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New Orchard Road
Armonk, New York 10504

Re:  International Business Machines Corporation
Incoming letter dated November 19, 2001

Dear Mr. Moskowitz:

This is in response to your letter of November 19, 2001 concerning a shareholder
proposal submitted to IBM by Patrick F. Napolitano. Noting that the proposal appears to
be similar to the same proponent's proposal in International Business Machines Corp.,
December 29, 1994, we believe that the forward-looking relief that we provided in that
earlier response is sufficient to address his recent proposal. Accordingly, we believe that a
specific no-action response is unnecessary. ’

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division's informal procedures regarding shareholder
proposals.

PH@@ESS 5 Sincerely,

JAN 29 2002 Gl T e
g]ﬁﬂp& E@N Martin P. Dunn
WANCiaL Associate Director (Legal)

Enclosures
cc: Patrick F. Napolitano

622 S.E. Degan Drive
Port St. Lucie. FI. 34983
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Division of Corporation Finance o SV

450 Fifth Street, N.W. W
Judiciary Plaza
Washington, D.C. 20549

Subject: Shareholder Proposal of Patrick F. Napzbli
Ladies and Gentlemen:

Pursuant to Rule 14a-8(j) under the Securities Exchange Act of 1934, | am
enclosing six (6) copies of a submission dated November 5, 2001 (the
"Proposal") from Mr. Patrick F. Napolitano (hereinafter the "Proponent’), a
former employee of International Business Machines Corporation (the
"Company" or "IBM") (See Exhibit A). IBM believes the Proposal, described by
the Proponent as a "PRO PATRIA AMERICA! FOREVER" Proposal, may be
properly omitted from the proxy materials for IBM's 2002 annual meeting of
shareholders (the "2002 Annual Meeting") on the grounds discussed below.

To the extent that the reasons for omission stated in this letter are based on
matters of law, these reasons are the opinion of the undersigned as an attorney
licensed and admitted to practice in the State of New York.

.  THE COMPANY REQUESTS CABOT' RELIEF WITH
RESPECT TO THE INSTANT PROPOSAL, AS IT IS OF THE
SAME NATURE AS PROPOSALS PREVIOUSLY SUBMITTED
BY THE PROPONENT FOR WHICH CABOT RELIEF WAS
EXPLICITLY PROVIDED FOR IN CONNECTION WITH
PROPONENT’S 1994 SUBMISSION AND WHICH RELIEF
WAS SUBSEQUENTLY GRANTED TO THE COMPANY BY
THE COMMISSION IN CONNECTION WITH THE
PROPONENT’S 1997 AND 2000 SUBMISSIONS.

in 1994, in connection with the Proponent’'s submission for consideration in
connection with our 1995 proxy statement, the staff concurred in the Company’s
request to omit the entire submission under former Rule 14a-8(2(4) as relating
to the Proponent’s long-standing personal grievance against the Company. See
International Business Machines Corporation (December 29, 1994). See Exhibit

!Cabot Corporation (November 4,1994). IBM was first afforded the ability to receive Cabot
treatment for future proposals from this Proponent in the staff's letter to the Company in
connection with the 1995 proxy statement. See IBM (December 29, 1994). Further, utilizing the
1994 letter, the staff later provided Cabot relief in connection with the Proponent’'s 1987 and 2000
submissions to IBM. See IBM (January 6, 1998) and IBM (January 10, 2001) (copies of the
three earlier letters from the staff to IBM are attached hereto as Exhibits B ,C and D respectively).
The Company again requests Cabot relief under the December 29, 1994 letter herein.
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B. More importantly, however, following a careful review of the Proponent’s
history in this arena, which was evidenced by his long-standing and repeated
abuse of the shareholder proposal process with IBM going as far back as 1979,2
the Commission also granted the Company's specific request for future relief as
it would apply to similar submissions from this particular stockholder. Such relief,
known colloquially as Cabot-type relief, provided specifically that:

This response shall also apply to any future submissions to the
Company of a same or similar proposal by the same proponent. The
Company’s statement under rule 14a-8(d) shall be deemed by the
staff to satisfy the Company’s future obligations under 14a-8(d) with
respect to the same or similar proposals submitted by the same
proponent.

International Business Machines Corporation (December 29, 1994). A copy of

thhe (fommission’s 1994 no-action letter to the Company is set forth as Exhibit B
ereto.

In 1997, when the Proponent again lodged a similar proposal in connection with
our 1998 proxy statement, the Company submitted another no-action letter
request to exclude the submission. Following a review of the Proposal, the staff
specifically informed the Company that the proposal could be omitted, inasmuch
as it fell within the “forward looking” provisions of the staff's 1994 letter to IBM.
In particular, the staff wrote:

Noting that the proposal appears to be similar to the same
proponent’'s proposal in International Business Machines Corp.,
December 29, 1994, we believe that the forward-looking relief that we
provided in that earlier response is sufficient to address his recent
proposal. Accordingly we believe that a specific no-action response
is unnecessary. :

See staff letter to IBM (January 6, 1998), attached as Exhibit C hereto.

Last year, the Proponent resurfaced with another stockholder proposal. By letter
December 6, 2000, the Company requested Cabot relief. The staff granted such
relief by letter dated January 10, 2001, providing IBM with the same response as
1998. See staff letter to IBM (January 10, 2001) attached as Exhibit D hereto.

? The Staff's no-action letter files for this Proponent should include the following letters to the
Company. Numerous other letters were submitted by Mr. Napolitano both to the staff as well as
the Company related to his personal issues with the Company. International Business Machines
Corporation (January 12, 1979); International Business Machines Corporation (February 5, 1980);
International Business Machines Corporation (February 26, 1987), International Business
Machines Carporation (November 30, 1987); International Business Machines Corporation
(January 25, 1988); International Business Machines Corporation (February 12, 1980);
International Business Machines Corporation (January 14, 1991); International Business
Machines Corporation (February 13, 1992); International Business Machines Corporation
(December 15, 1992); International Business Machines Corporation (December 14, 1993),
International Business Machines Corporation (December 29, 1994); International Business
Machines Corporation (January 6, 1998) and International Business Machines Corporation
(January 10, 2001). ‘
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The Proponent has again resurfaced this proxy season, and has now lodged the
instant Proposal, now set forth in Exhibit A. The Proposal, to the extent it can
be understood at all, represents another vitriolic attack on the Company,
covering much of the same ground as his earlier submissions. In fact, the
Proponent continues to seek retribution against IBM management for actions
taken against him almost two generations ago. Consistent with the position of
the staff to the Company in connection with the Proponent’s 1994, 1997 and
2000 submissions, under which the staff afforded “forward-looking” relief under
Cabot, the Company again requests such relief for the instant Proposal. See
Unocal Corporation (March 30, 2000)(recent grant of Cabot-type relief).

In this connection, the Company views the instant submission as no more than
another opportunity by the Proponent to abuse the shareholder proposal
process. The Proposal, despite its generally unintelligible nature, seeks
retribution on the Company for alleged illegal / immoral activities committed
against the country as well as the Proponent. For example, the current Proposal
is entitled "STOCKHOLDER'S PRO PATRIA-FIGHTING BACK FOR AMERICA!
FOREVER". (See Exhibit A) Similarly, the 1994 "PRO PATRIA AMERICA!"
proposal starts out the WHEREAS section by stating "AMERICA'S "SURVIVAL
IS THE FIRST PRIORITY" (See Exhibit E for the full text of the 1994 proposal
from Mr. Napolitano).

There are many other similarities between the instant submission and the 1994
Proposal. The 1994 Proposal sought to censure the Company, its executives
and directors for a variety of alleged misdeeds. That Proposal cited a variety of
then current items the Proponent twisted to suit his needs. For example, on the
second page of the 1994 Proposal, in the course of spewing forth a variety of
invective about IBM, the Proponent wrote:

ANNUAL R&D $6 BILLION, CORPORATE, IGNOMINIOUSLY FAILING
CONTRACTS/"BELIEFS," AMERICA!, EXPLOITING PUBLIC SUBSIDY,
INSTIGATED CRUTCH CONSORTIA -- ALLIANCES DOMESTIC; THWART
"ENEMY"; PERFIDIOUSLY DECLARING CRASHED "IBM US BASED"
COMPANY, "GLOBAL", "THE COMPANY'S SURVIVAL IS THE FIRST
PRIORITY,"” "NATIONALISTIC FACTORS ARE SECONDARY PRIORITY,
INSTIGATED FOREIGN CONSORTIA, EMBRACED "ENEMY"...| (sic)

CORPORATE  PHILOSOPHY- PRACTICES REMAINED  FLAWED,
PRECEDENTIAL DETRIMENTAL TO AMERICA!--"CONSORTIUM
BACKTRACKS ALL AMERICAN PLEDGE" EMBRACES ENEMY...(sic)

(1994 Proposal; Exhibit E) (emphasis added)

-Similar themes are found in the current Proposal. The instant submission,
professing a similar nationalistic / patriotic theme?®, specifically sets forth, in the

*The Proponent appears to have copied President George W. Bush on the instant Proposal. (See
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first "WHEREAS" paragraph, a variety of the same false accusations regarding
IBM's adherence to / compliance with governmental regulations, IBM's tax
position, and overall allegiance to America. It states:

HISTORICALLY "IBM FLUMMOXED GOVERNMENT". "IBM WORE DOWN
JUSTICE (PER IBM TO BEAT AMERICA! V. IBM UNLAWFUL PREDATORY
BUSINESS PRACTICES PER D.O.J.) DEFORCING CONSTITUTIONAL
GOVERNMENT EMPOWERING IBM AS "THE POWERS THAT (OWN
THRONE) BE EXERCISING WRONGFUL, INJURIOUS, UNLAWFUL POWER,
IBM FORTE (NO CONTROLLING LEGAL AUTHORITY) TO EMPOISON
DEMOCRACY, TO PROFITEER - FREEBOOT AMERICA! IN WAR AND
PEACE, AT DEMISING EXPENSE TO, AND SUBJUGATION OF AMERICA! -
HUMANITY, e.g., MOST RECENT OF EXTORTIONARY ENRICHMENTS
(AMONG MANY) FINAGLED BY IBM DEFORCING TAXPAYERS OF $1.4
BILLIONS, ENTITLES TAXPAYERS TO VESTED RIGHTS, LEGAL STATUS
OF IBM STOCK/STAKEHOLDERS TO DEMAND IBM "PUBLIC" OFFICIALS'
ACCOUNTABILITY AND ALLEGIANCE.

IBM  WITH PARASITIC, PERFIDIOUS ENMITY, EMPHATICALLY,
UNEQUIVOCALLY DECLARED "IBM (MERELY) U.S. BASED,” "IBM AN
INTERNATIONAL GLOBAL COMPANY" (ALIEN, NOT AMERICAN) "IBM
COMPANY'S SURVIVAL IS THE FIRST PRIORITY" AND "AMERICA!S
NATIONALISTIC SURVIVAL FACTORS ARE SECONDARY PRIORITY,” IBM
NOT WITH U.S., ERGO IBM AGAINST U.S! GOVERNMENT REMISS (AP)
PROVES IBM'S DISDAIN FOR, IS SUPERIOR TO, AMERICA!, AN IBM
COWARDLY ATROCIOUS ABJURATION OF ALLEGIANCE TO AMERICA!
(sic)

(See Exhibit A, paragraph 1)(emphasis added)

Were this not enough, last year's stockholder proposal contained a very similar
missive against IBM, including similar false accusations regarding IBM's legal
compliance activities as well as its tax position. Under the first paragraph of last
year's submission, under "REASON", the Proponent similarly stated:

"SAVING BIG BLUE" AT DIRE EXPENSE TO AMERICA! IS PERFIDIOUSLY
VENAL, INIQUITOUSNESS, ANTITHETICAL TO LAW AND ORDER.

MEDIA ARTICLES REPORTING CERTAIN CULPABLE IBM MANAGEMENT
BUSINESS MALPRACTICE SUBJECTS IBM VERACITY & CHARACTER IN
DISREPUTE - UNDER THE CLOUD OF UNLAWFUL MISPRISION,

(Footnote Continued)

Cover letter to Exhibit A). A variety of other high ranking government executives have been
copied on similar correspondences going back many years.
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ORGANIZED BARRATRY/BRIBERY; ALLEGATIONS OF UNLAWFUL TAX
EVASION - MEDIA - "IBM DIDN'T COMMENT ON THE REPORT ACCUSING
IT OF ILLEGALLY TRYING TO LOWER ITS TAX BILL" - THAT APPEARS TO
UNDERMINE THE EXECUTIVES' CONSTITUTIONAL AUTHORITY TO
CONDUCT FOREIGN POLICY, INTERNATIONAL TRADE PACTS WITH
ACCEPTED RULES TO ENSURE FAIR, LEGAL COMPETITION, WITHOUT
UNLAWFUL PREDATORY MISPRISION. (sic)

(2000 Submission; See EXHIBIT F) |

A comparison of all of these submissions shows a number of distinct similarities.
In each case, the Proponent takes a number of current issues, after reading the
paper (for example, looking at IBM's tax position, compliance with governmental
regulations or other issues), and then goes on to falsely accuea IBM of acting
illegally and immorally with respect to such matters. This goes on year after
year.

The current year's Proposal (EXHIBIT A) also provides, in the third paragraph::

IBM IN DELIBERATE DERELICTION OF IMPERATIVE FIDUCIARY DUTIES
TO AMERICA! - HUMANITY, RELENTLESSLY RUTHLESS REMORSELESS
VIOLATES "THE UNITED STATES HAS RATIFIED THE CONVENTION
AGAINST TORTURE WHICH DEFINES TORTURE AS ANY ACT BY WHICH
SEVERE PAIN OR SUFFERING, WHETHER PHYSICAL OR MENTAL, IS
INTENTIONALLY INFLICTED," AS INHERENT TO IBM'S PERPETUATED
PERSECUTION OF PRO PATRIA AMERICA! IN EXTREMIS.

N.B. AXIOMATIC, THE UTMOST DIABOLIC TERRORISM - TORMENT IS
THAT WHICH TEARS DOWN AMERICA!S INSTITUTIONS, E.G. FOUNDING
CHARTERS - AMERICA!S HEART AND SOUL - HUMANITY. THIS
IMPERATIVE PRO PATRIA - IN DEFENSE OF - AMERICA! FOREVER
(COESSENTIALLY ~ "AMERICA!  FIGHTS  BACK  CAMPAIGN)
PROPOSAL/PETITION FOR REDRESS OF GRIEVANCES, RESTITUTION
INTER ALIA, DUE AMERICA! - HUMANITY, AND SUCH PATRIOTIC DUTY BY
'WE THE PEOPLE...", STOCK/SHARE HOLDERS TO ENSURE ABSOLUTELY
AMERCA!S NATIONALISTIC SURVIVAL FACTORS ARE AND WILL REMAIN,
AD INFINITUM, SUPREME PRIORITY. (sic) (See Exhibit A) (emphasis added)

The 1994 Proposal, under REASON, provides, in pertinent part, under
"REASON" that:

[IBM] PERSISTS IN PERFIDIOUS OFFSHORING OF AMERICA'S! JOBS,
TECHNOLOGY, DOLLARS AS EVIDENCED BY, INTER ALIA, CORPORATES'
ESPOUSED MALIGNANT "SPECTRUM OF SACRIFICE", "UNBELIEVABLE
BURDEN," "CHINESE WATER TORTURE," FUNDING - TRAINING FOREIGN
ENTITIES AT DIRE COST TO AMERICA! (sic) (See EXHIBIT E, at page 1)
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Moreover, the current references in the Proposal to the "petition for redress of
gnevances" are merely reassertions of the same themes set forth in the 1994,
1997 and 2000 submissions wherein the Proponent also sought to punish the
Company both for deeds it allegedly committed against him; i.e., firing him
(allegedly without justification) in 1970, and then for failing to reinstate the
Proponent to active employment despite his protestations.

Given that the Proponent continues to dwell on the same themes as he did in his
1994, 1997 and 2000 submissions -- (the allegedly wrongful, illegal and/or
immoral acts of the Company) -- to which the staff initially offered and has twice
provided Cabot* relief, the Company is now hereby providing this statement
again to the staff and the Proponent, in a manner consistent with the directive of
the staff and current Rule 14a-8(j), in order to satisfy the Company’s obligations
with respect to the instant Proposal. The Company now respectfully requests
the concurrence of the staff that Cabot treatment--i.e., the "forward-looking relief"
that the staff provided to IBM earlier--will again apply to exclude the current
Proposal from our 2002 proxy statement.

. THE PROPOSAL MAY ALSO BE OMITTED UNDER RULE
14a-U(L)_i_4? A PERSONAL GRIEVANCE DESIGNED TO
N A BENEFIT TO THE PROPONENT WHICH IS NOT

SHARED WITH OTHER SHAREHOLDERS AT LARGE.

The Company firmly believes that Cabot relief, as formally requested in
Argument |, is again proper. In addition, however, Rule 14a-8(i)(4) clearly
permits omission of a proposal that relates to the redress of a personal claim or
grievance against the company, or if it is designed to result in a benefit to the
proponent or to further a personal interest, which benefit or interest is not shared
with other shareholders at large.

The Proponent’s instant submission is at least the Proponent’s twelfth (12th)
formal stockholder “PRO PATRIA AMERICA!” (sic) proposal submitted to the
Company, and the latest of dozens of other correspondences sent to the
Company and its Board members over the years emanating out of his
termination of employment from IBM in 1970. The instant Proposal is no more
than another twisted manifestation of his long-standing personal vendetta
against the Company for terminating his employment from the Company
thirty-one (31) years ago.

As noted above, the last time the Proponent submitted documentation requiring
the Commission's attention under Rule 14a-8 in 2000, we noted to the
Commission that the Proponent’'s submission consisted of a variety of
allegations lambasting the Company and its management. We will not repeat
these allegations verbatim. = Reference, however, is made to the Company's
no-action letter requests (including attachments) resulting in the staff's position
with respect to this Proponent's submissions: International Business Machines

“The Company’s 1997 and 2000 submissions, to which the Staff applied the forward-looking relief
under Cabot, describes the similarities between the 1997 and 1994 submissions by the instant
Proponent. Last year's submission showed similar comparisons between the 2000 submission,
the 1997 submission and the 1994 submission. Reference is hereby made to pages 2-8 of the
Company’s November 30, 1997 letter and pages 4-8 of the Company's December 6, 2000 letter to
the Staff on the details relating to this matter. The Proponent's 1997 nine page submission to the

Company is again attached hereto as Exhibit G.
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Corporation (December 29, 1994); International Business Machines Corporation

(January 6, 1998) and_International Business Machines Corporation (January 10,
2001). Should additional copies of the Company's letters to the Staff be required

by the Staff in connection with better understanding any of the matters raised in
this letter, such letters will be provided to the Staff upon request.

In addition, by way of further background, the Company's 1994 letter to the
Commission [International Business Machines Corporation (December 29,
1994)], seeking no-action relief under former Rule 14a-8(c)(4), also provided a -
great amount of detail on the history this particular Proponent has had with the
Company over the years; of the Proponent’'s deep-seated animosity toward the
Company and its officers and directors following his termination in 1970; for the
Company's refusal to reinstate him to active IBM employment; of the Proponent's
subsequent abuse of the shareholder proposal process as a means for getting
even with the Company, and for the Proponent's attempt to vent publicly his
personal grievances in other correspondence.

Moreover, there have been other letters from the Proponent to the SEC, some of
which the Proponent sent directly to the SEC without copying the undersigned.
Other than to reference the Company'’s earlier letters for the convenience of the
staff, the Company will not repeat all of their sorry details. However, it is evident
that the Proponent's animosity toward the Company has not abated, as
evidenced by his ongoing and continuous correspondence to the Company and
the annual repetitive submissions seeking retribution against the Company for
alleged wrongful activities.

This year's Proposal, just like those of years’ past, remains virtually unintelligible
on its face to the layman. However, to those familiar with the Proponent, it is
merely another attempt to punish IBM for the matters the Proponent raised in his
letters. Further comparisons of the proposals, as well as interim
correspondence, reveal that we continue to see the Proponent’s showing his
scorn for the Company for its unwillingness to adhere to his demands. The
Proponent continues to point to current events and attempts to assert that the
Company has not acted in a forthright manner. Further, and as can be seen
from his earlier correspondence in connection with the 1994, 1997 and 2000
letters, in fact, the Proponent's real claim is that IBM did not treat him in a
forthright manner; first he believes IBM should not have terminated his
employment, and second, that IBM management should have adhered to various
basic beliefs of the Company, and reinstated him. The Proponent has
manifested this theme in different ways. In the 1997 proposal, he wrote: “Board
& Officers’ failures--dereliction of duties, being utter conflict of interests,
flagrant discrimination, violations of policies, rules, regulations,
guidelines, prescriptive ‘beliefs’, contracts--virtual booty before duty”. (sic)

(See Exhibit G, page 3 of 9)
Similarly, the Proponent's 2000 submission stated:

“IBM persists in betraying IBM's alleged (false pretenses?)
‘Beliefs’--Legally binding prescriptive contracts to profit wrongful IBM at
the expense of IBM’'s employees and IBM's integrity, chronicling a pattern
of culpable IBM misprision as manifested in the Chair's unethical practiced
penchant for stifling free speech in pursuit of constitutional rights of
emplovees to due process for redress of arievances....” (See Exhibit F)
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And, finally, the Proponent's current submission provides, in part, that:

IRREFUTABLE, IBM AWRY, ENTRENCHED IN THE REFUGE OF
HYPOCRITICAL SUBTERFUGE, SURREPTITIOUSLY - ABUSING AGENCY
RULES AND REGULATIONS TO VITIATE U.S. CONSTITUTION--EVADES
CRUX OF LAWFULLY MANDATED PRO PATRIA AMERICA! PETITIONS,
AIDED AND ABETTED BY AGENCY - PETITIO PRINCIPII -- FALLACIOUSLY
ASSUMING IBM PREMISE FOR REJECTION WHICH IBM FAILS TO PROVE;
AGENCY "BEGS THE QUESTION,” WRONGFULLY RULES - NON
SEQUITOR - REJECTS PROPOSALS. (See Exhibit A)

To understand the full picture, much additional information can also be gleaned
from various other correspondence to the Company. In this past calendar year
(2001) alone, we received two additional letters from the Proponent (attached
hereto as Exhibit H). The Proponent's personal grievances, found in such
interim correspondences, have not abated. In last year's submission to the
SEC, the Company cited a letter dated April 8, 1999 from the Proponent. After
lambasting the Company's chairman and the board, in another reference to
himself and his personal situation, the Proponent noted that:

“We suffer 40 years + IBM criminally inflicted injury, fraud, deprivation
of our rights, persecution in extremis at the bloody hands of venal, evil
IBM for our adherence to principles “Beliefs,” dedication to imperative
duty in the service, defense of Americal” (See Exhibit | - penultimate
paragraph) v

This interim correspondence should be compared to the May 9, 2001 letter we
received from the Proponent complaining about his own personal situation on
how he was wrongfully fired from IBM and not reinstated. (See Exhibit H) For
example, the May 9, 2001 correspondence -- a six page submission with
attachments -- the Proponent stated, in the fifth paragraph of the first page:

ALAS, VIRULENTLY VENAL IBM, ab initic CONTINUUM, PERSISTS IN IBM'S
DELIBERATE, DIABOLICALLY OPPOSED TO MANIFEST TRUTH & REASON,
DERELICTION OF IBM'S IMPERATIVE FIDUCIARY DUTIES, ie., IBM
PERPETUATES THE ENORMOUS WICKEDNESS OF WATSON IBM'S
BRUTAL BREACH OF LEGALLY BINDING FEDERAL - IBM CONTRACTS, IBM
'BELIEFS' - CONTRACTS IBM WITH MY FAMILY & ME.

N.B. WIDELY KNOWN TO IBM LINE, EXECUTIVE, SENIOR MANAGEMENT
AS MATTERS OF FACT AND IBM'S OFFICIAL LEGALLY DOCUMENTED &
IBM AUTHORITATIVELY VALIDATED RECORDS IN THE CHAIRMEN,
BOARDS' POSSESSION AND KNOWLEDGE, MISCREANT IBM
MANAGEMENT CRIMINALLY BURNED MY BRAIN THEN BUSTED MY BUTT®
-- ON THE U.S.A.F. B-52 BOMBER & NASA MANNED FLIGHT (e.g. SATURN)
PROGRAMS - SERVICE CONNECTED DISABILITY - ROBBED US OF ALL

SSimilar language can be found in the cover letter to the Proponent's 1998 Proposal: "IBM
'BARRATROUS BLOODY BUGGERS CRIMINALLY BURNED MY BRAIN, MISCREANTLY
‘BUSTED OUR BUTT, HARASSED, THREATENED, "FIRED," ROB US OF OUR RIGHTS,
RESOURCE, RECOURSE, PERSECUTE US IN EXTREMIS BECAUSE WE PERSIST IN
ADHERENCE TO PRINCIPLES, ETHICS, CONTRACTS/"BELIEFS", PRO PATRIA AMERICA!
(See Exhibit G, page 2 of 9).
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OUR RIGHTS, RESOURCES RECOURSE TO CONSTITUTIONAL
"GUARANTEED, UNALIENABLE RIGHTS," RAVAGED OUR LIVES AND
WRONGFULLY FIRED US FOR OUR DUTIFUL PERSEVERANCE TO
PRINCIPLES, ETHICS RULE OF LAW REQUIRED REFUSAL OF CHAIRS'
COERCIVE ULTIMATUM TO GO ALONG WITH, OR BE FIRED BY IBM'S
VENAL M.O.B.LA. [IBM'S INIQUITOUS BOONDOGGLE MANAGEMENT'S
MALIGNANT MISPRISION OF BARRATRY, INSATIABLE ARROGATION -
COESSENTIALLY, "IBM'S UNLAWFUL PREDATORY MONOPOLY
(U.S.D.0.J.). THE CHAIR'S RUTHLESS ULTIMATUM WAS ILLEGAL. AS
CHAIR KNEW, IBM DID THE CRIMES, WE - IBM'S VICTIMS - WERE FORCED
BY THE CHAIR TO SUFFER LIFETIMES FOR MISCREANT IBM'S CRIMES!

(See Exhibit H; page 1 of 6)(emphasis added)

It is clear that the issues raised i this recent (May 2001) letter are the very same
ones as were contained in many of his earlier correspondences. The Proponent
remains enraged at IBM because he was fired by the Company so many years
ago, and he continues to misuse the shareholder proposal process to get back at
the Company.

Anyone already familiar with the Proponent’s sad history with IBM, or who reads
through the undersigned’'s December 5, 1994, November 30, 1997, and
December 6, 2000, letters to the Commission regarding such history, can also
see that absolutely nothing has changed between the Proponent and the
Company. Moreover, it is crystal clear that the Proponent is again merely
attempting to twist and abuse the stockholder proposal process to advance his
own, self-serving personal ends. This is a gross misuse of the stockholder
proposal process, and a waste of time for both the Company as well as the
Commission which should not be tolerated.

Many other letters written by the Proponent over the years, which have been
included in earlier filings with the Commission, also make abundantly clear that
the Proponent, in his mind, has never evened the score with the Company. The
Proponent, through the use of the shareholder proposal process, is once again
attempting to hold current IBM management accountable for his termination from
the Company, and is once again attempting to misuse the shareholder proposal
process to air his personal grievances.

The Commission is also painfully aware of this tortured history. As far back as
the Division's letter to the Company dated February 5, 1980, which letter also
addressed this very Proponent, the Division's recognition of misuse of the
shareholder proposal procedure by this disgruntled former employee was clearly
articulated. The staff's no-action letter stated:

After consideration of the information contained in your letter and the
exhibit thereto, this Division believes that there may be some basis for your
view that the proposal may be omitted in reliance upon Rule 14a-8(c)(4).
In_the Division's view, despite the fact that the proposal is drafted in
such a way that it may relate to matters which may be of general
interest to all shareholders, it appears that the proponent is using_the

proposal as one of many tactics designed to redress an existing
personal grievance against the Company. (emphasis added)
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These words again ring true as it applies to the instant Proponent and this year's
Proposal, almost twenty-two years (and at least 11 stockholder proposals) later.

The Commission long ago established that the purpose of the stockholder
proposal process is "to place stockholders in a position to bring before their
fellow stockholders matters of concern to them as stockholders in such
corporation." Release 34-3638 (January 3, 1945). The purpose of current Rule
14a-8(i)(4) is to allow companies to exclude proposals that involve disputes that
are not of interest to stockholders in general. The provision was developed
"because the Commission does not believe that an issuer's proxy materials are a
proper forum for airing personal claims or grievances." Release 34-12999
(November 22, 1976). in this connection, the Commission has consistently
taken the position, see Proposed Amendments to Rule 14a-8 Under the
Securities Exchange Act of 1934 Relating to Proposals by Security Holders,
Exchange Act Release No. 34-19135 (October 14, 1982), that Rule 14a-8(i)(4) is
intended to provide a means for shareholders to communicate on matters of
interest to them as shareholders. In discussing the predecessor Rule [Rule
14a-8(c)(4)], the Commission stated:

It is not intended to provide a means for a person to air or remedy some
personal claim or grievance or to further some personal interest. Such use
of the security holder proposal procedures is an abuse of the security
holder proposal process, and the cost and time involved in dealing
with these situations do a disservice to the interests of the issuer and
its security holders at large.

See Exchange Act Release No. 19135 (October 14, 1982).

It is by now clear beyond peradventure that the Proponent's personal
grievances, however styled, are of no interest to IBM stockholders at large.

In this vein, the Commission has recognized that where: (i) a proponent has a
long-standing history of confrontation with a company, and (ii) that history is
indicative of a personal claim or grievance within the meaning of Rule 14a-8(i)(4)
[and its predecessor Rule 14a-8(c)(4)], a proposal may be excludable on this
ground even though, on its face, it does not reveal the underlying dispute or
grievance. See Burlington Northern Santa Fe Corporation (February 5,
1999)(proposals relating to company's operations properly excluded as personal
grievance); International Business Machines Corporation (November 17,
1995)(disgruntled former employee); Pfizer, Inc. (January 31, 1995)(disgruntled

former employee); International Business Machines Corporation (December 29,

1994); International Business _Machines Corporation (December 22,
1994)(involving the instant, disgruntled former employee); Cabot Corporation

(November 4, 1994; November 29, 1993; December 3, 1992; November 15,
1991; September 13, 1990; November 24, 1989; November 9, 1988, and
October 30, 1985). In its 1994 no-action letter to Cabot Corporation, the staff
specifically permitted Cabot to apply its response to any future submissions to
Cabot of a same or similar proposal by the proponent. See also Unocal
Corporation (March 30, 2000)(recent grant of Cabot type relief under Rule
14a-8(i)(4)); International Business Machines Corporation (November 22, 1995
and December 29, 1994)(in two separate letters regarding separate proponents
staff permitted both responses to apply to any future submissions to the
Company of a same or similar proposal by same proponents); Texaco, Inc.
(February 15, 1994)(Staff also permitted Texaco to apply personal grievance
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ruling to any future submissions of the same or similar proposals by the same
shareholder). The same result should apply here.

The staff has often utilized the personal grievance exclusion to omit proposals in
cases where the stockholders were using proposals as a tactic to redress a
personal grievance against the Company notwithstanding that the proposals
were drafted in such a manner that they could be read to relate to matters of
general interest to all shareholders. See Southern Company (February 12,
1999); Pyramid Technology Corporation (November 4, 1994)(‘the proposal,
while drafted to address a specific consideration, appears to be on in a series of
steps relating to the long-standing grievance against the company by the
proponent); Texaco, Inc. (February 15, 1994 and March 18, 1993);
Sigma-Aldrich Corporation (March 4, 1994); McDonald's Corporation (March 23,
1992); American Telephone & Telegraph Company (January 2, 1980). Since
the shareholder proposal process is not intended to be used to air or rectify
personal grievances, we continue to believe Rule 14a-8(i)(4) provides a fully
adequate basis in this case for omitting the instant Proposal from the proxy
materials for the Company's 2002 Annual Meeting. The Company therefore
respectfully requests that no enforcement action be recommended if it excludes
the Proposal pursuant to Rule 14a-8(i)(4). ’

n. THE PROPOSAL MAY BE OMITTED UNDER RULE 14a-8(i)(3)
AS CONTRARY TO THE PROXY RULES, INCLUDING
RULE 14a-9, WHICH AMONG OTHER THINGS PROHIBITS
VAGUE AND INDEFINITE AS WELL AS FALSE AND
MISLEADING STATEMENTS IN PROXY SOLICITING

Rule 14a-8(i)}(3) permits a registrant to exclude a proposal from its proxy
statement if the proposal is vague and indefinite or materially false and
misleading. Joseph Schlitz Brewing Company (March 21, 1977). The instant
Proposal is virtually unintelligible on its face. Since it is clear. only that the
Proponent is seeking retribution, this is obviously a matter that would not be
meaningful in any way to stockholders at large. Furthermore, to the extent any
portions of the Proposal can actually be understood, such portions purport to
describe matters in a manner which can be characterized as both vague and
indefinite as well as materially false and misleading under Rule 14a-9.
Moreover, even if stockholders at large were to otherwise come to know the true
circumstances and motivations behind the Proponent and the Proposal, the
Company reiterates that our proxy statement is not the place for the Proponent
to vent his personal frustrations or to otherwise point the finger at others for his
own personal situation.

A reading of the submission itself gleans nothing other than a wealth of false
accusations and claims directed at the Company and its management, wholly
unsupported by any facts. In the first place, the Proposal, represented as the
RESOLVED section at the end of this year's submission, is totally unintelligible.
This year's Proposal reads :

RESOLVED; A VOTE FOR THIS IMPERATIVE PRO PATRIA - FIGHTING
BACK FOR AMERICA! FOREVER HUMANITY! IS A PATRIOTIC VOTE FOR
FREEDOM  AGAINST FEEDOM'S COMPOUND ATROCITIES OF
TREACHERY, TERRORISM, TORTURE, TYRANNY. "WE THE PEOPLE.."
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MUST DO WHATEVER IT TAKES TO PROTECT AMERICA!S HEART AND
SOUL, HUMANITY! (sic). (See Exhibit A)

This Proposal exemplifies precisely what Rules 14a-8(i)(3) and 14a-9 are
designed to address. In this connection, the Commission has found that
proposals may be excluded where they are:

so inherently vague and indefinite that neither the shareholders voting on the
proposal, nor the Company in implementing the proposal (if adopted), would
be able to determine with any reasonable certainty exactly what actions or
measures the proposal requires. See no-action letter re Philadelphia Electric
Company (July 30, 1992).

The staff's response above should apply with full force to the instant Proposal.
Indeed, the Company submits, under the rationale of Philadelphia Electric, that
no one reading this submission could determine with any reasonable certainty
what actions or measures the proposal requires.

The courts have also supported such a view, quoting the Commission's rationale:

it appears to us that the proposal, as drafted and submitted to the company,
is so vague and indefinite as to make it impossible for either the board of
directors or the stockholders at large to comprehend precisely what the

proposal would entail. Dyer v. Securities and Exchange Commission, 287 F.
2d 773, 781 (8th Cir. 1961).

Courts have also supported the position of the staff with respect to infirm
proposals such as the instant one. In the case of NYC Employees’ Retirement
System v. Brunswick Corp., 789 F. Supp. 144, 146 (S.D.N.Y. 1992), the court
stated:

the Proposal as drafted lacks the clarity required of a proper shareholder
proposal. Shareholders are entitled to know precisely the breadth of the
proposal on which they are asked to vote.

In addition to being vague and unintelligible, like the RESOLVED section, the
entire "WHEREAS" section is an amalgam of disjointed statements, false and
misleading accusations, unattributed references to news events, and other
incomprehensible hyperbole, all purported to be set forth as facts and all of
which are unsupported. More to the point, the Proponent continues to accuse
the Company falsely of illegal conduct and other immoral activities in a manner
which is directly violative of Rule 14a-9. In this connection, the Commission has
recognized that material which directly or indirectly impugns character, integrity
or personal reputation, or directly or indirectly makes charges concerning
improper, illegal or immoral conduct or associations without factual foundation,
may be omitted under Rule 14a-9. See Note (b) to Rule 14a-9. To the extent
the Proposal can be read to falsely suggest that the Company, its officers and
directors have been engaged in improper, immoral and/or illegal conduct, the
entire supporting “WHEREAS" paragraphs should also be stricken under Rule
14a-9.

Given all of its multiple infirmities, the Company submits, after having studied the

instant Proposal and each of its component pieces, that it is both vague and
indefinite as well as materially false and misleading. Clearly, neither the IBM
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stockholders nor the Company should have to wonder how this Proposal ought
to be interpreted. Given that the Proposal itself is unintelligible and suffers from
the very same infirmities noted in the staff letters and cases cited above, the
Company hereby submits that the entire submission should be omitted under
Rules 14a-8(i)(3) and 14a-9. The Company therefore respectfully requests that
no enforcement action be recommended to the Commission if the Company
excludes both the Proposal and the supporting statement on the basis of Rules
14a-8(i)(3) and 14a-9.

IV. THE PROPOSAL MAY ALSO BE OMITTED UNDER RULE
14a- éiM%), AS THE COMPANY LACKS THE POWER TO
IMPL NT THE PROPOSAL.

As noted above, the submission violates 14a-8(i)(3) and 14a-9. Because of its
inherent vagueness, as articulated above, the Company also believes the
Proposal should be excluded under Rule 14a-8(i)(6), as the Company also lacks
the power or authority to implement such Proposal. See Anheuser-Busch
Companies, Inc. (February 9, 1993); 1BM (February 5, 1980). The Company
therefore respectfully requests that no enforcement action be recommended to

the Commission if the Company excludes the Proposal on the basis of Rule
14a-8(i)(6). :

V. THE_ PROPOSAL MAY BE OMITTED UNDER RULE 14a-8(i)(1)
AS IT IS NOT A PROPER SUBJECT FOR ACTION BY
STOCKHOLDERS UNDER NEW YORK STATE LAW.

Section 701 of the Business Corporation Law of the State of New York, the law
of the state of IBM's incorporation, provides that "...the business of a corporation
shall be managed under the direction of its board of directors...." Nothing in the
law of the State of New York places the decision making relating to the matters
articulated in the Proposal directly in the hands of the shareholders. The
Proposal, although for the most part incomprehensible, is clear in one respect. It
improperly eliminates the role of the Company’s board of directors by seeking to
place the decision-making power with respect to the actions called for in the
Proposal directly in the hands of the stockholders. Since this is an improper
subject for action by our stockholders under New York State law, the Company
believes that the Proposal may also be omitted from the Company’s proxy
materials pursuant to Rule 14a-8(i)(1), and requests that no enforcement action
be recommended if it excludes the Proposal on the basis of Rule 14a-8(i)(1).

In summary, for the reasons and on the basis of the authorities cited above, IBM
respectfully requests your advice that the Division will not recommend any
enforcement action to the Commission if the Proposal is omitted from IBM's
proxy materials for the 2002 Annual Meeting. We are sending the Proponent a
copy of this letter, thus advising him of our intent to exclude the Proposa_l from
the proxy materials for the 2002 Annual Meeting. If the staff disagrees with the
Company's conclusion that the Proposal may. be omitted from its 2002 proxy
materials, | request the opportunity to confer with the staff prior to the issuance
of your position. If you wish any further information, please call me at
914-499-6148. If the Proponent elects to respond to this letter, the Proponent is
hereby specifically requested to copy me on any response he may choose to
make to the Commission.
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Thank you for your attention and consideration in this matter.

RN e Yowl ]

‘étuart S. Moskowitz
Senior Counsel
Enclosures

cc:  Mr. Patrick F. Napolitano

622 S.E. Degan Drive
Port St Lucie, FL 34983
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29 DEC 1994

RESPONSE OF THE OFFICE OF CHIEF COUNSEL
DIVISION OF CORPORATION EFINANCE '

Re: International Business Machines Corporation (the "Company") -
Incoming letter dated December 5, 1994

The proposal concerns the Company's Board of Directors and
annual meetings.

There appears to be some basis for your view that the proposal
relates to the redress of a personal claim or grievance or is
designed to result in a benefit to the proponent or to further a
personal interest, which benefit or interest is not shared with the
other security holders at large. Accordingly, the Division will
not recommend enforcement action to the Commission if the Company
omits the proposal from its proxy materials in reliance on rule
14a-8(c) (4). 1In reaching a position, the staff has not found it
necessary to address the alternative basis for omission upon which
the Company relies. This response shall also apply to any future
submissions to the Company of a same or similar proposal by the
same proponent. The Company's statement under rule 14a-8(d) shall
be deemed by the staff to satigfy the Company's future obligations
under 14a-8(d) with respect to the same or similar proposals
submitted by the same proponent.

Sincerely, :

N TP —

Vincent W. Mathis
Attorney Advisor
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON.D.C. 20549

DIVISION OF
CORPORATION FINANCE

January 6, 1998

Stuart S. Moskowitz, Esq.
Senior Counsel

IBM Corporation

Armonk; NY 10504

Re: 1International Business Machines Corporation (the "Company")
Incoming letter dated November 30, 1997

Dear Mr. Moskowitz:

This is in response to your letter of November 30, 1997
concerning a shareholder proposal submitted to the Company by Mr.
Patrick F. Napolitano. Noting that the proposal appears to be
gimilar to the same proponent’s proposal in International
Business Machines Corp., Dec. 29, 1994, we believe that the
forward-looking relief that we provided in that earlier response
is sufficient to address his recent proposal. Accordingly, we
believe that a specific no-action response is unnecessary.

In connection with this matter, your attention is directed

to the enclosure, which sets forth a brief discussion of the
Division’s informal procedures regarding shareholder proposals.

Sincerely,

Catherine T. Dixon
Chief Counsel

cc: Mr. Patrick F. Napolitano
622 S.E. Degan Drive .
Port St. Lucie, Florida 34983
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON. D.C. 20549

DIVISION OF
CORPORATION FINANCE

January 10, 2001

Stuart S. Moskowitz

Senior Counsel

International Business Machines Corporation
Armonk, NY 10504

Re: International Business Machines Corporation
Incoming letter dated December 6, 2000

Dear Mr. Moskowitz:

This is in response to your letter of December 6, 2000 concerning a shareholder proposal
submitted to IBM by Patrick F. Napolitano. Noting that the proposal appears to be similar to the
same proponent’s proposal in International Business Machines Corp., December 29, 1994 we
believe that the forward-looking relief that we provided in that earlier response is sufficient to
address his recent proposal. Accordingly, we believe that a specific no-action response is
unnecessary.

In connection with this matter, your attention is directed to the enclosure, which sets forth
a brief discussion of the Division’s informal procedures regarding shareholder proposals.

Sincerely, | -

Martin P. Dunn
Associate Director (Legal)

Enclosure

cc:  Patrick F. Napolitano
622 S.E. Degan Drive
Port St. Lucie, FL 34983
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'IBM Probed
Ovér Paymenis

Of U.K. Taxes

ﬂUleHf

By JON G, AUERBACH
Staff Reporter of THE WALL SThEXT Jo\nm.u. )

Britain's tax suthority is seeking to de- -
termine whether Internationn! Business:
Machines Corp. improperly avoided taxes
in that country by having its British unit
pay artificially high royaities {0 the parent
company, according to pebple familiar
with the matter, .

Inland Revenue, the United Kingdom's
équivalent of the Internal Revenue Ser-
vice, has been examining IBM's books for,
about two years, these people sald, The In- :

quiry has centered on fluctuations In roy:: |
alty. payments :between' about 1991 and .}

abounm. these people said.- ¢ - .
- The:{nquiry wasg sparked by nllegalion.s-
made to.Inland Revenve by ‘a former IEM
. employee, Gerard M. Churchivse. :
Chm-clﬂmu.se. who had heen a man-
/ﬁzer in sales and markeﬁng. alleged. that

IBM avaided paying as much as about $500" |

million in U.K. taxes between 1991 and 1996
by raising {0 12% from 8% the royalties paid |

to the U.5. parent on goods and servites |

sold In the U K.

Such’an allegation, if true, would lower
the operating profit of the Bntish unit,
thereby lowering British taxes. It wnu!d .
also have improved operating results at
IBM's U.S. unit. However, IBM did nof pay |

"BM 1S BEING AUDITED by’ Brit-

ain's tax suthority, which is seek<..
ing to determine whether IBM impyop- "
erly avoided taxes by having ils UK.’
" unit pay artificially
the parent company,

miliar with the-matter. The ingquiry.’
was sparxed by charges from a for-
mer employee that IBM avoided pay-
ing up to $500 milion in taxes.

. {Aricie on Poge AJ)

IBM Is Investlgated
- Over lts Payments -
"Of Some U.K. Taxes

[

Continuied From MG

| avolded ‘paying m\\shb‘ £
taxes over the period. '

Mr. Wilkon, the IBM spommm.
" ‘elined to comment on the! anegaﬁe |
| 1evel of royalty payments oF a0y
- they might have increased. Co

In 189), the corporate ‘ax rate
| U.K. was about 35%, and has declined since -
 then to its current rate of abou; 8%, Ao
cording to IBM’s annual reports, it U8,
tax provision as a proportion of U.8 operat-
“ing profit was 18% in 1994, 27% in 4998 and
37.5% In 1996, (IBM paid noU,S. income
taxes from 1991 to 1993 because of 'th
losses.) :

Mr. Churchhouse aueged !ha ap«

taxes on its V.S, operations betweeh 1991
and 1993 because the company was posting -
losses. U.S. operations returned to prol
itability in 1994. .

IBM - confirmed that the computer
maker is being audited by Inland Revenue.

IBM spokesman Rob-Wilson called the au-
ait “normal &nd routine,” adding that the
company is, "coopem!ng tully with tax
outhoritles.”

“Mr. O\umtm«mse Was dlsm!ssed by R

IBM in 1%95; His.allegations on UK. taxes: * :
were alio.outlined 11.a Jawsult he subge--|-

quently filéd against the compauy in New:
York's' Supreme Court, alleging,. among -
other things, that hig dismissal was in re-
tatiation for his unearthing ¢F corruption.
The suit was disinissed earlier this yesr on
groupds that Mr. Churchhouse had already
reached a dismissal settlement with M. [
Inthe U.X: in 1995. The court did not specit--
{;;I'l‘l!‘y address the merits of his'tax allega-

Mr. ‘Churchhouse alleged that IBM's
U.K. unit was ordered by the parent com | {-
pany to boost its royalty payments in 1991,
He sald the four-percentage-point increase.”
in 1991 transtated into £160 million in extra
transfer payments, or about 5260 million st
cwrent exchange rates. ) '

Mr. Churchhouse sald tye royally re-
mained at 12% through 1933, then dipped,

proached Inland Revenue affer he" was'
fired, because of tax issues relafed fo his”
. severance payment. Arnundthls tine, Mr.'
Churchhouse saidl he alsé began 10 Took, .

! into the alleged royalty. scheme; conduch

ing Interviews. with IBM officiali. and.
spulling TBM corporate filings {n-the VK. "
He sald he mmpﬂedarepoﬂlnylnzoutme‘
. alleged royalty: deviations,. which; Jie.Bald
hesubmitted 16 Inland stgnue iql

."Analysts, have generally la eq
chairman and. chief’ executiye w’ofgpe:r
Louls V. Gersther; for, lqwmng “the ‘com-;
- pany’s tax rate since ha ook over. $h 1993,
They have Said Me; Gerstner accompllsbed
“this by moving production to: ageds with :
more attractivg (ax regimes such nsMex'
ico and Singapore; : :

" gach year, reaching about 30% last year.
drop to about 29,5% this year, ™

L Business and Finance b.b(a poesn tAgTBG Wﬂhl
Of Shareholders’ Pengion
S B el o

high Toyaities to.
sald people fa- Exchange

pany's
* progosal

e

makes are of ordingry bust-
about £300 million, and that’ IEM. this ;, stous 1 purt

*! i't merit attention from: shareholders. 1
llmnpamwmatseektuexdudeshare- 14
: holdermolutionsmustnotiwu\esmof -

" relatin| to[eash-bq\ancemv
e olaered

| ‘rate was 41.4%. Since unm.‘n has- fallen ‘,
Analysts estimate that the ‘tax: yate-.vym;

11/16’1062% "ANG 9, 597?
Interpational Business Machines rose”

Brilish tax. au!hoﬁues afe investigating
. some of LS accounts. The Wall Street Jour-

charges by a former IBM employee that the

only Lo bounce back around'1935. He esti-

mated \)m {he tota) amount of rpyalty i

creases between 1991 and 1996 reached
_ Please Turn to Page A4, Column 1

ﬂffz.\rl/wrnr Z-0 Ddtl’lf/, Ma) = e

. company paid arificially high royalties to
‘its U.S. parent to reduce its British lncome. .

I IBM didn’t comment on the report aceus-

lng it o! megally tryltig to lowar its lax bﬂl

"7/16 to 123%, despite conﬂrmlng that 1

nal reported that the Inquiry stems from |

T YA Orisdie

Stqﬂ‘ Reporter of Tae WALL STREET JouapAL
Inan \musual move, the Securitles and
sent Infernational.
Machinec Corp. & letter. lelling .
'the mmpany itdida't agree with the coim-
reasons for omitting a der
regarding lts controversial cash-
* halénce penslon Phn from’ its annual g
#} firoxy matériald B3
+ More than 300 employees submitled a-
shareholder last fall, seekdng a %
voteby stockholders almeannnalmeenng 8
reverse pension and retiree healthrbhene- 3
ihat IBM made Jast July, arguing E
ﬂ\at thecuts are d}scrimlna tory on the ba-

conipany, )n seeldng to block the
n&?ﬂm semleuenomesmarguln w
. that any pension and me{ﬂcal—beneﬁt dect- E

Lgtus:_ it

BM's

scra.m-.

A

¢ss operations. The company cited SEC -
tiat say that snything that Tevotves .
normnl day-to-day practices does:

am_pmgnwénaslt
to .secure a.pomfract 10 ¢

doves o its compraters.

i

ulﬂOWS

it

eidnabe. '-‘._a-r_g_l:_.‘-- PO IR

3

‘ ;rg-'n" .
hled

ng to. (Vo
ger said 0| X

an
s, 1d SO e it 10
quespread c €.
mw of the. ul;udiuo;al deﬁxlred-
t pension lanstocnsh-b ance pians .
mmm’& recognition that ghis is-.
cant soclal and mmﬂ'ﬂ;;

8 sec-

ralses §
o isnes‘gni‘lﬂis our view that
1 ean-
notbe maﬂmmmﬂngu:’on:rxg’
*s ordin:
i wemnotbel!evethntmldmay
omluhepwposal ‘frpm 1t3 proxy materials
1x1re!lanceonnneua-8a)(7) TR
* A representative for IBM says, Wc
.. doh't belfeve [the resolution) ‘15 in the best
interest of IBM or ol shareholders, A.
mallnmnberolpeoplesignedthemol\r _
uon.andwedonnhinntwm
« Companies often ask the SBE sta!f for
) {heir argiments on
{0 8 particular situa-
tion. Inresponse, the SBCwnsaynwont
take action if the cm)pam' exclides th
pmwsid,or more rarely, it disagme,
thmereasonsdtedlorexdudingihe
resofutlon.  While' the stau letter isn't

SR TR, (5 — T

“But Norris accused Microsoft of setting as

a conditinn Far the 1004 allinman $hoa mm 8-

P ..'.,.ME LAUEUKKTS AUy lLeiped GevE:

tsin  the earliest versions of each other’s opetating

Hion

se it

s,

. Sttbge-

ey

sypport.

quently, on Jan. 6, Rep, Bernle Sanders, an

B
ipteryen

Bl employees had arguedthat the res-
compEny s

tentien- to the letter. Commionly, compa-
olution addresses & social-policy consider-
“IBM's efforts 4o block constderation of

nies attach these no-action letters from the

SEC, when It agrees with them, 85 an ex-

hiliit should they subsequently face & law-
ation—alleged dge -discrimiration—~and.

sought congressional

gress, urging it to include the proposal.

Independent from Verment, sent a tetter to -
the SEC, signed by 46 members of Con-’

legally binding—a company caﬁ'gn ahead 4'
and do what it wants—the courts pay at- -

sult, an SEC afficial notes, -
of Hae,” Mr. Sanders saidy

. -erg:shld heableto:

“beless ity

o

- T ARNAL TRV ctielehal ovcen <t < 31

+ this stockholder resolution was cléarly out
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B'melders Defeat Pension Resolution

, Fund, supported the resolution,

Empldyeé-Led"' Issue Gets
~ 28.4% of Votes, Enough
" Fo Return Next Year

By ELuEN B, ScHuLTZ

And Jon G. AUERBACH
Stafy Rzpbrkn of THE WALL STREET JUURNAL
Internationdl Buciness Machines Corp.
shareholders voted against an employee-

“Jed urging the company to let
workers choose between s old pension
plan’and its controversial néw *“‘cash-balk-
mh pl‘xl“ .

But the.resolttion, the first of its kind,
won 28.4% of the votes, or nearly 300 mil-

. Hon shares, well above the 3% needed to
guarantee: the issue will return on next
yehr's ballot if its backers resubmit it.

" Theresolition was fueled by IBM's shift
to a cashrl pension plan last year,
which angéred workers who discovered that

!'the'new plan would cut benefits for longer-

. seryice workers by 3% or more. After an

; employeé-uprising, which led to Senate
“hearingdi'and government investigations,

' IRM th'Septémber allowed all employees 40

" years ol orolder, and with at Jeast 10 years
of sexrvice, the cholce of remaining In the old
pension plan,. bringing the number of em-
ployees with ;uch dn option 1o 65,000

- 'The resolution sought to extend that op-

" ton to all of IBM'S roughty 145,000 U.S. em-_
ployees. Some major Investors and advi-
sory firms, Including the California Public
Employets’ Retirement System and the

New York State Common Retirement
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“The company say$ It necds to be com-

petitive, yet what they are doing has pro- -
-voked a very negative response from a

large pumber of thelr own employees who
are supposedly highly valued,” said James
Heard, chief executive of Proxy Monitor, &
leading proxy-voting adviser that sup-
ported the resolution. "I you've upset this
many of your employees, you haven't done
your hotnework."

During the sharcholders’ meeling in
Cleveland, IBM Chief Executive Lovis V.
Gerstner acknowledged that some IBM em-
Poyees were upset but defended the new

approach. "' know we have in this audito-

rium a group of very passionate employees
who have strong opinions about the pen-
sion changes,” he satd. But he said other
employees are ‘‘just as passionate in urg-
ing us to change the company cves more,'”
These other employees understand “that
we must compete [or talen! and loyally the

. Same way our ‘dot-com’ technology com-
. petitors do—more stock and cash upfront

and fewer ‘ol fashioned’ benefits like pen-
sions, dependent care, long-term medical
and sdoption assistance.” -

He added that the company needed to
find a balan¢e between the needs of share-
holders and employees. And while the comy-
pany responded to employee concerns last

_year by enlarging the number able to de-

cide their pension fate, *“We can't do more
without putting IBM's competitiveness at
risk,” he sald.

Attending the meeting were.about 100

IBM employees from 16 different work lo- .

cations, Some complalned that thelr views
weren't fully heard. The teeting, which

was scheduled to last untit poon, ended

_Sanders, an Independent from Vermont

_ gather in the street in front of the hotel for -

* M Argentina Settisment Is Accepted

and the United Arab Emirates, which will

fcan pavillon has been rented to

the
fch

(4]
it
‘let workers choose whict

|
ggainstan

half-hour early. Just as U.S. Rep, Bernie

on urging

voted

..

who is an outspoken critic of IBM's new
pension plan, stepped up to the micro:
phone, IBM's Mr. Gerstoer concluded the
meeting. A spokeswomnan for IBM laler exe
plained that there was a time parameter
for the' question-and-answer session and -
that Mr. Gerstner stuck toit. .
Acrimony was already ranning high be-
cause IBM employees were forced to

. -
IBM sharehold:
employee-led Teso)
company 0

retirement plan they participate in.

.::*;)"'

thelr various premeeting and post-meeting
sessions. Although the group had a signed |
contract from the Renalssance Cleveland
Hotel, the hotel canceled it 10 days before ¢
the shareholders’ meeting, saying it had |
mistakenly double-booked the room. IBM gears
booked all of the space in the hotel last Sep- &
tember, said a spokesman for the hotel.
Golng forward, IBM employees hope to-
generate pressure for next year's vote by i
transferring money in thelr 401(X) pro- £
gram to mutual funds yun by asset-man- ¥
agement firms that voled for the resolu-

management on holder resolutions.
Separately, IBM sald 1t ralsed its quar |

terly dividend 8% 1o 13 cents a share from 12 e

cepts, payable June 10 to shareholders of pmyri

«erord on May 10. Mr. Gerstner sald he has )

*“confldence about our prospects lor the full EEErd

svar,” based on growing sales of software, -

services and hosting for Internet business,

both to traditional Jarge customers and new

Internet-only start-ups. Among other areas,

Mr. Gerstner said IBM's e-business services

grew more than 0% last yeartomorethan §3

billion and grew 70% in the first quarter.

Argentina to
a long-running dispute between
goods and ser-

wices and $35 million in cash. The cop-
- tract, which IBM ‘Argentina won in 1994,

the State Department said Mon-,
day as a new anti-bribery

The Argentine Supreme Court, in a 5-
ruling, said it has accepted an
agreement signed in 1997 between Inter-
two compantes. The 1397 extrajudi-

- clal agreement allows IBM to resume its
against IBM and stopped

payments, while IBM filed &

national Business Machines and state-
owned Banco de In Nacion

resoive

the

to meet payments. Officials of Banco Na-

cion and TRM woren®r o

computerize the bank. Benco Nacion ~

- flled a sujt

. Job of Installing a computer system at
* the bank. The twe companies agreed lo
¢ gettie the legue if IBM paid Banco Nacion

lost tens of billions of dollars in -

n

$82 miitfon—$47

sei off a tangled legal dispute after IBM

was accwsed of paying $21 million in
- bribes to win the $249 million contract to

¢ ;

10 countersuit against the bank for fafilng -

ul
h

and

some even permit companies
claim bribery as a tax deduc-

is bullding -,

nextdoor. “Camels will res¥on sand dunes

atthe sile of the former U.S.
Expo's press effice brigh

S>US

pavilion,” the |
ty noted. w, :l
bribery

JJirms 105
American companies have

ternational contracts in

which bribes were involved,
In many countries

is part of doing business,
tion. which hurts development

treaty signed by 34 countries

.- took effect.

<
b
b

billions to bribery
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A 'Thc muonal political trial of this fin
! | de sixle—the npeachment of Presldent

Clinton~featured & tortured deconstives '

thon of the verb fo be. The Jandmark busl-
ness'liia)—of Bil) Gates's Microsoft Corp.
-0 anlitrust dmg;z—m );::t to become
“quits s pleayune. But a striXingly similar
- casenearly balf a century ngn lumed on a
> definitioon) matter just slightly more sub-
‘stantive;’ lnd Mr Gates might profit by the

. ,c.mnple
Sy T modem computer industry. is
c iarzel) the Jegacy of the two Thimas Wat-

Manager’s Journal

Sojmmiiim By H.W. Brands
4, MAY 24,1999

" sons. Walson Sr. learned business ma-
chines from John Patierson, the nutocrat
o uwNaﬂom)CashReslslerCo With Pat-
terson - and “the Cash,” Walson also
Jeamned to despise and distrust govern-
- wﬂggmm. ‘who in 1913 convicted him
i al charges of unfair competition.
|- Watson avolded prison after he and Palter-
£on made heroes ol themselves dolng relief

Amaf;ag,f () pHe2

town of Day- ..
" ton, Ohfo; un-
der e o f

camstances,
the-sinte af--

to uetheusawhen an appean co\m
a retrial.

-But Watson never forgot the experi
ence, and he vowed never 16 yield to the
regulators. Decades later, In Decemper
11952, the antitrusters camé after Waisch
‘again. This ime he was the hend man and
the company was IBM. which held the
‘Hon'g share of the market for husiness ma-
chines, Watson was a highty visibic backer
of President-elect Bisenhower, and he was
convinced the antitrust suil was political
revenga by the leme-duck Demncratic Jus-
tice Dumment. in leagne with JBM's
compediors. Unrepentantly  Indignam,
Watson took: out full-page ads In the na-
tion's newspapers, defending 1BM's con-
duct as vigorous but fully within the

bound: of Jaw.

poged an foreign -
ngton ‘at odds -
by Presi-

e Bur

Watson would have fought the Justice
Department all the way tg the Supreme
Court were it not for the interposition of his
son. Thomas Watson Jr. did ot get along
well with his father. " Their shouting
matches echoed down company corridors,
and across the tarmac at an airport one
memorable day when the son screamed Sn
tront of several witnesses, “Geddamn you,
old man! Can’t you ever Jeave me alone?”
More to the point of the antitrust lawsuit,
the younger Watson wanted IBM to liqul-
dale its lega) problems, which centered on
the older technology of punch cards, and
free ilself to pursue the emerging technol-
oty of electronic computers.

Watson Jr. believed his [ather was too
emotionally invested in the contest with
Justice, “The terrible trauma of getiing
sentenced 10 jafl for antitrust violations
when he was at the Cash pever really

_passed for Dad,” he recalled in his memnir,
«published in 1990, thred years before his
death. “Thirty-five years had gone by, but

.. itwas like a raw wound tohis self-respecl.”

‘The son also thought his father fundamen-
.tally misunderstood the basis for the Jus-

tice Depariment prosecution. “The thing .

Dad could never accept about monopoly
law is that-you don't have to do anything
wrong to be in the

This was the younger ‘Watson's insight.
It would not have stood vp In court; like Mi-
crosoft todday, IBM was charged wtlh acts
of commission, nol of mere existence, Yet*
the distinction was crucial in two respects,
Like Microsoft, 1BM was bejng proseculed
for actions that would have raised no an-
titrust eyebrows had the company nol been
the overwhelming force in §ts fndustry
(IBM cohtrolled 90% of the market for
punch-card machines). Watson Sr. main-
tnined that the rules shoujd be 1o differcnt
for IBM than lor everyone €ls2, Watson Jr.
contended that whatever the rules should
be, they were what they were,

The second aspect of Junior's distine-
tion between being and dvjng was less Jegal
than psychological. By ptling the ohus on
the wrongheaded legislators who drafted
the punitive antitrust law, Junior provided
his father a graceful way lo accept his
son's larger argument; that in an Industry
changing az fast as IBM's, the company
could ned alord the dhstracﬂon of a ong
lawsuit. Betler to settle and get about the
husiness of electronic computers. Watson
Sr.. who rightly viewed IBM as his cre-

iled from the New York

_ passed o Argentina bank

awé-.Smfice.,

What Gates Can Learn From IBM s Watsons

ation look the gvvernmen\ s al)ega\!ons
personally; Watson Jr., mere defached
and objective, saw the suu simply as a cost
of doing business, and a setliement ag lhe ‘
best way to minimize thatcost. -
The elder. Watson eventually a!lowed-
himsell to be persuaded, JBM settled ‘and
went on to dominate electronic cornpulem
as }t had domlnaled punch cards.
the Microsolt trial in recess unUl
nmweel.nnmrs abound of a possible set*
tiement. 3 Mr. Gates, who by all evidente
Is ag convinced of Microsoft's innocence as
Watson Sr. was of 1IBM's, Is looking for
credible cover, he might wish 1o adopt Wat- -
son Jr.'s distinclion between doing wrong
and being In the wrong. This would allow
Mitrosoft to retreat with flags flying, and
Jet Mr, Gates get back to his primary job
that the Internet and o(hernewlech-
don’t do to Microsolt what elec-
tronic computers did to punchcards.

Argennna Becewes
'Money From Swiss

In IBM Bnbg Ca.se

: Joyé 7,019‘\

BERN, Switzerland (AR)-Switzerland’
has handed over to Argentina $4.5 million’
of suspected bribe money frozen In Genera
bank accounts, the Federal Police otﬁco K
satd yesterday.

The ‘funds were suspected -10.: bau
been used by IBM Argentina:to brit\e
clals from the ‘state-owned’ Buuﬁ
“Naclon in order to land tsubstanualm—-
Fputerization contract, a platewént from.
the office sald. In March 1998, mumm
written testimonies-linked to thé affair,’’
mpﬂed bya Geheva mmugaunem

“'he money, released 6a Hondty, vdﬂ‘ '
be made available to Argentina’s ]udlda!
system and was translerred with the per-

- mission of the account holders.

The scandal erupled in 1995, when' ln~ .
ternational Business Machines Oorp.
"suspected of paying some 8
‘bribes in onder to sequre,
contract {0 cunwlemé
of Banco' de’ la
largest bank, Some
lend!v paid into two wi!' mmn in

Amntlna had Tirst regnemg‘: fiiers
Jand's help tn s frawd and cormuption in-"
yestigation in September.1995:In’ Febri.,

. ary, Switzerland's Supremecnm

an appeal from the aceount hojders'a

.,Switurland giving legal assktan.e tniAl‘-‘

ln .‘Mny 1998, 10 people wemlndlcted on-
charges of bribery in cuxmecuon with the

npetitors, yiil- put "Wash
-the rest of the world

case. They included lonneerw ﬁ ,"m

Naclon President Aldo Dadone, former of Dow

IBM Argentina Presidént Ricardo Mar

torana and Juan Carks Cattaneo, a for Vou. 2,

mer kide to the Argenllne presidential of-

fice. Pagie s
1BM declined to comment yesterday. -

Com,
TMNP

the proceeds of dutles im

. with the
Cammmsm The

¢
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A1pbiC G the tobacto'gi-
‘February 21995, when

A s

1994 law allows the ‘state to ‘sue

‘manufacturers on’ ‘behalf of all

smokers on Medicaid, ‘the state

‘care to the poor. o
On Nov. 4, Florida Attorney

General Bob Butterworth, “who
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filed under the 'staté’s 1977 Or-
ganized Crime Control Act,
" ‘Attorneys " for-. the state ex-’
péct to prove that the “Tobacco-
Racketeering Enterprise” acted:
in concert to commit fraud. =
. Under ‘RICO’s - civil - damage.
provision, the state can go;
after three times the $1.6' bil-:

lion in -damages’ it “originally: -
sought t6 cover the:cost of car-- -
ing - for" Medicaid recipients™

with smoking-related illnesses
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TALLAHASSEE — “A™ jud

issued an:unprecedented de
sion-Friday allowing Florida
claim ragketeering. in. its $
- billion- lawsuit -over the pub
cost ' of © smoking-related
nesses. . .

The decision “unleashes t
biggest threat Big Tobacco h
ever faced,” said Gov. Lawt
Chiles. “For decades, the 1
bacco cartel has conspired
like a crime family — to ho
our people on its deadly pro
uct and hide the evidence.”

Palm Beach Circuit Jud
Harold Cohen echoed th
theme in his ruling.

“No cocaine cartel, gambln
empire or white-collar scher
has even approached the da
age allegedly done to the sta
as alleged in the plaintif!
case,” Cohen wrote.

None of the other 18 stau
suing for the repayment .
taxes spent on people who g
sick from tobacco bas receive
a judge’s permission to purst
racketeering claims, said Flo:
da Attorney General Bob Bu
terworth.

Cohen, who heard argumen
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ict.
Philips " said:
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ad blitz leaves -

v/

~cientists helpless

By Lauran Neergaard
Assoclated Press

WASHINGTON — The tobac-
co industry says it is being victim.
ized by biased scientists who skew.
data to make it falsely appear that
smoke_is bad for you.

- And it is spending millions of
dollars in advertising to spread
that message to Americans.

““The general public has a skep-
ticiam about the results of acientif-
ic inquiry and they’re playing on.
that,” said Tz, Mortcu Lippman of
New York University Medical
Center.

The tobacco industry counterat-
tack comes as it is facing increas-
ing hostility: The Justice Depart-
ment is investigating tobacco
makers for fraud and perjury, in-
Joor smoking bans are on the rise
and the government wants to regu-
ate nicotine.

So the industry is fighting back
shrough full-page newspaper ads.
Once a week, RJ. Reynolds To-

co Co. says smoking is no worse
. .n caffeine or fatty .
and spreads dire warnings that the
government wants to ban all ciga-
rettes — even in private homés.

Philip Morris Companies Inc.
capped off a weeklong attack with
a three.page ad in 40 major Sun-
day newspapers that charged the
Buvironmental Protection Agency
with using seriously flawed scfence
to label secondhand smoke a
carcinogen,

Sclentists say the ads aren't

burgers “:

truthful, but they don't have
enough money to counterattack in
the same way. The companies
won't say how much they're spend-
ing, but a full-page ad in a Sunday
Washington Post costs $64,000.
“Unfortunately, it's not uncom-
mon for an industry to be able to
outspend the public interest,” said
Jeff Cohen of the media watchdog
group Fairness and Accuracy in

Reporting,
real and what's

what's
smoke?: .

W Roynolds’ ads says the gov-
ernment will ban all smoking. Con-
gress and Food and Drug
Commissioner David Kegsler in-
sist that's not true. Instead, they
might seek to regulate the amount.
of :iﬁ:tinelg; ttes. . ing

ynolds' ads says smoking is
a habit no worss than caffeine. But
Kessler says nicotine hooks peo-
ple, enough that smoking kills

‘400,000 Americans a year,

W Philip Morris is reprinting an
article by a media critic that claims
the EPA, in labeling secondhand

-smoke a carcinogen, used fnvalid

studies and skewed statistics.

A panel of nine independent sci-
entists, headed by Lippman, found
that complaint to be without basis
more than a year ago.

The EPA also notes that critics
don't dispute its findings that sec-
ondhand smoke sickena at least
160,000 children a.year with asth-
ma, bronchitis and other diseases.
In fact, a recent RJR ad seemed to
back that up, saying, “Clearly com-

same conciusion without them
because of the “totality of evi-
dence” that active smoking
causes cancer, secondhand
smoke contains the same 40 car-
cinogens and there’s supporting
evidence from animal and
studies. .
n
Tobacco Industry: Of the 30
. studies, only aix were statlstically

significant, :

. EPA: Twenty-four of the 30
studies showed an Increase in
cancer risk with exposure o sec-
ondhand smoke, Most wera 100
small to'be slatistically significant,
but nine were, and the probability
that those nine were a fluke s
loss than 1 i 10,000,

|

- Tobacco ndustry: None of the
11 US. studies found a statist-
cally significant fink botween sec-
ondhand smoke and cancer. -

EPA: Most of the U.S. studies
were too small for statistical com-
parison. But eight had Increased
overalrlsksandeeov‘enmat
measured amount
tshowedrtslf;sInpeoz:bfgm:’\rfg:"‘ra
breathed the most secondhand
smoke.

afl

that smoke couldn't be benx
- B0 porcent was strong encu
catch either no effoct or a
tive one. _

. u ‘
~Tobacco Industry: The Ef
loft out a major study pubtis
In November 1992 that woul
-have changed Rs conclusion
" EPA: That study, publishe
tor the EPA's deadfine, didn'
that everyona ever exposed
secondhand emoke had an i
‘eraased cancer risk but that
ple exposed to the highest k
EUch 83 Bpouses of two-pac
gskwtokera.mawdmﬂc

' U] X
Tobaceo industry: The EP.
tumped alf the small studles |
gether to look for risk when t

- gutts. would be the same. it w
used after tha EPA decided t
was a risk, in an effort to qus
that risk.

- The Associated F

mon sense should tell everyone not
{0 expose very young children to
high levels of secondhand smoke.”

But the Philip Morris effort is
having an impact. In three days, it
logged 3,000 telephone calls seek-
ing reprints of its anti-EPA ads.

Philip Morris Vice President
Steve Parrish says he doesn’t care

how many independent scie
back the EPA, he'll never b
secondhand smoke is bad.

- “If EPA's so sure of the r
why doesn't it go back and a
our questions and publish t
sulta?" he said, “It's time for
to look at the data and not
happens to be politically cor

AZ2 Austin American-Statesman

Friday, July 8, 1994
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Study: Smoking in U.S. costs $50 billion

By A.J. Hostetler
Associated Preas

ATLANTA — Smokers in the
United States burn up about $60
billion a year in medical costs asgo-
'ciated with cigarettes, or about $2
a psack, according to a federal
study. ‘

The figures, released Thursday
hy the Centers for Disease Control

d Prevention, are nearly double
-ae sgize of the medical bill cited in
previous studies.

“It's staggering,” said John
Bloom of the Coalition on Smok-
ing or Health, “It shows that tn-

tracked the health expenses' of
35,000 Americans.
Based on that data, the CDC es-

timated that in 1993, smoking cost °

$60 billion in medical care, with
$26.9 billion — 54 percent — spent
on hospitalization alone,

Taxpayers footed 43 percent —
89 cents a pack, or $21.68 billion —
of the total bill, the CDC said.

For each of the 24 billion packs
of cigarettes sold last year, about
$2.06 was spent directly on medi-
cal care associated with smoking,
the CDC said.

Bu_t 8 spokesman for the Tobac-

CDC medical epidemiologist Dr. -

Thomas Novotny, assistant dean
of Berkeley's School of Public
Health, said, “Smokers do pay tax-
es, but the economic burden is
shared by more than just
smokers.”

- The 35,000 participants
‘health expenses survey !
‘their medical expenses
months. Those costs the
confirmed by data from ¢
hoapitals and other heal
' providers,

|

B oF9

year in medical bill

The studv did not include indi-

The federsl Office of T
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squabbles continue

Alice Ann Love )
THE ASSOCIATED PRESS "7 2.

\WASHINGTON — The name-
calling and accusations of fund-
raising abuse flying back and
Jurth between the White House
wid Capitol Hill are embarrassing
and debilitating for the niation,
ninmy Carter said Sunday.

The former Democratic prosi-
it sand the spectacle gives pen
de the "not always erroncous”
wpression that to pet things done
Washington “you've got to con-
ribute money in a so-called 'legal
wibe™

And he said both parties are
:qually guilty.

“I don't think there is any
wubt that in the incumbent
wministration and in the Con-
ress decisions are heavily influ-
:nced, in many cases, by how
arge contributions are made,”
rter said on CNN's "Late Edi-
wn®
. "Extremely large contribu-
ors, as has been revealed in testi-
nony before the Congress, expect

some favor in return," Carter
said.
Former Democratic Party

irman Don Fowler, following
warter onthe CNN show, called the
{ormer president's words “a bit
oo strong."

“I wouldn't call it bribery. I
will say that this system needs fix-
ing very badly,” Fowler said,
emphasizing that he does not
believe campaign contributions
affect decisions at the White
House.

Whatever the terminology,
<arter said, "I think this is the
.nost embarrassing and debilitat-
.ng thing that I have seen evolve
.n the political structure of our
ountry.”

Meanwhile, Democrats and
tepublicans continued attempts
1t one-upmanship in their allega-
ions of fund-raising impropriety.

Rep. Dan Burton, R.Ind,,
shairman of the House Govern-
aent Reform and Qversight Com-
wmitee, said Sunday he suspects
sideo tapes of White House cof-
ves and other meetings with
jonors may have been altered.
awrton noted  that  despite
squests rom Congress  last

e foroall documentation of
cvicnds at ook antil fast woeck

‘70(‘9

tor admimsteation officials w
come up with the tapes.

He said Congress will bring in
experts to examine the tapes,
including lip readers to interpret
conversations that are difficult to
hear.

Democrats also are pointing
Oingers ot Sen. Don Nickles, i
Oklbir, i vocal critic of their fusd
raisuy thclics,

Nivkles his said it may have
beet iomistitke Tor him to endorse
in a promotional video, TRIAD
Managcement Services, a political
consulting firm whose chients
have contributed thousands of
dollars to his political action comn-
mittee, the Tulsa World reported
Sunday.

Though company officials
have - denied it, Jim Jordan, a
spokesman for the Democrats on
the Senate Governmental Affairs
Committee, said it appears that
TRIAD directed clients who
already had given the legal limit
to a particular candidate to give
to specific PACs that would then
donate money ks that same candi-
date.

B NATION
. Thompsen suspends

fund-raising hearings

Washington

's hand was forced

* after Majority Leader Trent Lott

at year's end.
~ declined to push for the exten-

Lacking blockbuster revela-
- dons and unified support from

. his own party, Sen. Fred Thomp-

" son announced Friday he's sus-
finance abuse and will end the

Thompson
sion of time sought by the Ten-
nessee Republican. Thompson
left open the possibility that
hearings could resume if new
- information surfaces before the

~ pending hearings on campaign

_ investigation

Dec. 31 deadline.
F rRMANC)S

Gaping loopholes ensi:.

By Lance Guy
O Howard Nows Service C'(_

WASH!NGTON
k.unpdlgn finance scandals were ram-
pant in the 1996 elections. wail until
vou see; what's going 1o

000,

Loopholes are now so widespread that flood of unie,
and seeret money s already pouring inte campaigns in

- I you thought

happen in

election abuses in 200¢

25 1667 RINSIDE: Do
keep brakes ... -
action over cany.
finance issue.

Washingtu,.

post-Watergate reforms set up to alert voters to whuo iz v
miluence clections.

Pleasc see 2000 .

‘Everybody

Fund-raising favors
are nothing new

James Rowley p
THE ASSOCIATED PRESS - -~

WASHINGTON — A leadmg
Democratic senator takes
donors on a special tour of
Mount Rushmore. Ronald Rea-
gan is on tape making a pitch for
money in the White House. It
looks as if President Clinton,
with his coffees and Lincoln
Bedroom sleepovers, isn't the
only politician cultivating con-
tributors on public property.

It seems as if everybody
does it,

That was the defense that
former deputy White  Jlouse
chietf of staff Harold fckes
offered at Senate hearings this
week when he was grdicd alaoo
Democratic fund-rigaiioe
inthe 1996 campaign,

The political operatin, tas
cokes ran for Chnton was based

<o model establishoed by my
shlican predes e o7 and

falhie -

followed

To

Fa-e

well-¢stablished
Republican precedemy,”

bolster this defense.
Democratic operatives rooted
vt nine-year-old footage show-
g then-President Reagan talk:
mg o Kepublican donors in the
Reenn of the White THonse

oes It’

The Assochn
Ranger Bob Crisman applies caulk to a crack alop ..
Rushmore in this September photo. A report claims .
# fund-raiser, guests were escorted to the top ot
Washington's head.

thnse who worked in it “merely

the same pame.
Just  last
Demuoeratic

he said.

VI hike to lht‘ T
Rushmore \d.ln
s honve s

Members of Cone

SETHLER
Loesder
Daschle took S>3



Exhibit H

International Business Machines Corporation (“IBM")
IBM Response to Stockholder Proposal

2002 Proxy Statement

C:\Documents and Settings\Administrator\My Documents\§user2\DOCStxhibittabssecletterstockholderproposals.iwp
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A Letter

from
the Chairman

Fellow IBMers:

Every time I return from a visit to field or plant or lab locations
where I've had a thance to talk to some of you,

I bring back several pages of notes about your ideas

and suggestions for running the business better. Most of them,

I'm glad to say, turn out to be extremely useful, and IBM

is a healthier, stronger company because of the constructive

comments you give us.

Although I'm grateful that so many of your ideas are effective,

I'm not at all surprised, You're in daily contact with our customers,
with our suppliers, with the knotty problems in development

and production. You know what is going well, what is going badly,
and which small problems threaten to become big problems.
Naturally, we rely on you to tell us—through your manager,
through the Suggestion program, through SPEAK UP!

letters or through any other channel that seems appropriate,

the things we need to know about your job.

What concerns me is the possibility that not all of you are speaking
out as often as you should, CGur big problems, I have noticed,
usually started life as little problems that were not pushed upward
for the action they needed. '

In order to focus attention on such problems and to improve
communications in IBM generally, we are placing great emphasis

on employee-manager meetings. These are meetings

which every manager has been asked to hold with his people

at least four times a year. Their purpose is to enconrage you

ta bring your thoughts, problems and suggestions to your manager.
We hope that these meetings will stimulate a free exchange

of ideas. Qf course, not all of your ideas may work out.

But I hope you will recognize how important it is to keep suggesting
better ways of doing things. :

Your knowledge and experience are absolutely essential to making
this company grow. When you have something to' contribute,

tell your manager, enter a suggestion, write a SPEAK UP! letter,
or talk to anyone who seems appropriate. We're all listening.

e

TEa) witser Codven v g"gy;ggzcj)” Sl R US

= S Gzeeo € rer)! Z)%-LK &L~ 5l l::»—)//fé"c' Hﬂ
T heterd &2/ Timg (i y,;—,é_q/ Boewpel ([=F Br '
At St Do Bt et DERLa LSS /e A

’ritwj,wm l}sﬂar/m /‘r 1B 12 1 ds et et

|

cy—

Rfjr.’; L T el THE CHALWK A w4 toes
L EELEVEV /M oS :Jrlramrny DEDIAHTED Tt
Tew waThen T8, TB S Allegep “FELERs "
FOITEARN, Lawbolly, €ThCANY o Fdec 1ol
C’L‘:"‘* U=y A//)S, VeN at Tor i ATe 0 IBWi ll‘ED,
EBK e T30 BETrayed \SelieFs' BeThayew US
Cltmroally UMV ED WY Bra ), 7Hen STHASFED
S rn THE BACK, BRutally Busing my B 7T,
e Retuali 3¢ T8 M5 ickep PrnseteTio s FUS
o EXTREWS, T LS AdsVAO LY, ubpusForl
W oG igyly FIRED US FOR Prpss V&ERING v Pro
Patnig AueRical ROLE oF Laws rv SP, P oF T6N
WATSeLS CofRCIvE ULTimaTun Te Ge AloasG eiTH,
o; 3 ReEw AVD pisGan ceD Bz, TEuws %a racdr
6o Do (IS VARG ENT, RAVAGINMG § [2g ‘
Vs ofFodfl B §, HuA A~ LoysT aT:%opﬂF 52’5-2,
RIGHTS, DEFO2CED CS 0F EALMED RESo, 2LES g
Dve RECoUnsSE 76 CowsTiTullo o b REPUS TR TIO
Lue” Pracess pue RepiRess oF G eV sy
s Romless RETANATa ) A Gans ST uS Te The e kevLy
WanTen Ruihadron 0 Foup Lives ~Z8m Hedl on
epdlll - Fea Con FRONTING , 0 PPOSING  RaguinG
Vigoasusly ~viA ToW Piaescuhed Pascopuess -
Cllaplesls T WL AT30L S 0R ) Doan (o Recpl, ™,
Bettynd 8k s obew “Tap b pook , 4 veral,
EGo MMM ACAL TYRPITS CLESED Miwd L€, Ao
&3 To [fvimanifys DEWISE )= A Garws T ZBS
vy sew Pulous, ENTREVCHED WialiGLANT MIS -
PRrision 6F orGAuizeD, oup.&*ryfl-y gpuinl
B ARLATAN, BETRMAL, s iisati A )™ ARALG ATIC S,
IWSIDIouS AN ARCHY, 18- TBW Mo @ = FravivEnT
Boowdeg /e ' Swee THERT Dels "mppag € -
W el sTeefep /4 Tﬂu’/#)f@%s:f =i eDIeCa
aF " vulswrol Freopon moucﬂal7'(u.suc. 3
IBM wenlthasT an Welfped Ruuadé oF
PoLliheat Clost Gracley Puze Rl bt Poede p
ZEW §lonts " TAu Fhuw moyew Goveran el
ZBw okt Dowddos ¢ " anth Cops FiTuTior
Ablectsubsenvish &y Lo RLFIDI0rs 514 1N
AbJuitnto B 6EMIEC e To Smensc s =I5
DELOVILE, AZnou s D Iptent G 1o 209w rutbe-
wohoonl wulbsoy wewaly U Apsed, Vi
FAcT A EVIZIENCHED 10 T Envotulibes oF TOM
WASERs © Wb teaT wickeo Kess, Vit oS Vice
GrRIPE COUSHING viTALs 6F-endl puES -Unicle™
IAM , ERS0 U, $. EN3LAVED A1 Ds, ABETS, sy
SIDIZES | kimuriz £5 TOw T3 Bopacls oF Pul:
ITICAL SwpionPoterree o ETY 2 Mmipd, aaopn e Lntink
FBUMDING Dol ELS Kt 1PLES, Bulirs of o 2
AEGM LAWY, pHhom 4o RiGHTS, HUA AR Bet 168, |
Just1eE p movg orHeR wmTe i fal 1o Auensh,
ZBW = P (v AEbyal WooeY Panoce ) G/
CAMIT ResTiTule SELF o Fre, Cowin, Bepad
ewdlodees. Zou Gresn cree)-Gral THE Gord
Ao Rl 816 Sad Bucky owky THWC THaT
ErsfpES EVE‘/;}T%,JQ w Wedn Absetulely
EWBwELS TO EWIDISoR A556LuTeEly.
Y Sum’

AGSvep Venal T4 wi ¢ dain, Be HA0, wits A -
AGEWM EXT, SLoc p«; B¢ §lue BuggerS EVILEST
EWARRE, Dintelicn Ié@ PPesED 70 pari FEST TAOTH,
REAse B, JUSTICE  Criminr/aily Fuamep my Bam v,
5&57;‘:’0 My BQWT_ f{ﬂ-f‘?g fu ,r)_,{"g"_i_“.é'iu { /}:}1’55[(,_. Fro ) 68T
VS, ot bl s, Ay, FERL., T DESTRe D)
oOur LinFS TAFALTE . mad . e LA/

2

’

- —— .



o . I - wedE. . SE@-SEesEHa3 SE & Aa ol
o>_=w%:§E8 aly) [esauad uy pres uewom J - - m m D .m.w WM : mm g £ 3 m..m_m,.m @ W.m»m m ”ummm‘wm 8 B2 o e 73
-sajods ® ing ‘Anapoe Suwiseysmdar juad [ g - SO T - RS °C swisn D : T JARE UL N AR 3A1D:
oL SomosTp 6 pommoap Ausdinos [ D s BB A3l 508 mmmmm BEEEEZE2dag 2 S ES  oweowmoanh puon sump fus e
O D e L il B U 5] BEc By aidE gBsg3ngesgglpa, - Fhmha it s oy suo
~18af £q uomTn 00gs yads pey W oy o PO A R s d B 5 B wm,mmmm.mmmmm g8 SEsgBBappadi g oA ROWL LUDID BS DS 3
JO ‘S3Xeys J0 VORI 5 J9GLMY B 9SEYdMd :e5r0 TEH m.&.“mw,m H«rmeﬂ. I memew. e,e._bw,m“.m 8 G = m..mw,a i “SSa|SnY 313 JO (009 350] ATENPeLS I
-31 0} surejd Jaqojap U] padunouUs ._um.aE.wm_ L vty ke .mm BB o g i B m..m 8a gga Bt pum sgegr o Supmp sapueduwo uge:
1andwios ayy “Apusoed S0 "geer soms |l fsmmmhm Beab Sk m .nN_qemwwwmwmw wm.‘_m_wmmeumw fe8i i mmm w,m.mm.mﬁw%w 1930 PUE WG] JO S19SSE 2701} AUBULL
SaIeYS o Suldng uolNq 6'8cs Juads sey [ Y ..07 E AT RS .qwmm..,..m\,um» W.dmm»mmmmh‘mmw e HSST .m.% .,.mmu.mww‘..ﬁm wm pres ays 'sisak omy jsed Ay up saiIe
PPrys “dio) seuppaRy ssamsng feuop - anaﬁ . wno.w 1y .mmmvmwnmmmlm fngter i 816 & ‘_.Awm wmmm..‘e,,ﬂ&.“emm. "R.g Al -1l AISIaATUTL 0] PAjRUCD 8I9M SIBYI0 P
.mﬁmws St _sweidoxd pasumouue pajeid. Sw..w\emwrjmw M w.m,.mm-mwmwmj . .nam wm»mqmu. .m...m.‘a,.m .m. w X ‘.m.mmu 150] Udaq aABY pouad jByY} WO} SPIOD
.ﬁou [rem3a1 sey e aﬁano. m:Q.Y.ﬁWMM&ﬂ e&, ‘_,O. &m‘qu m.,.w,,mw B o b v@wwm mmm & M h.;&na. mmu 83} jJo Atreunt pres ustiomsayods gy uy
o pue aouIPsuUY s YAt ety 1T mw..n g M zed . eumewmm i er.,.m..m.MMmmﬁ” B .”u.w ..us.:_,w,n.mu". 3 - : “ISNE30[0H 3}
g Nsamm In ann o ene YD T - o m mo.,M.w i .ﬂ..mr‘,%m.m 3 .aM mwmom Bm.e.m i~ fmil =5 PRZRIEIA JAR] 3I3M OUM SIULIOUTW 13
R L T L itk SR AL EwER dUE S bR REARE BIR9,  puo swor o prv Anuaps padiod 1o
=5 ; B3 O, ey s P e _ RS A Uj S3STISU3D pajle)ap uj jus
,‘,ym ) ..w. mm.. g H.M.u.‘.m 230 T"2104 o J0 %87 108 [esodoid o1 “Teak 15T " J0 PO ® 998 £99K0]dud Bres Wl 38 > mwewq“q%mﬁ%wz mﬁévwﬁu:w saare
2. (Bt S E g 8. m... } - i-suopsuad pio pue Man a1} UaMIaq IO, ..qof ST WY 3ABI U0 ARUALIND AAUWIONB - yooq i sKes ys0d ST "SIH2IUOD S}T S0
UDEE . Be8m S - m m..m _'g soafodua -Supald see] N Aq pasod ri1vgA ‘uojBuplng Yinos B 'SBY SIMEBL -in  gm 1o yooq aip azpdugnd pmod §) uay
.Dx gt o SARAE g mn.v...m S g M7= _g1d uopnjosal B U0 3304 [[I4 SIAp{OYRIEY e A grard payoday s 8u :
4 p syi,m.”b.mu_...l_m. ‘8 ,mw m- Sl e e to- | [enUUB S, Ndl IV o eoon. et M. i Nl o Aupopnsal odrequia e lapun yoog o
m A e -4 Sl =] dmrm%.mw Nw orgFE] ¥2 THC a.»nomwnuo._s fen NEL WY pajsooq B “1eyIEW Jooys Juisy oy Aq I pauyuwexs 3 pres sod aqi, ‘IO Ie PHO,
M.U.,u”w a- ..,‘m“..o...am‘m..m‘.,m. B8O rgia )y ED e Y5104 J3PIOYATBYS O .-pafanj ‘snjdms punj-uojsuad 8,44l ‘s3jued - pue [JRIS] U0 A[3AISUSIXE UINUM St
O B Se SR B AGER BOS S| sl nare wyus . Suone1ato SSaUISNA - i) samo Aeus 18 SY., anidIms punj uojs ;- OUA ‘SRS UIADG AQ ,ISNEIOI0H 511 DU
3 e qwma P b u\m..a_ : m@,.,mh Sw uﬂwu $1£T3uTpIo, " PISSAIPPE ; UONN[0SAI M) YO i yad wody yyoud apnt Supunoose Suppnjony - WL Paied si jooq a1y 3504 uodufyse,
¥ *m S oum..v..m.....n.v.._,. RO e g O usImATy s AL R pa21d8 OFS AUL - you sioperado Auedwod jeel woyy jgosd , | SAPPUNS U AppJe ue 0] 3WpIoddY
v‘..m T 88 g, m.mw. m...mmc_ 210 S - 'punj UOIsudd SI . Kq paupmiIayep 3q UopEsuaduied 2anpuad NOOG S WIS 3,UPERY 3 18] pUB WMol
% &z = mm a 2 SR E8>Edpy a2R | Supiedalsuolemial aMSOpRSp pue 30 i gy aapnoaxa aimnd,, 7R PaImbal aavy - 3uo] usdq SEY SAUTYDRW o1 JO asn ayf} pui
WJ .*...m,«m‘ B i m,.v. .m.w ..m..e,m.“.& 23E% & @0’ -JUnod0u [eJapa] SMOM0] AT 181} P3PDR - ninom jeq) uopnjosal e pazosuods saafold ¢ WET ‘211s g TewIay s3f uo Supisod € Uy’
lb‘.c,.. l.?nW- . .lurb nU.Unm nwmhy.nJA f&rﬂ - w .u“ﬁw .W.ﬂ_aﬂﬂ.—“ﬁa ﬁ&ﬂhda uo Mﬂﬂunﬂﬁ._ itk ﬂs §0.— HO a—E » kﬂﬁh ﬁé ‘ ...‘ eHH hdg Q—Hﬁg Mﬂgﬁ muNﬁz al
L Ol s e B 2% Lemding oy pres aus ...Emm._ﬁ UAO IR T e i souBpeq-uses Aq pasn juatidmba pasuadl] JUN UBULIS
e T o= 3 A el g 8T =1 B ] £ : . ’ . T J ,
S| 4RSS AR TR4EET| MmO o v B |
SR Bl St 88685 |7 i-3rs o) enupuoo o) see "y J0f Bujpeay ) U WS AuRdwod VAN HUOULY 3 18- 1 yeng pevopenteiul—x'N ‘INOWYV
i d g8, BE oS BT E S G H ena, 517 pres wemoasoxods ey wy 7 NS SIONNZIN0D 8RR A SAARA 4o3so0dau Jfoas TeRERO[ LS TV 0 A
e R R R L e AT sy LA S P
L tAGIeY EE B m WMB.W =-2- @8R 'ser] AW Auedmeo 2 Jo Mo Lsuow - JEH syyod Supemored uj spumy wopsuad e eFd
i m MM N mw......r.,,m ﬁmml.wmﬁ.‘mw ‘25| - "tazom o) weo Aoy 08 syjoud Jedre; ajesa: - S} O SUES Jupnpuy Woxy “dio seuyd - mOﬂEU&E Jo OmD TZeN
R E) 538 m.s. mhm B ES'S 2 | I-uas o) osn Aot ‘sipjsuaq uojsirad yno-::-E] Ssaupsng [enopenssiul paddors aaey - : ) '
s B s lzd 583 m.m xt > A, _.‘m .m\m "G 7} 10y JApUAOU] UB 3ABY SIAQINIAXI ‘MMOLI T pOA- 1B UORN[0SAI IAPIOYAIEYS pasod .- mgﬂ. HOQQ‘m #Oom wﬁ
b el ! .mm mm.m d.ﬂ...m“m.m.mm @a .5 | igod o) pop s UORBSUAWOD JA[NI ' -0id B UAOP PILI UOJSSTUILIO) afueyy - .
mu. X |2 1 E H £d m.ﬂ v...e,u ..ws....mww,m ..m._ - 1-Xa pue ‘s1301d Uy papnjouf 8| SNIAMS 3Y) .- -xH pure $APUNISS SYUL-NOLONIHSVA = . .m”— S3S1 HQQ
i):! mnm ...W.Ew. v..mmﬁpm.rm..w m‘.mu m.ﬂm ) 1JO 11013 aSNBIIQ 181} PIes I TISAIRNUY . - ops0day fforg TYNRNCT LIFLS TV D A © mm m . d\ Em
) A lZE] BE5EE R PR 2,59 & s1op|OyaIe IAA 9[1eg ut oe g
. < |y . - -y o BT e -t Tt em- 4 4 * : , ’
‘Juspiyys siow suonerado Suyy 1oy - -yoes Furpraoad 4q - - syqSy wewny jo ston, - sB yons sosned 03 0F pmom o5ed WG] oW Il Jepy PHOAY SULNP JONPuOd sy UK
-gjols poe Kyuewmy jsureSe sawmd Jo dois i

jew oy sizeN o1y 3unqeus s1030B] .muw.
1om JNEL AQ NG SSUMOEIN . pres-yound

Bajje 3] smpoojoly Ay puv Wal pIp
1 SU*yoB|g UIMpPY JAYoIeasal paseq-uoiduy -

IsepM £q ‘§o0q 94i "103fqns o3 1o joog

Jo ased[ar o) YIMM SIPIOUIOD 3INS YL
. - 'saflajje yms oy, opp°

38 pue uonmosssiad aje[IOB] 03 pesnh &

nos mauy N IS puk spnpoid ‘A3ojou -

-STIUIo0 Ay Ul pojedianted A[snoosuoo Jo

pajsisse ‘papa ‘pajuaniojdun vsn N,
“p1es pjaJsneHy ,;'seoljdoscs

- S1aM ogm os[e 1nq ‘siojenediad Jofemi sy

- ‘a1am OUM A[UO JOU SUILISSP O] 1SNBS0jol

55303 o) -

‘Ul poprEme £ouow Aue pres pajsney
*palouoy ),ualam e1p) sopyjod sonemsT-pey

10 SIAE|S'SB Pasn o1 'siunooow jueq 150
oym 2501) BUIpNjoul ‘SIOAIAIMS 110] UONES

- -yaduzoo 398 03 sannue shousA Jsurede sesk

.9y uadoal pus jisiasl sz op 0} pardunie -

QFAB['OM JRYA ‘9P JO 95IN0OD Y} 13AQ),,
"sjynure(d 03 J0u pue UOREINPI ISNBIOJOH

U001, UL Pl SUZOP SMO[[O] IMS SYL
" . 'pres ppajsney ‘Aouow Q61 W UoTw
. 0% 18 PAIBWNSS U3RQ 9ABY SUTES T
Q) Ul JaAME] peo[ ‘PlAJSEH [PBYOIA pres

yong ‘osey -

.sured wanos-[ Aue,, Aed pue sdamy:
sn usdo o} JNE] 2010] 0 §¥935 NS Y
‘sdmres qyeap ZeN] Ul pasn aq 0} Saty:
§)1 Summole Aq  Amewmy jsujede s
ul ued joor NGl jueld 1ondwod g
safaj[e imsme] v — NOLONIHSYM

190 NJm 1y N.k 18] 888.d PBIBFOOS

Neuj[ep eujpned i

sdured ypeap ZeN] pajsIsse sourgorwt A/ 93¢ Hns 0o



AtTpethutet () 12 HL. Q/w/mJ‘JJ L:.—n"cm.

" ton, Ohlo; un- [ 3

Clinton~featured a tortured deconstruc-
tion of the verd o be. The landmark busi-
ness'iidal—of Bill Gates's Microsolt Corp.
on aniltrust charges—has yet to become
‘quite 0 picayune. But a strikingly similar
_case naarly balf a century ago turned on a

R definitional matter just slightly more sub-
--stantives and Mr. Gates might profit by the

example, - -

;.. 'Tha - 'modern computer industry. is

largely the legacy of the two Thomas Wal-

Manager’s Journal
St By HW. Brands

§ MAY 24, 1999

' sONS. Wntson Sr. learned business ma-

chines from John Patterson, the autocrat
of the National Cash Register Co. With Pat-
terson apd “the Cash,” Watson also
learned to despise and distrust govern-

" ment regulators, who in 1913 convicted him
.on criminal charges of unfair competition.
~-Watson avoided prison after he and Patter-

son made heroes of themselves doing relief
work during ‘

a2 flood In |
NCR's home-
town of Day- b,

der tte cin |

cumstances,

the-stute at--|,

torney gen- |
eral declined &I 23

to pursue the case when an appeals court

. ordered a retrial.

-But Watson never forgot the expen
ence, and he vowed never to yield to the
regulators. Decades later, in Decemper
.1952, the antitrusters came after Watson
‘again. This time he was the head man and
the company was IBM, which held the
"Hon's share of the market for business ma-
chines. Watson was a highly visible backer
of President-elect Eisenhower, and he was
convinced the antitrust sult was political
reveng? by the lame-duck Democratic Jus
tice Department, in league with IBM’s
competitors. Unrepentantly indignant,
Watson took: out full-page ads in the na-
tion's newspdpers, defending IBM's con-
duct as vigorous but fullv within 1he
bound: of law.

Watson would have fought the Justice
Department all the way. to the Supreme
Court were it not for the interposition of his
son. Thomas Watson Jr. did not get along
well with his father. Their shouting
matches echoed down company corridors,
and across the tarmac at an airport one
memorable day when the son screamed in
front of several witnesses, “Goddamn you,
old man! Can't you ever leave me alone?”
More to the point of the antitrust lawsuit,
the younger Watson wanted IBM to liqui-
date its tegal problems, which rentered on
the older technology of punch cards, and

- free jlself Lo pursue the emerging technol-

ogry of electronic computers.

. Walson Jr. believed his father was too
emotionally invested in the contest with
Justice. “The terrible trauma of getting
sentenced to jail for antitrust violations
when he was at the Cash never really

_passed for Dad,” he recalled in his memoir,
»published in 1990, three years before his

death. "Thirty-five years had gone by, but

. it was like a raw wound to his sell-respect.”

The son also thought his father fundamen-

.tally misunderstood the basis for the Jus-

tice Department prosecution. “The thing -
Dad could never accept about monopoly
law is that you don't have to do anything
wrong to be in the wrong.”

This was the younger Watson's insight,
It wotld not have stood up in court; like Mi-
crosoft today, IBM was charged with acts
of commission, not of mere existence. Yet'
the distinction was crucial in two respects.
Like Microsoft, IBM was being prosecuted
for actions that would have raised no an-
titrust eyebrows had the company not been
the overwhelming force in its industry
{IBM controlled 90% of the market for
punch-card machines), Watson Sr. main-
tained that the rules should be no different
for IBM than for everyone else. Watson Jr.
contended that whatever the rules should
be, they were what they were,

The second aspect of Junior's distine-
tion between being and doing was less legal
than psychological. By putting the onus on
the wrongheaded legislators who drafted
the punitive antitrust law, Junior provided
his father a graceful way to accept his
son's larger argument; that in an industry
changing as fast ag IBM's, the company
could not atford the distraction of a lung
lawsuit. Better to settle and get about the
husiness of electronic computers. Watson
Sr., who rightly viewed IBM as his cre- -
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v.iWhat Gates Can Learn From IBM’s Watsons

" Ehe sénsauonal political trial of this fin
“de sicle—the impeachment ol President

ation, took the govemment’s allegations
personally; Watson Jr., more defached
and objective, saw the suit simply as a cost
of doing business, and a settlement as Lhe '
best way to minimize that cost. ’

The elder Watson eventually allowed.
himself to' be persuaded. IBM settled 'and
went on to dominate electronic computers
as it had dominated punchcards. - -

With the Microsoft trial in recess until
next week, rumors abound of a possible set-
tlement, If Mr. Gates, who by all evidence
is as convinced of Microsoft's innocence as
Watson Sr. was of IBM's, is looking for
credible cover, he might wish to adopt Wat- -
son Jr.'s distinction between doing wrong
and being in the wrong. This would allow
Microsoft to retreat with flags flying, and
let Mr. Gates get back to his primary job:
seeing that the Internet and other new tech-
nologies don’t do to Microsoft what elec-
tronic computers did to punch cards,

Argentina Becejves

Money From Sunss
In IBM Bribe Case -

‘ Juge 7.1!91

BER.N Switzeriand (AP)-Switzerland
has handed over to Argentina $4.5 million’
of suspected bribe money frozen in Geneva
bank accounts, the Federal Police Otﬁce g
said yesterday.

The funds were suspected to . have
been used by IBM Argentina to bribe offi-::
clals from the state-owned Banco de la
Nacion in order to 1and a substantial.com--
cputerization contract, a statement from
the office sald. In' Magch 1008, the office
passed to Argentina bank documents and
written testimonies linked to ‘the -affalr,’”
-complled by a Geneva mvesugawxg mug-’
istrate

" The money, ‘released on Mondny. wlll
be made available to Argentina’s judicial;
system and was transferred with the per-
mission of the account holders, ‘

The scandal erupted {n 1995; when In- -
ternational Business Machines Corp. was.
“suspected of paying some $10 millign: in’
‘bribes In order to secure ms@ “militon-,
contract to computerizé thh 5 branches
of Banco de la- Naclop: country's-
largest bank. Some-$8 million .was al-
legedly pald into two bank ,necoums ln
Geneva, S R

Argentina had first mquestqd Swttzer
land's help in its fraud and’ corruption in+
vestigation in September 1995.: In' Fehru-.
ary, Switzerland's Supreme-Court fejected
an appeal from the account hpjders'agafiist.
Switzerland giving legal asslstance fo Ar-:

- gentina. o,
In May 1998, 10 people were indicted on
charges of bnbexy in connection with thé

case. They included former Banco de 1a
Nacion President Aldo Dadone, former
IBM Argentina President Ricardo Mar-
torana and Juan Carlos Cattaneo, a for-
}ner aide to the Argcntine presidential of-
ice

TRM dorlinad tn rammont vacterday
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Exhibit __ L.

International Business Machines Corporation (“1BM")
IBM Response to Stockholder Proposal

2002 Proxy Statement

C:\Documents and Settings\Administrator\My Documents\Suser2\DOCSexhibittabssecletterstockholderproposals.lwp
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