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Resolved Clause RESOLVED: Amend Article 2 of the corporate bylaws, to add a new Section 2.13 as 
follows:  

Section 2.13 Board Committee on Environmental Sustainability:    There is established 
a Board Committee on Environmental Sustainability. The purpose of the committee is 
to review the company’s corporate policies, above and beyond matters of legal 
compliance, in order to assess, and make recommendations to enhance, the 
company’s policy responses to changing conditions and knowledge of the natural 
environment, including but not limited to, natural resource limitations, energy use, 
waste disposal, and climate change. Policy responses should include, among other 
things, an assessment of the company’s disclosure of quantitative environmental 
metrics.  

The Board of Directors is authorized in its discretion, consistent with these bylaws and 
applicable law to: (1) designate the members of the committee, (2) provide the 
committee with funds for operating expenses, (3) adopt a charter or resolution to 
specify the powers of the committee, (4) empower said Committee to solicit public 
input and to issue periodic reports to shareholders and the public, at reasonable 
expense and excluding confidential information, on the Committee’s activities, 
findings and recommendations, and (5) adopt any other measures within the Board’s 
discretion consistent with these Bylaws and applicable law.  

Nothing herein shall restrict the power of the Board of Directors to manage the 
business and affairs of the company. The Board Committee on Sustainability shall not 
incur any costs to the company except as authorized by the Board of Directors.  

Lead Proponent John Harrington 

http://monitor.siinstitute.org/docs/t/9/2010%20Si2%20Briefing%20Paper%20-%20Sustainability%20Reporting.pdf
mailto:peter@siinstitute.org
http://www.sec.gov/Archives/edgar/data/789019/000119312510221150/ddef14a.htm
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Vote History No similar proposals have been considered in the last five years. 

Summary John Harrington wants Microsoft to create a board committee on sustainability issues, 
which he says will restore its reputation that he believes was damaged when the 
company was removed from the NASDAQ Sustainability Index in 2009 because of 
“inadequate disclosure of environmental metrics.”  The company says the proposal is 
unnecessary because it already has a board level committee that oversees its 
corporate responsibility issues, including environmental matters.  Microsoft’s most 
recent sustainability report, issued in early October, appears to address some but not 
all of the concerns raised by the NASDAQ index researchers. 
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I. Microsoft and Sustainability Reporting  

Microsoft is the largest software company in the world.  Its Windows operating system and Office 
software suite are ubiquitous, but it also has expanded into video game markets, customer relationship 
management, server and storage applications and digital music.  In 2009, it signed an agreement to 
combine its search operations with those of long-time rival Yahoo!  The company employs nearly 90,000 
people.   

Revenue grew to $62.5 billion for the year ending in June 2010, up from $58.4 billion in 2009.  Net 
income also increased to $18.8 billion, up from $14.6 billion the previous year. 

Financials 

Revenue $62,484.0 million Net Income $18,760 million Reporting Year 2010 

Sustainability Policies and Oversight 

Microsoft says its technology products “make meaningful contribution to the sustainability and 
prosperity of communities around the world.” In its Corporate Citizenship report pages devoted to 
environmental sustainability, available on its website, the company says it aims to cut the environmental 
impact of its products through energy efficient design.  It also says it is “pursuing opportunities with our 
partners to increase the energy efficiency of computing” more generally.  The company goes on to list its 
environmental goals, principles and practices, and explains how these are exemplified in its products 
and technologies.   

Goals:  The company plans to cut its carbon emissions per unit of revenue by 30 percent by 2012, using 
a 2007 baseline year.  It also says that by the end of 2012, it will phase out two controversial substances 
that have been the subject of concern by environmentalists generally and shareholder activists in 
particular—phthalate plasticizers and brominated flame retardants.  Other key goals include improving 
the energy efficiency of its data centers to well below the industry average, cutting its carbon footprint 
by more than 50 million tons a year by June 2011, and expanding its greenhouse gas reporting to include 
its direct material supply chain and adding improvement targets.  Finally, it has committed to start 
assessing its water consumption and waste generation in its “direct material hardware supply chain.”   

Reporting:  Microsoft takes part in voluntary sustainability reporting initiatives including the following: 

 The Carbon Disclosure Project, which uses a standardized format for companies to evaluate and 
report on the risks and opportunities posed by climate change;  

 One Report, a relatively new initiative that is working to improve corporate sustainability data 
collection and reporting—by consolidating requests from leading sustainability reporting 
initiatives including the Global Reporting Initiative (GRI) framework, providing companies with 
data management tools and distributing sustainability data to interested parties; 

 The UN Global Compact, which requires annual reporting on some sustainability efforts and 
opportunities for joint initiatives.    

In early October 2010, Microsoft released its latest Citizenship Report, which covers economic, social 
and environmental aspects of its operations and uses the GRI framework to reference global standards.  
In the introduction to the report, CEO Steve Ballmer notes the company is continuing its efforts to 
“extend access to the benefits of technology more broadly” while working to reduce environmental 
impacts.   

http://www.microsoft.com/about/corporatecitizenship/en-us/our-focus/operating-responsibly/energy-and-environment.aspx
http://www.microsoft.com/about/corporatecitizenship/en-us/our-commitments/reporting/
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Oversight:  The company reports that its “citizenship activities” are integrated into its operations at the 
corporate headquarters level and in business units and field offices throughout the company.  A 
Corporate Citizenship team helps to “facilitate this integration and support the work of colleagues 
across the company,” it says, led through the legal and corporate affairs department.  Pamela Passman, 
the company’s corporate vice president and deputy general counsel, has specific responsibility for the 
programs.  The board’s Governance and Nominating Committee charter requires it to annually review 
the company’s policies and programs relating to citizenship, “including environmental sustainability.”  
The board committee also annually reviews the company’s public policy agenda and its political 
activities and expenditures. 

Microsoft reports that it will conduct a “significant review” of its sustainability programs in fiscal year 
2011 “to define the next generation” of its efforts.  It says its current program, begun in 2003, is on 
target to meet the goals it originally set and then expanded in 2007, and that it expects to focus on 
“expanding the impact of our products and services to address the world’s most significant societal 
challenges, such as education inequalities and sustainable economic growth.” 

Comparison with competitors:  Microsoft’s efforts contrast somewhat with the more limited reporting 
of one of its peers, Oracle, which also received a shareholder resolution from Harrington Investments 
asking for a board level sustainability committee.  Oracle articulates a code of conduct and an 
environmental policy, but does not provide many details to substantiate its claims about how it is 
developing practices and products to reduce environmental impacts—although Oracle, too, reports to 
the Carbon Disclosure Project.  Like Microsoft, Oracle was de-listed from the NASDAQ Global 
Sustainability Index, as noted below.  On the other hand, other competitors such as IBM and SAP both 
also issue sustainability reports and have in place board level oversight of sustainability issues.   

NASDAQ Global Sustainability Index de-listing:  The proponent contends that a red flag appeared about 
Microsoft’s environmental performance when the NASDAQ Global Sustainability Index removed the 
company in October 2009.  NASDAQ established the index in June 2009 so that investors could track 
“companies on the leading edge of self-reporting sustainability activities,” it said in a press release.  Each 
company in the index must produce a publicly available sustainability report, disclose data according to 
the GRI guidelines, and report on 1) at least 20 percent of the GRI’s core environmental performance 
indicators, 2) at least 20 percent of core social performance indicators and 3) at least 70 percent of total 
financial performance indicators.   

Microsoft was kicked out of the index because it did not report on at least two of the five core 
environmental indicators set out by the GRI framework, according to CRD Analytics, the firm that does 
research for the index.  In discussing the decision, CRD Analytics president Michael Muyot explained in a 
TriplePundit blog post in April 2010 that while Microsoft’s environmental reporting promotes the 
company’s products and environmental initiatives, CRD concluded there were key failings.  While the 
company’s website reviewed at the time the index was constituted touted specific initiatives about 
recycling and other environmental issues, it did “not provide useable data on the company” since it did 
not aggregate statistics to provide a picture of what was happening at the company as a whole.  It said 
the company’s GRI index was “extremely difficult to find and contains very little global data,” offering 
such information only for greenhouse gases and not for other important environmental metrics.  In sum, 
CRD found the company reported on “just 10 percent of all applicable 25 environmental metrics and just 
one of five core environmental metrics.”   

Some of the concerns CRD highlighted in its discussion of Microsoft’s reporting were addressed in the 
company’s most recent Corporate Citizenship report.  On the issue of environmental waste recycling, for 
instance, the new Microsoft report notes that the company in 2009 funded the collection and recycling 
of more than 9.3 million kilograms of electronic materials, an amount equivalent or about 27 percent of 

http://ir.nasdaq.com/releasedetail.cfm?ReleaseID=389504
http://www.triplepundit.com/2010/04/microsoft-gri-sustainability-csr/
http://www.microsoft.com/environment/commitment_policies/hardware.aspx
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its worldwide sales volume for products sold seven years earlier.  The company also now reports on 
overall direct and indirect energy use and on renewable energy purchases overall.  Further, in another 
section of its most recent report, the company reports on different ways in which it is trying to reduce 
its carbon footprint, noting that it reduced emission from employee travel by 35 percent in 2009. 

CRD Analytics’ Muyot told Si2 the company has made marked improvements in its reporting, turning 
“almost 180 degrees,” but he said there is still “room for improvement” compared to competitors such 
as SAP.  The NASDAQ index is reconstituted twice a year and CRD will announce the new constituents on 
November 19, 2010, after it conducts a thorough analysis of the quantitative data produced by all 
prospective companies.    

II. Proponent Position 

John Harrington, the proponent, is the president and CEO of Harrington Investments, an investment 
manager for high net-worth individuals and institutions.  He is calling, on behalf of his clients, for 
Microsoft to establish a board committee dedicated to weighing sustainability issues, including but not 
limited to “global climate change, emerging concerns regarding toxicity of materials, resource shortages, 
and biodiversity loss.”   

He notes that Microsoft “was removed from the NASDAQ Global Sustainability Index due to inadequate 
disclosure of quantitative environmental metrics” in October 2009.  Harrington acknowledges that the 
Microsoft board’s Corporate Governance and Nominating Committee must annually review the 
company’s sustainability policies, but he says that a separate board committee would “better address 
sustainability on an ongoing basis, elevating the priority given to these issues, and thereby restoring the 
company’s leadership position.”  

III. Management Position  

Microsoft is opposed to the resolution.  It says it is committed to environmental responsibility but that a 
dedicated board committee is not necessary because the Governance and Nominating Committee 
already has a specific charge, added in 2009, to oversee its work in this area.  It says the company’s 
“chief environmental strategist guides our overall environmental sustainability strategy and leads a 
cross-company team that reports regularly to our senior executives.”   

The company offers some highlights from the last year that it says show how it meets its environmental 
goals.  Windows 7, released this year, is its most energy-efficient operating system; it launched a new 
online tool called Microsoft Hohm that “enables consumers to better understand their energy usage and 
get recommendations to save energy and money”; it also received awards for its new data centers in 
Chicago and Dublin for energy efficiency.  These and other accomplishments are described in the 
company’s public reports on the environment, management points out.     

Microsoft also thinks establishing a board committee by way of a shareholder resolution is a poor idea 
from a governance perspective.  It notes that none of its other standing committees have been 
established in this fashion, which it calls a “unique and unnecessary process.”  It therefore urges a vote 
against the resolution.  

http://www.microsoft.com/about/corporatecitizenship/en-us/our-commitments/reporting/operating-responsibly/environmental-sustainability/responsible-environmental-leadership/
http://www.microsoft.com/about/corporatecitizenship/en-us/our-commitments/reporting/operating-responsibly/environmental-sustainability/responsible-environmental-leadership/
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IV. Analysis 

Key Points at Issue 

 Does Microsoft adequately address the proponent’s concerns?  

 Would Microsoft benefit from another board committee with oversight of sustainability issues?   

 How does the company’s disclosure and oversight compare to its competitors?    

Proponent concerns:  Microsoft presents itself as a company on the forefront of environmental 
stewardship, employee involvement and good sustainability management.  The key bone of contention 
between the company and the proponent appears to be whether Microsoft has substantiated the claims 
it is making about environmental sustainability.  The NASDAQ Global Sustainability Index removed the 
company from its list of environmental leaders in fall 2009 because it said the company’s environmental 
reporting was insufficient and did not provide investors and other interested parties with enough data 
on the company as whole — giving instead anecdotal examples of good practice.  The company’s latest 
sustainability report, released just a few weeks ago, seems to address some of the criticisms, but the 
index will not be reconstituted until after the company’s annual meeting.  It is unclear if CRD Analytics, 
the research firm that determines which companies go in the index is now satisfied, although the 
company’s president told Si2 the company appears to have made substantial progress, with room for 
additional improvement.  Microsoft says it is reassessing its sustainability program and this year will 
come up with a “next generation” program, as it is on target to meet the goals it set for the current 
effort. 

Need for another committee?  Microsoft takes issue with the need for another board-level committee, 
since it points out its existing Governance and Nominating Committee already has a specific charge in its 
charter to oversee environmental sustainability issues.  The company is also irked procedurally, and says 
it sees no reason to use what it calls a “unique and unnecessary process” of a shareholder resolution 
that is a binding by-law amendment to establish a new committee.  Investors will have to decide if they 
agree with the proponent’s contention that a special board committee would be more focused on 
environmental issues, and that this extra institutional focus is warranted.   

Comparison with competitors:  Unlike Oracle, a competitor that also received this resolution, Microsoft 
does already have in place explicit board oversight on environmental sustainability.  IBM and SAP, other 
competitors, both have issued sustainability reports in accordance with the Global Reporting Initiative’s 
guidelines, as well, and both of these firms also respond regularly to the Carbon Disclosure Project’s 
questionnaires and have varying degrees of board oversight of these issues.    

Voting Considerations 

Voting in favor:  Investors who share the proponent’s concern about the level of detail Microsoft offers 
in its sustainability report with respect to environmental metrics may be inclined to vote in favor of the 
proposal, even if they are mollified by the apparent progress in the company’s disclosures shown in its 
most recent sustainability report.  These shareholders may reason that a vote in favor of the proposal 
will signal to management that investors support detailed reporting.  They may also think that robust 
board oversight through a special committee dedicated only to sustainability will ensure the subject gets 
the attention it deserves, which the marketplace is demanding from such a high profile company that 
says it is committed to facilitating sustainability improvements for itself and its customers.     

Voting against:  Shareholders who think that the company’s most recent sustainability report shows 
Microsoft has heard the criticism about its sustainability reporting may be less inclined to support the 
proposal.  These investors may think that it is not necessary to lard up the company’s board with 
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another committee, especially since in 2009 its Governance and Nominating Committee charter added a 
specific charge to include environmental oversight, bringing it in line with key competitors such as SAP 
and IBM.  These investors also may think a vote against management on the issue is premature since 
Microsoft is reassessing its sustainability efforts and is planning to launch a “next generation” effort this 
year because it says its previous targets will all be met.     


