSIBLE LENDING AND INVESTMENT
2 / Responsible Lending and Investment

Citi

Average

Responsible Investment & Lending Practices

3

2.9

Provision of Sustainability Oriented Financial Services

4

3.9

Society and Community Related Controversies

3

3.6

Total Responsible Lending and Investment Practices

3

3.3

• Has strong environmental and social standards for large financial transactions. As a UN Global Compact signatory, it
incorporates a wide range of environmental and social issues into its risk assessments. The absence of a responsible
investment policy for its investment management services, however, is an area for improvement.
• Has a strong program to promote sustainability-related financing as well as a relatively extensive microfinance
network.
• Has the highest exposure to lending risks due to involvement in project finance. The bank has been criticized for
financing controversial industries such as defense and coal.

		
3 / Executive Compensation

• Overall lending and investment score is below average, reflecting the adverse impact of the company’s lendingrelated controversies on its performance.

Citi

Average

Disclosure of Compensation Methodology

3

4.1

Link Between Compensation Levels and Financial and ESG Performance

2

2.9

• Inadequate disclosure of rationale for performance indicators that are linked to executive compensation.

Components of Executive Compensation

3

3.4

Total Executive Compensation

3

3.4

• Executive compensation is tied to the bank’s performance over the last financial year, which is shorter than the best
practice of two years, although vesting criteria are more aggressive than peers.

EXECUTIVE COMPENSATION

• Does not cap executive bonuses, although clawback criteria go beyond compliance.

		
4 / Political Contributions

• Overall executive compensation score is below average, signaling the need for the bank to improve transparency
and address outstanding issues relating to link between remuneration and performance as well as executive
bonuses.

Citi

Average

Existence and Strength of Policy on Political Contributions

4

3.7

Disclosure of Political Contributions

3

3.0

Disclosure of Lobbying Activities

3

2.4

• Strong political contributions policy incorporates Citizens United decision.

Political Contributions Amounts

1

1.0

Total Political Contributions

3

2.6

• Disclosure on direct political contributions meets compliance requirements but more voluntary transparency is
needed on recipients.

Performs well above its peers by meeting most of the best practices. The company’s score is above the average score by more than 1 point.

POLICY ON POLITICAL CONTRIBUTIONS

• Significant annual lobbying amounts over various regulations are of concern.
• Overall political contributions score is slightly above average due to a strong policy, but more transparency is
needed on actual amounts and recipients.

Performs slightly better than peers, however, it has to yet to address factors that contribute to downside risk. The company’s score is above the average score by 1 point or less.
Performs below average and has not met most of the criteria set for each theme. Has to address outstanding issues in a substantive way. The company’s score falls below the
average score.
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GS

Average

Risk Management

3

3.6

Responsible Lending and Investment Practices

4

3.3

Executive Compensation

4

3.4

Political Contributions

3

2.6

SUMMARY OF OVERALL PERFORMANCE : Goldman Sachs’ overall score is above average, underscoring strengths in
compliance with new regulations, responsible lending, promotion of sustainable products and services and financial inclusion, executive compensation, and political contribution policy. The company stands out for its adequate responsible investment policy compared to its peers. Areas of weakness include risk management, exposure to potential conflict of interest
risks, and business practices.
RISK MANAGEMENT STRUCTURE
• Inadequate implementation of new risk management resources and risk management methods cover three out of
four best practices.

		
• Representation in more than three clearinghouse boards as well as in an advisory board of the New York Federal
1 / Risk Management

Reserve poses significant conflict of interest risks.

GS

Average

Risk Management Structure

5

5.0

Potential Conflicts of Interest

2

3.0

Compliance with Upcoming Regulations

5

4.3

• While it provided some information on its toxic assets portfolio, its disclosure on secrecy jurisdictions as well as highfrequency trading is weak. Performance was also adversely affected by the operation of a dark pool.

Business Practices

2

2.1

• Involved in multiple legacy controversies, including conflict of interest.

Business Ethics & Corporate Governance Controversies

4

3.7

Total Risk Management

3

3.6

• Overall risk management score is lower than average, reflecting significant conflict of interest risks and risks associated with its business practices.

• As a global systematically important financial institution, it is on track to meet Basel III capital requirements and
reports implementation of the Volcker rule.

RESPONSIBLE LENDING AND INVESTMENT

		
2 / Responsible Lending and Investment

GS

Average

Responsible Investment & Lending Practices

4

2.9

Provision of Sustainability Oriented Financial Services

5

3.9

Society and Community Related Controversies

4

3.6

Total Responsible Lending and Investment Practices

4

3.3

• Has an adequate responsible investment policy as well as strong environmental and social standards for large transactions. However, it is invested in high-risk businesses such as commodities.
• Has a strong program to promote sustainable products and services as well as financial inclusion. Has committed to
spend USD 40 billion between 2012 and 2022 for renewable energy and environmentally beneficial activities.
• It has been criticized for its financial relationships with controversial companies and/or industries such as coal, controversial weapons and nuclear weapons producers.
• Overall lending and investment score is slightly above average, reflecting the company’s strengths in sustainability

financing and due diligence standards, but criticism over financial transactions with controversial industries need to
		

3 / Executive Compensation

be addressed.

GS

Average

Disclosure of Compensation Methodology

5

4.1

Link Between Compensation Levels and Financial and ESG Performance

3

2.9

Components of Executive Compensation

4

3.4

• Has an aggressive vesting criteria compared to industry peers and remuneration is tied to the bank’s financial performance over two years, considered the best practice.

Total Executive Compensation

4

3.4

• Caps executive bonuses and its clawback criteria go beyond compliance.  

EXECUTIVE COMPENSATION
• Exceeded industry norms by explaining the rationale behind performance indicators.

		
• Overall executive compensation score is slightly above average due to a relatively higher level of transparency and
4 / Political Contributions

more aggressive vesting criteria, among other strengths. However, the bank’s bonus cap is modest and ESG-related
criteria are not integrated in executive compensation.

GS

Average

Existence and Strength of Policy on Political Contributions

4

3.7

Disclosure of Political Contributions

3

3.0

Disclosure of Lobbying Activities

3

2.4

Political Contributions Amounts

1

1.0

• Disclosure on political contributions and lobbying meets compliance requirements but more voluntary transparency
is expected on recipients of contributions.

Total Political Contributions

3

2.6

• Significant annual lobbying amounts spent over various regulations pose a concern.

Performs well above its peers by meeting most of the best practices. The company’s score is above the average score by more than 1 point.

POLICY ON POLITICAL CONTRIBUTIONS
• Has a strong policy on political contributions that integrates the Citizens United decision.

• Overall political contributions score is slightly above average due to a strong political contributions policy and levels
of disclosure that meet compliance requirements. However, more voluntary transparency is need on actual amounts
and recipients.

Performs slightly better than peers, however, it has to yet to address factors that contribute to downside risk. The company’s score is above the average score by 1 point or less.
Performs below average and has not met most of the criteria set for each theme. Has to address outstanding issues in a substantive way. The company’s score falls below the
average score.
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JPM

Average

Risk Management

3

3.6

Responsible Lending and Investment Practices

4

3.3

Executive Compensation

3

3.4

Political Contributions

3

2.6

SUMMARY OF OVERALL PERFORMANCE : JP Morgan Chase’s overall score is above average, highlighting its strengths
in its risk management structure, lending standards, and executive compensation. Despite its strong and comprehensive risk
management system, the company has been scrutinized for its USD 6.2 billion trading loss that implied risk management
gaps. Other weaknesses include involvement in ethical and lending controversies, potential conflicts of interest and complying with upcoming new regulations.
RISK MANAGEMENT STRUCTURE
• Reported strong risk management structure and methods, although this was challenged by the “London Whale”
controversy.

		
• Representation in clearinghouse boards and the advisory board of the New York Federal Reserve pose significant
1 / Risk Management

JPM

Average

Risk Management Structure

5

5.0

Potential Conflicts of Interest

4

3.0

Compliance with Upcoming Regulations

4

4.3

Business Practices

1

2.1

Business Ethics & Corporate Governance Controversies

2

3.7

Total Risk Management

3

3.6

conflict of interest risks.
• As a global systematically important financial institution (G-SIFI), it has yet to meet Basel III capital requirements,
although it reports compliance with proposed rules on proprietary trading.
• Underperformance in business practices reflects inadequate transparency on toxic assets, secrecy jurisdictions and
algorithmic trading. Moreover, its performance was also negatively affected by its operation of a dark pool.
• Overall score on risk management was below average due to its outstanding controversy relating to the London
Whale trading loss, as well as multiple business ethics controversies notably alleged Libor manipulation and money
laundering compliance deficiencies. The London Whale controversy has placed the company’s internal controls and
risk management under increased levels of regulator, investor and public scrutiny and shareholder concerns have
spilled over to corporate governance.

		
2 / Responsible Lending and Investment

JPM

Average

Responsible Investment & Lending Practices

3

2.9

Provision of Sustainability Oriented Financial Services

4

3.9

Society and Community Related Controversies

3

3.6

Total Responsible Lending and Investment Practices

4

3.3

RESPONSIBLE LENDING AND INVESTMENT
• Has strong environmental and social standards for large investment banking and wholesale lending transactions.
However, it has no responsible investment policy despite having an asset management arm that is a signatory to the
UN Principles of Responsible Investment, as well as being a large asset owner including of physical commodities.
• While it has a relatively strong financial inclusion program, unlike peers it has not made clear commitments on
sustainability-related financing. Is one of the leading proponents for impact investing through the JP Morgan Social
Finance.

		
• Has frequently been criticized by civil society groups for lending to controversial sectors such as weapons producers
3 / Executive Compensation

JPM

Average

Disclosure of Compensation Methodology

3

4.1

Link Between Compensation Levels and Financial and ESG Performance

4

2.9

Components of Executive Compensation

3

3.4

Total Executive Compensation

3

3.4

and the coal industry.
• Overall lending and investment score is slightly higher than average due to strengths in its environmental and social
due diligence and financial inclusion. However, the company needs to address the absence of a responsible investment policy as well as criticism on its financial transactions with controversial industries.
EXECUTIVE COMPENSATION
• Inadequate justification of performance indicators that are linked to executive compensation.

• Vesting criteria and two-year link between the bank’s performance and compensation meet best practice, although
		

4 / Political Contributions

JPM

Average

Existence and Strength of Policy on Political Contributions

4

3.7

Disclosure of Political Contributions

3

3.0

Disclosure of Lobbying Activities

3

2.4

Political Contributions Amounts

1

1.0

Total Political Contributions

3

2.6

Performs well above its peers by meeting most of the best practices. The company’s score is above the average score by more than 1 point.
Performs slightly better than peers, however, it has to yet to address factors that contribute to downside risk. The company’s score is above the average score by 1 point or less.
Performs below average and has not met most of the criteria set for each theme. Has to address outstanding issues in a substantive way. The company’s score falls below the
average score.
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disclosure on the use of ESG targets to evaluate executive compensation is inadequate.

• Although its clawback criteria go beyond compliance, it does not cap executive bonuses, which indicates that it has
yet to address a key governance concern among responsible investors.
• Overall executive compensation score is below average, reflecting inadequate transparency in this area and failure
to cap executive bonuses. However, it meets best practice in terms of vesting and clawback criteria, and the twoyear link between the bank’s performance and compensation.
POLICY ON POLITICAL CONTRIBUTIONS
• Has a strong policy on political contributions that integrates the Citizens United decision.
• Disclosure of political contributions and lobbying meets compliance requirements, although more voluntary transparency is needed on recipients and actual amounts.
• Significant annual political lobbying expenditures are a continuing concern.
• Overall political contributions score is slightly above average due to strength of political contributions policy, although the company needs to provide more information on amounts and recipients of its political donations.
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MS

Average

Risk Management

4

3.6

Summary of overall performance : Morgan Stanley’s overall score is below average due to weaknesses in the
following areas: responsible lending and investment, and political contributions. The company’s inadequate disclosure on
public policy issues falls short of best practices. Morgan Stanley is a strong performer in terms of risk management and executive compensation. It stands out among peers for having already met capital ratio requirements at the time of the survey.

Responsible Lending and Investment Practices

3

3.3

Risk Management Structure

Executive Compensation

4

3.4

Political Contributions

2

2.6

			
1 / Risk Management

MS

Average

Risk Management Structure

5

5.0

Potential Conflicts of Interest

2

3.0

Compliance with Upcoming Regulations

5

4.3

Business Practices

2

2.1

Business Ethics & Corporate Governance Controversies

5

3.7

Total Risk Management

4

3.6

MS

Average

Responsible Investment & Lending Practices

2

2.9

Provision of Sustainability Oriented Financial Services

3

3.9

Society and Community Related Controversies

4

3.6

Total Responsible Lending and Investment Practices

3

3.3

• Disclosed strong and comprehensive enhancements in risk management structures, methods, reporting, monitoring
and oversight.
• Representation in clearinghouse boards poses conflict of interest risks, although it has no representation on the
board of the New York Federal Reserve.
• The first among survey peers to meet expected capital ratio requirements, although unlike peers it was still engaged in proprietary trading as of the time of the survey.
• Less than 5% of trading activities are conducted through high-frequency trading, although its inadequate transparency over toxic assets and secrecy jurisdictions, and its operation of a dark pool affected its performance.
• Has relatively minor ethical controversies compared to peers. Pending controversies include alleged insider trading
and conflict of interest. Due to the company’s business model, it is less exposed to retail and wholesale banking
risks, although it is more exposed to trading risks.

• Overall risk management score is slightly above average reflecting its strong risk management systems, a relatively
higher level of transparency over algorithmic trading and relatively lower exposure to controversies compared to
peers. However, the company needs to address outstanding conflict of interest risks and a lag in regulatory compli		
ance on proprietary trading.

2 / Responsible Lending and Investment

Responsible Lending and Investment
• While its environmental and social standards for investment banking transactions are strong and comparable to
those of peers, it has no responsible investment policy, no disclosure on assets that may be considered responsible
assets and is not a signatory to the UN Principles for Responsible Investment.
• Although spearheading a strong impact investment initiative, the bank has not made concrete commitments to
promote sustainability-related financing .

		

• Relatively lower exposure to criticism over financial services to controversial industries such as defense.

3 / Executive Compensation

MS

Average

Disclosure of Compensation Methodology

5

4.1

Link Between Compensation Levels and Financial and ESG Performance

3

2.9

Components of Executive Compensation

4

3.4

• Exceeded industry norms by explaining the rationale for performance indicators linked to executive compensation.

Total Executive Compensation

4

3.4

• Vesting criteria meet best practice, however, tying compensation to the bank’s performance over the last year falls
short of the best practice of two years.

• Overall lending and investment score is below average, reflecting weaknesses in the responsible investment arena,
and limited programs on sustainability-related financial services and financial inclusion.
Executive Compensation

		

• Sets a cap on executive bonuses and its clawback criteria go beyond compliance.

4 / Political Contributions

MS

Average

Existence and Strength of Policy on Political Contributions

2

3.7

Disclosure of Political Contributions

3

3.0

Disclosure of Lobbying Activities

3

2.4

Political Contributions Amounts

1

1.0

Total Political Contributions

2

2.6

• Overall executive compensation score is slightly above average due to a higher level of disclosure on performance
indicators, a cap on bonuses and best practice vesting criteria. However, the company needs to address outstanding
risks over the one-year link between compensation and performance.
Policy on Political Contributions
• Policy on political contributions is limited in that it does not address all political activities engaged in by
corporations.
• Disclosure on political contributions and lobbying meet compliance requirements but more voluntary transparency
is required on recipients.
• Significant annual lobbying expenditures are of concern to stakeholders.

Performs well above its peers by meeting most of the best practices. The company’s score is above the average score by more than 1 point.
Performs slightly better than peers, however, it has to yet to address factors that contribute to downside risk. The company’s score is above the average score by 1 point or less.

• Overall political contributions score is below average primarily due to its limited political contributions policy.

Performs below average and has not met most of the criteria set for each theme. Has to address outstanding issues in a substantive way. The company’s score falls below the
average score.

38 I Ranking the Banks: A Survey of the Top Seven U.S. Banks

Ranking the Banks: A Survey of the Top Seven U.S. Banks I 39

WF

Average

Risk Management

3

3.6

Responsible Lending and Investment Practices

2

3.3

Executive Compensation

4

3.4

Political Contributions

2

2.6

			
1 / Risk Management

SUMMARY OF OVERALL PERFORMANCE :Wells Fargo’s overall score is below average due to weaknesses in the following areas: risk management, business practices, and responsible lending and investment. The company stands out for
having the weakest lending standards compared to peers at the time of the survey, and for a lower level of transparency on
high-risk business practices such as algorithmic trading and dark pools. The company is a relatively strong performer in terms
of executive compensation and the promotion of green products and services.
RISK MANAGEMENT STRUCTURE
• Inadequate disclosure of risk management methods compared to peers, although risk management structures,
reporting, monitoring and oversight are consistent with best practice.
• Only one representation in the Federal Reserve and no representation on any clearinghouse board, suggesting
lower conflict of interest risks than peers.

WF

Average

Risk Management Structure

5

5.0

Potential Conflicts of Interest

3

3.0

Compliance with Upcoming Regulations

3

4.3

• Inadequate transparency on secrecy jurisdiction, algorithmic trading and dark pools, although it disclosed some
information on toxic assets.

Business Practices

2

2.1

• Relatively lower exposure to ethical and governance controversies.

Business Ethics & Corporate Governance Controversies

4

3.7

Total Risk Management

3

3.6

• Overall risk management score is lower than average, reflecting inadequate transparency over regulatory compliance and business practices.

• Inadequate disclosure of the status of its compliance with the Dodd-Frank provision on the clearing of OTC derivatives, and was still engaged in proprietary trading at the time of the survey.

RESPONSIBLE LENDING AND INVESTMENT

		
2 / Responsible Lending and Investment

WF

Average

Responsible Investment & Lending Practices

2

2.9

Provision of Sustainability Oriented Financial Services

5

3.9

Society and Community Related Controversies

3

3.6

Total Responsible Lending and Investment Practices

2

3.3

• Performance was negatively affected by its exposure to payday loan type of services, the absence of a responsible
investment policy despite its investment management services, and weak lending standards at the time of
the survey.
• Has a strong program to promote sustainability-related financial services through a 10-year commitment to spend
USD 30 billion on climate change mitigation activities.
• Has been criticized by civil society groups over services that resemble payday lending as well as loans to controversial
weapons manufacturers and the coal industry.

• Overall lending and investment score is lower than average. Underperformance was driven by its exposure to
		

3 / Executive Compensation

WF

Average

Disclosure of Compensation Methodology

5

4.1

Link Between Compensation Levels and Financial and ESG Performance

3

2.9

Components of Executive Compensation

4

3.4

Total Executive Compensation

4

3.4

payday lending type of services, and at the time of the survey, weak environmental and social standards for
wholesale lending.
EXECUTIVE COMPENSATION
• Exceeded industry norms by providing a rationale on performance indicators that are linked to executive
compensation.
• Vesting criteria meets best practice, although compensation is tied to the bank’s performance over the last year,
which falls short of the best practice of two years.

		
4 / Political contributions

WF

Average

Existence and Strength of Policy on Political Contributions

4

3.7

Disclosure of Political Contributions

3

3.0

Disclosure of Lobbying Activities

1

2.4

Political Contributions Amounts

1

1.0

Total Political Contributions

2

2.6

• Stands out among peers for capping executive bonuses at between 100% and 250% of fixed salary, lower than
the industry norm of above 250%.
• Overall executive compensation score is slightly above average, reflecting the company’s strengths in explaining its
performance indicators, vesting criteria, and capping executive variable compensation.

POLICY ON POLITICAL CONTRIBUTIONS
• Policy on political contributions is strong and meets best practice.
• Disclosure on political contributions and lobbying meet compliance requirements, but more voluntary transparency
is needed on actual amounts and recipients.
• Similar to peers, the amounts spent on lobbying is a concern.

Performs well above its peers by meeting most of the best practices. The company’s score is above the average score by more than 1 point.
Performs slightly better than peers, however, it has to yet to address factors that contribute to downside risk. The company’s score is above the average score by 1 point or less.

• Overall political contributions score is below average despite having a strong political contributions policy as it
needs to increase voluntary transparency on actual amounts and recipients.

Performs below average and has not met most of the criteria set for each theme. Has to address outstanding issues in a substantive way. The company’s score falls below the
average score.

40 I Ranking the Banks: A Survey of the Top Seven U.S. Banks

!!10_14_Bank Report.indd 40-41

Ranking the Banks: A Survey of the Top Seven U.S. Banks I 41

11/1/13 9:05 AM

LEARNING FROM MISTAKES:
RECENT HIGH LEVEL CONTROVERSIES IN THE
BANKING SECTOR
JP Morgan Chase and the London Whale
Having survived the global financial crisis relatively unscathed, JP Morgan has gained
the reputation as the strongest and most stable U.S. bank. Yet five years after the crisis,
a USD 6.2 billion trading loss thrust JP Morgan into the spotlight not so much for the
amount of money lost, but for the weaknesses in its risk management controls the trading loss exposed. As a consequence, the bank has been cited by regulators for weak internal controls and failure to provide regulators with sufficient information on its transactions. Since then, a number of risk management failures have come to light, including
deficiencies in its anti-money laundering compliance and its involvement in electricity
price manipulation in California. As of the writing of this report, the bank was also
facing regulatory action for failure to alert regulators to the activities of Bernie Madoff,
who used his Chase accounts for his Ponzi scheme, as well as alleged violations in the
way it collects credit card dues. Of all the banks surveyed, JPMorgan faces the highest
exposure to risk management scrutiny from regulators and investors and faces the most
pressure to disclose further improvements in its ERM.

LIBOR Manipulation
Multiple banks, including those surveyed by ICCR, are facing multi-country regulator
investigations on allegations that their traders manipulated submissions to panels setting
benchmark interest rates, such as the London Interbank Offered Rate (LIBOR). These
rate manipulation attempts occurred before and during the onset of the global financial
crisis as traders attempted to cover up losses for derivatives trades, or generate additional profits from these transactions. JP Morgan Chase, Citi and Bank of America are
among the international banks that face hefty penalties if allegations are proven to be
true. While there is no evidence to suggest that these activities were sanctioned by the
banks’ executive leadership, available evidence indicate that there was active collusion
among traders in the industry, and some senior managers were aware of it. The impact of
attempts to rig key interest rates may take years to unravel. LIBOR alone was the benchmark for an estimated USD 800 trillion worth of financial products, including mortgage
rates and credit card interest rates. As numerous lawsuits suggest, these actions may have
led to home borrowers paying more for their mortgages, or may have misled institutional
investors into accepting the banks’ financial condition during the crisis. While the extent
of the damage may not be fully measured, what is clear is that the actions of a few cast
grave doubt on the integrity of the entire system.
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Subprime Mortgages
It would be difficult to understate the impact American homeowners suffered as a result
of the burst housing bubble. The process of recovery has involved millions of homeowners, numerous federal and state regulators and of course those involved in the origination, servicing or securitization of mortgages across the country.
The initial culprits were identified as subprime mortgages and directly implicated were
those who either bought or sold them. However, as more information was uncovered,
the number of institutions and regulators that were implicated in what had grown into
a massive housing bubble multiplied significantly. Lost documents, balloon payments,
“robo signings”, lack of transparency or disclosure in how mortgage-backed products
were collateralized and foreclosure improprieties were among a long list of abuses that
were revealed and prosecuted by U.S. state attorneys general.
Bank of America had the highest exposure to mortgage-related lawsuits in dollar terms
through its acquisition of Countrywide Financial Corporation in 2008. At one point,
claims made against the bank amounted to nearly USD 40 billion, putting pressure on its
quarterly financial performance in FY2012. Goldman Sachs’ reputation suffered when it
was investigated by the Securities and Exchange Commission and the U.S. Senate over
fraud and conflict of interest in the management of one of its collateralized debt obligations (CDOs). For a while, the threat of criminal prosecution loomed over one of the
most profitable investment banks. Meanwhile, Wells Fargo had the highest exposure to
discriminatory lending allegations. Until last year, the bank faced multiple lawsuits by
state regulators alleging that Wells Fargo mortgage loan officers or those from Wachovia, which was acquired in 2008, engaged in “reverse redlining”, effectively pushing lowincome minority borrowers into high-risk loans that led to higher default rates. Improper
foreclosures, highlighted by the robo-signing scandal, compounded the banks’ legal
woes. The U.S. government and state regulators won multibillion dollar settlements with
large banks, suggesting the extent of the violations of consumer protection regulations.
Four of the surveyed banks were among five financial companies that agreed to pay a
record USD 25 billion to state regulators to settle a multi-state improper home foreclosure investigation.
The long list of settlements between government agencies and the major institutions
implicated in this meltdown is clear evidence of the depth of the reform that is needed in
the sector and ICCR members continue to dialogue and file resolutions on this important topic.
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VI.		CONCLUSION
Building a global financial system that will serve the capital and credit needs of everyone
demands the commitment of all stakeholders including policymakers and regulators,
corporate management and shareholders as well as consumers. This study was a valuable
engagement tool to gain a deeper understanding of each institution’s corporate philosophy and an outstanding example of a constructive collaboration between concerned
investors and company management eager to ascertain how corporate responsibility and
performance could be improved.
As each institution is the product of both a distinct heritage and the blending of corporate philosophies and personnel due to multiple mergers and acquisitions, each bank
displayed the unique imprint of its history and culture in its response. This was
evident both in banks initial responses to the project and in their levels of participation
and their distinct approaches to the specific questions.
Many of themes in the survey were intended to address the broader issue of social purpose for the financial services sector. This must remain a priority for any publicly chartered corporation and should be reflected in business models, in policies and programs
and in the products and services that they offer their customers. However, as long-term
investors in the sector and fiduciaries for our respective organizations we are also painfully conscious of the enormous financial risk we all face when the “social themes”
covered by this survey are not adequately addressed. As shareholders we see a direct and
material correlation between an institution’s attendance to these issues and its respective
degree of risk exposure.
•

In addressing the priority of risk management the survey sought to uncover how a
commitment to market stability and risk containment was reflected in the banks’
policies and operations. This extremely important reality has been recognized and
extensively debated under the topics of “too big to fail” and “systemically important
financial institutions”. The banks’ discussion and responses on risk management displayed an obvious concern about revealing any proprietary information or strategies
and also included a passive “wait and see” approach to unfinished Dodd-Frank rules
and regulations that could impact their business models.

•

In addressing responsible lending and investments the survey attempted to reveal the
level of scrutiny banks were applying to their own investments as well as to the quality of the products and services offered to the public and their potential impacts on
the environment and on communities. Given accelerated climate change predictions
and a growing global water crisis, ICCR members wanted to learn what the banks
were doing to integrate these impacts into their lending and investment practices.
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Their responses to questions about climate change and water could be characterized
as evolving as they are trying to stay abreast of the prevailing research and proposals they are receiving. While these acknowledgements proved somewhat encouraging, we believe a more proactive stance on these environmental and social issues is
appropriate.
•

The responses to our questions regarding executive compensation practices highlight what are longstanding concerns regarding increasingly outsized packages that
are often more aligned with personalities and less aligned with performance. While
this survey is an assessment of institutional performance, as long-term investors we
acknowledge that the honesty, integrity and competence of the individuals at the
helms of these institutions and the corporate cultures they create are a critical determinant in all of the results we analyzed.

•

The questions about political contributions and lobbying sought to highlight the
importance of an open political legislative and regulatory system that would support
a more transparent, sustainable and stable financial system. Assembling and disclosing the data for questions on executive compensation and political contributions
obviously came easier than some of the risk management questions. However, even
in these instances some policies were found to be under review and subject to revision or updating over the life of the survey. It was encouraging to note that some of
these revisions were prompted by questions and resolutions submitted by concerned
shareholders.

In all of these areas, we learned that, while policies  and programs have been adopted to
address the major issues raised by the crisis itself and its fallout, all the banks surveyed
needed to do much more to operationalize these new initiatives  and to support  the
reforms that have already been signed into law.
As fiduciaries and engaged investors, we are committed to the continuous evaluation
and improvement of corporate policies and practices.  In our ongoing engagements with
these institutions and others in the financial services sector, we will monitor the progress
of the implementation of the commitments that have been made and support the adoption of proposals to improve the safety and soundness of the system and the reliability of
the credit and other services that are offered to customers.
We also want to make a positive contribution to the redirection of the financial sector
towards the fulfillment of its social purposes. We will work to do this by listening to
the priorities of communities and stakeholders and by supporting greater transparency,
literacy and accountability in the banking sector. In our future activities and dialogues,
we will continue to work to  restore the trust of all stakeholders in the financial sector
by pressing the banks to improve  the integrity of their business models by continuously
reviewing the adequacy of their business standards and providing the highest standard of
ethical training to their employees.
We welcome the voices and support of other like-minded investors in these efforts.
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Bank Questionaire
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I.

RISK MANAGEMENT

I.1 Risk management structure
Has the bank dedicated new resources to risk management since 2007: (please select)
New procedures and processes? 
New IT systems? 
Additional staff and HR resources? 
And does it monitor the outcomes of such changes?
Yes  No 
How?…………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
I.2 - Risk management methods
Do the risk management structures cover the following elements: (please select)
1 / a comprehensive approach to risk integrating different sources
(credit risk, market risk, operational risk, liquidity risk, and reputational risk) 
2 / implemented across all business lines 
3 / includes new perspectives and new metrics since the crisis: indicators which go beyond Value at Risk, and
include stress testing and back testing 
4 / the stress testing standards (macro-economic assumptions) are more rigorous than those of the FED's most
recent stress tests 
Notes:

I.3 - Risk management internal reporting
Are risk management reporting lines distinct from hierarchical lines: i-e does an employee involved in risk
management report to the chief risk officer independently from their manager?
Yes  No 
Does the CRO report directly to the Board of Directors?
Yes  No 
Notes:

I.4 – Bank-wide risk identification and analysis
Are risk management officers engaging at least quarterly with the three following levels of governance?
(please select)
board members 
executive management (CEO & 2nd ranking officers) 
all business lines 
If not quarterly how often?...............................................
Notes:

I.5 - Board involvement in RM: composition of the risk committee (or audit committee)
What proportion of members of the risk management committee of the board
are independent………………….%
and have a relevant and proven experience in Risk Management …………………%
Is the information publicly available? Yes  No 

Where?............................................................................

Notes:

I.6 - Board Positions on Clearinghouses
Do representative(s) of the bank sit on one or more clearinghouse boards?
Yes  No 
If yes how many?....................................................
Is the bank a shareholder of a clearinghouse?
Yes  No 
Which one(s)? ……………………………………………………………………………………………….
In each case, how much of the capital does it hold? …………………..% of ………………., ……….% of ………………………..,
……………………..% of ……………………………,
Notes:

I.7 - Board positions at FEDs
Do representative(s) of the bank sit on one or more board of a regional Federal Reserve Bank?
Yes  No 
If yes how many?..........................................................................................
Do representative(s) of the bank sit on one or more board of a Federal Home Loan Bank?
Yes  No 
If yes how many?..........................................................................................
Notes:

I.8 - Basel III Capital adequacy:
How close is the bank to its Basel III capital ratio requirements?.................................% achieved
as of………………….2012
Notes:

I.9 - Dodd Frank Compliance - Volcker rule
Is the bank already compliant with the Volcker rule?
Yes  No 
If not does it have a timeline?
Yes  No 
If yes when ? …………………………………………………………….
Notes:

I.10 Dodd Frank Compliance - Clearing of OTC derivatives
Is the bank up to date with all commitments made with other dealers and the NY FED?
Yes  No 
If not is there a timeline?
Yes  No 
If yes when ? ……………………………………………………………
Notes:

I.11 ‘Toxic Assets’ portfolio estimation
How much of the ‘toxic assets’ (assets whose value has fallen significantly or for which there is no longer a
functioning market) in % have already been moved from the banks’ balance sheet? ………………….% as
of…………….2012
If they have not been sold off yet, how much has been marked down to fair value? ………………….% as
of…………….2012
Notes:

I.12 Disclosure of private banking activities in secrecy jurisdictions listed on FSI index 2011
(see Annex: FSI results sheet)
Does the bank disclose detailed information about its activities in secrecy jurisdictions?
Yes  No 
If yes where is the information available?.......................................................
Notes:

I.13 - Disclosure of beneficial ownership of accounts in secrecy jurisdictions listed on FSI index 2011
(see Annex: FSI results sheet)
Does the bank disclose the beneficial ownership of accounts in secrecy jurisdictions?
Yes  No 
If yes where is the information available?.......................................................
Notes:

I.14 High frequency / algorithm trading
Is the bank using high frequency or algorithmic trading?
Yes  No 
If yes how much (in %) of its trading activities (in $) is done that way?...................................%
Notes:

I.15 - Dark pools
Does the bank operate a non-public trading platform for its clients?
Yes  No 
Does it facilitate transactions in other non-public exchanges for its clients or utilize dark pools for its own
proprietary accounts?
Yes  No 
Notes:

I.16 - Performance on FED stress tests
Did the bank pass the latest FED tests?
Yes  No 
If it did not, would it have passed without proposed capital return in the form of dividends ?
Yes  No 
Notes:

I.17 – Politically Exposed Persons
To assess the risk of providing financial services to PEPs, how many of the following elements has the bank set up?
1/ internal procedures that include access to professional databases 
2/involvement of senior management level to periodically review existing relationships with PEPs 
3/involvement of an external consultancy firm to supply additional information on the PEPs 
Notes:

I.18 Corporate Governance controversies – covered by Sustainalytics
I.19 Business ethics controversies – covered by Sustainalytics

II. RESPONSIBLE INVESTMENT AND LENDING PRACTICES

II.1 Level of bad loans provisions
Over the last 12 months, what has been the average ratio of loan loss reserves / non-performing loans? ………………%
Notes:

II.2 % of mortgage loans that have led to foreclosure vs. loans that were modified?
Over the last 12 months, what has been the average ratio of restructured residential mortgage debt / non
performing residential loans?
…………………..%
Notes:

II.3 Involvement in pay day loans / public deposit advances
Is the bank involved in pay day loans or their equivalents directly ?
Yes  No 
or through subsidiaries?
Yes  No 
Notes:

II.4 UN PRI signatory
covered by Sustainalytics
II.5 Policy on responsible investment
covered by Sustainalytics
II.6 Environmental & Social Standards
in Credit and Loan Business
covered by Sustainalytics
II.7 Integration of Climate Change in investment and lending practices
Is impact on Climate change integrated in all investment and lending practices?
Yes  No 
In some investments and loans only
Yes  No 

Which ones?
……………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
…………………………………………………………………………………………………………………………………………………………………………………..
How?…………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
…………………………………………………………………………………………………………………………………………………………………………………...
II.8 Integration of Water in investment and lending practices
Is impact on Water integrated in all investment and lending practices?
Yes  No 
In some investments and loans only
Yes  No 
Which ones?
……………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
…………………………………………………………………………………………………………………………………………………………………………………..
How?…………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
…………………………………………………………………………………………………………………………………………………………………………………...
II.9 Assets Under Management in Responsible Investment
covered by Sustainalytics
II.10 Equator Principles and Related Reporting
covered by Sustainalytics
II.11 Sustainability Related Financial Services
covered by Sustainalytics
II.12 Programmes and Targets to Promote Access to Financial Services for Disadvantaged People
covered by Sustainalytics
II.13 Society & Community Related Controversies or Incidents
covered by Sustainalytics

III. EXECUTIVE COMPENSATION
III.1 - Performance indicators used to determine compensation levels

Which performance indicators are used to determine compensation levels ?
…………………………………………..
…………………………………………..
…………………………………………..
…………………………………………..
how do they support sound risk management practices and benefit shareholders?
……………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
Notes:

III.2 Executive compensation tied to ESG performance
covered by Sustainalytics
III.3 - Level of executive compensation that is tied to LT performance
What is the % of remuneration that vests in more than 3 years ? …………………………………….%
Notes:

III.4 - Level of executive compensation tied to bank performance over the last couple of years
Is executive compensation tied to the bank’s past performance?
Yes  No 
If yes is it over the last two years?
Yes  No 
Over the last year?
Yes  No 
Notes:

III.5 – Components of executive compensation
What portion of executive compensation is given in
cash……………..% options…………..% stocks……………….% benefits………………..%

Is there a cap to the variable component of executive compensation?
Yes  No 
If yes at which level has it been set?..................................% of the fixed remuneration
Notes:

III.6 - Clawback provisions
Has the board set up some clawback provisions on executive compensation that go beyond just "not breaking the
law" ?
Yes  No 
If yes, what are they?
……………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………
On how many years back do they apply?.............................
Notes:

IV. POLITICAL CONTRIBUTIONS
IV.1 Policy on political contributions
covered by Sustainalytics

IV.2 Disclosure of direct political contributions
Does the bank discloses direct political contributions?
Yes  No 
and distinguishes amounts given to political parties, Yes  No 
trade associations Yes  No 
and other organisations? Yes  No 
Notes:

IV.3 Disclosure of lobbying activities
Does the bank discloses lobbying amounts?
Yes  No 
and distinguishes between parties Yes  No 
trade associations Yes  No 
and other organisations? Yes  No 
Notes:

IV.4 Political contribution amounts
covered by Sustainalytics

Thank you very much for your time and consideration in completing this questionnaire!
Your cooperation is highly appreciated!

Annex: Financial Secrecy Index Countries
RANK

Jurisdiction

FSI - Value

Secrecy Score

Global Scale Weight

1

Switzerland

1879.2

78

0.061

2

Cayman Islands

1646.7

77

0.046

3

Luxembourg

1621.2

68

0.131

4

Hong Kong

1370.7

73

0.042

5

USA

1160.1

58

0.208

6

Singapore

1118.0

71

0.031

7

Jersey

750.1

78

0.004

8

Japan

693.6

64

0.018

9

Germany

669.8

57

0.046

10

Bahrain

660.3

78

0.003

11

British Virgin Islands

617.9

81

0.002

12

Bermuda

539.9

85

0.001

13

United Kingdom

516.5

45

0.200

14

Panama

471.5

77

0.001

15

Belgium

467.2

59

0.012

16

Marshall Islands

457.0

90

0.000

17

Austria

453.5

66

0.004

18

United Arab Emirates (Dubai)

439.6

79

0.001

19

Bahamas

431.1

83

0.000

20

Cyprus

406.5

58

0.010

21

Guernsey

402.3

65

0.003

22

Lebanon

397.3

82

0.000

23

Macao

389.8

83

0.000

24

Canada

366.2

56

0.009

25

India

344.0

53

0.013

26

Uruguay

331.0

78

0.000

27

Malaysia (Labuan)

319.3

77

0.000

28

Korea

317.2

54

0.009

29

Liberia

316.9

81

0.000

30

Barbados

266.6

79

0.000

31

Ireland

264.2

44

0.030

32

Mauritius

261.6

74

0.000

33

Philippines

253.9

73

0.000

34

Liechtenstein

239.2

81

0.000

35

Italy

231.2

49

0.008

36

Isle of Man

230.4

65

0.001

37

Israel

230.3

58

0.002

38

Turks & Caicos Islands

218.9

90

0.000

39

Netherlands

199.7

49

0.005

40

Belize

198.4

90

0.000

41

Costa Rica

177.2

77

0.000

42

Guatemala

174.8

81

0.000

43

Gibraltar

174.6

78

0.000

44

Ghana

146.8

79

0.000

45

Andorra

133.6

73

0.000

46

Netherlands Antilles

129.4

83

0.000

47

Aruba

124.9

74

0.000

48

Denmark

121.7

40

0.008

49

Botswana

121.3

79

0.000

50

Portugal (Madeira)

119.4

51

0.001

51

US Virgin Islands

104.2

68

0.000

52

St Vincent & Grenadines

100.9

78

0.000

53

Spain

98.8

34

0.016

54

Malta

98.6

48

0.001

55

Seychelles

95.0

88

0.000

56

Hungary

94.8

47

0.001

57

Latvia

88.9

45

0.001

58

Antigua & Barbuda

88.5

82

0.000

59

St Lucia

78.7

89

0.000

60

Maldives

78.5

92

0.000

61

Grenada

57.6

83

0.000

62

Montserrat

50.1

86

0.000

63

Brunei Darussalam

45.8

84

0.000

64

Monaco

37.7

75

0.000

65

Anguilla

36.0

79

0.000

66

St Kitts & Nevis

31.2

81

0.000

67

San Marino

30.9

79

0.000

68

Samoa

27.5

85

0.000

69

Vanuatu

14.3

88

0.000

70

Cook Islands

13.4

75

0.000

71

Dominica

12.5

80

0.000

http://www.financialsecrecyindex.com/2011results.html

See http://www.financialsecrecyindex.com/index.html for details and methodology

1/ METHODOLOGY

S CORES
For each one of the 29 indicators, different answer categories and corresponding scores were created to
reflect the bank’s performance on a scale from 0 to 100. A score of 100 was allocated to the responses
matching the identified “best practice” for any given KPI. Intermediate scores of 80, 75, 50 or 25 points
reflected responses or practices that lacked one or more components. A score of zero was given when
the bank’s response was deemed “worst practice”, when evidence or information was lacking or
because the bank refused to respond.
Example of the structure of an indicator.
Programs and Targets to Promote Access to Financial Services for Disadvantaged People
Answer category
The bank has a strong and detailed program to promote financial inclusion
The bank has a program to promote financial inclusion but quantitative details are missing
The bank has some activities related to financial inclusion but it has no formal program
Based on available evidence the bank has no initiatives in place to promote access to financial services
for disadvantaged people

Raw score
100
50
25
0

C ONTROVERSY INDICATORS
The rating framework comprises 3 controversy indicators
Corporate Governance controversies
Business ethics controversies
Society & Community Related Controversies or Incidents
Sustainalytics’ controversy methodology considers the following elements: the impact of the incident,
the level of recurrence of similar types of incidents, degree of exceptionality, the company’s level of
responsibility and response to an incident, outstanding risks associated with the incident, and the
company’s risk mitigation efforts. Sustainalytics evaluates controversies on a scale of 1 to 5 with 1 being
the best and 5 as the worst, representing the most egregious behavior in the industry, and the absence
of risk mitigating measures or the lack of willingness to improve corporate behavior.
Controversy levels
None or category 1 controversies or incidents
Companies that obtain this assessment have either no controversies or there are some controversies
but they will have little to no impact on stakeholders.
Category 2 controversies or incidents
Companies that obtain this assessment have some minor controversies that have a low impact on the
stakeholders of the company
Category 3 controversies or incidents
Companies have one or two significant controversies or several unrelated minor controversies with a
noteworthy impact on stakeholders. However they do not point to structural problems and the
company appears capable of managing these issues.

Category 4 controversies or incidents
Companies have one severe or several significant related controversies which point to structural
problems at the company, reflecting important concerns over the company’s capacity or willingness to
manage these issues going forward.
Category 5 controversies or incidents
Companies that obtain this assessment are complicit in violations of basic human rights, the most
serious forms of child or forced labor, serious forms of corruption or fraud or in the most serious crimes
against the environment.

WEIGHT MATRIX

Weights were attributed to the four themes in order to reflect their relative importance in the final
score.
Given its fundamental role in preventing banks from getting involved in risky behaviors, the risk
management theme was allocated 40% of the score.
Responsible lending and investment practices, that address the bulk of banks’ activities, were given a
30% weight.
Executive compensation and political contributions were both given a 15% weight.
These weights were then split among the underlying indicators as presented in the chart below.

Theme / topic

40%

Indicator

1 / Risk management

2%

structure

Risk management structure

2%

structure

Risk management methods

2%

structure

Risk management internal reporting

2%

structure

bank wide risk identification and analysis

2%

structure

Board involvement in RM: composition of the risk committee

2%

structure

performance on FED stress tests

2%

potential conflicts of interest

Board Positions on Clearinghouses

2%

potential conflicts of interest

Board positions at FEDs

2%

compliance

Basel III Capital adequacy

2%

compliance

Dodd Frank Compliance - Volcker rule

2%

compliance

Dodd Frank Compliance - Clearing of OTC derivatives

2%

business practices

Toxic Asset portfolio

2%

business practices

Tax avoidance schemes : disclosure of activities in secrecy jurisdictions

2%

business practices

Tax avoidance schemes: disclosure of beneficial ownership of accounts in secrecy jurisdictions

2%

business practices

High frequency / algorithm trading

2%

business practices

Dark pools

2%

business practices

PEPs

3%

controversies

Corp Governance controversies

3%

controversies

Business ethics controversies

30%

2 / Responsible investment and lending practices

3%

Responsible investment and lending practices

Involvement in pay day loans / public deposit advances

3%

Responsible investment and lending practices

UN PRI signatory

3%

Responsible investment and lending practices

Policy on responsible investment

3%

Responsible investment and lending practices

Environmental & Social Standards in Credit and Loan Business

3%

Responsible investment and lending practices

Integration of Climate Change and water in investment and lending practices

3%

Responsible investment and lending practices

Assets Under Management in Responsible Investment

3%

Responsible investment and lending practices

Equator Principles and Related Reporting

3%

Provision of Sustainability oriented financial services

Sustainability Related Financial Services

3%

Provision of Sustainability oriented financial services

Programmes and Targets to Promote Access to Financial Services for Disadvantaged People

3%

Society and Community related Controversies

Society & Community Related Controversies or Incidents

15%

3 / Executive compensation

2%

Disclosure of compensation methodology

2%

Link between compensation levels and financial and ESG performance Exec compensation tied to ESG performance

3%

Link between compensation levels and financial and ESG performance Level of executive compensation that is tied to LT performance

3%

Link between compensation levels and financial and ESG performance Level of executive compensation tied to bank performance over the last couple of years

2%

Components of executive compensation

maximum levels for variable compensation

3%

Components of executive compensation

clawback provisions

15%

performance indicators used to determine compensation levels

4 / Political contributions

4%

Existence and strength of Policy on political contributions

policy on political contributions

3%

Disclosure of political contributions

Voluntary public disclosure of direct political contributions

4%

Disclosure of lobbying activities

Voluntary public disclosure of lobbying activities

4%

Disclosure of lobbying activities

Voluntary public disclosure of political contribution amounts

At the indicator level, the score is then :
(the raw score obtained based on the answer category selected) x (the weight of this indicator)
The total company score is the arithmetic sum of all the scores obtained at the indicator level.

FINAL SCORES
Scores were calculated based on the answer categories that matched the banks’ responses as of
February 2013.
Final Scores:

Scores at the theme and topic level

BoA

BNY

Citi

GS

JPM

MS

WF

Average

55.35

59.02

54.90

60.00

56.50

55.40

50.73

55.99

1 / Theme: Risk management
BoA

BNY

Citi

GS

JPM

MS

WF

average

Maximum

RM structure

12.00

11.60

10.60

10.60

12.00

11.60

11.00

11.34

12.00

Potential conflicts of interest

2.00

2.50

2.00

1.00

1.50

2.50

2.00

1.93

4.00

Compliance with upcoming regulations

5.50

4.50

4.50

5.00

4.50

5.60

3.10

4.67

6.00

Business practices

2.00

7.00

4.00

3.00

2.00

3.50

3.00

3.50

12.00

Business ethics and Corporate Governance
Controversies

3.00

4.50

3.90

3.90

2.10

5.40

4.80

3.94

6.00

Total score

24.50

30.10

25.00

23.50

22.10

28.60

23.90

25.39

40.00

BoA

BNY

Citi

GS

JPM

MS

WF

average

Maximum

Responsible investment and lending practices

11.85

10.50

9.90

11.67

12.90

6.90

5.17

9.84

21.00

Provision of Sustainability oriented financial services

6.00

0.83

4.50

6.67

4.50

3.00

5.00

4.36

6.00

Society and Community related Controversies

1.50

3.33

1.50

1.67

1.50

2.40

1.67

1.94

3.00

Total score

19.35

14.67

15.90

20.00

18.90

12.30

11.83

16.14

30.00

BoA

BNY

Citi

GS

JPM

MS

WF

average

Maximum

Disclosure of compensation methodology

1.00

2.00

1.00

2.00

1.00

2.00

2.00

1.57

2.00

Link between compensation levels and financial and
ESG performance

3.00

3.00

3.50

4.50

5.00

4.50

4.50

4.00

8.00

Components of executive compensation

3.00

2.75

3.00

3.50

3.00

3.50

4.00

3.25

5.00

Total score

7.00

7.75

7.50

10.00

9.00

10.00

10.50

8.82

15.00

2/ Theme: Responsible lending and investment

3 / Executive compensation

4 / Political contributions

BoA

BNY

Citi

GS

JPM

MS

WF

average

Maximum

Existence and strength of Policy on political
contributions

3.00

3.00

3.00

3.00

3.00

1.00

3.00

2.71

4.00

Disclosure of political contributions

1.50

1.50

1.50

1.50

1.50

1.50

1.50

1.50

3.00

Disclosure of lobbying activities

0.00

2.00

2.00

2.00

2.00

2.00

0.00

1.43

4.00

Political contributions amounts

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

4.00

Total score

4.50

6.50

6.50

6.50

6.50

4.50

4.50

5.64

15.00

The scores at the topic and theme level were then transposed on a normalized scale of 1 to 5 to
facilitate comparisons and graphic representations.
In the example below the maximum score for the topic is 5.00 points.
BoA

BNY

Citi

GS

JPM

MS

WF

Components of executive compensation

3.00

2.75

3.00

3.50

3.00

3.50

4.00

3.25

5.00

Components of Executive Compensation
(normalized score)

3

3

3

4

3

4

4

3.4

5

Splitting 5 points into 5 quintiles mean that each company scoring
-

between 0 and 1.00, has a normalized score of 1

-

between 1.01 and 2.00, has a normalized score of 2

-

between 2.01 and 3.00 has a normalized score of 3

-

between 3.01 and 4.00 has a normalized score of 4

-

between 4.01 and 5.00 has a normalized score of 5.

The normalized scores are presented in the report.

Average Maximum

2/ INDIVIDUAL DETAILED SCORECARDS

Bank of America

BoA

average

Maximum

Final Score

55.35

55.99

100.00

BoA

average

Maximum

12.00

11.34

12.00

Summary of overall performance

BofA's overall score is slightly below average due to a number of weaknesses and/or inadequate
transparency in the following areas: business practices, responsible investment, executive
compensation, and political spending as well as involvement in high-level controversies relating
to business ethics and governance and lending to controversial industries. The bank has
demonstrated strong performance in risk management and lending standards, and was a top
performer in terms of promoting sustainability-related financial services and financial inclusion.

1 / Theme: Risk management

Answer category
Risk Management structure
Risk Management Structures

The bank has implemented new processes, IT systems and additional HR resources to improve
risk management and monitors outcomes of these changes

Risk Management Methods

The bank has implemented a comprehensive approach to risk integrating different strands,
declined across all business lines

Risk Management Internal reporting

Risk management personnel within business lines directly report to the Chief Risk Officer and
not to business line personnel on risk issues

Bank-wide risk identification and analysis

The risk management team/committee is engaging at least quarterly with all business lines, with
executive management (CEO & second ranking officers) and with board members

Board involvement in Risk Management

All members of the risk management committee of the board have a relevant and proven
experience in Risk Management

Performance on FED stress tests

The bank passed the latest FED stress tests

Potential conflicts of interest
No data available

Board positions at FEDs

No bank representative sits on a board of a Federal Reserve Bank

5

5.0

Scored above average due to implementation of full suite of
risk management enhancements and comprehensive
approach to risk. Risk reporting, monitoring and oversight are
in line with best practice.

2.00

Board positions at Clearinghouses

Normalised Normalised
score
average

1.93

4.00

3

3.0

Scored higher than average, suggesting its lower exposure to
potential conflicts of interest risks than peers with board
positions at clearinghouses and/or the Federal Reserve.

Compliance with upcoming regulations

5.50

Basel III Capital adequacy

The bank has less than 0.50% additional capital requirement to meet

Dodd Frank compliance - Volcker rule

The bank is already compliant and does not do any proprietary trading anymore

Dodd Frank compliance - Clearing of OTC
derivatives

The bank is up to date with all commitments made with other dealers and the NY FED

Business practices
The bank disputes the definition of toxic assets

Public disclosure of activities in secrecy
jurisdictions

The bank does not publicly disclose information about its activities in secrecy jurisdictions

Public disclosure of beneficial ownership of
accounts in secrecy jurisdictions

The bank does not publicly disclose information about beneficial ownership of accounts in
secrecy jurisdictions

High / Frequency - Algorithm trading

No data available/ proprietary

Use of Dark pools

The bank operates a dark pool

Management of Politically exposed persons as
clients

The bank has implemented a strong and detailed risk management system to monitor PEPs

Business ethics and Corporate Governance
Controversies
Category 3 controversies

Business ethics controversies

Category 3 controversies

Total score

5

4.3

3.50

12.00

1

2.1

Scored lower than average despite strong management of
politically exposed persons as clients. It demonstrated
inadequate transparency over toxic assets, activities in
secrecy jurisdictions and high frequency trading. Operation
of dark pools is also contrary to best practices.

3.00

Corporate governance controversies

6.00

Scored higher than average as it is on track to meet or has
already met new regulatory requirements, although it is
worth noting that BofA has been designated as a global
systematically important financial institution (G-SIFI).

2.00

Toxic assets porfolio

4.67

3.94

6.00

3

3.7

Scored lower than average due to involvement in significant
controversies including alleged Libor manipulation, insider
trading in Japan (by Merrill Lynch), weak money laundering
compliance in some operations, and fraud. The company
controversies are typical for its size, and the company does
not stand out among peers. Other controversies relate to its
acquisition of Merrill Lynch.
24.50

25.39

40.00

17

18.1

2/ Theme: Responsible lending and investment

Responsible investment and lending practices
Involvement in pay day loans / public deposit
advances

The bank is not involved in pay day loans or their equivalents either directly or through
subsidiaries

Signatory to the UN Principles for Responsible
Investment

One subsidiary is a signatory to the UNPRI

Policy on Responsible investment

no disclosure / no evidence of/ no policy

Environmental and social standards in Credit and
Loan business

The bank has detailed and specific standards for a variety of industries

Integration of water and climate change in
investment and lending practices

The bank integrates water and climate change in some of its investment and lending practices

Assets under management in Responsible
Investment

Between 0% and 0.9% of assets under management can be categorised as "responsible
investment"

Signatory to the Equator Principles and quality of
related reporting

The bank is a signatory to the Equator Principles and disclosure about their implementation is
strong

Provision of Sustainability oriented financial
services
The company has a strong programme to promote sustainable products and services

Programmes and targets to promote access to
financial services to disadvantaged people

The bank has a strong and detailed programme to promote financial inclusion

Society and Community related Controversies

Total score

average

Maximum

11.85

9.84

21.00

3

2.9

4.36

6.00

5

3.9

Scored higher than average due to commitment and targets
to promote sustainable products and services, as well as to
promote financial inclusion. Has a USD 50 billion
commitment for investment in environmental initiatives
from 2013 to 2023; has a commitment to spend USD 1.5
trillion for community development from 2009 to 2019, one
of the largest commitments to financial inclusion.
1.50

Category 3 controversies

Normalised Normalised
score
average

Scored higher than average due to stronger environmental
and social standards for its investment banking and lending
business and non-involvement in pay day loans or their
equivalents. However, responsible investing remains an area
of improvement. It has no company-wide policy on
responsible investment for investment management
services, indicating that it does not apply responsible
investment approaches.

6.00

Sustainability related financial services

Society and Community related Controversies

BoA

1.94

3.00

3

3.6

Scored lower than average due to Category 3 controversies
relating to loans to the defence industry including firearm
manufacturers, and lending to companies in environmentally
sensitive industries such as coal.
19.35

16.14

30.00

11

10.3

3 / Executive compensation

Disclosure of compensation methodology
Performance indicators used to determine
compensation levels

the bank clearly states which performance indicators are used but does not indicate why these
indicators have been chosen or how they support sound risk management practices

Link between compensation levels and financial
and ESG performance
Executive compensation tied to Environmental,
Social or Governance performance criteria

Executive compensation is not explicitly tied to ESG performance targets

Maximum

1.00

1.57

2.00

Normalised Normalised
score
average
3

4.1

Scored lower than average due to inadequate rationale for
performance indicators linked to compensation.
4.00

8.00

3

2.9

Scored lower than average due to inadequate disclosure of
ESG-related metrics tied to remuneration, although nonfinancial factors are considered. Did not disclose vesting
period.

Executive compensation is tied to the bank's performance over the last two years

Components of executive compensation

3.00

Existence of maximum levels of executive
compensation

The bank did not put a cap on the variable remuneration of executive officers

Existence and strength of clawback provisions

Clawback criteria go beyond "not breaking the law"

Total score

average

3.00

Level of executive compensation tied to the bank's
No data available
long term performance
Level of executive compensation tied to bank
performance over the last couple of years

BoA

3.25

5.00

3

3.4

Scored slightly lower than average due to the absence of a
cap on variable compensation. However, clawback criteria go
beyond compliance, which is consistent with best practice.

7.00

8.82

15.00

9

10.4

4 / Political contributions

Policy on political contributions
Existence and strength of the policy on political
contributions

The bank has a strong policy on political contributions

Disclosure of political contributions
Voluntary public disclosure of direct political
contributions

The bank discloses its direct political contributions but does not distinguish between political
parties, trade associations and third parties

Total score

Maximum

3.00

2.71

4.00

The bank does not disclose publicly the amounts of its lobbying contributions

4

3.7

1.50

3.00

3

3.0

Disclosure meets compliance requirements but more
voluntary transparency is expected on recipients of
contributions.
1.43

4.00

1

2.4

The bank gets a lower score for failing to voluntarily disclose
lobbying contributions
0.00

The bank made more than USD 0.5 million in political contributions in the last 3 years

Normalised Normalised
score
average

Scored higher than average due to improvements in political
contributions policy following Citizens United .

0.00

Political contributions (Lobbying) amounts

Political contributions (Lobbying) amounts

average

1.50

Disclosure of lobbying activities
Voluntary public disclosure of lobbying activities

BoA

0.00

4.00

1

1.0

Obtained the lowest score due to the size of annual lobbying
amounts, although these amounts are consistent with banks
of the same size.
4.50

5.64

15.00

9

10.1

Bank of New York Mellon

BNY

average

Maximum

Final Score

59.02

55.99

100.00

BNY

average

Maximum

11.60

11.34

12.00

Summary of overall performance

BNY Mellon's overall score was above average underscoring the company's strengths in risk
management, business practices, executive compensation policy, political contributions policy.
The score also reflected the company's unique risk profile compared to peers; as an investment
manager and custodian bank, it has negligible exposure to retail and wholesale lending
controversies and other controversies associated with investment banking that confront its
peers. However, areas of weakness that need to be addressed potential conflict of interest risks,
meeting regulatory commitments, its clawback criteria for executive compensation, and
promotion of sustainability-related financial services as well as financial inclusion, where it
scored the lowest.

1 / Theme: Risk management

Answer category
Risk Management structure
Risk Management Structures
Risk Management Methods
Risk Management Internal reporting
Bank-wide risk identification and analysis

Normalised Normalised
score
average
5

5.0

Scored higher than average due to enhanced risk
management system although risk management methods
fall short of best practice. Direct reporting of risk officers to
Risk management covers three out of four best pratices (stress testing is as strong as FED's
CRO and quarterly engagement with business lines, board
standards but not stricter)
members and executive team are in line with best practice.
Risk management personnel within business lines directly report to the Chief Risk Officer and
It is important to note that BNY Mellon has a unique business
not to business line personnel on risk issues
model compared to the other surveyed banks and faces
The risk management team/committee is engaging at least quarterly with all business lines, with different risks than its peers.
executive management (CEO & second ranking officers) and with board members
The bank has implemented new processes, IT systems and additional HR resources to improve
risk management and monitors outcomes of these changes

Board involvement in Risk Management

All members of the risk management committee of the board have a relevant and proven
experience in Risk Management

Performance on FED stress tests

The bank passed the latest FED stress tests

Potential conflicts of interest

2.50

Board positions at Clearinghouses

The bank sits on two or three clearinghouse boards

Board positions at FEDs

No bank representative sits on a board of a Federal Reserve Bank

1.93

4.00

4

3.0

Scored higher than average due to absence of representation
at the Federal Reserve. However, it faces higher potential
conflict of interest risks from its positions in the
clearinghouse boards due to its clearing services business.

Compliance with upcoming regulations
Basel III Capital adequacy
Dodd Frank compliance - Volcker rule
Dodd Frank compliance - Clearing of OTC
derivatives

4.50

6.00

4

4.3

Scored slightly lower than average as it was not up to date
with commitments with other dealers and the NY Federal
Reserve. It is, however, on track to meet or has already met
The bank is already compliant and does not do any proprietary trading anymore
the new regulatory requirements. It is designated as a global
The bank is not up to date with all commitments made with other dealers and the NY FED but has systematically important financial institution (G-SIFI).
a timeline to become up to date
The bank has less than 0.50% additional capital requirement to meet

Business practices

7.00

Toxic assets porfolio

The bank provides full disclosure

Public disclosure of activities in secrecy
jurisdictions

The bank does not publicly disclose information about its activities in secrecy jurisdictions

Public disclosure of beneficial ownership of
accounts in secrecy jurisdictions

The bank does not publicly disclose information about beneficial ownership of accounts in
secrecy jurisdictions

High / Frequency - Algorithm trading

The bank is not using high frequency or algorithmic trading

Use of Dark pools

The bank does not operate a dark pool, but assists clients in the use of dark pools and/or use
them for a proprietary account

Management of Politically exposed persons as
clients

The bank has implemented a strong and detailed risk management system to monitor PEPs

Business ethics and Corporate Governance
Controversies
None or category 1 controversies

Business ethics controversies

Category 3 controversies

3.50

12.00

5

2.1

Obtained the highest score on business practices due to
disclosure of toxic assets portfolio, the non-use of high
frequency trading and does not operate a dark pool. Similar
to peers, it does not disclose information on activities in
secrecy jurisdictions, although it has a strong risk managment
system to monitor politically exposed persons as clients.

4.50

Corporate governance controversies

Total score

4.67

3.94

6.00

4

3.7

Scored higher than average due to lower corporate
governance controversies, although it faces business ethics
controversies relating to tax avoidance and overcharging
custodial clients in foreign exchange transactions. The
number of lawsuits against BNY on this issue is growing.
30.10

25.39

40.00

22

18.1

2/ Theme: Responsible lending and investment

Answer category
Responsible investment and lending practices
Involvement in pay day loans / public deposit
advances

The bank is not involved in pay day loans or their equivalents either directly or through
subsidiaries

Signatory to the UN Principles for Responsible
Investment

One subsidiary is a signatory to the UNPRI

Policy on Responsible investment

The bank has a weak policy on responsible investment

Environmental and social standards in Credit and
Loan business

The bank has standards but disclosure is insufficient to determine how specific and detailed
these are

Integration of water and climate change in
investment and lending practices

The bank integrates water and climate change in some of its investment and lending practices

Assets under management in Responsible
Investment

Between 1% and 2.4% of assets under management can be categorised as "responsible
investment"

Signatory to the Equator Principles and quality of
related reporting

N/A

Provision of Sustainability oriented financial
services
Sustainability related financial services
Programmes and targets to promote access to
financial services to disadvantaged people

Based on available evidence the bank has no initiatives in place

Society and Community related Controversies

Total score

average

Maximum

10.50

9.84

21.00

3

2.9

4.36

6.00

1

3.9

Obtained the lowest score among peers as its financial
inclusion program does not go beyond the federally
mandated Community Reinvestment Act compliance. Has
some sustainability initiatives but no targets and deadlines.
3.33

None or category 1 controversies

Normalised Normalised
score
average

Scored above average due to non-involvement in pay day
lending and a higher percentage of assets under
management categorized as responsible assets. Policy on
responsible investment is, however, weak. Applies
environmental and social standards to business lines but
disclosure on application of these standards is inadequate.
Exposure to lending risks is low because of business model;
it has minimal commercial lending operations and no retail
lending.

0.83
The company has initiatives to promote sustainable products and services, but has no
programme.

Society and Community related Controversies

BNY

1.94

3.00

5

3.6

Criticised for managing or owning shares (on behalf of
clients) in defence companies producing cluster munitions.
The company has no RI policy. However, exposure is through
client assets, which the company has no influence over.
14.67

16.14

30.00

9

10.3

3 / Executive compensation

Answer category
Disclosure of compensation methodology
Performance indicators used to determine
compensation levels

the bank clearly states which performance indicators are used , why these indicators have been
chosen and how they support sound risk management practices

Link between compensation levels and financial
and ESG performance
Executive compensation tied to Environmental,
Social or Governance performance criteria

Executive compensation is not explicitly tied to ESG performance targets

Maximum

2.00

1.57

2.00

Normalised Normalised
score
average
5

4.1

Exceeded industry norms by further explaining the rationale
behind performance indicators.
4.00

8.00

2

2.9

Scored below than the peer average because it ties
compensation to performance over the last year, which is
shorter than the best practice of two years, although vesting
criteria is more aggressive than most peers.

Executive compensation is tied to the bank's performance over the last year

Components of executive compensation

2.75

Existence of maximum levels of executive
compensation

The variable component has been capped at more than 250% of the fixed salary

Existence and strength of clawback provisions

Clawback criteria do not go beyond "not breaking the law"

Total score

average

3.00

Level of executive compensation tied to the bank's
Between 30 and 50 % of executive compensation vests in more than 3 years
long term performance
Level of executive compensation tied to bank
performance over the last couple of years

BNY

3.25

5.00

3

3.4

Scored below the average because its clawback criteria do
not go beyond compliance, although capping of variable
compensation differentiates the company from peers.

7.75

8.82

15.00

10

10.4

4 / Political contributions

Answer category
Existence and strength of Policy on political
contributions
Existence and strength of the policy on political
contributions

The bank has a strong policy on political contributions

Disclosure of political contributions
Voluntary public disclosure of direct political
contributions

The bank discloses its direct political contributions but does not distinguish between political
parties, trade associations and third parties

Total score

Maximum

3.00

2.71

4.00

The bank discloses lobbying amounts but does not distinguish between parties, trade
associations or others

4

3.7

1.50

3.00

3

3.0

Disclosure meets compliance requirements but more
voluntary transparency is expected on recipients of
contributions.
1.43

4.00

3

2.4

Voluntary public disclosure of lobbying amounts goes
beyond industry norms.
0.00

The bank made more than USD 0.5 million in political contributions in the last 3 years

Normalised Normalised
score
average

Scored higher than average due to enhanced political
contributions policy.

2.00

Political contributions (Lobbying) amounts
Political contributions (Lobbying) amounts

average

1.50

Disclosure of lobbying activities
Voluntary public disclosure of lobbying activities

BNY

0.00

4.00

1

1.0

Obtained the lowest score due to the significant annual
lobbying amounts, although these are consistent with peers.
6.50

5.64

15.00

11

10.1

CITIGROUP
Final Score

Summary of overall performance

Citi

average

Maximum

54.90

55.99

100.00

Citi

average

Maximum

10.60

11.34

12.00

Citi's score is below average due to weaknesses and/or inadequate disclosure in risk
management, compliance with new regulations, responsible investment, executive
compensation and lobbying spending, as well as involvement in high-profile controversies
relating to business ethics and lending. Citi is one of the top performers in terms of responsible
lending due to strong environmental and social standards for large transactions including project
finance, as well as the promotion of financial inclusion and sustainable products and services.

1 / Theme: Risk management

Answer category
Risk Management structure
Risk Management Structures

The bank has implemented 2 out of 3 types of new resources to risk management and monitors
the outcomes of these changes

Risk Management Methods

The bank has implemented a comprehensive approach to risk integrating different strands,
declined across all business lines

Risk Management Internal reporting

Risk management personnel within business lines directly report to the Chief Risk Officer and
not to business line personnel on risk issues

Bank-wide risk identification and analysis

The risk management team/committee is engaging at least quarterly with all business lines, with
executive management (CEO & second ranking officers) and with board members

Board involvement in Risk Management

Half or more than half of the members of the risk committee have a relevant and proven
experience in Risk Management

Performance on FED stress tests

The bank passed the latest FED stress tests

Potential conflicts of interest
The bank sits on more than three clearinghouse boards or is a majority shareholder in a
clearinghouse

Board positions at FEDs

No bank representative sits on a board of a Federal Reserve Bank

5

5.0

Scored below average due to inadequate disclosure of new
resources implemented to enhance risk assessment,
although risk management methods, reporting and oversight
are consistent with peers. Direct reporting of risk officers to
CRO and quarterly reporting with executive management
and/or board is consistent with best practice.

2.00

Board positions at Clearinghouses

Normalised Normalised
score
average

1.93

4.00

3

3.0

Scored slightly above average due to the absence of
representation on the Federal Reserve board but faces
potential conflict of interest for representation in
clearinghouses.

Compliance with upcoming regulations

4.50

Basel III Capital adequacy

The bank has more than 1% additional requirement to meet but expects to meet within the
proposed timeline

Dodd Frank compliance - Volcker rule

The bank is already compliant and does not do any proprietary trading anymore

Dodd Frank compliance - Clearing of OTC
derivatives

The bank is up to date with all commitments made with other dealers and the NY FED

Business practices
The bank provides full disclosure

Public disclosure of activities in secrecy
jurisdictions

The bank does not publicly disclose information about its activities in secrecy jurisdictions

Public disclosure of beneficial ownership of
accounts in secrecy jurisdictions

The bank does not publicly disclose information about beneficial ownership of accounts in
secrecy jurisdictions

High / Frequency - Algorithm trading

The bank is not using high frequency or algorithmic trading

Use of Dark pools

The bank operates a dark pool

Management of Politically exposed persons as
clients

The bank has implemented a strong and detailed risk management system to monitor PEPs

Business ethics and Corporate Governance
Controversies
Category 2 controversies

Business ethics controversies

Category 3 controversies

Total score

4

4.3

3.50

12.00

2

2.1

Scored higher than average with disclosure of its toxic assets
portfolio, non-use of high frequency or algorithmic trading
and strong management of politically exposed persons as
clients. Similar to peers, disclosure on activities in secrecy
jurisdictions is weak despite the bank's highly globalized
operations. Moreover, its dark pool operations exposes the
bank to further operational and regulatory risks and raises
clients' investment risks.

3.90

Corporate governance controversies

6.00

Scored slightly below average as it still has to meet the Basel
III capital adequacy requirements. However, it is on track
with meeting or has already met other new regulatory
requirements. It is designated as a global systematically
important financial institution (G-SIFI).

4.00

Toxic assets porfolio

4.67

3.94

6.00

4

3.7

Scored slightly below average due to involvement in several
ethical and goverance controversies, such as alleged Libor
manipulation, gas price manipulation, insider trading, among
others. Involvement is consistent with other banks of the
same size.
25.00

25.39

40.00

18

18.1

2/ Theme: Responsible lending and investment

Answer category
Responsible investment and lending practices
Involvement in pay day loans / public deposit
advances

The bank is not involved in pay day loans or their equivalents either directly or through
subsidiaries

Signatory to the UN Principles for Responsible
Investment

The bank is not a signatory to the UNPRI

Policy on Responsible investment

no disclosure / no evidence of/ no policy

Environmental and social standards in Credit and
Loan business

The bank has detailed and specific standards for a variety of industries

Integration of water and climate change in
investment and lending practices

The bank integrates water and climate change in some of its investment and lending practices

Assets under management in Responsible
Investment

It is not disclosed whether the bank has assets under management that could be categorized as
"responsible investment"

Signatory to the Equator Principles and quality of
related reporting

The bank is a signatory to the Equator Principles and disclosure about their implementation is
strong

Provision of Sustainability oriented financial
services
The company has a strong programme to promote sustainable products and services

Programmes and targets to promote access to
financial services to disadvantaged people

The bank has a programme to promote financial inclusion but quantitative details are missing

Society and Community related Controversies

Total score

average

Maximum

9.90

9.84

21.00

3

2.9

4.36

6.00

4

3.9

Scored above average due to a strong program to promote
sustainable financial services. It has committed to spend USD
50 billion between 2007 and 2017 for sustainability related
activities. Strong microfinance initiative globally.
1.50

Category 3 controversies

Normalised Normalised
score
average

Scored above average due to strong environmental and
social standards for large financial transactions. As a UN
Global Compact signatory, it incorporates a wide range of
environmental and social isssues into its risk assessments.
The absence of a responsible investment policy for its
investment management services is an area for
improvement.

4.50

Sustainability related financial services

Society and Community related Controversies

Citi

1.94

3.00

3

3.6

Scored below average for multiple project finance and
lending-related controversies. Has the highest exposure to
lending risks due to involvement in project finance.
15.90

16.14

30.00

10

10.3

3 / Executive compensation

Answer category
Disclosure of compensation methodology

Performance indicators used to determine
compensation levels

The bank clearly states which performance indicators are used but does not indicate why these
indicators have been chosen or how they support sound risk management practices

Link between compensation levels and financial
and ESG performance
Executive compensation tied to Environmental,
Social or Governance performance criteria

ESG targets are used to evaluate executive performance but no such reference is made in the
remuneration policy

Executive compensation is tied to the bank's performance over the last year

Components of executive compensation

Maximum

1.00

1.57

2.00

The bank did not put a cap on the variable remuneration of executive officers

Existence and strength of clawback provisions

Clawback criteria go beyond "not breaking the law"

Normalised Normalised
score
average
3

4.1

Scored below average due to inadequate disclosure on
rationale for performance indicators that are linked to
executive compensation. Performance in this indicator is
consistent with peers and industry norms.
4.00

8.00

2

2.9

Scored lower than average because it ties compensation to
the bank's performance over the last year, which is shorter
than the best practice of two years. Moreover, ESG-related
performance vesting criteria are more aggressive than peers,
although one-year performance tied to compensation is
shorter than a two years best practice.
3.00

Existence of maximum levels of executive
compensation

Total score

average

3.50

Level of executive compensation tied to the bank's
Between 30 and 50 % of executive compensation vests in more than 3 years
long term performance
Level of executive compensation tied to bank
performance over the last couple of years

Citi

3.25

5.00

3

3.4

Scored below average due to absence of a cap on variable
remuneration of executive officers, although clawback
criteria go beyond compliance.

7.50

8.82

15.00

8

10.4

4 / Political contributions

Answer category
Existence and strength of Policy on political
contributions
Existence and strength of the policy on political
contributions

The bank has a strong policy on political contributions

Disclosure of political contributions
Voluntary public disclosure of direct political
contributions

The bank discloses its direct political contributions but does not distinguish between political
parties, trade associations and third parties

Total score

Maximum

3.00

2.71

4.00

The bank discloses lobbying amounts but does not distinguish between parties, trade
associations or others

4

3.7

1.50

3.00

3

3.0

Disclosure meets compliance requirements but more
voluntary transparency is expected on recipients of
contributions.
1.43

4.00

3

2.4

Disclosure meets compliance requirements but more
voluntary transparency is expected on recipients of
contributions
0.00

The bank made more than USD 0.5 million in political contributions in the last 3 years

Normalised Normalised
score
average

Scored above average due to strong political contributions
policy that is consistent with policies of peers.

2.00

Political contributions (Lobbying) amounts
Political contributions (Lobbying) amounts

average

1.50

Disclosure of lobbying activities
Voluntary public disclosure of lobbying activities

Citi

0.00

4.00

1

1.0

Obtained the lowest score due to the significant annual
lobbying amounts, although these are consistent with peers.
6.50

5.64

15.00

11

10.1

GOLDMAN SACHS
Final Score

Summary of overall performance

GS

average

Maximum

60.00

55.99

100.00

GS

average

Maximum

10.60

11.34

12.00

Goldman Sachs' overall score is above the peer average, underscoring strengths in compliance
with new regulations, responsible lending, promotion of sustainable products and services and
financial inclusion, executive compensation, and political contribution policy. The company
stands out for its adequate responsible investment policy compared to peers. Areas of weakness
include risk management, exposure to potential conflict of interest risks, and business practices.

1 / Theme: Risk management

Answer category
Risk Management structure
Risk Management Structures

The bank has implemented 2 out of 3 types of new resources to risk management and monitors
the outcomes of these changes

Risk Management Methods

Risk management covers three out of four best pratices

Risk Management Internal reporting

Risk management personnel within business lines directly report to the Chief Risk Officer and
not to business line personnel on risk issues

Bank-wide risk identification and analysis

The risk management team/committee is engaging at least quarterly with all business lines, with
executive management (CEO & second ranking officers) and with board members

Board involvement in Risk Management

All members of the risk management committee of the board have a relevant and proven
experience in RM

Performance on FED stress tests

The bank passed the latest FED stress tests

Potential conflicts of interest
The bank sits on more than three clearinghouse boards or is a majority shareholder in a
clearinghouse

Board positions at FEDs

A bank representative sits on one or more advisory board(s) of a Federal Reserve Bank

5

5.0

Scored lower than average due to inadequate disclosure on
risk management structures and methods that fall below
best practicess. Risk management reporting, monitoring and
oversight are in line with those of peers.

1.00

Board positions at Clearinghouses

Normalised Normalised
score
average

1.93

4.00

2

3.0

Scored below average due to due to its involvement in
clearinghouses and on the advisory board of the New York
Federal Reserve.

Compliance with upcoming regulations

5.00

Basel III Capital adequacy

The bank has from 0.50% to 1% additional requirement to meet

Dodd Frank compliance - Volcker rule

The bank is already compliant and does not do any proprietary trading anymore

Dodd Frank compliance - Clearing of OTC
derivatives

The bank is up to date with all commitments made with other dealers and the NY FED

Business practices
The bank provides some information

Public disclosure of activities in secrecy
jurisdictions

The bank does not publicly disclose information about its activities in secrecy jurisdictions

Public disclosure of beneficial ownership of
accounts in secrecy jurisdictions

The bank does not publicly disclose information about beneficial ownership of accounts in
secrecy jurisdictions

High / Frequency - Algorithm trading

No data available/ proprietary

Use of Dark pools

The bank operates a dark pool

Management of Politically exposed persons as
clients

The bank has implemented a strong and detailed risk management system to monitor PEPs

Business ethics and Corporate Governance
Controversies
Category 2 controversies

Business ethics controversies

Category 3 controversies

Total score

5

4.3

3.50

12.00

2

2.1

Scored below average due to inadequate transparency on
secrecy jurisdictions and algorithmic trading. The bank
provides some information on its toxic assets portfolio, but
disclosure is insufficient. Its operation of a dark pool
indicates further operational and regulatory risks for the
bank and investment risks for clients.

3.90

Corporate governance controversies

6.00

Scored above average for being on track to meeting or has
already complied with new regulatory requirements;
designated a global systematically important financial
institution (G-SIFI).

3.00

Toxic assets porfolio

4.67

3.94

6.00

4

3.7

Scored below average due to involvement in business ethics
controversies, including corruption and conflict of interest
controversies.

23.50

25.39

40.00

18

18.1

2/ Theme: Responsible lending and investment

Answer category
Responsible investment and lending practices
Involvement in pay day loans / public deposit
advances

N/A

Signatory to the UN Principles for Responsible
Investment

The bank is a signatory to the UNPRI

Policy on Responsible investment

The bank has an adequate policy on responsible investment

Environmental and social standards in Credit and
Loan business

The bank has detailed and specific standards for a variety of industries

Integration of water and climate change in
investment and lending practices

The bank integrates water and climate change in some of its investment and lending practices

Assets under management in Responsible
Investment

Between 0% and 0.9% of assets under management can be categorised as "responsible
investment"

Signatory to the Equator Principles and quality of
related reporting

The bank is not a signatory to the Equator Principles

Provision of Sustainability oriented financial
services
The company has a strong programme to promote sustainable products and services

Programmes and targets to promote access to
financial services to disadvantaged people

The bank has a strong and detailed programme to promote financial inclusion

Society and Community related Controversies

Total score

average

Maximum

11.67

9.84

21.00

4

2.9

4.36

6.00

5

3.9

Scored above average due to strong programs to promote
sustainable products and services as well as financial
inclusion. Has committed to spend USD 40 billion between
2012 and 2022 for renewable energy and environmentally
beneficial activities.
1.67

Category 3 controversies

Normalised Normalised
score
average

Scored above average due to an adequate responsible
investment policy and strong environmental and social
standards for large transactions. The bank has no retail
lending business and is not involved in pay day loans.

6.67

Sustainability related financial services

Society and Community related Controversies

GS

1.94

3.00

4

3.6

Scored below average due to financial relationships with
controversial companies and/or industries such as coal,
controversial weapons and nuclear weapons producers.
20.00

16.14

30.00

13

10.3

3 / Executive compensation

Answer category
Disclosure of compensation methodology
Performance indicators used to determine
compensation levels

The bank clearly states which performance indicators are used, why these indicators have been
chosen and how they support sound risk management practices and benefit shareholders

Link between compensation levels and financial
and ESG performance
Executive compensation tied to Environmental,
Social or Governance performance criteria

Executive compensation is not explicitly tied to ESG performance targets

Maximum

2.00

1.57

2.00

Normalised Normalised
score
average
5

4.1

Exceeded industry norms by further explaining the rationale
behind performance indicators.
4.00

8.00

3

2.9

Scored above average due to aggressive vesting criteria, and
two-year performance tied to compensation falls within best
practice.

Executive compensation is tied to the bank's performance over the last two years

Components of executive compensation

3.50

Existence of maximum levels of executive
compensation

The variable component has been capped at more than 250% of the fixed salary.

Existence and strength of clawback provisions

Clawback criteria go beyond "not breaking the law"

Total score

average

4.50

Level of executive compensation tied to the bank's
Between 30 and 50 % of executive compensation vests in more than 3 years
long term performance
Level of executive compensation tied to bank
performance over the last couple of years

GS

3.25

5.00

4

3.4

Scored above average because its clawback criteria goes
beyond compliance and variable compensation cap
differentiates the company from peers. However, the cap on
variable component is modest and does not meet best
practice of less than 100% of the fixed salary.
10.00

8.82

15.00

12

10.4

4 / Political contributions

Answer category
Existence and strength of Policy on political
contributions
Existence and strength of the policy on political
contributions

The bank has a strong policy on political contributions

Disclosure of political contributions
Voluntary public disclosure of direct political
contributions

The bank discloses its direct political contributions but does not distinguish between political
parties, trade associations and third parties

Total score

Maximum

3.00

2.71

4.00

The bank discloses lobbying amounts but does not distinguish between parties, trade
associations or others

4

3.7

1.50

3.00

3

3.0

Disclosure meets compliance requirements but more
voluntary transparency is expected on recipients of
contributions.
1.43

4.00

3

2.4

Disclosure meets compliance requirements but more
voluntary transparency is expected on recipients of
contributions
0.00

The bank made more than USD 0.5 million in political contributions in the last 3 years

Normalised Normalised
score
average

Scored above average due to strong policy on political
contributions.

2.00

Political contributions (Lobbying) amounts
Political contributions (Lobbying) amounts

average

1.50

Disclosure of lobbying activities

Voluntary public disclosure of lobbying activities

GS

0.00

4.00

1

1.0

Obtained the lowest score for significant annual lobbying
amounts, although these are consistent with peers.
6.50

5.64

15.00

11

10.1

JP MORGAN CHASE

JPM

average

Maximum

Final Score

56.50

55.99

100.00

JPM

average

Maximum

12.00

11.34

12.00

Summary of overall performance

JP Morgan Chase's overall score is above average, highlighting its strengths in the risk
management, lending standards, and executive compensation. Despite its strong and
comprehensive risk management system, the company has been scrutinized for its USD 6.2
billion trading loss that implied risk management gaps. Other weaknesses include involvement
in ethical and lending controversies, potential conflicts of interest and complying with upcoming
new regulations.

1 / Theme: Risk management

Answer category
Risk Management structure
Risk Management Structures

The bank has implemented new processes, IT systems and additional HR resources to improve
risk management and monitors outcomes of these changes

Risk Management Methods

The bank has implemented a comprehensive approach to risk integrating different strands,
declined across all business lines

Risk Management Internal reporting

Risk management personnel within business lines directly report to the Chief Risk Officer and
not to business line personnel on risk issues

Bank-wide risk identification and analysis

The risk management team/committee is engaging at least quarterly with all business lines, with
executive management (CEO & second ranking officers) and with board members

Board involvement in Risk Management

All members of the risk management committee of the board have a relevant and proven
experience in Risk Management

Performance on FED stress tests

The bank passed the latest FED stress tests

Potential conflicts of interest
The bank sits on two or three clearinghouse boards

Board positions at FEDs

A bank representative sits on one or more advisory board(s) of a Federal Reserve Bank

5

5.0

Scored above average for a strong and comprehensive risk
management structure, methods, reporting, monitoring and
oversight.

1.50

Board positions at Clearinghouses

Normalised Normalised
score
average

1.93

4.00

4

3.0

Scored below average for representation in clearinghouse
boards and advisory boards of the Federal Reserve,
indicating potential conflict of interest risks.

Compliance with upcoming regulations

4.50

Basel III Capital adequacy

The bank has more than 1% additional requirement to meet but expects to meet within the
proposed timeline

Dodd Frank compliance - Volcker rule

The bank is already compliant and does not do any proprietary trading anymore

Dodd Frank compliance - Clearing of OTC
derivatives

The bank is up to date with all commitments made with other dealers and the NY FED

Business practices
No data available

Public disclosure of activities in secrecy
jurisdictions

The bank does not publicly disclose information about its activities in secrecy jurisdictions

Public disclosure of beneficial ownership of
accounts in secrecy jurisdictions

The bank does not publicly disclose information about beneficial ownership of accounts in
secrecy jurisdictions

High / Frequency - Algorithm trading

No data available/ proprietary

Use of Dark pools

The bank operates a dark pool

Management of Politically exposed persons as
clients

The bank has implemented a strong and detailed risk management system to monitor PEPs

Business ethics and Corporate Governance
Controversies
Category 4 controversies

Business ethics controversies

Category 3 controversies

Total score

4

4.3

3.50

12.00

1

2.1

Scored below average due to inadequate transparency over
toxic assets, secrecy jurisdictions and algorithmic trading.
Consistent with peers. Moreover, operating a dark pool
exposes the bank to further operational and regulatory risks,
and its clients to investment risks.

2.10

Corporate governance controversies

6.00

Scored below average as it still has to meet Basel III capital
requirements, although it is on track to meeting or has
already met other new regulations. It is designated as a
global systematically important financial institution (G-SIFI).

2.00

Toxic assets porfolio

4.67

3.94

6.00

2

3.7

Scored substantially below average due to a high-profile
controversy relating to risk management as well as multiple
business ethics controversies notably Libor manipulation,
gas price manipulation. The most pressing controversy for
the company relates to its $6.2 billion trading loss (London
Whale controversy), which has placed the company's internal
controls and risk management under regulator scrutiny.
Shareholders have similarly challenged the company's
corporate governance.
22.10

25.39

40.00

16

18.1

2/ Theme: Responsible lending and investment

Answer category
Responsible investment and lending practices
Involvement in pay day loans / public deposit
advances

The bank is not involved in pay day loans or their equivalents either directly or through
subsidiaries

Signatory to the UN Principles for Responsible
Investment

The bank is a signatory to the UNPRI

Policy on Responsible investment

no disclosure / no evidence of/ no policy

Environmental and social standards in Credit and
Loan business

The bank has detailed and specific standards for a variety of industries

Integration of water and climate change in
investment and lending practices

The bank integrates water and climate change in some of its investment and lending practices

Assets under management in Responsible
Investment

It is not disclosed whether the bank has assets under management that could be categorized as
"responsible investment"

Signatory to the Equator Principles and quality of
related reporting

The bank is a signatory to the Equator Principles and disclosure about their implementation is
strong

Provision of Sustainability oriented financial
services
The company has a limited programme to promote sustainable products and services.

Programmes and targets to promote access to
financial services to disadvantaged people

The bank has a strong and detailed programme to promote financial inclusion

Society and Community related Controversies

Total score

average

Maximum

12.90

9.84

21.00

3

2.9

4.36

6.00

4

3.9

Scored slightly lower than average due to limited program to
promote sustainable products and services, although it has a
strong program on financial inclusion.

1.50

Category 3 controversies

Normalised Normalised
score
average

Scored above average due to strong environmental and
social standards for large investment banking and wholesale
lending transactions. However, it has no responsible
investment policy despite having an asset management arm
that is a signatory to the UN Principles of Responsible
Investment, as well as being a large asset owner including of
hard commodites.

4.50

Sustainability related financial services

Society and Community related Controversies

JPM

1.94

3.00

3

3.6

Scored below average for corporate lending to controversial
weapons manufacturers, nuclear weapons manufacturers,
and other controversial sectors.
18.90

16.14

30.00

10

10.3

3 / Executive compensation

Answer category
Disclosure of compensation methodology
Performance indicators used to determine
compensation levels

the bank clearly states which performance indicators are used but does not indicate why these
indicators have been chosen or how they support sound risk management practices

Link between compensation levels and financial
and ESG performance
Executive compensation tied to Environmental,
Social or Governance performance criteria

ESG targets are used to evaluate executive performance but no such reference is made in the
remuneration policy

Maximum

1.00

1.57

2.00

Normalised Normalised
score
average
3

4.1

Scored below average for inadequate justification of
performance indicators that are linked to executive
compensation.
4.00

8.00

4

2.9

Scored above average due to vesting criteria that meet best
practice and for tying compensation to the bank's
performance over the last two years. Inadequate disclosure
on the use of ESG targets to evaluate executive
compensation.

Executive compensation is tied to the bank's performance over the last two years

Components of executive compensation

3.00

Existence of maximum levels of executive
compensation

The bank did not put a cap on the variable remuneration of executive officers

Existence and strength of clawback provisions

Clawback criteria go beyond "not breaking the law"

Total score

average

5.00

Level of executive compensation tied to the bank's
Between 30 and 50 % of executive compensation vests in more than 3 years
long term performance
Level of executive compensation tied to bank
performance over the last couple of years

JPM

3.25

5.00

3

3.4

Scored below average for the absence of a cap on variable
remuneration of executive officers, although its clawback
criteria go beyond compliance.

9.00

8.82

15.00

10

10.4

4 / Political contributions

Answer category
Existence and strength of Policy on political
contributions
Existence and strength of the policy on political
contributions

The bank has a strong policy on political contributions

Disclosure of political contributions
Voluntary public disclosure of direct political
contributions

The bank discloses its direct political contributions but does not distinguish between political
parties, trade associations and third parties

Total score

Maximum

3.00

2.71

4.00

The bank discloses lobbying amounts but does not distinguish between parties, trade
associations or others

4

3.7

1.50

3.00

3

3.0

Disclosure meets compliance requirements but more
voluntary transparency is expected on recipients of
contributions.
1.43

4.00

3

2.4

Disclosure meets compliance requirements but more
voluntary transparency is expected on recipients of
contributions
0.00

The bank made more than USD 0.5 million in political contributions in the last 3 years

Normalised Normalised
score
average

Scored above average for a strong policy on political
contributions.

2.00

Political contributions (Lobbying) amounts
Political contributions (Lobbying) amounts

average

1.50

Disclosure of lobbying activities

Voluntary public disclosure of lobbying activities

JPM

0.00

4.00

1

1.0

Obtained the lowest score for significant political lobbying
amounts yearly, although amounts are consistent with peers.
6.50

5.64

15.00

11

10.1

MORGAN STANLEY
Final Score

Summary of overall performance

MS

average

Maximum

55.40

55.99

100.00

MS

average

Maximum

11.60

11.34

12.00

Morgan Stanley's overall score is below average due to weaknesses in the following areas:
responsible lending and investment and political contributions. The company's inadequate
disclosure on public policy issues falls short of best practices. Morgan Stanley is a strong
performer in terms of risk management and executive compensation. It stands out among peers
for having already met capital ratio requirements at the time of the survey.

1 / Theme: Risk management

Answer category
Risk Management structure
Risk Management Structures

The bank has implemented new processes, IT systems and additional HR resources to improve
risk management and monitors outcomes of these changes

Risk Management Methods

The bank has implemented a comprehensive approach to risk integrating different strands,
declined across all business lines

Risk Management Internal reporting

Risk management personnel within business lines directly report to the Chief Risk Officer and
not to business line personnel on risk issues

Bank-wide risk identification and analysis

The risk management team/committee is engaging at least quarterly with all business lines, with
executive management (CEO & second ranking officers) and with board members

Board involvement in Risk Management

Half or more than half of the members of the risk committee have a relevant and proven
experience in Risk Management

Performance on FED stress tests

The bank passed the latest FED stress tests

Potential conflicts of interest
The bank sits on two or three clearinghouse boards

Board positions at FEDs

No bank representative sits on a board of a Federal Reserve Bank

5

5.0

Scored above average due to strong and comprehensive
enhancements in its risk management structures, methods,
reporting, monitoring and oversight.

2.50

Board positions at Clearinghouses

Normalised Normalised
score
average

1.93

4.00

2

3.0

Scored above average due to no representation on the board
of the Federal Reserve, although its representation in
clearinghouse boards increases potential conflict of interest
risks.

Compliance with upcoming regulations
Basel III Capital adequacy
Dodd Frank compliance - Volcker rule
Dodd Frank compliance - Clearing of OTC
derivatives

5.60

6.00

5

4.3

Scored above average for having met expected capital ratio
requirements, the first among peers, and has met all
The bank is still doing proprietary trading but has scheduled the end of this activity before end of commitments with other dealers and the New York Federal
Reserve. However, it is still engaged in proprietary trading,
2013
indicating that unlike peers, it is not yet in compliance with
The bank is up to date with all commitments made with other dealers and the NY FED
other new regulations (Volcker rule).
The bank has already met expected capital ratio requirements, including G-SIB buffer

Business practices

3.50

Toxic assets porfolio

The bank disputes the definition of toxic assets

Public disclosure of activities in secrecy
jurisdictions

The bank does not publicly disclose information about its activities in secrecy jurisdictions

Public disclosure of beneficial ownership of
accounts in secrecy jurisdictions

The bank does not publicly disclose information about beneficial ownership of accounts in
secrecy jurisdictions

High / Frequency - Algorithm trading

Less than 5% of trading activities (in $) are done through HFT or algorithmic trading

Use of Dark pools

The bank operates a dark pool

Management of Politically exposed persons as
clients

The bank has implemented a strong and detailed risk management system to monitor PEPs

Business ethics and Corporate Governance
Controversies
None or Category 1 controversies

Business ethics controversies

Category 2 controversies

3.50

12.00

2

2.1

Obtained the average score for limited engagement in HFT at
the time of the report. Similar to peers, has a strong risk
management system to monitor politically exposed persons
as clients. However, it disputes the definition of toxic assets
and has inadequate disclosure on secrecy jurisdictions.

5.40

Corporate governance controversies

Total score

4.67

3.94

6.00

5

3.7

Scored above average due to involvement in relatively minor
ethical controversies; pending controversies include insider
trading and conflict of interest. Due to the company's
business model, it is less exposed to retail and wholesale
banking risks, although it is more exposed to trading risks.
28.60

25.39

40.00

19

18.1

2/ Theme: Responsible lending and investment

Answer category
Responsible investment and lending practices
Involvement in pay day loans / public deposit
advances

The bank is not involved in pay day loans or their equivalents either directly or through
subsidiaries

Signatory to the UN Principles for Responsible
Investment

The bank is not a signatory to the UNPRI

Policy on Responsible investment

no disclosure / no evidence of/ no policy

Environmental and social standards in Credit and
Loan business

The bank has detailed and specific standards for a variety of industries

Integration of water and climate change in
investment and lending practices

The bank integrates water and climate change in some of its investment and lending practices

Assets under management in Responsible
Investment

It is not disclosed whether the bank has assets under management that could be categorized as
"responsible investment"

Signatory to the Equator Principles and quality of
related reporting

The bank is not a signatory to the Equator Principles

Provision of Sustainability oriented financial
services
The company has a limited programme to promote sustainable products and services.

Programmes and targets to promote access to
financial services to disadvantaged people

The bank has a programme to promote financial inclusion but quantitative details are missing

Society and Community related Controversies

Total score

average

Maximum

6.90

9.84

21.00

2

2.9

4.36

6.00

3

3.9

Scored below average due to limited program to promote
sustainable products and services as well as financial
inclusion; unlike strong performing peers, it has not
disclosed targets and deadlines.
2.40

Category 2

Normalised Normalised
score
average

Scored significantly below average due to absence of
responsible investment policy, inadequate disclosure on
assets that may be considered responsible assets and not
being a signatory to the UN Principles for Responsible
Investment. Its environmental and social standards for large
financial transactions are strong and comparable with most
peers.

3.00

Sustainability related financial services

Society and Community related Controversies

MS

1.94

3.00

4

3.6

Scored above average due to relatively minor financial
exposure to controversial industries such as nuclear
weapons and the defence industry.
12.30

16.14

30.00

9

10.3

3 / Executive compensation

Answer category
Disclosure of compensation methodology
Performance indicators used to determine
compensation levels

the bank clearly states which performance indicators are used, why these indicators have been
chosen and how they support sound risk management practices and benefit shareholders

Link between compensation levels and financial
and ESG performance
Executive compensation tied to Environmental,
Social or Governance performance criteria

Executive compensation is not explicitly tied to ESG performance targets

Maximum

2.00

1.57

2.00

Normalised Normalised
score
average
5

4.1

Exceeded industry norms by explaining the rationale for
performance indicators linked to executive compensation.
4.00

8.00

3

2.9

Scored above average due to aggressive vesting criteria,
although tying executive compensation to the bank's
performance over the last year is shorter than the best
practice of two years.

Executive compensation is tied to the bank's performance over the last year

Components of executive compensation

3.50

Existence of maximum levels of executive
compensation

The variable component has been capped at more than 250% of the fixed salary.

Existence and strength of clawback provisions

Clawback criteria go beyond "not breaking the law"

Total score

average

4.50

Level of executive compensation tied to the bank's
More than 50% of executive compensation package vests in more than 3 years
long term performance
Level of executive compensation tied to bank
performance over the last couple of years

MS

3.25

5.00

4

3.4

Scored above average for setting a cap on the variable
component of executive compensation and a clawback
criteria that goes beyond compliance. The cap on variable
compensation is modest and falls short of the best practice
of less than 100% of fixed salary.
10.00

8.82

15.00

12

10.4

4 / Political contributions

Answer category
Existence and strength of Policy on political
contributions
Existence and strength of the policy on political
contributions

The bank has a weak policy on political contributions

Disclosure of political contributions
Voluntary public disclosure of direct political
contributions

The bank discloses its direct political contributions but does not distinguish between political
parties, trade associations and third parties

Total score

Maximum

1.00

2.71

4.00

The bank discloses lobbying amounts but does not distinguish between parties, trade
associations or others

2

3.7

1.50

3.00

3

3.0

Disclosure meets compliance requirements but more
voluntary transparency is expected on recipients of
contributions.
1.43

4.00

3

2.4

Disclosure meets compliance requirements but more
voluntary transparency is expected on recipients of
contributions
0.00

The bank made more than USD 0.5 million in political contributions in the last 3 years

Normalised Normalised
score
average

Scored below average for limited policy on political
contributions that did not address political activities engaged
by corporations.

2.00

Political contributions (Lobbying) amounts
Political contributions (Lobbying) amounts

average

1.50

Disclosure of lobbying activities
Voluntary public disclosure of lobbying activities

MS

0.00

4.00

1

1.0

Obtained the lowest score for significant political lobbying
amounts yearly, although amounts are consistent with peers.
4.50

5.64

15.00

9

10.1

WELLS FARGO
Final Score

Summary of overall performance

WF

average

Maximum

50.73

55.99

100.00

WF

average

Maximum

11.00

11.34

12.00

Wells Fargo's overall score is below average due to weaknesses in the following areas: risk
management, business practice, and responsible lending and investment. The company stands
out for having the weakest lending standards compared to peers at the time of the survey, and
for a lower level of transparency on high-risk business practices such as algorithmic trading and
dark pools. The company is a relatively strong performer in terms of executive compensation and
the promotion of sustainable products and services.

1 / Theme: Risk management

Answer category
Risk Management structure
Risk Management Structures

The bank has implemented new processes, IT systems and additional HR resources to improve
risk management and monitors outcomes of these changes

Risk Management Methods

Risk management covers one or two best pratices out of four

Risk Management Internal reporting

Risk management personnel within business lines directly report to the Chief Risk Officer and
not to business line personnel on risk issues

Bank-wide risk identification and analysis

The risk management team/committee is engaging at least quarterly with all business lines, with
executive management (CEO & second ranking officers) and with board members

Board involvement in Risk Management

All members of the risk management committee of the board have a relevant and proven
experience in Risk Management

Performance on FED stress tests

The bank passed the latest FED stress tests

Potential conflicts of interest
The bank does not sit on any clearinghouse board

Board positions at FEDs

A bank representative sits on one or more board(s) of a Federal Reserve Bank

5

5.0

Scored below average due to inadequate risk management
methods compared to peers, although risk management
structures, reporting, monitoring, and oversight are
consistent with peers.

2.00

Board positions at Clearinghouses

Normalised Normalised
score
average

1.93

4.00

3

3.0

Scored slightly above average as it does not have
representatives on any clearinghouse board and it has one
representative to the Federal Reserve.

Compliance with upcoming regulations
Basel III Capital adequacy
Dodd Frank compliance - Volcker rule
Dodd Frank compliance - Clearing of OTC
derivatives

3.10

6.00

3

4.3

Scored below average due to inadequate disclosure of the
status of its compliance with the Dodd Frank provision on the
The bank is still doing proprietary trading but has scheduled the end of this activity before end of clearing of OTC derivatives. Moreover, it was still engaged in
proprietary trading at the time of the survey and had yet to
2013
meet additional capital requirements.
No data available
The bank has less than 0.50% additional capital requirement to meet

Business practices

3.00

Toxic assets porfolio

The bank provides some information

Public disclosure of activities in secrecy
jurisdictions

The bank does not publicly disclose information about its activities in secrecy jurisdictions

Public disclosure of beneficial ownership of
accounts in secrecy jurisdictions

The bank does not publicly disclose information about beneficial ownership of accounts in
secrecy jurisdictions

High / Frequency - Algorithm trading

No data available/ proprietary

Use of Dark pools

No data available

Management of Politically exposed persons as
clients

The bank has implemented a strong and detailed risk management system to monitor PEPs

Business ethics and Corporate Governance
Controversies
Category 2 controversies

Business ethics controversies

Category 2 controversies

3.50

12.00

2

2.1

Scored below average due to inadequate disclosure on
secrecy jurisdictions, algorithmic trading and dark pools,
although it disclosed some information on toxic assets.

4.80

Corporate governance controversies

Total score

4.67

3.94

6.00

4

3.7

Scored above average due to exposure to relatively minor
ethical and governance controversies.

23.90

25.39

40.00

17

18.1

2/ Theme: Responsible lending and investment

Answer category
Responsible investment and lending practices
Involvement in pay day loans / public deposit
advances

The bank is involved in pay day loans or their equivalents either directly or through subsidiaries

Signatory to the UN Principles for Responsible
Investment

One subsidiary is a signatory to the UNPRI

Policy on Responsible investment

no disclosure / no evidence of/ no policy

Environmental and social standards in Credit and
Loan business

The bank has general standards applicable for all (high risk) industries

Integration of water and climate change in
investment and lending practices

The bank integrates water and climate change in some of its investment and lending practices

Assets under management in Responsible
Investment

Between 0% and 0.9% of assets under management can be categorised as "responsible
investment"

Signatory to the Equator Principles and quality of
related reporting

N/A

Provision of Sustainability oriented financial
services
The company has a strong programme to promote sustainable products and services

Programmes and targets to promote access to
financial services to disadvantaged people

The bank has a programme to promote financial inclusion but quantitative details are missing

Society and Community related Controversies

Total score

average

Maximum

5.17

9.84

21.00

2

2.9

4.36

6.00

5

3.9

Scored above average due to a strong program to promote
sustainable products and services; it has a 10-year
commitment to spend USD 30 billion on climate change
mitigation activities.
1.67

Category 3 controversies

Normalised Normalised
score
average

Scored significantly below average due to exposure to pay
day loan type of services, the absence of a reponsible
investment policy despite its investment management
services, and at the time of the survey, weaker lending
standards compared to the bestr practice.

5.00

Sustainability related financial services

Society and Community related Controversies

WF

1.94

3.00

3

3.6

Scored below average due to exposure to payday lending
allegations and loans to controversial weapons and nuclear
weapons manufacturers as well as the coal industry.
11.83

16.14

30.00

10

10.3

3 / Executive compensation

Answer category
Disclosure of compensation methodology
Performance indicators used to determine
compensation levels

the bank clearly states which performance indicators are used why these indicators have been
chosen and how they support sound risk management practices and benefit shareholders

Link between compensation levels and financial
and ESG performance
Executive compensation tied to Environmental,
Social or Governance performance criteria

Executive compensation is not explicitly tied to ESG performance targets

Maximum

2.00

1.57

2.00

Normalised Normalised
score
average
5

4.1

Scored above average for providing a rationale on
performance indicators that are linked to executive
compensation.
4.00

8.00

3

2.9

Scored above average for an aggressive vesting criteria,
although tying compensation to the bank's performance over
the last year falls short of the best practice of two years.

Executive compensation is tied to the bank's performance over the last year

Components of executive compensation

4.00

Existence of maximum levels of executive
compensation

The variable component has been capped at between 100% and 250% of the fixed salary.

Existence and strength of clawback provisions

Clawback criteria go beyond "not breaking the law"

Total score

average

4.50

Level of executive compensation tied to the bank's
More than 50% of executive compensation package vests in more than 3 years
long term performance
Level of executive compensation tied to bank
performance over the last couple of years

WF

3.25

5.00

4

3.4

Scored above average for clawback criteria that go beyond
compliance and a cap on the variable component of
executive remuneration. Wells Fargo stands out for capping
variable compensation at between 100% and 250% of fixed
salary, higher than the industry norm of more than 250%.
10.50

8.82

15.00

12

10.4

4 / Political contributions

Answer category
Existence and strength of Policy on political
contributions
Existence and strength of the policy on political
contributions

The bank has a strong policy on political contributions

Disclosure of political contributions
Voluntary public disclosure of direct political
contributions

The bank discloses its direct political contributions but does not distinguish between political
parties, trade associations and third parties

Total score

Maximum

3.00

2.71

4.00

The bank does not publicly disclose the amounts of its lobbying contributions

4

3.7

1.50

3.00

3

3.0

Disclosure meets compliance requirements but more
voluntary transparency is expected on recipients of
contributions.
1.43

4.00

1

2.4

Obtained the lowest score for inadequate voluntary
disclosure on lobbying amounts.
0.00

The bank made more than USD 0.5 million in political contributions in the last 3 years

Normalised Normalised
score
average

Scored above average due to strong policy on political
contributions that is consistent with strong performers.

0.00

Political contributions (Lobbying) amounts

Political contributions (Lobbying) amounts

average

1.50

Disclosure of lobbying activities
Voluntary public disclosure of lobbying activities

WF

0.00

4.00

1

1.0

Obtained the lowest score for the significant annual lobbying
amounts spent, although these are consistent with industry
peers.
4.50

5.64

15.00

9

10.1

BEST PRACTICES
The chart below presents the best practices upon which the rating methodology was based.
1 / Risk management

Structure

Risk management structure

Since 2007, the bank has implemented new processes, IT
systems and additional HR resources to improve risk
management and monitors the outcomes of these
changes

Risk management methods

The bank has implemented a comprehensive approach
to risk integrating different strands, (credit, market,
operational, liquidity, reputational), declined across all
business lines with consistent measures, which
integrates new perspectives and new metrics, and which
includes stress testing and back testing with assumptions
that are stricter than FED's assumptions (stress tests)

Risk management internal
reporting

Risk management personnel within business lines
directly report to the Chief Risk Officer and not to
business line personnel on risk issues

Bank wide risk identification
and analysis

The risk management team/committee is engaging at
least quarterly with all business lines, with executive
management (CEO & second ranking officers) and with
board members

Composition of the board's risk
committee (or audit
committee)

All members of the risk management committee of the
board have a relevant and proven experience in Risk
Management

Performance on FED stress tests The bank passed the latest FED stress tests

Potential conflicts of
interest

Board Positions on
Clearinghouses

The bank does not sit on any clearinghouse board

Board positions at FEDs

No bank representative sits on a board of a Federal
Reserve Bank

Basel III Capital adequacy

The bank has already met expected capital ratio
requirements, including the G-SIB buffer

Dodd Frank Compliance Volcker rule

The bank is already compliant and does not do any
proprietary trading anymore

Compliance

Business practices

Controversies

Dodd Frank Compliance Clearing of OTC derivatives

The bank is up to date with all commitments made with
other dealers and the NY FED

Toxic Asset portfolio

The bank provides full disclosure

Tax avoidance schemes :
disclosure of activities in
secrecy jurisdictions

The bank discloses detailed information about its
activities in secrecy jurisdictions

Tax avoidance schemes:
disclosure of beneficial
ownership of accounts in
secrecy jurisdictions

The bank discloses the beneficial ownership of accounts
in secrecy jurisdictions

High frequency / algorithm
trading

The bank is not using high frequency or algorithmic
trading

Use of Dark pools

The bank does not operate or facilitate the use of dark
pools

Politically Exposed Persons

The bank has implemented a strong and detailed risk
management system to monitor PEPs:
1/internal procedures that include access to professional
databases;
2/involvement of senior management level to review
existing relationships with PEPs;
3/involvement of a external consultancy firm to supply
additional information on the PEPs

Corporate Governance
controversies

No controversy

Business ethics controversies

No controversy

2 / Responsible investment and lending practices
Responsible
investment and
lending practices

Involvement in pay day loans /
public deposit advances

The bank is not involved in pay day loans or their
equivalents either directly or through subsidiaries

UN PRI signatory

The bank is a signatory to the UNPRI

Policy on responsible
investment

The banks has a strong and detailed policy on
Responsible Investment

Environmental & Social
Standards in Credit and Loan
Business

The bank has detailed and specific standards and
excludes certain industries from financing for
sustainability reasons

Integration of Climate Change
in investment and lending
practices

The bank integrates climate change in all its investment
and lending practices

Integration of Water in
investment and lending
practices

The bank integrates water issues in all its investment and
lending practices

Assets Under Management in
Responsible Investment

More than 5% of assets under management can be
categorised as "responsible investment"

Equator Principles and Related
Reporting

The bank is a signatory to the Equator Principles and
disclosure about their implementation is strong

Sustainability Related Financial
Services

The company has a strong programme to promote
sustainable products and services

Provision of
Sustainability oriented
Programmes and Targets to
financial services
Promote Access to Financial
Services for Disadvantaged
People
Society and
Community related
Controversies

Society & Community Related
Controversies or Incidents

The bank has a strong and detailed programme to
promote financial inclusion

No controversy

3 / Executive compensation
Disclosure of
compensation
methodology

Performance indicators used to
determine compensation levels

the bank clearly states which performance indicators are
used to determine compensation levels, why these
indicators have been chosen and how they support
sound risk management practices and benefit
shareholders

Link between
compensation levels
and financial and ESG
performance

Components of
executive
compensation

Executive compensation tied to
ESG performance

Executive compensation is explicitly tied to ESG
performance targets

Level of executive
compensation that is tied to
Long Term performance

More than 50% of executive compensation package
vests in more than 3 years

Level of executive
compensation tied to bank's
past performance

Executive compensation is tied
performance over the last two years

Maximum levels for variable
compensation

The variable component has been capped at less than
100% of the fixed salary.

Clawback provisions

Clawback criteria go beyond "not breaking the law"

to

the

bank's

4 / Political contributions
Policy on political contributions

The bank states it does not make political contributions
or has a strong and detailed policy

Voluntary public disclosure of
direct political contributions

The bank does not make contributions or discloses direct
political contributions and distinguishes amounts given
to political parties, trade associations and other
organizations

Voluntary public disclosure of
Disclosure of lobbying lobbying activities
activities

The bank voluntarily publicly discloses lobbying amounts
and distinguishes between parties, trade associations
and other organizations

Voluntary public disclosure of
political contribution amounts

The bank made less than USD 0.5 million in political
contributions in the last 3 years

Existence and strength
of a policy

Disclosure of political
contributions

Amounts of lobbying
activities
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