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Dear Mr. Wirtz:

This is in response to your letters dated December 10, 2001 and January 7, 2002
concerning the shareholder proposal submitted to SBC by Arnold Fischer and Julia Fischer.
We also have received a letter from the proponents dated December 28, 2001. Our
response is attached to the enclosed photocopy of your correspondence. By doing this, we
avoid having to recite or summarize the facts set forth in the correspondence. Copies of all
the correspondence will also be provided to the proponents.

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)

cc: Arnold Fischer, Trustee
Julia Fischer, Trustee
Fischer Family Trust
1610 West 10™ Street
Sedalia, MO 65301-5213
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Assistant General Counsel 175 E. Houston Street
2nd Floor
e San Antonio, Texas 78205
- Phone 210 351-3736
Fax 210 351-3467

Ty 1934 Act/Rule 14a-8

December 10, 2001

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
450 Fifth Street, N.W.

Washington, DC 20549

Re:  SBC Communications Inc. 2002 Annual Meeting
Shareholder Proposal of Arnold Fischer and Julia Fischer

Dear Gentlemen:

This statement and the material enclosed herewith are submitted on behalf of SBC
Communications Inc. ("SBC") pursuant to Rule 14a-8(j) under the Securities Exchange Act of
1934, as amended. SBC has received a shareholder proposal from Arnold Fischer and Julia
Fischer for inclusion in SBC's 2002 proxy materials. For the reasons stated below, SBC intends
to omit the proposal from its 2002 proxy statement.

Pursuant to Rule 14a-8(j), enclosed are six copies each of: SBC's cover letter to the
proponents, this statement, the proponents' letter submitting the proposal, correspondence from
SBC to the proponents, and subsequent correspondence from the proponents to SBC. A copy of
this letter and related cover letter are being mailed concurrently to the proponents to advise them
of SBC's intention to omit the proposal from its proxy materials for the 2002 Annual Meeting.

The Proposal

On November 7, 2001, SBC received a letter from the proponents, part of which reads as
follows:

... Resolved, that the SBC Board of Directors direct its Finance/Pension Committee to
implement a policy which would provide percentage increases in pension benefits to SBC
Pension Benefit Plan recipients who now or in the future would receive monthly
annuitized benefits and in such percentages at such times as Social Security retiree
recipients receive benefit increases, and

Be it further resolved, that said percentage benefit increases will be provided so long as
the financial stability of the SBC Pension Benefit Plan is not severely threatened as a




Securities and Exchange Commission
December 10, 2001
Page 2

result of said increase; and

Be it finally resolved, that said policy would permit a deferral of said monthly pension
benefit increases only if the financial stability of the Fund would be thereby seriously
threatened as evidenced by an outside independent audit report reflecting that the
providing of such benefit increase could lead to the insolvency of the SBC Pension
Benefit Plan.

Reasons the Proposal May be Omitted from the Proxy Statement

It is my opinion, after review of applicable law and such other documents as I deemed
necessary, that the proposal may be omitted from SBC'’s proxy statement for the reasons stated
below.

Pursuant to Rules 14a-8(b)(1) and 14a-8(f): The proponent fails to follow one of the eligibility
or procedural requirements for submitting a shareholder proposal.

As noted above, SBC received the proposal from the proponents on November 7, 2001, for
submission at the 2002 Annual Meeting. SBC has found no record of proponents as shareholders.
In a letter dated November 13, 2001, SBC notified the proponents that to submit a proposal, a
shareholder must be the beneficial owner of at least $2,000 in market value of SBC stock and must
have continuously owned these shares for at least one year prior to submitting the proposal. In
accordance with Rules 14a-8(b) and (f), SBC requested that they submit documentation in the form
of a written statement from the “record” holder verifying that, at the time they submitted the
proposal, they had held the required number of shares for at least one year.

The Fischers replied, in a letter dated November 23, 2001, by submitting copies of the
following: (1) a brokerage statement from Edward Jones for the period of September 29, 2001 to
October 26, 2001, showing that Arnold Fischer and Julia Fischer, as trustees of the Fischer
Family Trust, jointly held 1,104 SBC Shares; (2) two statements from Third National Bank
showing that Arnold Fischer acquired 250 SBC shares on November 4, 1994, and 250 SBC
shares on November 11, 1994; and (3) a statement from an unidentified source showing that
Arnold Fischer and Julia Fischer moved 1,014 SBC Shares on October 15, 2001 to an unknown
destination. All of the statements had different account numbers. To date, the Fischers have
provided no other information.

At most, these documents show that Arnold Fischer held 500 SBC shares in November
1994 and that the Fischer Family Trust held 1,014 SBC shares in October 2001. It is impossible
to confirm from these documents that the proponents have complied with the continuous one
year holding period of Rule 14a-8(b)(1). For example, Mr. Fischer could have sold his SBC
shares at any time after November 1994, which would not be shown on the other statement.




Securities and Exchange Commission
December 10, 2001
Page 3

Similarly, the statement from Edward Jones simply states that the trust holds SBC shares in
October 2001, but does not reflect their acquisition date. Moreover, the unidentified statement is
of little value because it simply shows that 1,104 SBC shares were moved, but does not show to
what account the shares were moved. Not only do these documents fail to show “continuous”
ownership, they do not even show the proponents held any shares on October 28, the date they
submitted their proposal.

Rule 14a-8(b)(1) requires that the proponent “continuously” hold the shares for at least
one year by the date the proposal is submitted. Where the proponent is not a record holder,
Rule 14a-8(b)(2) specifically requires a verification from the record holder to the effect that the
proponent beneficially owns the shares and has complied with the one year holding period. Upon
notification of this requirement, the shareholder must supply the information within 14 days of
the request by the issuer under Rule 14a-8(f). Although the proponents were timely notified of
this deficiency by SBC, they have failed to comply with the rule.

The Staff recently addressed similar situations in SBC Communications Inc.
(December 14, 1999) and Bell Atlantic Corporation (July 21, 1999). In each case, the proponent
sent copies of his brokerage statements showing his ownership at the beginning and end of the
one year period. The brokerage statements did not show that the proponent had held the
securities “without interruption for the entire year.” The Staff agreed, stating in each case:
“[TThe proponent appears to have failed to supply documentary support sufficiently evidencing
that he satisfied the minimum ownership requirement for the one year period required by Rule
14a-8(b).” The Staff has consistently concluded that a registrant may properly exclude a
proposal from a proponent who fails to follow one of the eligibility or procedural requirements
for submitting a shareholder proposal. See Oracle Corporation (June 22, 2001) and Sierra
Health Services (March 16, 2001), each of which had proposals submitted by proponents who
submitted "snapshots" of their ownership at different times without providing evidence of
"continuous" ownership and were properly excludable.

Therefore, in my opinion, the proposal is properly excludable from SBC’s proxy
materials under Rule 14a-8(f).

Pursuant to Rule 14a-8(i)(7): The proposal deals with a matter relating to the company's
ordinary business operations.

Under Rule 14a-8(i)(7), a registrant may omit a proposal if "the proposal deals with a
matter relating to the company's ordinary business operations." In its Release No. 34-40018
(June 29, 1998), the SEC stated the policy underlying this provision: "The general underlying
policy of this exclusion is consistent with the policy of most state corporate laws: to confine the
resolution of ordinary business problems to management and the board of directors, since it is
impracticable for shareholders to decide how to solve such problems at an annual shareholders
meeting."
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As noted above, the Fischer's proposal relates to SBC's Board of Directors implementing
a policy that would increase the benefits payable to SBC's management and nonmanagement
employees under its pension plan. The plan that the proponents seek to affect is a traditional
pension plan, the administration of which is part of the ordinary business operations of the
company. It is not appropriate, nor is it even feasible, to have the shareholders involved in
mundane issues relating to employee compensation; it is simply one of the ordinary tasks
necessary to operate the business.

The Staff has consistently concluded that proposals concerning employment practices and
policies for the general workforce relate to the ordinary business of the registrant. More
specifically, the staff has long held the position that pension benefits for employees are a general
compensation matter relating to the registrant's ordinary business operations and, therefore, are
properly excludable under Rule 14a-8(1)(7). See DTE Energy Company (January 22, 2001),
International Business Machines Corporation (January 2, 2001, and December 30, 1999), Avery
Dennison Corporation (November 29, 1999), Bell Atlantic Corporation (October 18, 1999),
United Technologies Corporation (January 25, 1999), General Electric Company (January 25,
1999), and CIGNA Corporation (December 21, 1998), all of which had proposals to provide cost
of living adjustments to pension benefits that were excludable because they were related to
employment matters of the registrant).

Therefore, in my opinion, the proposal is properly excludable from SBC's proxy materials
under Rule 14a-8(i)(7).

* * *

Consistent with the views of the Staff in the foregoing letter and release, it is my opinion
that SBC may omit the proposal from its proxy materials for its 2002 Annual Meeting under
Rule 14a-8.

Please acknowledge receipt of this letter by date-stamping and returning the extra
enclosed copy of this letter in the enclosed, self-addressed envelope.

Sincerely,

ww)wdw

Enclosures

cc:  Arnold Fischer
Julia Fischer




October 28, 2001

RECEIVED

VIA CERTIFIED MAIL - RETURN RECEIPT REQUESTED U v 72001
Vice President and Secretary of SBC CCRPORATE
Attention: Judith M. Sahm SEC ET Y'S OFFICE

175 East Houston
San Antonio, TX 78205

Re:  Shareowner Proposal and Resolution Pertaining to Increases in Pension Benefits for
Current and Future Retired Employees

Dear Ms. Sahm:

Attached herewith is a Shareowner Proposal and Resolution pertaining to the SBC Pension Benefit
Plan. This proposal would establish a procedure for annual pension benefit increases whenever

financially feasible equal to the social security benefit increase provided to social security retiree
recipients.

The purpose of this proposal is to ensure that SBC retirees are provided a dignified and respectable
retirement which is not eroded over the years by inflation. This resolution not only benefits those
retirees, but also would substantially increase morale for current employees who are looking forward

to a fair and equitable retirement from SBC.

It is furthermore my desire to have this resolution personally presented at the Annual Meeting.
Please advise as to the procedures for accomplishing this goal.

If you have any questions about this resolution, or if further changes need to be made, please advise.
Otherwise, this correspondence with attached resolution constitutes our Shareowner Proposal for the
next annual meeting.

Very truly yours,

/47/7//‘@/ b fsehard /M%%/g///fc[«’m
Julia M. Fischar 1 EES ., Fad

/7/. (Daﬁ(/ %W/'??7 S or

% S bry /’aﬂvn /7 fﬁl/ff
/(//ﬂ/’///f '\_,
Sedglia Ao bs30/~IR]3

LGl . SRT- 0974



SHAREOWNER PROPOSAL

WHEREAS, it is evident that the current SBC Pension Benefit Plan provides no schedule or
goal for periodic increases in pension benetits to reflect inflation: and

WHEREAS, the federal government provides whenever economically feasible, for periodic
increases in retiree Social Security benefits to permit recipients to cope with inflation; and

WHEREAS, it is a benefit not only to current retirees, but also to employees who intend to
retire from SBC to have a pension benefit which reflects, at least to the extent that Social Security
reflects, increases in inflation: and

WHEREAS, it is the intent of this Resolution to provide for such increases only if
economically fe;sible:

NOW THEREFORE. BE IT RESOLVED, that the SBC Board of Directors direct its
Finance/Pension Committee to implement a policy which would provide percentage increases in
pension benefits to SBC Pension Benefit Plan recipients who now or in the future would receive
monthly annuitized benefits and in such percentages at such times as Social Security retiree
recipients receive benefit increases: and

BE IT FURTHER RESOLVED, that said percentage benefit increases will be provided so
long as the financial stability of the SBC Pension Benefit Plan is not severely threatened as a result
of said increase; and

BE IT FINALLY RESOLVED, that said policy would permit a deferral of said monthly
pension benefit increases only if the financial stability of the Fund would be thereby senously
threatened as evidenced by an outside independent audit report reflecting that the providing of such
benefit increase could lead to the insolvency of the SBC Pension Benefit Plan.

/fmz/ p Feehec
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SHARFOWNER’S SUPPORTING STATEMENT

The SBC Pension Fund is well funded. Investment earnings generated by the
Pension Fund have resulted in the fund becoming “self-sustaining” many years
ago. At last report (December 2000 Summary Annual Report), the value of the
Pension Fund Assets, after subtracting liabilities, was $20,224,506,000.

Senior management has made it a habit in recent years to use monies from the
Pension Fund for extremely lucrative buy-outs and retirement incentives for
management personnel. Conversely, non-management retirees have had to
continue to eke out a meager existence because they rarely receive any financial
assistance in the way of pension increases. In fact, these non-management retirees
have received only five small pension increases since December 31, 1983. Since
that time, inflation has risen well over 60%. When compared to inflation, or, the
largess management employees have received, these five increases are minuscule.

The retired working men and women built this Company into what it is today.
During their working years, these former employees had a voice through their
labor union, the Communications Workers of America. Today, they have no such
voice because labor unions do not have legal right to negotiate for retirees. These
retirees, are for all intents and purposes, without voice and on their own.

Inflation is constantly eroding the limited purchasing power of retirees pension
dollars. Providing an annual increase, based on C.P.1. increases the preceding year,
will at least lessen the bite. Again, the Pension Fund is well funded and can absorb
these proposed increases. The Pension Fund is self-sustaining - no monies from
corporate earnings have been contributed into the fund for many years. These
retired non-management employees served the Company, its customers and
shareowners well during their many years of loyal employment. Its time SBC
recognized these non-management retirees and the contributions they made by
msuring a more dignified retirement.




Corporate Manager 175 E. Houston Street, 2nd Floor
SEC Compliance San Antonio, Texas 78205
Phone 210 351-3407
Fax 210 551-3467
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November 13, 2001

Via Certified Mail

Return Receipt Requested

Mr. Arnold B. Fischer, Trustee
Ms. Julia M. Fischer, Trustee
Fischer Family Trust

1610 West 10% Street

Sedalia, MO 65301-5213

Dear Mr. and Ms. Fischer:

On November 7, 2001, we received your letter dated October 28, 2001, submuitting a
shareowner proposal for inclusion in SBC’s 2002 Proxy Statement. We are currently reviewing
your proposal to determine if it is appropriate for inclusion in our 2002 Proxy Statement.

Under the rules of the Securities and Exchange Commission (“SEC”), in order to be
eligible to submit a shareowner proposal, a shareowner must: (a) be the record or beneficial
owner of at least $2,000 in market value of SBC’s common stock at the time a proposal is
submitted. and (b) have continuously owned these shares for at least one year prior to submitting
the proposal and continue to hold those shares through the date of the Annual Meeting.
Therefore, in accordance with the rules of the SEC, please provide us with documentary support
that you meet each of the above-mentioned requirements. For shares held by your broker, the
broker must provide us with a written statement as to when the shares were purchased and that
you have continuously heid the minimum number of shares for the one year period. You must
provide the documentation within 14 days of your receipt of this letter.

In addition, your proposal and supporting statement exceed the 500 word limit permitted
by the SEC, and must be revised. You must provide the revised proposal and supporting
statement within 14 days of your receipt of this letter.

Also, please confirm that you or your qualified representative will be present at the 2002
Annual Meeting in order to present your proposal. If the proposal is not introduced at the
meeting, it will not be voted upon. The date and location for the 2002 Annual Meeting of
Shareowners will be provided to vou at a later date.

Sincerely,

% //.Qaaﬁ&;
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Nancy H. Justice

SBC Communications, Inc.
175 East Houston Street
San Antonio, TX 78205

Dear Ms. Justice:

I am in receipt of your letter dated November 13, 2001, received on
November 15, 2001.

I have enclosed documentation of ownership of SBC Shares and a
revised proposal of less than 500 words. I or my representative will be
present at the shareholder’s meeting to enter the proposal.

Arnold B. Fischer Julia M. Fischer

(Dovieef) ) Evcehir Gt 1 Fiihe!




SHAREOWNER PROPOSAL

WHEREAS, itis evident that the current SBC Pension Benefit Plan provides no schedule or
goai for periodic increases in pension benefits to reflect inflation; and

WHEREAS, the federal government provides whenever economically feasible, for periodic
increases in retiree Social Security benefits to permit recipients to cope with inflation; and

WHEREAS, it is a benefit not only to current retirees, but also to employees who intend to
retire from SBC to have a pension benefit which reflects, at least to the extent that Social Sec'uﬁty :
reflects, increases in inflation; and

WHEREAS, it is the intent of this Resolution to provide.for such, increases only if
economicaily feasible;

NOW THEREFORE, BE IT RESOLVED, that the SBC Board of Directors direct its
Finance/Pension Committee to implement a policy which would provide percentage increasesin
pension benefits to SBC Pension Benefit Plan recipients who naw or in the future would receive
monthly annuitized benefits and in such percentages at such times as Social Security retiree
recipients receive benefit increases; and

BE IT FURTHER RESOLVED, that said percentage benefitiincreases will.be providedso .- . -
long as the ﬁnax;cial stability of the SBC Pension Benefit Plan is not severely threatened as a result
of.said increase; and

BE IT FINALLY RESOLVED, that said policy would permit a deferral of said monthly
pension benefit increases only if the financial stability of the Fund would be thereby seriously
threatened as evidenced by an outside independent audit report reflecting that the providing of such

benefit increase could lead to the insolvency of the SBC Pension Benefit Plan.

(signed) Arnold B. Flscherdwifm/

(signed) Julia M. Fischer W‘yt/( ;W
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SUPPORTING STATEMENT

The SBC Pension Fund is well funded. Earnings from investments made the fund
"self-sustaining" many years ago. At last report the value of the Pension

Fund Assets, less liabilities, was $20,224,506,000.

In recent years, Senior management has used Pension Fund Monies for the fucrative
buy-outs and retirement incentives for management personnel. Conversely, non-
management retirees continue to eke out a meager existence because they rarely receive
any financial assistance in the way of pension increases. Only five small pension
increases have been granted since December 31,1983 while inflation has risen over 60%.
Compared to inflation, or the largess management employees have received, these five

increases are miniscule.

These retired working men and women built this Company into what it is today. During
their working years they had a voice through their labor union. Today, they have no

voice. Labor unions do not have legal right to negotiate for retirees.

Inflation constantly erodes the limited purchasing power of pension dollars. Providing an
annual increase will lessen the bite. The Pension Fund can absorb these proposed
increases. The Fund is self-sustaining. No monies from corporate earnings have been
contributed into the fund for many years. These retired non-management employees
served the Company, its customers and shareowners well during their years of
employment. It's time SBC recognized these non-management retirees and their
contributions by insuring a more dignified retirement.

foral 8 #ocachio
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PLEASE RESPOND TO ST. LOUIS OFFICE

December 28, 2001

VIA CERTIFIED MAIL - RETURN RECEIPT REQUESTED
Office of Chief Counsel

Division of Corporate Finance

Securities and Exchange Commission

450 Fifth Street, N.-W.

Washington, D.C. 20549

Re:  SBC Communications, Inc. 2002 Annual Meeting
Shareholder Proposal of Arnold Fischer and Julia Fischer

Dear Sir:

This letter is in response and opposition to the December 10, 2001, correspondence transmitted to
your office by SBC Communications, Inc., a copy of which is attached as Exhibit A. Citing Rule
14a-8(j) of the Securities Exchange Act of 1934, as amended. Enclosed are an original and six
copies of said correspondence. The first contention contained in the SBC letter refers to Rule 14a-
8(b)(1) and 14a-8(f). SBC erroneously contends that “the proponent fails to follow one of the
eligibility procedural requirements for submitting a shareholder proposal.” This is not true.
Proponents are shareholders of SBC and have owned at least $2,000.00 in market value of SBC
stock for years. Mr. Fischer has provided a Statement of his continuous ownership and SBC
certainly has records to reflect this fact. His ownership is continuous and remains continuous to date.

The second contention raised in the SBC letter for refusal to submit the Proposal is pursuant to Rule
14a-8(i}(7) which states in pertinent part that “ the Proposal deals with a matter relating to the
company’s ordinary business operations.” The Proposal in question does not deal with ordinary
business operations. In fact, it deals with the extraordinary decisions pertaining to periodic increases
in pension benefits. The Proposal stands on its own in this regard. Contrary to the contention of
ordinary business operations, the Proposal states in pertinent part “whereas it is evident that the
current SBC Pension Benefit Plan provides no schedule or goal for periodic increases in pension
benefits to reflect inflation . . .” Decisions concerning pension increases in accordance with Social
Security retiree recipient increases could be deferred in emergency circumstances under the
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Proposal. The financial stability of the Fund in question has never been seriously threatened and
such deferral would therefore be an extraordinary business decision and not one of ordinary business
operations. Furthermore, the shareowners supporting statement refers to the extremely lucrative
buyouts and retirement incentives provided for top management personnel on a non-recurring and
totally extraordinary basis. Those normal retirees having received only five small pension increases
since December , 1983, while the same Fund is used to provide huge buyouts and retirement
incentives for senior management on a case by case basis, there is nothing ordinary about the
Proposal and what it seeks to remedy. (See Shareowners Supporting Statement and Shareowner
Proposal attached.)

Interestingly, nothing in the earlier correspondence of SBC referred to the contention that the subject
matter of the Proposal dealt with matters relating to the company’s ordinary business operations.

Under such circumstances, the conclusions of the company in an attempt to prevent embarrassing
disclosures of pension fund misuse to shareowners are highly suspect. In view of what has recently
occurred with ENRON, the needs of shareowners and especially of shareowner/employees must not
be so lightly disregarded. Ourclients, the Fischers, feel, with some justification, that as shareowners,
they are being treated by SBC as adversaries. They merely wish to have put in place a policy
directing periodic pension increases for retirees in a fund which has more than eighteen billion
dollars in assets. SBC should welcome this legitimate challenge from shareowners and should not
play a disingenuous game of hide and seek with the rights of its shareowners and the pensions of its
employees.

It is respectfully reqﬁested that the December 10, 2001 correspondence of SBC be discounted and
that SBC be directed to include the Proposal in its 2002 proxy statement.

Very truly yours

ket 71

RCG:rt
Enclosures

cc: Mr. Arnold B. Fischer, Trustee
Ms. Julia M. Fischer, Trustee
SBC Communications, Inc.




Wayne A, Wirtz . , SRC Communications inc.
Assistant General Counsel 175 7. Houston Street
and Floor

San Antonuo, Texas 78205
Phone 210 351-5730
Fax 210 351-53467

? ~ 1934 ActRule 142-8

December 10, 2001

Office of Chief Counsel

Division of Corporation [Finance
Securities and Exchange Commission
450 Fifth Street, NW.

Washington, DC 20549

Re:  SBC Commuaications Inc. 2002 Annual Meeting
Shareholder Proposal of Amold Fischer and Julia Fischer

Dear Gentlemen:

This statement and the material enclosed herewith are submitted on behalf of SBC
Communications Inc. ("SBC") pursuant to Rule 14a-8(j) under the Securitics Exchange Act of
1934, as amended. SBC has received a shareholder proposal from Arnold Fischer and Julia
Fischer for inclusion in SBC's 2002 proxy materials. For the reasons stated below, SBC intends
to omit the proposal from its 2002 proxy statement.

Pursuant to Rule 14a-8(j), enclosed are six copies each of: SBC's cover letter to the
proponents, this statement, the proponents' letter submitting the proposal, correspondence from
SBC to the proponents, and subsequent correspondence from the proponents to SBC. A copy of
this letter and related cover letter are being mailed concurrently to the proponents to advise them
of SBC's intention to omit the proposal from its proxy materials for the 2002 Annual Meeting.

The Proposal

On November 7, 2001, SBC received a letter from the proponents, art of which reads as
follows:

. Resolved, that the SBC Board of Directors direct its Finance/Pension Committee fo
implement a policy which would provide percentage increases in pension benefits to SBC
Pension Benefit Plan recipients who now or in the future would receive monthly
annuitized benefits and in such percentages at such times as Social Security retiree
recipients receive benefit increases, and

Be i1 further resolved, that said percentage benefit increases will be provided so long as
the financial stability of the SBC Pension Benefit Plan is not severely threatened as a

Con® —_
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result of said increase; and

Be it finally resolved, that said policy would permit a deferral of said monthly pension
benefit increases anly if the financial stability of the Fund would be thereby seriously
threatened as evidenced by an outside independent audis report reflecting that the
providing of such benefit increase could lead 1o the insolvency of the SBC Pension

Benefit Plan.
Reasons the Proposal May be Omitted from ihe Proxy Statement

It is my opinion, after review of applicable faw and such other documents as [ deemed
necessary, that the proposal may be omitted from SBC's proxy statement for the reasons stated
below.

Pursuant to Rules 14a-8(bj(1) and 14a-8(f): The proponent fails 1o follow one of the eligibility
or procedural requirements for submitting a shareholder proposal.

As noted above, SBC received the proposal from the proponents on November 7, 2001, for
submission at the 2002 Annual Meeting. SBC has found no record of proponents as shareholders.
In a letter dated November 13, 2001, SBC notified the proponents that to submit a proposal, a
shareholder must be the beneficial owner of at least $2,000 in market value of SBC stock and must
have continuously owned these shares for at least one year prior to submitting the proposal. In
accordance with Rules 14a-8(b) and (f), SBC requested that they submit documentation in the form
of a written statement from the “record™ holder verifying that, at the time they submitted the
proposal, they had held the required number of shares for at least one year.

The Fischers replied, in a letter dated November 23, 2001, by submitting copies of the
following: (1) a brokerage statement from Edward Jones for the period of September 22, 2001 to
October 26, 2001, showing that Arnold Fischer and Julia Fischer, as trustees of the Fischer
Family Trust, jointly held 1,104 SBC Shares; (2) two statements from Third National Bank
showing that Arnold Fischer acquired 250 SBC shares on November 4, 1994, and 250 SBC
shares or. November 11, 1994; and (3) a statement from an unidentified source showing that
Arnold Fischer and Julia Fischer moved 1,014 SBC Sheres on October 15, 2001 to an voknown
destination. All of the staternents had differen: account numbers. To date, the Fischers have
provided no other information.

At most, these documents show that Arnold Fischer held 300 SBC shares in November
1994 and that the Fischer Family Trust held 1,014 SBC shares in October 2001. It is impossible
to contirm from these documents that the proponents have complied with the contiruous one
year holding period of Rule 142-8(b)(1). For exarmple, Mr. Fischer could have soid his SBC
shares at any time after November 1994, which would not be shown on the other staternent.

a 10:21 10-.€1/,21
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Similarly, the statement from Edward Jones simply states that the trust holds SBC shares in
October 2001, but does not reflect their acquisition date. Morsover, the unidentified statement is
of little value because it simply shows that 1,104 SBC shares were moved, but docs not show to
what account the shares were moved. Not only do these documents fail to show “continuous”
ownership, they do not even show the proponents held any shares on October 28, the date they
submitted their proposal.

Rule 142-8(b)1) requires that the proponent “continuously” hold the shares for at least
one year by the date the proposal is submitted. Where the proponent is not a record holder,
Rule 142-8(b)(2) specifically requires a verification from the record holder to the effect that the
proponent beneticially owns the shares and has complied with the one year holding peried. Upon
rotification of this requirement, the shareholder must supply the information within 14 days of
the request by the issuer under Rule 14a-8(f). Although the proponents were timely notified of
this deficiency by SBC, they have failed to comply with the rule.

The Staff recently addressed similar situations in SBC Communications Inc.
{December {4, 1999) and Bell Atlantic Corporation (July 21, 1999). In each case, the proponent
sent capies of his brokerage statements showing his ownership at the beginning and ¢nd of the
one year period. The brokerage statements did not show that the proponent had held the
securities “without interruption for the entire year.” The Staff agreed, stating in each case:
“[T]he proponent appears to have failed to supply documentary support sufficiently evidencing
that he satisfied the minimum ownership requirement for the one year period required by Ruie
14a-8(b).” The Staff has consistently concluded that a registrant may properiy exclude a
proposal from a proponent who fails to follow one of the eligibility or procedural requirements
for submitting a shareholder proposal. See Oracle Corporation (June 22, 2001) and Sierra
Health Services (March 16, 2001), each of which had proposals submitted by proponents who
submitted "snapshots” of their ownership at different times without providing evidence of
“continuous" ownership and were praperly excludable.

Therefore, in my opinion, the proposal is properly excludable from SBC’s proxy
materials under Rule 14a-8(f).

Pursuant to Rule 14a-8(i}(7): The proposal deals with a matrer reiating to the company's
ordinary business operations.

Under Rule 14a-8{(1)(7), a registrant may omit a proposal if "the proposal deals with a
matter relating to the company's ordinary business operations.” In its Release No. 34-40018
(June 29, 1998), the SEC stated the policy underlying this provision; "The general underlying
policy of thig exclusion is consistent with the policy of most state corporate laws: to confine the
resolution of ordinary business problems to management and the board of directors, since it 5

- impracticable for sharcholders to decide how to sulve such problems at an annual shareholders

meeting."”
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As noted above, the Fischer's proposal relates to SBC's Board of Directors implementing
a policy that would increase the benefits payable 10 SBC's management and nonmanagement
employecs under its pension plan. The plan that the proponents seck to affect is a raditional
pension plan, the administration of which is part of the ordinary business operations of the
company. It is not appropriate, nor is it even feasible, to have the shareholders involved in
mundane issues relating to employee compensation; it is simply one of the ordinary tasks
necessary to operate the business.

The Staff has consistently concluded that proposals concerning employment practices and
policies for the general workforce relate to the ordinary business of the registrant. More
specifically, the staff has long held the position that pension benefits for employecs are a general
compensation matter relating to the registrant's ordinary business operations and, therefore, are
properly excludable under Rule 14a-8(i)(7). See DTE Energy Company {January 22, 2001),
International Business Machines Corporation (January 2, 2001, and December 30, 1999), Avery
Dennison Corporation (November 29, 1999), Bell Atlantic Corporation (October 18, 1999),
United Technologies Corporation (January 25, 1999), General Electric Company (January 25,
1999), and CIGNA Corporation (December 21, 1998), all of which had proposuls to provide cost
of living adjustments to pension benefits that were excludable because they werse related to
employment matters of the registrant).

Therefore, in my opinion, the proposal is properly excludable from SBC's proxy materials
under Rule 14a-8(i)(7).

Consistent with the views of the Staff in the foregoing letter and release, it is my opinion
that SBC may oimit the proposal from its proxy materials for its 2002 Annual Meeting under
Rule [4a-8.

Please acknowledge receipt of this letter by date-stamping and rcturning the extra
enclosed copy of this letter in the enclosed, self-addressed envelope.

Sincerely,

Enclosures '

cc: Amold Fischer
Julia Fischer
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SHAREQWNER PROPOSAL

WHEREAS, it is evident that the current SBC Pension Benefit Plan provides no schedule or
goal for periodic increases in pension benelits to reflect inflation: and

WHEREAS, the federal government provides whenever economicaily feasible. for periodic
increases in retiree Social Security Bencﬁts to permit recipients to cope with inflation; and

WHEREAS, it is a benefit not only to current retirees. but also to employees who intend to
retire from SBC to have a pension benefit which reflects, at jeast o the extent that Social Security
reflects, increases in inflation: and

WHEREAS, it is the intent of this Resolution to provide for such increases only if
economically feasible;

NOW THEREFORE, BE [T RESOLVED, that the SBC Board of Directors direct its
Finance/Pension Committee to implement a policy which would provide percentage increases in
pensicn benefits to SBC Pension Benefit Plan recipients who now or in the future would receive
monthly annuitized benefits and in such perccntages at such times as Social Security reriree
recipients receive benctit increases: and

BE IT FURTHER RESOLVED. that sa:d percentage benefit increases will be provided so
long as tne financial stability of the' SBC Pension Benefit Plan is not severely threatened as a result
of said increase; and

BE IT FINALLY RESOLVED. that said policy wouid permit a dcfcrrél of sa1d monthly
pension benetit increases only if the financial stability of the Fund would be thereby seriously
threatened as cvidenced by an outside independent audit report retlecting that the providing of such

benefit increase could lead to the insoivency of the SBC Pension Benefit Plan.
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SUPPORTING STATEMENT

The SBC Pension Fund is well funded. Eamings from investments made the fund
"self-sustaining" many years ago. At last report the value of the Pension

‘Fund Assets, less liabilities, was $20,224,506,000.

In recent years, Senior management has used Pension Fund Monies for the lucrative
buy-outs and retirement incentives for management personnel. Conversely, non-
management retirees continue to eke out a meager existence because they rarely receive
any financial assistance in the way of pension increases. Only five small pension
increases have been granted since December 31,1983 while inflation has risen over 60%.
Compared to inflation, or the largess management employees have received, these five

increases are miniscule.

These retired working men and women built this Company into what it is today. During
their working years they had a voice through their labor union. Today, they have no
voice. Labor unions do not have legal right to negotiate for retirees.

Inflation constantly erodes the limited purchasing power of pension dollars. Providing an
annual increase will lessen the bite. The Pension Fund can absorb these proposed
increases. The Fund is self-sustaining. No monies from corporate cafnings have been
contributed into the fund for many years. These retired non-management employees
served the Company, its customers and sharcowners well during their years of
employment. It's time SBC recognized these non-management retirees and their
contributions by insuring a more dignified retircment.
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JAMES R. KIMMEY o &
PLEASE RESPOND TOS?. LOUISOFFICE:

January 7, 2002

Office of Chief Counsel

Division of Corporate Finance
Securities and Exchange Commission
450 Fifth Street, N.-W.

Washington, D.C. 20549

Re:  SBC Communications, Inc. 2002 Annual Meeting
Shareholder Proposal of Arnold Fischer and Julia Fischer

Dear Sir:

By way of follow-up information, attached herewith is certification that Mr. Arnold Fischer owned
the 250 shares of SBC, otherwise known as Southwestern Bell Corporation since November of 1994.
If you have any further questions, please advise.

Very truly yours,

ot G

RONALD C. GLADNEY
RCG:ea

cc: Mr. Amold B. Fischer, Trustee
Ms. Julia M. Fischer, Trustee
SBC Communications, Inc.
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I CERTIFY THAT ARNOLD B FISCHER HELD THESE SHARES‘INjHISJAbboﬁNT UNTIL HE

TRANSFERED THE SHARES TO EDWARD D JONES.
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Fax 210 351-3467

1934 Act/Rule 14a-8

January 7, 2002

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
450 Fifth Street, N.W.

Washington, DC 20549

Re:  SBC Communications Inc. 2002 Annual Meeting
Shareholder Proposal of Arnold Fischer and Julia Fischer

Dear Gentlemen:

This statement and the material enclosed herewith are submitted on behalf of SBC
Communications Inc. ("SBC") pursuant to Rule 14a-8(j) under the Securities Exchange Act of
1934, as amended. On December 10, 2001, SBC submitted a letter to the Division of
Corporation Finance notifying the Division that it intended to omit from its 2002 proxy statement
a shareholder proposal submitted by Arnold Fischer and Julia Fischer. On December 28, 2001,
SBC received a fax copy of a letter addressed to the Division, dated December 27, 2001, from
Ronald Gladney, counsel for the Fischers, setting forth their response to SBC's letter.

In SBC's December 10 letter, SBC stated that the proposal was excludable from its proxy
statement because the proponents failed to provide documentation that they had continuously
owned the requisite number of SBC shares for one year prior to submitting their proposal.
Notwithstanding Mr. Gladney's statement that the proponents had provided SBC with a statement
of continuous ownership of SBC shares, the record reflects otherwise. As stated in our
December 10 letter, SBC has found no record of proponents as shareholders. Where a
shareholder is not the record holder, such as when the shares are held through a broker, nominee,
or other custodian on behalf of the shareholder, SBC does not have access to records reflecting
ownership of those shares. Although the proponents did submit various brokerage statements
proving ownership of SBC shares at various times during the year 2001, they failed to provide a
statement from their broker to the effect that such shares were held continuously for the requisite
one year-period.

In Mr. Gladney's response, he attached a statement from Edward Jones dated
December 17, 2001, which is still insufficient documentation to prove continuous ownership.
Not only is it late (the documentation was required by November 29, 2001), but at most it only
establishes ownership for two months from October 15, 2001 to December 17, 2001.
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Rule 14a-8(b)(1) requires that the proponent “continuously” hold the shares for at least
one year by the date the proposal is submitted. Where the proponent is not a record holder, Rule
14a-8(b)(2) specifically requires a verification from the record holder to the effect that the
proponent beneficially owns the shares and has complied with the one year holding period. Upon
notification of this requirement, the shareholder must supply the information within 14 days of
the request by the issuer under Rule 14a-8(f). Although the proponents were timely notified of
this deficiency by SBC, they failed to comply with the rule.

In addition, Mr. Gladney attempts to argue that the proposal deals with "extraordinary
decisions pertaining to periodic increases to pension benefits" rather than ordinary business
operations. SBC maintains that the proposal relates to ordinary business matters because the plan
that the proponents seek to affect is a traditional pension plan, the administration of which is part
of the ordinary business operations of the company. It is not appropriate, nor even feasible, to
have shareholders determine the numerous and complex matters involving employee
compensation.

Under Rule 14a-8(i)(7), a registrant may omit a proposal if "the proposal deals with a
matter relating to the company's ordinary business operations.” In its Release No. 34-40018
(June 29, 1998), the SEC stated the policy underlying this provision: "The general underlying
policy of this exclusion is consistent with the policy of most state corporate laws: to confine the
resolution of ordinary business problems to management and the board of directors, since it is
impracticable for shareholders to decide how to solve such problems at an annual shareholders
meeting." As shown in SBC's December 10, 2001, letter, the Staff has consistently concluded
that proposals concerning employment practices and policies for the general workforce relate to
the ordinary business of the registrant.

Therefore, in my opinion, SBC may omit the proposal from its proxy materials for its
2002 Annual Meeting under Rule 14a-8.

Please acknowledge receipt of this letter by date-stamping and returning the extra
enclosed copy of this letter in the enclosed, self-addressed envelope.

Sincerely,
u’? b Mj

Enclosures

cc: Ronald Gladney




DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

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

Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

[t is important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reflect only informal views. The determinations reached in these no-
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
proposal. Only a court such as a U.S. District Court can decide whether a company is obligated
to include shareholder proposals in its proxy materials. Accordingly a discretionary
determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any shareholder of a company, from pursuing any rights he or she may have
against the company in court, should the management omit the proposal from the company’s
proxy material.




January 23, 2002

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  SBC Communications Inc.
Incoming letter dated December 10, 2001

The proposal relates to pension benefits.

There appears to be some basis for your view that SBC may exclude the proposal
under Rule 14a-8(f). We note that the proponents appear to have failed to supply
documentary support sufficiently evidencing that they satisfied the minimum ownership
requirement for the one-year period required by rule 14a-8(b). Accordingly, we will not
recommend enforcement action to the Commission if SBC omits the proposal from its
proxy materials in reliance on rules 14a-8(b) and 14a-8(f). In reaching this position, we
have not found it necessary to address the alternative basis for omission upon which SBC
relies.

Sincerely,

Qw Wk \,
Maryse Mills-Apenteng

Attorney-Advisor




