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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549 l\/ 0 A Jb
DIVISION OF p i Iﬂ,’jo/‘g
CORPORATION FINANCE
February 6, 2013

Tyler F. Mark pct__| QBPIL

Sidley Austin LLP

tmark@sidley.com Section:_ /o

Rule:
Re:  FLIR Systems, Inc. Public {Q_[ @ /
Incoming letter dated December 20, 2012 Availability:

- Dear Mr. Mark:

This is in response to your letters dated December 20, 2012 and January 24, 2013
concerning the shareholder proposal submitted to FLIR by the California State Teachers’
Retirement System. We also have received letters on the proponent’s behalf dated
January 7, 2013, January 18, 2013, and January 29, 2013. Copies of all of the
correspondence on which this response is based will be made available on our website at
http://www.sec.gov/divisions/corpfin/cf-noaction/14a-8.shtml. For your reference, a
brief discussion of the Division’s informal procedures regarding shareholder proposals is
also available at the same website address.

Enclosure

Sincerely,

Ted Yu
Senior Special Counsel

cc:  Michael J. Barry
Grant & Eisenhofer P.A.

mbarry@gelaw.com



February 6, 2013

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  FLIR Systems, Inc.
Incoming letter dated December 20, 2012

The proposal requests that the board of directors issue a report describing the
company’s short-term and long-term strategies on energy use management.

There appears to be some basis for your view that FLIR may exclude the proposal
under rule 14a-8(i)(7), as relating to FLIR’s ordinary business operations. In our view,
the proposal and supporting statement, when read together, focus primarily on FLIR’s
strategies for managing its energy expenses. Proposals that concern the manner in which
a company manages its expenses are generally excludable under rule 14a-8(i)(7).
Accordingly, we will not recommend enforcement action to the Commission if FLIR
omits the proposal from its proxy materials in reliance on rule 14a-8(i)(7).

Sincerely,

David Lin
Attorney-Adviser



' A DlVISION OF CORPORATION FINANCE :
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to
. matters arising under Rule 14a-8 {17 CFR 240.14a-8], as with other matters under the proxy
~ rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and'to determirie, initially, whether or not it may be appropriate in a particular matter to. -
recommend enforcement action to the Commission. In connection with a shareholder proposal
" under Rule 14a-8, the Division’s. staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy. materials, as well
as any mfonnal’.lon ﬁnmshed by the proponent or-the proponent’s represmtatlvc

. Although Rule 14a-8(k) does not require any commumcatlons from shareholders to the
Commission’s staff, the staff will always.consider information conceming alleged violations of
" the statutes administered by the Comsmission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or nile involved. The receipt by the staff
of such information; however, should not be coustrued as changing the staff’s informal
procedures and; proxy review into a forrnal or advelsary procedure. .

, Itis unportzmt to note that the stafP’s and. Commisston’s no-action responses to-
‘Rule 14a-8(j) submissions reflect only informal views. The dctermmatxons reached in these no- .
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
proposal Only a court such as.a U.S. District Court can decide whether a company is obligated
-- o include shareholder proposals in its proxy materials. Accordingly a discretionary
. determination not te recommend or take Commission enforcement action, does not- preclude a

" . proponent, or any sharehelder of a.company, from pursuing any rights he or shc may have against

the company in- court, should the management ormt the proposal from the company S .proxy
‘material.
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January 29, 2013
VIA EMAIL
Office of the Chief Counsel
Division of Corporation Finance
Securities and Exchange Commission
100 F Street, N.E.
- Washington, DC 20549

‘Re: FLIR Systems, Inc.
Shareholder posal of California State Teachers Retirement System

Ladies and Gentlemen:

This responds to FLIR System, Inc.’s (“FLIR” or the “Company”) January 24, 2013 letter
to the Staff of the Division of Corporation Finance (the “Staff”) conceming a shareholder
proposal (the “Proposal”) that CalSTRS submitted to the Company for inclusion in the proxy

" statement and form of proxy for its 2013 Annual Meeting of Shareholders. The Company has
failed to meet its burden of demonstrating that the Proposal is excludable and its request for no-
action relief should be denied.

First, FLIR fails to address the more recent, and more applicable, determinations in
Chesapeake Energy Corp. (Apr. 2, 2010) and Cleco Corp. (Jan. 26, 2012). Chesapeake and
Cleco, both energy providers, were denied exclusion of shareholder proposals that are analogous
to the Proposal. These decisions cast serious doubt on FLIR’s reliance on 7XU Corp. (Apr. 2,
2007). Chesapeake sought to exclude a CalSTRS shareholder proposal requesting a
sustainability report on the company’s greenhouse gas emissions and its plans to manage
emissions. Cleco sought to exclude a shareholder proposal requesting a report on sustainability
and material water-related risks. The Staff denied exclusion of both proposals under Rule 14a-
8(i)(7). The Proposal makes an analogous request for a report on FLIR’s energy efficiency
strategies, and it is equally not excludable under the Staff’s determinations in -Chesapeake and
Cleco, which FLIR fails to refute. '
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. In addition, FLIR misrepresents. CalSTRS’ argument with respect to the Company’s
reliance on the Staff’s determination in ZXU Corp. The Company frames CalSTRS’ position as
arguing that FLIR’s reliance on TXU is misplaced because TXU predates SLB 14E. This is
incorrect, as CalSTRS’ January 18, 2013 correspondence merely put 7XU in its proper context in
light of the actual arguments made in that matter and the various Staff interpretations that relate
to the issue of exclusion under 14a-8(i)(7) due to asking for an assessment of risk. TXU Corp.
-overwhelmingly addressed exclusion of the shareholder pmposal because it called for an
evaluation risk in its no-action request. Thus, the TXU decision is more accurately viewed as
being based on that issue.

The Staff explained in SLB 14E, more than 2 years after 7XU, that it was “concerned that
[its] application of the analytical framework [relating to 14a-8(i)(7)] . . . may have resulted in the
unwarranted exclusion of proposals that relate to the evaluation of risk but that focus on
significant policy issues.” CalSTRS believes that 7XU may be an example of such an
unwarranted exclusion, and to the extent this is correct FLIR’s reliance on it is misplaced.

Moreover, to the extent 7XU was based more generally on the shareholder proposal’s
intrusion on the company’s ordinary business operations, FLIR fails to address the significant
differences between the energy efficiency proposal at issue in ZXU and the Proposal. The ZXU
shareholder proposal called for the company to conduct numerous, specific analyses on cost
savings, implementation costs, and the financial impact of reduced consumer demand on the
company’s plans. Thus, even beyond the more narrow issue of evaluation of risk, the TXU
shareholder proposal was clearly more related to the company’s ordinary business than is the
Proposal. CalSTRS has requested only a report on the significant policy issue of energy
efficiency as it relates to the Company’s stratches

Finally, FLIR fails to address the significance of the difference between TXU Corp.’s and
its own operations. TXU Corp. is a utility company whose ordmary business operations involve
the production and supply of energy. FLIR’s ordinary business is the design, manufacture and
sale of thermal imaging systems. The nature of the compamw respective businesses, as well as
the stark differences between the shareholder proposals at issue, illustrate clearly that FLIR 8
rehance on TXU Corp. i3 rmsplaced.

For the foregoing reasons, and as more fully set forth in CalSTRS pnor correspondence,
CalSTRS respectfully renews its request that the Staff decline fo concur in FLIR’s v1ew that it
may exclude the Proposal under Rule l4a-8(1)(7)
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Please do not hesitate to contact the undersigned at 302-622-7065 should you have any
questions concerning this matter or should you require any additional information.

Sincerely,
- Michael J. Barry

cc: T yler F. Mark; Bsquire



ary 24, 2013

18092078 i Electronic Mail
1503458390800

'U.S. Securities and Exchange: Commwsxon
Division-of Corporation F’_;‘,',;
‘Office.of Chief Counse] -

106 FStreetNE.

“Washington, DC 20549

Re:

Ladies and Gentlemen:

“Response Letter”) fios Michael 1. _Barry on behalf of the Cal ‘rma'smi‘eachérs
Retirement System (the “Proponent™) conicgining a sharcholder propesal submitted by the
Proponent on November 15; 2012 (the “Proposal”).

In accordance with -Staff Legal Bulletin 14D (*SLB 14D"), this letter is being
submitted via e-mail. It addiesses the issues raised by the Proponent in the Response
Letter and should be read in conjunction with the Company’s-original December 20, 2012
letier requesting no-action relief (the “Original Submission™). A copy of this letter will
also be sent to the Proponent; Pursuant to Rule 14a-8(k) and SLB 14D, the Company
requests that the Proponent:copy-: ther undersigned on any correspondence that it elects to
submit to the Staff in response to this letter.

Anglysis

The Company continues to'stand by the arguments made in the Original
Subinission and believes. thit the Proposal may be excluded purspant to Rute 14a-8(1)(7).
Tt wishes to respond biiefly, however, to a limited number of points made by counsel for
the Pmponent in the Response Letter.

F1rst the Response Letter is focused to 2 sxgmﬁcant extent on Staff Legal Bulletin
14E (“SLB 14E”). This is perplexing, however, in that the relief requested in the
Original Submission does not hinge on the “evaluation of risk™ analysis discussed in SLB



Subimission is a simple-one:
the posal may beomlttéd,

ldE ’thher thepnnclpalsargument mademme»-.

in the TXU letter rehed upon by the-.
the:inclusjon in the proposal of 4

ff*s Jetter graniting the relief, as well as

sk v the basm for gmntmg rehef makes

»Staﬂ’ (lld Dot make:any mention of risk wheii } 'xt:-;granted rehef to TXU Corp inthe lettm'
relied upon by the Company.

The: plam lhnguage of the Proposal. repeatad}y and primarily addresses matters:of
ordmnty brasing: ions and simply does1iot give any express-indication that it is
focused on the: slgmﬁcant policy consideration 6f énvitorimental proteetlon. That is:the
erux:of theOriginal Submzssxon While the Siaff has found that “energy efficiency™ in
certaiil contexts-can.rise to the level of a significant policy issie, # mere reference to the
tetin &des ‘Dot medn the Proposal is therefore immune-to exclusion. The Staff’s approsich

le 14a-B(i)7) is fairly straightforward: it bases its decision on the underlying

bstance of the proposal.. If the propasal does:iot focus on. asignificant policy issue:or
ifit focusw onrordinary business operations’ in addition to a significant pelicy-issue, Staff’
precedent indicates that the proposal is excluddble: The few mentions of “energy
efficiency™ i the Proposal are made in the context of a discussion of ordinary business
concems. Even the resolution statement says nothing of environmental preservation but
alludes-only to the ambiguous concept of s&ategles regardmg “energy use management »
If the-Proponent were principally concerned with envirorimental protection, it is nowhere
evident in the resolution statement or supporting materials to the:Proposal.

The Compwy, therefore, stands by the drguments made in the Original
Submission and continues to believe that thie Proposal may be excluded from its 2013
Proxy Materials pursuant to Rule 14a-8(i)(7)..

1 TXT7 Coip. (Apiil 2,2007)

¥ See, ¢. g...Pfizer Inc. (Jan. 29, 2007) (“There appeats to be some basis for your view that [the company]
may cxclude the proposal under rule 14a-8(1)(7); as relahng to [the company’s] ordinary business

18 (i.e., evalvation of risk).”); Standard Pacific an. 29, 2007) (same); Norfolk Southern
Cmpcmtxan {Feb. 20, 2007) (same); Kansas City Southern (Feb. 21, 2007) (same); Union Pacific
Corporation (Feb. 21, 2007) (same); Great Plains En sqrpoiated (Feb. 27, 2007).(same); Pulte
Horres, Inc..(March 1,2007) (same); ACE Limited’ 9, 2007) (same); Centex Corporation (May 14,
2007) (same); Eli. Lrlly and Company (Dec. 19, 2007) (same); Toli Brothers, Inc. (Dec. 20, 2007) (same);
Merck & Co., Inc. (Dec. 21, 2007) (same).




cc; Anne Sheehan, Direct
Retirement System
Michael J. Barry

stor, Corporate Governance, California State Teachers’
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January 18, 2013
VIA EMAIL
Office of the Chief Counsel .
Division of Carporation Finance '
Securities and Exchange Commission
100 F Street, N.E.

Washington, DC 20549

Re: FLIR Systems, Inc.
Shareholder Proposal of Califorma State Teachers Retirement Sgtem

Ladies and Gentlemen:

- . We have been asked by the California State Teachers Retirement System (“CalSTRs”) to
respond to FLIR System, Inc.’s (“FLIR” or the “Company”) December 20, 2012 letter (“No-
Action Request”) to the Staff of the Division of Corporation Finance (the “Staff”) concerning a
shareholder proposal (the “Proposal”) that CalSTRS submitted to the Company for inclusion in
the proxy statement and form of proxy for its 2013 Annual Meeting of Shareholders (the “Proxy
Materials”). The Proposal requests that FLIR’s Board of Directors “issue a report describing the
company’s short- and long-term strategies on energy use management. The requested report
should include a company-wide review of the policies, practices, and metrics related to FLIR
System’s energy management strategy.”

FLIR argues that the Proposal is excludable under Rule 14a-8(i)(7) because: (i) it deals
strictly with ordinary business operations; (ii) it mixes policy concerns-with ordinary business
métters; and (jii) it seeks a risk assessment fundamentally related to ordinary business operations.
As set forth below, because the Proposal focuses on significant policy issues that transcend day-
to-day business matters, the Proposal is not excludable under Rule 14a-8(i)(7). Furthermore,
merely requesting that FLIR “write a report on its energy eﬁicxency strategles is not
inappropriately related to the Company’s ordmary business.

e eree 44 emmen s e e ree smanremr hs e b e s e a
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The Proposil statesi

FLIR SYSTEMS, INC. ENERGY EFFICIENCY RESOLUTION

" Investments in enetgy efficiency are.an attractive way to manage rising

energy costs, can enhance a company’s role as a corporate citizen, and are

: ?’ quite profitable and low-risk. A 2008 McKinsey report (How the
"~ Worl

Should Invest in Energy Efficiency) estimated that $170 billion
could be invested in energy efficiency ‘with an average internal rate of
return of 17%. The report estimated that by 2020, these energy efficiency
investments could produce over five times their cost in annual energy
savings.

Companies are increasingly committing to energy efficiency initiatives.
According to the Center for Climaté-& Energy Solutions: Jobnson &
Johnson achieved: an internal rate of return-19% from recent energy-

-efficiency investments; Alcoa’s Energy Efficiency Network has captured
. sustainable annual savings exceeding $20 million; between 1990 and
2006, IBM’s energy conservation measures saved $290 million; and

between 1990 and 2008, DuPont estimates that its energy efﬁmency
mmahm saved the company. about $4 billion.

Evidence linking environmental considerations such as ‘energy efﬁclency
and value creation is increasingly being seen. An October; 2010 report
from Thomson Reuters (ESG and Eamings Performance) concluded that,
“U.S.. companies with stronger ESG Tenvironmental, social and
governance] scores cons:stently beat earpings estimates more ﬁ'equtmtly
than those.with lower scores.” And according to an October 4, 2011 report
from Goldman Sachs (Why ESG Matters), “Firms with leading ESG
scores tend to generate mgher and more durable returns on cap:tal than
sector peers.” - ,

According to FLIR . System s 2011 Form 10~K, the Company
acknowledges that part of its growth strategy is predicated on cost
efficiency. On page 5 of this report, the Company states that their “ability
to continue penetrating and expanding on our leading market position...is
predicated on our success at reducing intemal costs to manufacture
systems.” On page 36 of this report, total operating expenses were
identified as approximately $515. million. According to  Honeywell’s
Energy Management Solutxons, energy. expenses can_account for more

- than 25 percent ofa company'’s total operating costs. For FLIR Systems,

25 percent of its 2011 operating costs ig approximately $130.million.

FLIR Systans ‘has ‘not prov1ded adequate dlsclosure in public filings, on
its website, or, through a report, that discusses. the Company’s energy
management strategy. An effective epergy management strategy.can yield
aslll(lgh retum on, mvestment while proactlvely rwpondmg to reputahonal
ri

RESOLVED '
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Shas'eholders requwt that the Board of Du'ectors issue report d&ccnbmg
the company’s short- and long-term strategies on energy use management.

- The requested report should include- a -company-wide review of the
policies, practices, and - metrics :related to ‘FLIR -System’s -energy
management strategy. . The report should he prepared at reasonable cost,
omitting proprietary -mformauon, and made available to shareholdcxs by

. December?d 2013.. " R

" DISCUSSION
L  Thé Proposal Is Not Excludable Under Rule 14a-8(i)(7) Because The Underlying
Subject Matter Of The Proposal Raises Significant Policy Issues

Rule 14a-8(i)(7) allows. companies to exclude shareholder proposals that “deo.l{] with a
matter relatmg to the company’s ordinary. business operations.” The Staff clarified its posmon
on Rule 14&'8(1)(7) in-Staff Legal Bullehng 14B: (“SLB 14E7) .. °

_ Prior to SLB 14E, the Staff apphed the following analytical framework to determine
whether‘or not to exclude a proposal under Rule 14a-8(i)(7) in Staff Legal Bulletin 14C:

To the -extent that a proposal and. supporting. statement have: focused on a
company engaging in an internal assessment of the risks and liabilities that the
company- faces as a result of its operations, we have penmtted companies to
éxclude these proposals under Rule 14a-8{i)(7) as relaung to an évaluation of risk.
To the -extent that a’ proposal and supporting statement havé focused on a
company mmnmzmg or, eliminating operations that may adversely affect the
environment or the public’s health, we have not permitted companies to. exclude
these proposals under Rule 14a—8(1)(7)

In SLB 14E, however, the Staff noted that 1t was “concerned that [its] apphcatlon of the
analyucal framework . . . may have resulted in the unwarranted-exclusion of proposals that relate
to the évaluation of nsk but that focus on significant policy -issues.” - Instead of focusing on
whether a proposal requires an evaluation of risk, the Staff “will instead focus on the subject
matter to whxch the nsk pertams or that g1ves rise to the nsk_” SLB 14E The Staﬁ' stated:

s In . cases in which a proposal’s underlymg subject matter transcends the day-
to-day business matters of the company end raises policy issues so significant that
it would be appropnate for a shareholder vote, fne proposal generally will not be

" excludable

Thus, the mere fact that d “proposal and supperting statement relates to-the company
engaging in an.e%'aluation' of risk” is not sufficient to exclude a proposal that deals with

significant policy issues.” However, where “a propdsal’s underlying-subject matter.involves an .

ordinary business matter to the oompany,” it 1s generally excludable under Rulc l4a-8(1)(7)
SLB 14E:
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: Furthmnore a company may exch1de a.“proposal [that] 'seeks,to. ‘micro-manage’. the
company by probing 00 deeply.into, matters of a complex nature upon which shareholders, as a
group, would not be in a position to make api informed Judgmen » Exchange Act Release No.
34-40018 (May 21 1998).

A. . The ‘Proposal Does. Not Deal Strictly With The Company’s Ordinary
Business Qperaﬂogg And Is Not Excludable Under Rule 14a- 87 '

: FLIR argues that the. Proposal relates ‘only to. its ordmary busm&s operatlons and
therefore is.excludable under 144-8G)(7).. No Actxon Letter at 3-4. However, the Proposal’
focusis clearly on the broader significant policy issue of energy efficiency and the lack of related
_disclosures by the Company. FLIR mistakenly relies heavﬂy on the pre-SLB 14E no-action

determination in TXU. Corp. (Apr. 2, 2007), while ignoring more relevant, and more recent,

decxsmns such as Cleco Corp (January 26 2012) and Chesapeake Energy Corp (Apr. 2, 2010).

At the outset, it is 1mpor‘tant to note that the Proposal makes eight separate references to-

“energy efficiency,” and. two analogous references to “energy management™ and “energy use

minagement.” Thus, FLIR’s selective focus on references to mvesiments, costs and returns is - .

misleadirig. Moreover, the terms on which FLIR.focuses are noted in the Proposal in order to
explain the relevance and importance of the important policy issue of energy efficiency, the
central focus of the Proposal, to the Company’s sharcholders. As ¢ result; the plain language of
the Proposal, read in its entirefy, demonstrates that it is focuséd on aif 1mportant pohcy msue, and
.dow not deal soIely W1th ordinary businéss matters. = -

FLIR’s reliance on the Staff’s no-action determination in ZXU Corp (Apr. 2, 2007) is
completely mxsplaced -The ‘TXU Corp. declsron was nssued in 2007, prior to the Staff’s 2009
announcement in SE:B 14E that'its prior. application of the “crdinary business” exclusion “may
have resulted in the unwarranted exclusion of proposals that relate to the evalyation of risk but
that focus on mgniﬁcant policy issues.” The. shareholder proposal at issue in TXU Corp., while
- also related to energy" efficiency, in relevant part called for TXU to. issue a report to shareholders

including (i) an analysis of energy. savmgs that may be achieved, (i) an-analysis of costs of
'nnplﬂnmtmg energy efficiency actions, and (i) an analysis of reduced demand by customers
ahd " the Jimpact of thaf -on TXU’s construction’of néw ‘power- generdting facilities.  An
examination of TXU’s primary argument for exclusion under 14a-8(1)(7) shows that the
company facused its argument on excluding the proposal because of its concern that if related to
an assessmeiit of risk. Seé, XU Corp., Feb. 1, 2007, correspondence, at 3-6 Moreover, TXU
cpnceded that energy “efficiency is a s1gmﬁcant policy issue, Id., at 7. Thus, the Staffs
determmatlon to permit exclusion of the ghareholder proposal subm1tted to TXU is best sccn an
. apphcatlon of the “nsk asmsment” approach mod;ﬁed by the Staﬁ' in'SLB 14E.

" Indeed, as further ev1dence of the: helghtened importance of risk assmmt in 2007, the
Staff’ issued a’ second no-action détermination relating to TXU Corp. on the sanie day that
reached the opposite conclusion, despite the.fact that the second shareholder. proposal was at
least as related to TXU’s ordinary buginess than was the proposal which was allowed to be
excluded. See TXU Corp. I (Apr.. 2, 2007)’ In 77(‘U Corp. 1, the sharcholder proposal
rcquested in relevant part that TXU’s board of duectors “adopt quantltatlve goals for ex1stmg

PO A,

* e
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and proposed plants to reduce (a) mercury emissions . and (h) total C02 emissions ... and

that the: company report to shareholders ... on its plans. to achieve these goals.” - FXT/ Com I,
Exhibit A to-Feb. 1; 2007.no-action request, TXU: Emissions Reductions ‘shareholder proposal
submitted Nov. 17,.2006. In secking no-action rehef for mls/sharcholder proposal requesting the
establishment of corporate policies directly related to: the company’s’ ordinary business
operations, TXU argued that the shareholder propesal was excludable under 14a-8(1)(7) because
it sought fo micro-manage the company’s. business, and:made no reference to risk assessment.
TXU Corp. II, Feb. 1,2007 no-action request, at 3-4. - As with the energy efficiéncy shareholder
proposal, TXU conceded that the énvironmental issues-in the emissions. shareholder proposal
related to a significant policy issue: Id.,-at 5. The Staff denied TXU’s no-action: request. The
critical differerice between these demsxons was the argument on nsk assessment which the. Staff
subsequently ‘addressed ini SLB 14E : :

. More relevarit no-achon determmatxons, which the Company ignores, support the
conclusxon that the Proposal is not excludable under 14a-8(i)(7). ‘In Chesapeake Energy Corp:.
(Apr. 2, 2010), for example; the Staff rejected the argument that a similar CalSTRS shareholder
proposal reque#tmg 4 sustainability report on such topics as.greenhouse gas emissions and the -
company’s "“plans to manage emissions”- could be excluded as relating to the company’s
“ordinary businéss.” This decision came shortly after the Staff announced its revised analysis of
14e-8(i)(7) in SLB 14E. Chesapeake Energy sought exelusxon under 14a-8(i)(7) largely based on

sk assessment, and the Staff denied the company’s no-action request. The Proposal’s request

for  an ' energy efficiency report is ‘effectively, the eqmvalent of the repert: on emissions
management requested in Che.vapeake Energy, and is equally not excludable under 14a—8(1)(7)

The StafPs determitiation i in Cleco Corp. (Jan. 26, 2012) is also instructive. Cleco is a

. public uuhty holding company, and the shareholder proposal at issue requested a report on the

company’s sustainability risks and opportumties as well as an’ analysis of material water-related
risks. In seeking to exélude the shareholder proposal under 14a-8(1X(7), Cleco argued that lt
.would have to-perforim a detailed aualys1s of “how water scarelty may affect the Company’s
equipment, methods of ooo'hng eqmpment, methods of generating eléctricity, business structure,
relationships with wholesale power suppliers, relationships with customers, the means by which
it transmits and sells -electricity, and would necessarily enéompass the Company’s budgets,
capital expenditure plans, and its short- and long-term business strategaw » Cleco, Dec. 21, 2011
no-action réquest, at 3. Moreover, the company pomted out fhat its pitimary opcratmg subsldmry ’
was _subject to the jurisdiction of state and fedéral utility regulators, which meant that the
requested report would require mgmﬁcam a;nalysxs of how applicable regulatioris related to water
scarcity issues. Id., at 3-4. The Staff rejected Cleco’s request, without any response even having
been submitted by the ‘shareholder proponent, and found that “the’ proposal focuses on the
s1gmﬁcant policy issu¢ of sustainability.” The Proposal’s requested Tepoit on.energy efficiency
is analogous to the sustainiability report at issue in Cléco. Thus, the Cleco decision illustrates the
apphca'.bthty of the “sngmﬁcant social pol:cy’ excepuon under 14a-8(1)(7) to this matter. h

‘'Finally, ttie Conipany’s attempt to dlstmgmsh the Staff’s ‘deterrination in TXU Corp
from Ultra Petroleum Corp. (Mar. 5, 2008) on the basis of Ultra Petroleum's focus on the policy
issue of environmiental _presérvation is mxsplaced. The Ultra Petroleum shareholder proposal
requested. a generic “report .-on our company’s plans to address chmate change in contrast to
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the more ‘detailed request for analysw ‘of “savings, costs and impacts: ‘on energy- facility
construcuon plans called for in TXU. Thus, the Ultra Petroleum decision"is better seen as an
wcample of a pre-SLB 14E declsxon in which the sharéholder proposal, though addr&ssmg a
significant pohcy issue;, did not mVOlve an unacceptable assessment. of risk by thc company, and
asa rwult it-'wasnot excludable under 14aa8(1')(7)

B " “The Proposal Comes Within The “Slgniﬁcant Social Policy” Exceptldn '
* To Rule 14a—(')( . .

’I‘he Company next attempts to rely on a group of dlsungmshable cases for’ the
proposmon that proposals relating to both ordinary business matters and significant social policy
- issues are exciudable under Rule 14a-8(i)(7). As with its prevxous arguments relating to day-to-
day business concemns, the Company’s effort on this point is misplaced. Mareover, it ignores the
speclﬁcs oilQIeco whmh, as set foﬂ:h above, are much closer to those at issue here.

: Specrﬁcally, FLIR begms by elying on Walt Disney Co. (Dec 15, 2004) (allowing

.exclusion. of a shareliolder proposal under 14a-8(i)(7) that requesting the inclusion of social -

responsxbﬂxty and environmental criteria in setting exccutive compensation) and Dominion
Resourges, Inc. (Feb. 3, 2011) (allowing exclusion of a shareholder proposal under 14a-8(i)(7)
calling for the company to “initiate a program to prov1de financing to home and small business
owners: for installation of rooftop’ solar or wind power rencéwable generation”” in order to éarn
~ additional profits for the company) to support ifs position regarding the interplay of significant
policy issues and orilinary business. These shareholder proposals are significantly different from
the Proposal; and are excludable for reasons that do riot relate-to the Proposal. The Walt Disney
- shareholder proposal purported to- raise ‘issues of social responsibility and- environmental
- concerns, incorporating these policy issues into questions of executive’ compensation. However,
the. proposal’s entite supportmg statemenit’ was a discussion of smoking and tobacco use, and
how its depiction in moviés created more smokers:- As the company argued; the proposal at issue
there was an attempt to use “the form of an executive compensation proposal to sneak in its
otherwise excludable opinion regarding a matter of ordinary business (on=screen smokmg in the
Company’s movigs).” 'Walt Disney Co., Oct. 15, 2004 no-action reqmt, at 6. Similarly; thé
shareholder proposal i in Domiinion Resources also related to the galé of the company’s products,
and as thie Staff’ noted, “[pJroposals concerning the sale of parucuiar products and services are
generally exchudable under rule 14a-8(i)(7).”. Nothing in the Propogal is remotely similar to
those af issue in Walt Disney or Dominion Resources, and does not call for any specific changes

"In ﬂact. FLIR cites Dominion Resources Inc, (Feb 9 2011) a8 allowing the apluswn of a sharcholder proposal
“requesting a new program regarding renewable power gonoration” under 14a-8(i)(7). However, this no-action
‘determination .denied exclusion under. 14a-8(i)(7) of a- shareholder proposal requesting in its “RESOLVED”
paragraph for the company to “beopenaadhonwt with us about the enormous costs and nsks of new muclear
construction; invest in demand control and new renewable generation sources for the safest and quickest returns to
shareholders [...]; and. thereforo, ‘stop, 'wastmg ‘shareholder money by pursuing the imcreasingly costly and
unhecessary risky venture of a new nuclear unit'..”” . We belicve FLIR intended ‘to cite the February 3, 2011,
Dominion Resources no-actient detammauon, whxch is ;qually unhelpful to iits argument and have distussed it
accordmgly

4 s e e e .
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“in FLIR 'S busmws practxm and operanons The Proposal requesw only a report on the
-slgmﬁcant policy i issue of energy efficiency. As such it-is not excludable under 14a-8¢)(7).

- The Company s reliance on Perégrine Pharmaceuticals, Inc. (Jul 31, 2007), General

) EIectrzc Co. (Feb. 3, 2005) and Wal-Mart Stores, Inc. (Mar. 15, 1999) is also una.vaahng. Bach

_ of these matters requested a change in-the subJect . company’s policies or practices in a way that

. involved: thé respective companies’ business.? - The Proposal here does no such thmg It merely
' seeks a rcport on the sxgmﬁcant pohcy issue of enetgy efﬁcxancy .

Fmally, the Company secks to exclude t'ﬁe Proposal on the basxs that it seeks an mtm'nal

risk assessmént relating only to ordinary business. As the Staff noted in SLB 14E, exclusion-

under 14a-8(i)(7) may be - penmtted where a.shareholder proposal seeks an’ internal risk
assessment - relating to the -company’s ordinary business. Here, however, FLIR’s “ordinary
. business,” &s- set forth in 1ts most recent 10-K, is the design, manufacture and matketing of

thermal .imaging- systems _"The Proposal has nothing to do-with the Company’s’ ordinary -

- business; #nd makes no requwt for an internal risk assessment related to the Company’s ordinary
business. Here, the Proposal asks only for a report on'the Company s emergy use management-
and is thercfore not excludable under 14a-8(1)(7)

In this regard Fl’.,IR’s rehance on Amazon.c'om, Inc. (Mar 21 2011) is mlsplaced In
Amazon,com, the shareholder proposal requestéd annual reports from the company spemﬁcaﬂy
on “risks created by the actions Amazon .comn takes to avoid or minirnize U.S, federal, state, and
Tocal taxes.” As the Staff noted‘in allowmg exclusion under 14a-8(1)(7), the proposal “relates té
decisions ¢oncerning the company’s tax expenses and sources of financing.” .More specifically,
the company explained-how the shareholder proposal related to such ordinary business matters as
compliance with laws,.sources 6f financing, pncmg decisions, and locauon of facilities. Jd.,
January 31, 2011 no—actnon requmt at 4-8.

CONCLUSION '

‘For the forgomg reasons, CalSTRS respectfully requests that the Staff decline to ooncur
in FLIR’s view- thht it may exclude the Proposal under Rule 14a—8(i)(7)

3 Peregrine Pharmaceuticals, Inc. (Jul. 3T, 2007) (allowing exclusion of & shgrehalder proposal under”14a-8(i)(7)
calling for the creation-of a Sharcholder Value Committee to examine topics inchuding (i) expediting and funding
elinical trials of drug candidatps, (if) the sale; partnership or licensing of existing ‘drug compounds, and (jii) re-
composmon of the company’s executive management), General Electric Co. (Feb. 3, 2005) (allowing exclusion of a
shareholder proposal under.14a-8(i)(7) requesting a report on offshore job relocation), and Wal-Mart Stores, Inc.
(Mar. 15, 1999) (allowing exclugion of g shareholder proposal. under 14a-8()(7) requesting g report on the
company’s actious to ensure that it did not purchase-from’ supphersusmg force labor, convict Iabor, clnld labor,
failed to comply thh laws promchng employees’ nghrs)

3 SeoFLIR Systems, Inc,, 10K for ﬁsca.l year ended ufsuzou P. 1 (ﬁ.led 2!29/2012)
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.. Please do riof hesitate to contact the undersigned at 302-622-7065 should you have any.
questions concerning this matter o should you require any additional information.

* + *Michadl JBarry .

o TylerF.Mark, Esquire
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Michael J. Barry
Director
Tel 3026227065 January 7, 2013
mbarry@gelaw.com
" 'BY ELECTRONIC MAIL, ~
Securities Exchange Commission
Division.of Corporation Finance
Office of the Chief Counsel
100 F Street, N.E.
Washington, D.C. 20549
Re: FLIR Systems, Inc. — Shareholder Proposal No-Action Request

Ladies and Gentlemen:

We are in receipt of the no-action request submitted by FLIR Systems, Inc. (the
“Company”) on December 20, 2012, in response to the shareholder proposal submitted by our
client, the California State Teachers’ Retirement System. We intend to file a response to the
Company’s no-action request no later than Friday, January 18, 2013.

“Thank you for your attention to this matter.

Sincerely,

Michael J/Barry

cc:  Tyler F. Mark, Esquire (by electronic mail
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FLIR Systems, Inc

27700 SW Parkway Ave

wisonwdte, R 87070 December 20, 2012

usa

1 503.488.3547

1 800,222,373 Via Electronic Mail

1 503,496,3904 tax

weww flir.com U.S. Securities and Exchange Commission
Division of Corporation Finance
Office of Chief Counsel
100 F Street N.E.
Washington, DC 20549

This letter is submitted by FLIR Systems, Inc., an Oregon corporation (“FLIR”
or the “Company™), pursuant to Rule 14a-8(j) of the Securities Exchange Act of 1934,
as amended (the “Exchange Act”), to notify the Securities and Exchange Commission
{the “Commission™) of FLIR's intention to exclude from its proxy materials for its 2013
Annual Meeting of Sharcholders (the “2013 Annual Meeting” and such materials, the
“2013 Proxy Materials”) a shareholder proposal (the “Proposal”) submitted by the
California State Teachers’ Retirement System (the “Proponent”) on November 15,
2012. The Company intends to omit the Proposel from its 2013 Proxy Materials
pursuant to Rule 14a-8(i)(7) of the Exchange Act and respectfully requests confirmation
that the Staff of the Division of Corporation Finance (the “Staff””) will not recommend
to the Commission that enforcement action be taken if FLIR excludes the Proposal from
its 2013 Proxy Materials for the reasons detailed below.

FLIR intends to file its definitive proxy materials for the 2013 Annual Meeting
on or about March 15 2013, In accordance with Stqﬂ"LegaI Bulletin 14D (“SLB
14D"), this letter and its exhibits are being submitted via e-mail. A copy of this letter
and its exhibits will also be sent to the Proponent. Pursuant to Rule 14a-8(k) and SLB
14D, the Company requests that the Proponent copy the undersigned on any
correspondence that it elects to submit to the Staff in response to this letter.

The Proposal
The Proposal includes the following language:



“RESOLVED, Shareholders request that the Board of Directors issue a
report describing the company’s short- and long-term strategies on
energy use management. The requested report should include a
company-wide review of the policies, practices, and metrics related to
FLIR System’s energy management strategy. The report should be
prepared at reasonable cost, omitting proprietary information, and made
available to shareholders by December 31, 2013.”

A copy of the Proposal, including its supporting statement, is attached to this
letter as Exhibit A. A copy of all correspondence between the Company and the
Proponent is attached as Exhibit B.

Analysis

The Proposal May Be Excluded Pursuant to Rule 14a-8(i)(7) Because it Deals With
Matters Relating to the Company’s Ordinary Business Operations.

Pursuant to Rule 14e-8(i)(7), FLIR may exclude the Proposal from the 2013
Proxy Materials because the Proposal deals with matters that relate to the ordinary
business operations of the Company. Rule 14a-8(i)(7) allows the exclusion of a
shareholder proposal that relates to a company’s "ordinary business operations,” an
exclusion that is “rooted in the corporate law concept providing management with
flexibility in directing certain core matters involving the company's business and
operations.” Exchange Act Release No. 4001 8 (May 21, 1998) Ordinary business
shareholders to decide how to solve such problems at an annual shareholders meeting.”
Id. One of the main considerations underlying the application of the ordinary business
exclusion is whether the actions sought in the proposal are so fundamental to
management's ability to run a company on a day-to-day basxs that they could not, as a
practical matter, be subject to direct shareholder oversight.! Jd. A proposal that
requests a report or additional disclosure does not change the nature of the analysis.
The Staff will still permit exclusion of such 2 proposal under Rule 14a-8(i)(7) if the
underlying substance of the report or disclosure deals with matters of ordinaty business.

See Exchange Act Release No. 20091 (August 16, 1983) (indicating that exclusion is

warranted where the substance of the requested report involves ordinary business);
Johnson Controls, Inc, (October 26, 1999) (allowing exclusion where “the subject
matter of the additional disclosure sought in a particular proposal involves a matter of
ordinary business”).

As explained in further detail below, the Proposal focuses on excludable
ordinary business operations. To the extent the Proponent’s request involves any
significant policy issues, it does so in a way that impermissibly impinges on the

' The other consideration lnghhghtad by the Commission is the degree to which the proposal seeks to
"micro-manage” the company by probmg 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.



discretion of the Company’s management and board of directors by focusing more on
aspects of ordinary business than any significant policy issue and by seeking an internal
assessment of risks related to ordinary business matters. Consequently, Staff precedent
provides that the entire Proposal may be omitted.

1. The Proposal May be Excluded Because it Deals Strictly
with Ordinary Business Operations.

The Proposal asks for a report describing the company’s short- and long-term
strategies on energy use management. It is not entirely clear what this would entail, but
presumably such a report would include a review of the sources from which the
Company obtains its energy, how energy is used in various production processes, and
the management of energy costs at individual facilities on a day-to-day basis. The
Company recognizes, of course, that a proposal that deals with ordinary business
operations may tievertheless be ineligible for exclusion pursuant to Rule 14a-8(i)(7) if it
focuses on a significant policy concern. The Proposal, however, does not relate in any
express way to such a policy concern. The Proposal’s own language makes clear that it
is focused on the operational decision making of the Company in relation to its financial
health. The Company’s day-to-day management of its financial affairs and other
similar matters are clearly “ordinary business,” and as such, Exchange Act Release No.
40018 indicates that exclusion is warranted.

Particularly instructive is the Staff’s concurrence in the exclusion of the
proposal at issue in TXU Corp. (April 2, 2007). There, the proponent asked TXU Corp.
to issue a report regarding the company’s then-current “energy efficiency [practices)
with respect to TXU’s existing and proposed power plants” and the potential for
“improvements in energy efficiency” to “increase revenue.” The proposal in ZXU
Corp. did not request that the company change its policies with respect to energy
efficiency, nor did it focus on environmental protection, nor did it claim that the report
or any underlying action implicated by the report would address a significant policy
concern. The Staff agreed that the proposal did not address any significant policy
concern but rather addressed matters of ordinary business: “There appears to be some
basis for your view that TXU may exclude the proposal under Rule 14a-8(i)(7), as
relating to TXU’s ordinery business operations. Accordingly, we will not recommend
enforcement action to the Commission,...” /d.

This Proposal is strikingly similar to the one at issue in 7XU Corp. Its
resolution statement makes no mention of environmental protection, reduction of
greenhouse gases or global warming. It simply requests that FLIR report on its “short-
and long-term strategies on energy use management,” including its day-to-day practices
and metrics. The Proposal’s supporting statement similarly does not mention, let alone
focus on, environmental protection or global warming. The supporting statement does,
however, address the following issues related to the day-to-day financial management
of the Company:



¢ “Investments in energy efficiency” as an “attractive way to manage
rising energy costs”;

o “Investments in energy efficiency” being “quite profitable and low risk”;
The potential for investments in energy efficiency” to provide “an
average internal rate of return of 17%” and “produce over five times
their cost” in annual savings;

s A discussion of the Company’s “growth strategy” being “predicated on
cost efficiency”;

* Statements about the average “total operating costs” associated with
“energy expenses”; and

» Ways the Company could employ a “management strategy” to “yield a
high retum on investment.”

All told, the Proposal and its supporting materials expressly mention the management
role in ovaseeing investments, costs, retums, savings on operations and expenses,
corparate earnings and financial growth more than twenty times. The Proposal makes a
single vague reference to the potential link between “environmental considerations such
as energy efficiency and value creation” but otherwise expressly mentions
environmental preservation, global warming, greenhouse gases, and pollution a total of
zero times. By way of contrast, less than a year after the Staff concurred in the
exclusion of the proposal in ZXU Corp., it refused to concur in the exclusion of a
proposal submitted to another company, where the proposal requested a report “on the
company’s plans fo address climate change” and where the proposal and its supporting
materials primarily focused on the social policy concerns surrounding environmental
preservation, climate change, and the relationship between human activity and rising
global temperatures. See Ultra Petroleum Corp, (March 5, 2008) (emphasis added).

Like the proposal in ZXU Corp., this Proposal does not request that the
Company change its policies with respect to energy efficiency, nor does it focus on
environmental protection, nor does it claim that the report or any underlying action
implicated by the report would address a significant policy concern. In TXU Corp. the
proponent had a plausible claim that the proposal could only be understood in the
context of climate change and environmental preservation because the underlying
business concern dealt with existing and proposed power plants, which tend to be large
producers of greenhouse gases and other pollutants. Yet the Staff nevertheless agreed
that the proposal fundamentally related to the company’s ordinary business operations
and was thus excludable. Here, the Proponent’s claim is weaker still. Whatever policy
concerns may be contained in the Proposal are not related to the very nature of FLIR’s
business or the core industry in which the Company operates. Rather, the concerns
center on the day-to-day management of energy use at the Company’s facilities, which
could not be more fundamental to the ordinary business of the Company. Exclusion
pursuant to Rule 14a-8(i)(7) is therefore warranted.

2. The Proposal May be Excluded Because it Focuses on Both Important
Policy Concerns and Matters of Ordinary Business.



Despite implications for a company’s ordinary business operations, a proposal
that focuses on a significant policy concern may be ineligible for exclusion pursuant to
Rule 143-8(i)(7). See Wait Disney Company (December 15, 2004) (concurring in the
exclusion of a proposal because “although the proposal mentions executive
compensation fa significant policy issue], the thrust and focus of the proposal is on the
ordinary business matter of the nature, presentation and content of programming and
film production”). While the Staff has found that energy efficiency in certain contexts
can rise to the level of a significant policy issue, the mere fact that a proposal touches
upon or is crafted in the context of a significant policy issue does not mean the proposal
is therefore non-excludable. Rather, the Staff looks to the underlying substance of the
proposal, and if it does not focus on a significant policy issue or if it focuses on ordinary
business operations in addition to a significant policy issue, Staff precedent indicates
that the proposal is excludable. See Dominion Resources, Inc. (February 9, 2011)
(concurring that a proposal requesting a new program regarding renewable power
generation was excludable under Rule 14a-8(i)(7) even though it touched on the
significant policy issue of environmental protection because the underlying action
requested implicated the products and services offered by the company, a matter of
ordinary business).

We think it is ¢lear based on the above analysis that no part of the Proposal can
be characterized as focusing on a significant policy issue. But even if the Staff
disagrees, it is certainly the case that the Proposal also focuses on ordinary business
matters that, absent any concerns about policy considerations, would warrant exclusion.
‘When a proposal “appears to relate to both extraordinary transactions and non-
extraordinary transactions, ..:[the Staff] will not recommend enforcement action to the
Commission if [2 company] omits-the proposal from its proxy materials.”" See, e.g.,
Peregrine Pharmaceuticals Inc. (July 31, 2007); General Electric Company (Feb. 3,
2005) (concurring that an entire proposal could be excluded under Rule 14a-8(G)(7)
because it contained elements that addressed the basic management of the company’s
workforce, even though part of the proposal related to the important policy concemn of
outsourcing jobs); Wal-Mart Stores, Inc. (Mar 15, 1999) {concumng that a proposal
was excludable where it requested a report regarding suppliers using unfair labor
practices but also requested that the report address ordinary business matters).

It is not expressly stated in the language of the Proposal itself, but arguably the
Proposal’s reference to “environmental considerations” is meant to invoke the
significant policy issues of environmental protection and climate change. Even if that is
the case, this Proposal is no different from those in Peregrine Pharmaceuticals, General
Electric or Wal-Mart. Although the Proposal may invoke a significant policy concern,
what is truly at issue are matters that are of “ordinary business.” As discussed above, -
the overwhelming focus of the resolution and supporting materials is on the day-to-day
operational and financial management of the Company The central action sought by
the Proposal is a re-evaluation of how FLIR invests in energy technology relating to the
day-to-day operation of its facilities, how it implements its growth strategy, and how it
weighs risk and reward with respect to its investments. All are matters of ordinary
business operations. The Staff has consistently affirmed that such proposals focusing



on both significant policy concerns and matters of ordinary business 'my be excluded.
For those reasons, the Company believes that Rule 14a-8(i)(7) provides another basis
that the Proposal may be excluded from its 2013 Proxy Materials.

3. The Proposal May be Excluded Because it Seeks a Risk Assessment that Relates
Fundamentally to Ordinary Business Operations.

Using a similar type of analysis by looking to a proposal’s underlying substance,
the Staff will also permit exclusion of a proposal pursuant to Rule 14a-8(i)(7) if its
underlying subject matter focuses on an internal risk assessment relating to ordinary
business. As indicated in Staff Legal Bulletin No. 14E, in evaluating shareholder
proposals that focus on a risk assessment, “Rather than focusing on whether a proposal
and supporting statement relate to the company engaging in an evaluation of risk, we
will instead focus on the subject matter to which the risk pertains or that gives rise to
the risk.... [W]e will consider whether the underlying subject matter of the risk
evaluation involves a matter of ordinary business to the company.” The Staff has
continued to concur in the exclusion of proposals seeking risk assessments when the
subject matter concerns matters of ordinary business operations. See, e.g., Amazon.com,
Inc. March 21, 2011) (concurring in the exclusion of a proposal requesting that the
company assess the risks posed by the actions the company takes to minimize or avoid
tax liability as relating to ordinary business operations). Here, the Proposal similarly
seeks a risk assessment arising from underlying matters that include day-to-day
operational problems normally confined to the purview of the board and management.

‘While the Proposal does not expressly request an evaluation of risks, it focuses
squarely on the potential costs and benefits related to the Company’s energy use
management. The Proposal also suggests that a more “effective energy management
strategy” can be important for “proactively responding to reputational risk.” Implicit in
this framing is an internal assessment of related risks. FLIR cannot conduct a
“company-wide review of the policies, practices, and metrics related to [its] energy
management strategy” without conducting an internal risk assessment related to such
policies, practices, and metrics. As in.4mazon, the Proposal suggests that questions
exist regarding the possxbie economic consequences of how the Company manages its
day-to-day operations, in this case the energy use at its facilities. It then further
suggests that if the Company were to conducted the requested internal review, it would
find that there are fewer economic risks and greater potential financial rewards found in
adopting another approach. As a result, the cumulative effect is that the Proposal
focuses, at least in part, around a re-evaluation of the risks involved in how the
Company manages day-to-day utility costs. The Proposal is therefore excludable
because it would effectively require the Company to engage in an internal assessment of
financial risks related to its ordinary business operations.

Conclusion

Based on the foregoing, I respectfully request your concurrence that the
Proposal may be excluded from FLIR s 2013 Proxy Materials. If you have any



questions regarding this request or desire additional information, please contact me at
(503) 498-3318.

Very truly yours,

William W. Davis
Senior Vice President,
General Counsel, and Secretary

Attachments

cc:  Anne Sheehan, Director, Corporate Governance, California State Teachers’
Retirement System
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FLIR SYSTEMS, INC. ENERGY EFFICIENCY RESOLUTION
WHEREAS:

investments in energy efficiency are an attractive way to manage rising energy costs, can enhance a company’s role as a
corporate citizen, and are usually quite profitable and low-risk. A 2008 McKinsey report (How the World Should Invest in
Energy Efficiency) estimated that $170 billion could be invested in energy efficiency with an average internal rate of return
of 17%. The report estimated that by 2020, these energy efficiency investments could produce over five times their cost in
annual energy savings.

Companies are increasingly committing to energy efficiency initiatives. According to the Center for Climate & Energy
Solutions: Johnson & Johnson achieved an internal rate of return 19% from recent energy efficiency investments; Alcoa’s
Energy Efficiency Network has captured sustainable annual savings exceeding $20 million; between 1990 and 2006, iBM's
energy conservation measures saved $280 million; and between 1990 and 2008, DuPont estimates that its energy
efficiency initiatives saved the company about $4 billion.

Evidence linking environmental considerations such as energy efficiency and value creation is increasingly being seen. An
October, 2010 report from Thomson Reuters (ESG and Earnings Performance) concluded that, “U.S. companies with
stronger ESG {environmental, social and governance] scores consistently beat earnings estimates more frequently than
those with lower scores.” And according to an October 4, 2011 report from Goldman Sachs (Why ESG Matters), “Firms with
leading ESG scores tend to generate higher and more durable returns on capital than sector peers.”

According to FLIR System’s 2011 Form 10-K, the Company acknowledges that part of its growth strategy is predicated on
cost efficiency. On page 5 of this report, the Company states that their “ability to continue penetrating and expanding on our
leading market position...is predicated on our success at reducing internal costs to manufacture systems.” On page 36 of
this report, total operating expenses were Identified as approximately $515 million. According to Honeywell's Energy
Management Solutions, energy expenses can account for more than 25 percent of a company’s total operating costs. For
FLIR Systems, 25 percent of its 2011 operating costs is approximately $130 million.

FLIR Systems has not provided adequate disclosure in public filings, on its website, or through a report, that discusses the
Company’s energy management strategy. An effective energy management strategy can yield a high retum on investment
while proactively responding to reputational risk.

RESOLVED

Shareholiders request that the Board of Directors issue a report describing the company’s short- and long-term strategies on
energy use management. The requested report should include a company-wide review of the policies, practices, and
metrics related to FLIR System’s energy management strategy. The report should be prepared at reasonable cost, omitting
proprietary information, and made available to shareholders by December 31, 2013
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CALSIRS

HOW WILL YOU SPEND YOUR FUTURE?
Califomia State Teachers”
Retirement System
Investment
100 Waterfront Place, MS-4
West Sacramaento, CA 55605-2807
916.414,7410

November 15, 2012

FLIR Systems, Inc.

Attention: Corporate Secretary
27700 SW Parkway Avenue
Wilsonville, Oregon 97070

Dear Sir or Madame:

Enclosed, please find the CalSTRS shareholder proposal regarding preparing an energy use
strategy report at FLIR Systems, Inc., our supporting statement, and our ownership verification
letter from our custodian, State Street Bank and Trust Company (participant number 0997)
through the depository, DTC, through DTC’s nominee name of Cede & Co. We are submitting
this proposal to you for inclusion in the next proxy statement pursuant to Rule 14a-8 under the
Securities exchange Act of 1934.

CalSTRS is the beneficial owner of more than $2,000 in market value of the company’s stock
and has bheld such stock continuously for over one year from the date of this submission.
Furthermore, CalSTRS intends to continue to hold the company’s stock through the date of the
2013 annual meeting.

Please feel free to contact Brian Rice at (916) 414-7413 to discuss the contents of the proposal.

Cahforma State Teachers Retirement System

Enclosures

cc: Earl Ray Lewis, Chairman, President & Chief Executive Officer

Our Mission: Securing the Financial Future and Sustaining the Trust of Califormin’s Educators



STATE STREET

For Everything You Invest inw

November 15, 2012

Anne Sheehan

Corporate Affairs Advisor

State Teachers' Retirement System
100 Waterfront Place

West Sacramento, CA 95605

RE: State Teachers' Retirement System
Dear Anne:

Please accept our confirmation that as of November 14, 2012, the California State
Teachers’ Retirement System continuously held at least $2000 of common stock of FLIR
SYSTEMS INC. (Ticker FLIR) for at least one year, which shares are held of record by
State Street Bank and Trust Company (participant number 0997) through the depository,
DTC, through DTC’s nominee name of Cede & Co.

As of November 14, 2012, CalSTRS holds 387,770 shares.

Sincerely,

el s

Ronald Leu
Operations Officer

Limited Access



