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Re: Shareholder Proposal of As You Sow Foundation Fund

Ladies and Gentlemen:

We submit this letter on behalf of Constellation Brands, Inc. (the “Company’) to notify
the U.S. Securities and Exchange Commission (the “Commission”) that the Company intends to
omit from its proxy statement and form of proxy for its 2025 Annual Meeting of Shareholders
(the “2025 Annual Meeting” and such materials, the “2025 Proxy Materials™) a shareholder
proposal and supporting statement (the “Proposal’’) submitted by the As You Sow Foundation
Fund (the “Proponent”). We also request confirmation that the staff of the Division of
Corporation Finance (the “Staff”’) will not recommend enforcement action to the Commission if
the Company omits the Proposal from the 2025 Proxy Materials for the reasons discussed below.

In accordance with the Staff announcement published on November 7, 2023, we are
submitting this letter electronically to the Staff through the online shareholder proposal form. In
accordance with Rule 14a-8(j), we are simultaneously sending a copy of this letter and its
attachments to the Proponent as notice of the Company’s intent to omit the Proposal from the
2025 Proxy Materials. Likewise, we take this opportunity to inform the Proponent that if the
Proponent elects to submit any correspondence to the Commission or the Staff with respect to
the Proposal, a copy of that correspondence should be provided concurrently to the undersigned
on behalf of the Company.

THE PROPOSAL

The Proposal sets forth the following resolution to be voted on by shareholders at the
2025 Annual Meeting:

RESOLVED: Shareholders request that the Board issue a report, at reasonable expense,
excluding confidential information, disclosing how Constellation Brands intends to

Austin  Bay Area Beijing Boston Brussels Chicago Dallas Frankfurt Hong Kong Houston London LosAngeles Miami Munich Paris Riyadh Salt Lake City Shanghai Washington, D.C.



KIRKLAND & ELLIS LLP

March 12, 2025
Page 2

reduce its full value chain greenhouse gas emissions in alignment with the goals of the
Paris Agreement.

A full copy of the Proposal is attached hereto as Exhibit A.
BASIS FOR EXCLUSION

As discussed more fully below, the Company believes it may properly omit the Proposal
from its 2025 Proxy Materials pursuant to Rule 14a-8(i1)(7) because the Proposal relates to the
Company’s ordinary business.

ANALYSIS

The Proposal May Be Excluded Under Rule 14a-8(i)(7) Because It Relates to the
Company’s Ordinary Business

A. Rule 14a-8(i)(7) Background

Rule 14a-8(1)(7) permits the exclusion of shareholder proposals dealing with matters
relating to a company’s “ordinary business operations.” The Commission has stated that the
underlying policy of the ordinary business exclusion is “to confine the resolution of ordinary
business problems to management and the board of directors, since it is impracticable for
shareholders to decide how to solve such problems at an annual shareholders meeting.”
Exchange Act Release No. 40018 (May 21, 1998) (“1998 Release”). The term “ordinary
business” in this context refers to “matters that are not necessarily ‘ordinary’ in the common
meaning of the word, and is rooted in the corporate law concept providing management with

flexibility in directing certain core matters involving the company’s business and operations.” /d.

The ordinary business exclusion rests on two central considerations: (1) the subject
matter of the proposal (i.e., whether the subject matter involves a matter of ordinary business),
provided the proposal does not raise significant social policy considerations that transcend
ordinary business; and separately (2) the degree to which the proposal attempts to micromanage
a company “by probing too deeply into matters of a complex nature upon which shareholders, as
a group, would not be in a position to make an informed judgment.” /d.

It is well established that a shareholder proposal requesting the publication of a report is
excludable pursuant to Rule 14a-8(i)(7) if the substance of the requested report deals with the
ordinary business of the company. Exchange Act Release No. 20091 (Aug. 13, 1983) (“[T]he
staff will consider whether the subject matter of the special report...involves a matter of ordinary
business; where it does, the proposal will be excludable...””). Additionally, Staff Legal Bulletin
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No. 14M (Feb. 12, 2025) (“SLB 14M”), in reinstating the micromanagement guidance from Staff
Legal Bulletin No. 14J, explains:

This framework also applies to proposals that call for a study or report. For example, a
proposal that seeks an intricately detailed study or report may be excluded on
micromanagement grounds. In addition, the staff would, consistent with Commission
guidance, consider the underlying substance of the matters addressed by the study or
report. Thus, for example, a proposal calling for a report may be excludable if the
substance of the report relates to the imposition or assumption of specific timeframes or
methods for implementing complex policies.

Furthermore, even if a proposal is framed as a request, Rule 14a-8(i)(7) is an available
basis for exclusion. SLB 14M and Staff Legal Bulletin No. 14K (Oct. 16, 2019) (“SLB 14K™)
provide:

[A] proposal, regardless of its precatory nature, that prescribes specific timeframes or
methods for implementing complex policies, consistent with the Commission’s guidance,
may run afoul of micromanagement. In our view, the precatory nature of a proposal does
not bear on the degree to which a proposal micromanages. Following a successful vote on
a shareholder proposal, management and the board generally consider whether and how
to implement the proposal. Notwithstanding the precatory nature of a proposal, if the
method or strategy for implementing the action requested by the proposal is overly
prescriptive, thereby potentially limiting the judgment and discretion of the board and
management, the proposal may be viewed as micromanaging the company.

As discussed more fully below, the Proposal requests that the Company prepare a report,
the substance of which seeks to impermissibly micromanage the Company.

B. The Proposal May Be Excluded Because It Seeks to Micromanage the
Company

The Proposal seeks to impermissibly micromanage the Company “by probing too deeply
into matters of a complex nature upon which shareholders, as a group, would not be in a position
to make an informed judgment.” 1998 Release. The 1998 Release states that “[t]his
consideration may come into play in a number of circumstances, such as where the proposal
involves intricate detail, or seeks to impose specific time-frames or methods for implementing
complex policies.” In addition, SLB 14M reinstated Section B.4. of SLB 14K, which explained
that in considering arguments for exclusion based on micromanagement, the Staff looks to see
“whether the proposal...imposes a specific strategy, method, action, outcome or timeline for
addressing an issue, thereby supplanting the judgment of management and the board.” The Staff
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noted that if a proposal “potentially limit[s] the judgment and discretion of the board and
management, the proposal may be viewed as micromanaging the company.” /d.

1. The Proposal Probes Too Deeply into Matters of a Complex Nature
upon Which Shareholders, as a Group, Would Not Be in a Position to
Make an Informed Judgment

The Proposal seeks to impose a specific method for implementing a complex policy:
setting greenhouse gas (“GHG”) emissions targets that would reduce the Company’s full value
chain GHG emissions in alignment with the Paris Agreement. As the Proposal acknowledges, the
Company has already set GHG emissions reduction targets. The process of setting company-
wide GHG emissions targets, even over the medium-term (which the Company considers a
forward-looking view of three to five years), is extremely complicated, requiring the input of
many individuals throughout the Company and the consideration of a multitude of factors.

Specifically, the Company’s ESG strategy is defined as a key strategic pillar in the
Company’s overall business strategy and the Company’s approach in setting GHG targets is
embedded in its business planning cycle. This approach enables the Company to implement
plans that appropriately balance business commitments and considerations, being good stewards
of the environment and its natural resources, and the Company’s fiduciary responsibility to
shareholders. The Company’s business planning cycle involves creating both an annual operating
plan and a longer-range plan. The development of such plans entails consideration of numerous
and complex strategic, operational, and financial factors by management personnel at multiple
levels across the Company’s business segments based on various analyses, projections, and
assumptions. The Company’s current approach yields defined and resourced operating plans that
the Company can monitor and effectively track progress against, providing opportunities to
incorporate learnings and adjustments for improved results moving forward, ensuring
meaningful progress is made in the near term while keeping in mind longer-term aspirations. To
this end, the Company developed targets to reduce GHG emissions through energy conservation
and renewable energy initiatives based on management’s unique understanding of the
Company’s business segments, international operations and logistics, capital allocation priorities,
monitoring capabilities, and regulatory considerations.

The Company has also formalized the board of directors (the “Board”) level oversight of
ESG and sustainability strategies, and management actively monitors the Company’s initiatives
and progress, providing regular updates to the Board. The time, attention, and resources required
to set and oversee GHG emissions reduction targets that are appropriate for the Company are
significant and require an understanding of the Company’s day-to-day operations, including
capital allocation plans, growth and business strategies, and anticipated energy requirements. The
Company employed its current approach to adopt what it determined to be reasonable and
achievable medium-term GHG emissions reduction targets that are strategically aligned with its
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business rather than fundamentally aspirational goals that the Board and management did not
believe to be reasonably achievable. For these reasons, the Proposal probes too deeply into
matters of a complex nature upon which shareholders, as a group, would not be in a position to
make an informed judgment.

2. The Proposal Limits the Judgment and Discretion of the Board and
Management

The Proposal seeks to impose a specific action and method to address the Company’s
GHG emissions, thereby supplanting the judgment of the Board and management. If the Proposal
were implemented, the requested report would require the Company to disclose how it intends to
reduce its full value chain GHG emissions in alignment with the goals of the Paris Agreement.
Therefore, production of the report is predicated upon the Company’s adoption of rigid GHG
emissions targets aligned with the goals of the Paris Agreement. The Supporting Statement goes
even further by recommending that the Company disclose a timeline for setting the requested
emissions reduction goals. Furthermore, the recitals in the Proposal repeatedly call for
“immediate and significant emissions reductions,” request that the Company disclose a climate
transition plan, and describe the anticipated effects on the Company of setting the requested
targets and disclosing a climate transition plan:

e “By reducing emissions from its full value chain, Constellation Brands can mitigate climate-
related risks including reputational harm, transition risk, and supply chain disruptions.”

e “By setting Paris-aligned reduction targets covering its full value chain and disclosing a
climate transition plan, Constellation Brands can remain competitive with peers and assure
investors that it is addressing climate-related risks.”

As explained above, the Company has already set time-bound Scope 1 and Scope 2 GHG
emissions reduction targets that were embedded in its business planning cycle and that it believes
to be in the best interests of the Company and its shareholders. In setting its current GHG
emissions reduction targets, the Company chose to adopt targets that were distinguishable from
the goals mandated under the Proposal in both duration (from a baseline fiscal year 2020 through
fiscal year 2025 versus “long-term” in the Paris Agreement) and coverage (Scope 1 and Scope 2
GHG emissions versus “full value chain,” inclusive of Scope 3 GHG emissions that are
specifically mentioned in the Proposal as outside of the Company’s target). Accordingly, the
Company affirmatively determined not to align its targets with the particular methodology set
forth under Paris Agreement.

Meanwhile, the resolved clause of the Proposal requires the report to disclose “how” the
Company intends to reduce emissions aligned with the goals of the Paris Agreement, leaving no
discretion to the Board or management to make any alternative determination with respect to the
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setting (or not) of emissions reduction targets, including with respect to duration and coverage.
In other words, the Proposal does not allow the Board or management to set targets for the
Company in any manner that is not aligned with the Paris Agreement. If the Company were to be
constrained into adopting targets aligned with the Paris Agreement, it could force management to
focus on and prioritize GHG emissions targets to the exclusion or at the expense of any one or
more of the multitudes of other factors that would otherwise influence management’s overall
business planning and approach. The Proposal ultimately seeks to replace the careful balancing
of strategic, operational, and financial factors that are embedded in the complex decision-making
process that is uniquely within the purview of Company management. Therefore, requiring the
Company to align its targets to those of the Paris Agreement not only limits the discretion of the
Board and management, it removes discretion entirely and instead gives the decision-making and
oversight responsibilities to the shareholders who are not in a position to make an informed
decision, thereby supplanting the judgment of the Board and management.

The Staff has historically permitted exclusion of proposals similar to the Proposal on the
grounds that such proposals impermissibly sought to micromanage the companies at issue under
Rule 14a-8(i)(7). For instance, in SLB 14M and SLB 14K, the Staff provided the example of
Devon Energy Corp. (Mar. 4, 2019), where the proposal, similar to the Proposal at issue in the
present instance, requested annual reporting on “short-, medium- and long-term greenhouse gas
targets aligned with the greenhouse gas reduction goals established by the Paris Climate
Agreement...” The Staff determined that the proposal in Devon Energy Corp. was excludable on
the basis of micromanagement. In the Staff’s view:

the proposal micromanaged the company by prescribing the method for addressing
reduction of greenhouse gas emissions. We viewed the proposal as effectively requiring
the adoption of time-bound targets (short, medium and long) that the company would
measure itself against and changes in operations to meet those goals, thereby imposing a
specific method for implementing a complex policy.

As another example, in JB Hunt Transportation Services, Inc. (Feb. 14, 2019), the Staff
permitted exclusion under Rule 14a-8(i)(7) of a proposal requesting that J.B. Hunt “adopt
companywide, quantitative targets to reduce total greenhouse gas (GHG) emissions, taking into
account the goals of the Paris Climate Agreement, and issue a report ... discussing its plan and
progress towards achieving these targets.” Similarly, in EOG Resources, Inc. (Feb. 26, 2018)
(recon. denied Mar. 12, 2018), the Staff permitted exclusion under Rule 14a-8(i)(7) of a proposal
requesting that EOG “adopt company-wide, quantitative, time-bound targets for reducing
greenhouse gas (GHG) emissions and issue a report, at reasonable cost and omitting proprietary
information, discussing its plans and progress towards achieving these targets.” As yet another
example, in Apple Inc. (Dec. 5, 2016), the proposal at issue requested that Apple “generate a
feasible plan...to reach a net-zero GHG [defined as greenhouse gas] emission status by the year
2030 for all aspects of the business which are directly owned by the Company and major
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suppliers...and to report the plan to shareholders...” In support of its argument that the proposal
sought to impermissibly micromanage the company, Apple wrote in its no-action request that
implementing the proposal:

would require the [c]Jompany to evaluate and prioritize particular courses of actions and
changes to its operations and business, and then to replace its own judgments about the
best course of action with a course of action directed solely at meeting the specific
emissions level selected by the [p]roponent...

In each of the above no-action letters, in granting relief under Rule 14a-8(i)(7), the Staff
noted its view that “the proposal seeks to micromanage the company by probing too deeply into
matters of a complex nature upon which shareholders, as a group, would not be in a position to
make an informed judgment.”

Most recently, the Staff permitted exclusion under Rule 14a-8(i)(7) in Amazon.com, Inc.
(Apr. 7, 2023, recon. denied Apr. 20, 2023) of a similar proposal requesting that the company
measure and disclose Scope 3 GHG emissions from its full value chain inclusive of its physical
stores and ecommerce operations and all products that it sells directly and those sold by third
party vendors. In granting relief, the Staff expressed its view that “the [p]roposal seeks to
micromanage the [c]Jompany by imposing a specific method for implementing a complex policy
disclosure without affording discretion to management.”

Here, the Proposal requires a specific action and method for implementation as a
substitute for the judgment of the Board and management. The Proposal does not merely request
that the Company consider whether to adopt more expansive GHG emissions reduction targets or
even request that the Company adopt GHG emissions reduction targets that would be in the best
interests of the Company—which the Company has already done. Instead, the Proposal dictates
precisely what the Company must do and how the Company must do it.

The Proposal is distinguishable from the proposal in Anadarko Petroleum Corp. (Mar. 4,
2019). SLB 14M and SLB 14K explain the Staff’s denial of relief in that instance:

[W]e did not concur with the excludability of a proposal seeking a report “describing if,
and how, [a company] plans to reduce its total contribution to climate change and align
its operations and investments with the Paris [Climate] Agreement’s goal of maintaining
global temperatures well below 2 degrees Celsius.” The proposal was not excludable
because the proposal transcended ordinary business matters and did not seek to
micromanage the company to such a degree that exclusion would be appropriate. In our
view, the proposal did not seek to micromanage the company because it deferred to
management’s discretion to consider if and how the company plans to reduce its carbon
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footprint and asked the company to consider the relative benefits and drawbacks of
several actions.

Here, the Proposal does not defer to management’s discretion to consider “if and how”
the Company plans to reduce its GHG emissions or ask the Company to consider the relative
benefits and drawbacks of several actions. Instead, the Proposal demands a report that prescribes
the method for addressing reduction of GHG emissions (i.e., in alignment with the goals of the
Paris Agreement, including effectively obligating the adoption of time-bound targets on a
different cadence than the Company has implemented as well as changes in operations to meet
those targets), which imposes a specific method for implementing a complex policy without
affording discretion to the Board and management.

Because the Proposal probes too deeply into matters of a complex nature upon which
shareholders, as a group, would not be in a position to make an informed judgment and limits the
judgment and discretion of the Board and management, the Proposal impermissibly seeks to
micromanage the Company and is excludable pursuant to Rule 14a-8(i)(7).

CONCLUSION

Based upon the foregoing analysis, we respectfully request that the Staff concur that the
Company may exclude the Proposal from the 2025 Proxy Materials. Should the Staff disagree
with the conclusions set forth in this letter, or should you require any additional information in
support of our position, we would welcome the opportunity to discuss these matters with you as
you prepare your response. Any such communication regarding this letter should be directed to
me at christina.thomas@kirkland.com or (212) 390-4301.

Sincerely,

;]’L z ;Jhsuu}jz [[*qm‘ﬁ

Christina M. Thomas
cc: James O. Bourdeau, Esq.
Constellation Brands, Inc.

Shaun J. Mathew, P.C.
Kirkland & Ellis LLP

Abigail Paris
Mary Zuccarello
As You Sow

Enclosure: Exhibit A
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WHEREAS: Immediate and significant emissions reductions are required to avoid the worst
consequences of climate change on the global economy and investor portfolios.! Investor demand for
Paris-aligned greenhouse gas (GHG) reductions reflects the reality that climate change poses growing
systemic risk to companies (through crop damage, power outages, destroyed equipment, output
constraints, road and runway buckling, lost business days) and to investor portfolios (due to economy-
wide risk, as demonstrated by the current national insurance crisis). Oxford Economics’ technical
working paper suggests that “the projected economic costs from climate change, calculated using
damage functions, are far greater than we had previously estimated,” and that all countries see
significant losses in productivity growth from additional warming.?

Immediate and significant emission reductions are particularly necessary for the food and beverage
sector, which is responsible for approximately one third of global greenhouse gas emissions.?

Constellation Brands, an alcoholic beverage producer, identifies numerous climate-related risks in its 10-
K, including negative effects on the supply and quality of water and raw agricultural materials, which are
central to the Company’s products.* The company also notes that “the success of our brands depends
upon consumer perception,” which is, in part, influenced by the company’s “environmental impact,
including use of agricultural materials...and energy use.”> Constellation identifies regulatory compliance
costs associated with climate change as another risk factor.® By reducing emissions from its full value
chain, Constellation Brands can mitigate climate-related risks including reputational harm, transition
risk, and supply chain disruptions.

While Constellation Brands has committed to reduce its Scope 1 and 2 emissions by 15% by 2025, these
targets are not aligned with the goals of the global Paris Agreement. Furthermore, according to the
Company’s disclosures, over 95% of its emissions fall within Scope 3, meaning that its current climate
targets cover less than five percent of its total climate footprint.

Constellation lags peers in mitigating climate impact, exposing the company to competitive risks.
Molson Coors, Heineken, Diageo, AB InBev, and Rémy Cointreau have all set Paris-aligned reduction
targets for their full value chain emissions and validated these targets through the Science Based Targets
initiative.® By setting Paris-aligned reduction targets covering its full value chain and disclosing a climate
transition plan, Constellation Brands can remain competitive with peers and assure investors that it is
addressing climate-related risks.

RESOLVED: Shareholders request that the Board issue a report, at reasonable expense, excluding
confidential information, disclosing how Constellation Brands intends to reduce its full value chain
greenhouse gas emissions in alignment with the goals of the Paris Agreement.

SUPPORTING STATEMENT: Proponents recommend, at Company discretion, the report include a
timeline for setting such emission reduction goals.

1 https://www.ipcc.ch/report/ar6/wg3/downloads/report/IPCC_AR6 WGIII FullReport.pdf, p.1

2 https://www.oxfordeconomics.com/resource/the-global-economic-costs-of-climate-inaction/

3 https://www.climateaction100.org/wp-content/uploads/2021/08/Global-Sector-Strategies-Food-and-Beverage-Ceres-PRI-
August-2021.pdf, p.8
4https://ir.cbrands.com/sec-filings/all-sec-filings/content/0000016918-24-000054/0000016918-24-000054. pdf

5 https://ir.cbrands.com/sec-filings/annual-reports/content/0000016918-24-000054/0000016918-24-000054.pdf, p.25

6 https://cdn.shopify.com/s/files/1/0614/2797/4201/files/2023-ESG-Impact-Report.pdf, p.12

7 https://cdn.shopify.com/s/files/1/0614/2797/4201/files/2023-ESG-Impact-Report.pdf, p.30

8 https://sciencebasedtargets.org/companies-taking-action
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