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On behalf of our Board of Directors and management, we want to thank your organization for its 
continued investment in Microsoft.  As we have before, we are writing to update you on developments at 
Microsoft over the past year. 

 
Satya Nadella Named CEO.  Most notable is the announcement of Satya Nadella as our new Chief 
Executive Officer.  Since joining the company in 1992, Mr. Nadella has spearheaded major strategy 
and technical shifts across the company’s portfolio of products and services, including the 
company’s move to the cloud and the development of one of the world’s largest cloud 
infrastructures supporting Bing, Office, Xbox, and other services.  His first six months have been 
defined by a pledge to make Microsoft a productivity and platform company for the mobile-first 
and cloud-first world, and reinvent productivity to empower every person and every organization 
on the planet to do more and achieve more. 

 
Board Leadership.  John Thompson, previously Lead Independent Director, became independent 
Chairman of the Board in February coincident with Mr. Nadella’s appointment as CEO.  
Mr. Thompson led the search process that culminated in Mr. Nadella’s appointment.  Bill Gates, 
formerly Chairman, assumed a new role on the Board as Founder and Technology Advisor, to 
devote time to supporting Mr. Nadella in shaping the technology and product direction of the 
company. 

 
Fiscal Year 2014 Performance.  Our strategy is being built on a foundation of strong financial 
results.  Over the last five years, revenue has grown over 48% to $86.8 billion, and net income has 
grown over 51% to $22.1 billion in fiscal year 2014.  Our traction in the enterprise is stronger than 
ever and consumer offerings continue to gain momentum.  Our emphasis on long-term growth is 
unchanged as we optimize for success in a mobile-first, cloud-first world. 
 
Outreach and Engagement.  We truly appreciate the opportunity to engage with our 
shareholders.  Over that past year, independent members of our Board spoke with investors 
collectively holding over 30 percent of outstanding shares.  Senior members of our management 
team also spoke with our shareholders and provided the feedback received directly to our Board.  
From day one, Mr. Nadella committed to investing time with our shareholders to increase 
transparency and better understand their perspectives, including by participating in quarterly 
earnings calls beginning with last April’s third quarter report.  We value your continued interest 
and feedback, and are committed to maintaining our active dialogue with shareholders to ensure 
a diversity of perspectives are thoughtfully considered.  As we move closer to our annual 
shareholders meeting, we look forward to hearing from many of you and continuing our dialogue 
as we work together to deliver long-term shareholder value.  In addition to meeting directly with 
our investors, we provide our AskBoard@microsoft.com e-mail box for communication to our 
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Board, and encourage shareholders to contact us to address any aspect of our corporate 
governance framework or the role of the Board. 

 
Board Refreshment.  Our Board regularly adds new directors to infuse new ideas and fresh 
perspectives into the boardroom.  As the Governance and Nominating Committee, we are focused 
on how the experience and skill set of each individual director complements those of their fellow 
directors to create a balanced Board with diverse viewpoints, deep expertise, and a strong 
technology-specific knowledge base to lead our business into the future. 
 
Mason Morfit, president of ValueAct Capital, joined the Board in March following the 
announcement of last year’s cooperation agreement between our two companies.  He brings 
valuable insights as a significant Microsoft shareholder, an experienced, financially sophisticated 
investor, and a director of several public companies.  John Stanton, a pioneer and innovator in the 
U.S. and global wireless industry, joined the Board in late July.  He brings extraordinary experience 
in the mobile communications industry, deep business acumen, and extensive board experience.  
Stephen Luczo departed our Board in March to focus on his commitments at Seagate.  He played a 
key role in the CEO search process, so we thank him for his contributions to the company. 
 
Our current Board comprises eight engaged independent directors with diverse skills and 
expertise.  We look forward to building on this foundation as we continue to identify and attract 
additional perspectives to help us advance our position as one of the world’s leading technology 
companies. 
 
Executive Compensation.  It has long been a priority of the Board to ensure we are attracting and 
retaining the best talent.  Competition in the technology industry for talented executives is fierce 
and makes it critical that we compensate our executives commensurate with their responsibilities, 
contributions, and market value.  The compensation decisions for Mr. Nadella’s promotion to CEO 
reflect this competitive environment and the demands of his new role.  In exceptional cases, such 
as periods of significant transition, we believe retention awards such as those issued last 
September are appropriate to ensure continuity of leadership and retention of top talent.  Our 
Board is focused on ensuring our compensation program creates incentives for delivering long-
term, sustainable performance by the company.  We have taken steps to move towards more 
performance-based compensation as evidenced by the seven-year, relative TSR incentive award 
granted to Mr. Nadella, which directly aligns his interests with shareholders over the long term. 

 
We believe our executive officers should maintain a material personal financial stake in the 
company to promote a long-term perspective in managing the enterprise and to align shareholder 
and executive interests.  Our stock ownership policy requires each covered executive to acquire 
and maintain ownership of Microsoft shares, ranging from three to ten times his or her salary.  
Under our executive compensation recovery policy the company may seek to recover payments of 
incentive compensation if the performance results leading to a payment are later subject to a 
downward adjustment or restatement of financial or nonfinancial performance.  The company 
may recover incentive compensation whether or not the executive’s actions involve misconduct.  
Our executive officers also are prohibited from hedging or pledging Microsoft stock. 
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Corporate Citizenship.  Microsoft’s work serving the needs of communities globally and fulfilling 
our public responsibilities contributes long-term value to our business, our shareholders, and 
communities around the world.  When individuals and societies thrive, so do we.  That is a guiding 
philosophy behind Microsoft YouthSpark, a commitment to create opportunities for 300 million 
youth through technology, training and experiences.  It is also why we seek to do business in 
principled ways that respect people and the planet.  For more about Microsoft’s corporate 
citizenship commitments and performance, please visit http://www.microsoft.com/citizenship. 

 
These developments are consistent with our commitment to a strong corporate governance 

framework designed to promote the long-term interests of our shareholders, maintain internal checks and 
balances, strengthen management accountability, and foster responsible decision-making.  We invite you 
to visit our investor relations website for information about Microsoft businesses, financial performance, 
investor services, corporate governance, and citizenship.  The site is updated regularly to include topics 
that may be of interest. 

 
Thank you for the trust you have placed in us.  We appreciate the opportunity to serve as 

stewards on your behalf. 
 

Sincerely, 
 

 
John W. Thompson 
Chairman of the Board and 
Chair, Governance and Nominating Committee 
Microsoft Corporation 
 

 
David F. Marquardt 
Member, Governance and Nominating Committee 
Microsoft Corporation 

 

 
Charles H. Noski 
Member, Governance and Nominating Committee 
Microsoft Corporation 
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