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Dear Mr. Gerstman:

This is in response to your letter dated February 3, 2004 concerning the
shareholder proposal submitted to Saks by Aaron Merle Epstein. 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 of
the correspondence also will be provided to the proponent:

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,

Fotoalin 7o CRSSED
Martin P. Dunn i MAR 09 Zﬂﬂi%

Deputy Director
HASA
Enclosures ‘

cc: Aaron Merle Epstein

13455 Ventura Blvd., #209
Sherman Oaks, CA 91423-6122
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Washington, D.C. 20549

Re: Saks Incorporated Shareholder Proposal

Ladies and Gentlemen:

Saks Incorporated, a Tennessee corporation (the “Company”), has received a letter from
Aaron Merle Epstein (the “Proponent”) requesting, pursuant to Rule 14a-8 under the Securities
Exchange Act of 1934, as amended, that the Company include a proposal (the “Proposal”) in the
Company’s proxy statement and form of proxy for its 2004 Annual Meeting of Shareholders (the

“Company Proxy”).

A copy of the Proponent’s letter, including the Proposal, is enclosed herewith as Exhibit
A. Five additional copies of this letter, including all exhibits, are enclosed herewith.

On behalf of the Company, we hereby notify you and the Proponent (by copy hereof) of
the Company’s intention to omit the Proposal from the Company Proxy for the reasons
hereinafter set forth. The Company respectfully requests the advice of the staff of the Division
of Corporation Finance (the “Staff”) of the Securities and Exchange Commission (the
“Commission”) that it will not recommend any enforcement action to the Commission if the

Company excludes the Proposal pursuant to Rule 14a-8(i)(12)(ii).

1. Background
A. The Proposal

The Proposal consists of a series of recitals regarding foreign labor standards, the public’s
attitude regarding the same and certain actions that the Company should take to improve the
labor standards of its and its foreign vendors’ workers. The recitals are followed by the
following resolution:
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Resolved: Request the Board of Directors to:
1. Amend our company’s supplier code and standard purchase contracts to reflect

implementation of a code of conduct based on the ILO standards,

2. Establish an independent monitoring process that assesses adherence to these
standards and,

3. Report annually on adherence to the amended code through an independent and
transparent process, the first such report to be completed by January 2005.

The Proposal then contains a supporting statement that sets forth certain International
Labor Organization (“ILO”) standards related to the rights of workers to organize into trade
unions, non-discrimination in employment and no use of forced, prison or child labor.

The full text of the Proposal is set forth in the letter from the Proponent attached hereto as
Exhibit A.

B. The 2003 Proposal

In 2003, the Proponent submitted a proposal (the “2003 Proposal”) nearly identical to the
Proposal. The 2003 Proposal is enclosed herewith as Exhibit B. The 2003 Proposal consists of a
series of recitals that, with the exception of a few minor wording changes, are identical to those
contained in the Proposal. The recitals are then followed by the following resolution:

Resolved: Request the Board of Directors to:

1. Amend the SAKS INC. Buying Policy and standard purchase contracts to reflect
implementation of a code of conduct based on the ILO standards,

2. Establish an independent monitoring process that assesses adherence to these
conventions and,

3. Report annually on adherence to the amended Policy through an independent and
transparent process, the first such report to be completed by January 2004,

The 2003 Proposal contains a supporting statement that is identical to the supporting
statement contained in the Proposal.

The 2003 Proposal received 5.3% of the votes cast on the matter (calculated in
accordance with Staff Legal Bulletin No. 14).

C. The 2000 Proposal

In 2000, the Proponent submitted a proposal (the “2000 Proposal”) dealing with
substantially the same subject matter as the Proposal and the 2003 Proposal. The 2000 Proposal
1s enclosed herewith as Exhibit C. The 2000 Proposal consists of a series of recitals similar to
those contained in the Proposal and the 2003 Proposal (i.e., recitals regarding foreign labor
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standards, the public’s attitude regarding the same and certain actions that the Company should
take to improve the labor standards of its and its foreign vendors” workers). The recitals are then
followed by the following resolution:

Resolved: Shareholders request the Board of Directors to prepare a report at
reasonable expense on its Vendor Standards and compliance mechanism for its
vendors, subcontractors and buying agents in the countries where it sources. A
summary of the results should be reported to shareholders by October, 2000.

The 2000 Proposal then contains a supporting statement expressing the importance of
independent monitoring of enforcement of company codes.

The 2000 Proposal received 3.2% of the votes cast on the matter.

II. Application of Rule 14a-8(1)(12)(ii)

Rule 14a-8(i)(12)(ii) permits the exclusion of shareholder proposals dealing with
“substantially the same subject matter” as a prior proposal submitted to security holders if the
proposal was submitted at two meetings during the preceding five calendar years and received at
the time of its second submission less than 6% of the total number of votes cast. The Proposal
may properly be omitted from the Company Proxy pursuant to Rule 14a-8(1)(12)(ii) because the
Proposal deals with substantially the same subject matter as the 2003 Proposal and the 2000
Proposal, and the 2003 Proposal received 5.3% of the votes cast on the matter, not the 6%
required to preclude the Company from excluding the Proposal from the Company Proxy.

A. Comparison of Proposals

The Proposal and the 2003 Proposal are nearly identical and contain only a few minor
wording differences and, therefore, they deal with substantially the same subject matter.

Although the precise corporate actions specified in the Proposal and the 2000 Proposal
are different, the subject matters of the Proposal and the 2000 Proposal are substantially the
same; namely, the Company’s implementation and monitoring of standards for foreign vendors
to ensure that they do not utilize questionable labor practices or violate labor rights. Indeed, the
recitals to the 2000 Proposal state that “our company should take effective action to ensure it
does not do business with suppliers who manufacture items for sale using forced labor, convict
labor, or illegal child labor, or who fail to satisty all applicable standards and laws protecting
their employee’s wages, benefits, working conditions, freedom of association and other rights.”
This is precisely the subject of the ILO standards (i.e., protection of workers’ rights to form
unions and bans on forced, prison and child labor) that the Proposal seeks to have implemented.




SIDLEY AUSTIN BROWN & WOOD LLP CHICAGO

February 3, 2004
Page 4

B. Rule 14a-8(i)(12) Background and Prior No-Action Letters

“Substantially the same subject matter,” as that phrase is used in Rule 14a-8(1)(12), does
not mean that the prior proposals and the Proposal must be exactly the same. In announcing the
current version of Rule 14a-8(i)(12) in 1983 (Release No. 34-20091), the Commission stated the
following:

The Commission believes that this change is necessary to signal a clean break
from the strict interpretive position applied to the existing provision. The
Commission is aware that the interpretation of the new provision will continue to
involve difficult subjective judgments, but anticipates that those judgments will
be based upon a consideration of the substantive concerns raised by a proposal
rather than specific language or actions proposed to deal with those concerns.

Accordingly, Rule 14a-8(1)(12) is intended to give shareholders a fair opportunity to
address matters of legitimate, common concern, but to draw the line in a rational manner on
those matters previously considered by sharecholders. This prevents the waste of corporate
resources and constant refocusing upon matters already addressed. In this case, the Company’s
shareholders have had an opportunity to address the issue of the Company’s implementation and
monitoring of workplace standards on its and its foreign suppliers workers’ labor standards and
have spoken.

The Staff’s no-action letter in Dillard’s, Inc. (March 22, 2002) (the “Dillard’s Letter™) is
directly on point and virtually identical to the facts relating to the Proposal. Dillard’s received an
initial proposal similar to the 2000 Proposal requesting that the company prepare a report
describing its actions to ensure that it did not do business with foreign suppliers who use
questionable labor practices and who violate their workers’ labor rights. In a subsequent year,
Dillard’s received a new proposal similar to the Proposal requesting that it implement a code of
corporate conduct based on certain ILO human rights standards with respect to its foreign
suppliers and commit to independent monitoring of compliance with these standards. The Staff
agreed that the subsequent proposal could be excluded under Rule 14a-8(i)(12) because the two
proposals, despite containing differences in specific language and the proposed corporate action,
dealt with substantially the same subject matter. In reaching its conclusion, the Staff was not
persuaded by the proponent’s arguments in the Dillard’s Letter that the proposals were
distinguishable because (i) the subsequent proposal required the implementation of detailed,
specific ILO standards whereas the initial proposal was non-specific (i.e., preparation of a report)
and (ii) the subsequent proposal required the implementation of independent monitoring to
ensure compliance with the ILO standards whereas the initial proposal contained no such
requirement. With respect to the determination of whether two proposals deal with substantially
the same subject matter, the facts in the Dillard’s Letter are indistinguishable from the facts
relating to the Proposal.

The Staff’s decision in the Dillard’s Letter is consistent with its position in other no-
action letters that, notwithstanding differences in specific language or corporate action proposed,
repeat proposals relating to the same substantive subject matter may be excluded. See, e.g.,
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Eastman Chemical Company (February 28, 1997) (proposal seeking report on legal issues related
to supply of raw material products to tobacco companies deals with substantially the same
subject matter as prior proposal requesting divestiture of product line); Great Lakes Chemical
Corporation (February 22, 1996) (proposal requesting a report on various aspects of methyl
bromide production, including management studies, risk-benefit analysis, and related litigation,
deals with substantially the same subject matter as prior proposals seeking cessation of methyl
bromide production); Gannett Co., Inc. (February 12, 1996) (proposals seeking policies to curtail
and counter impact of tobacco advertising deal with substantially the same subject matter as prior
proposals requesting research and reports on tobacco advertising); Bristol-Myers Squibb
Company (February 6, 1996) (proposal seeking educational efforts to inform women of possible
abortifacient action of company products deals with substantially the same subject matter as
prior proposal requesting that the company refrain from giving charitable contributions to
organizations that perform abortions); Kennametal, Inc. (August 24, 1992) (proposal to refrain
from new or expanded investment in South Africa and to issue a report on South African
operations were substantially similar to a prior proposal to divest South African operations and
terminate all economic ties with South Africa). Because the Staff has consistently agreed with
the exclusion of repeat proposals having similar substantive concerns and aims, notwithstanding
differences in specific language or corporate action proposed, the Proposal may be excluded
pursuant to Rule 14a-8(1)(12)(ii).

111. Conclusion

Based on the foregoing, the Company respectfully requests your advice that the Staff will
not recommend any enforcement action to the Commission if the Company excludes the
Proposal from the Company Proxy.

If you have any questions with respect to this matter, please contact the undersigned at
312-853-2060.

Very truly yours,

Hosg o

Gary D. Gerstman

cc: Charles J. Hansen, Saks Incorporated
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See attached.




AARON MERLE EPSTEIN

13455 Ventura Blvd., #208

.

Sherman Qaks, California 91423-6122
Voice (818)381-7094-Fax (818)806-0663
Internetl: aaronep@pacbell.net

}7,—\'1
Decembe r@'Z 003

Mr. R, Brad Maran

. Chairman, C.E.O.

SAKS INC.
750 Lakeshore Parkway
Birmingham, AL 35211 via AIRBORNE DELIVERY

Dear Mr. Martin:

[ am owner of common shares in SAKS Corporation.. My taxpayer id# is 572-34-7563. [ am
writing vou to natity you that | am filing the enclosed shareholder resolution which I submit to be
presented to the shareholders at your next annual meeting. This proxy statement is in accordance
with rule 12a-8 of the general rules and regulations of the Securities and Exchange Act of 1934.
Ownership of my shares will continue thraugh che dace of SAKS Corporation annual meeting of
sharéholders in 2004 1 have held my shares for more than one year.

Investors are increasingly concerned about the social responsibility of the companies in which we
invest.  We are concerned about use of forced labor, conviet labor, or illegal child laber in
manufacture of goods that are sold in our stores. We are also seriously concerned about conditions
of international and domestic workers in sweatshops and contract suppliers.

[ plan to either be in attendance at the next shareholders meeting or vote by proxy for the meeting.

1t is my hope thac all parties may work tosether to further a just response to these concerns.
y hop p ) J P

Sincercly,

e -
i\al;on M. Epstein A
Cc: Rev. David Schilling, lnterfaith Center Corporate Respor}sibi]ity

.'.

Mr. Charles J. Hausen, SAKS Inc.

Professor Paul Neuhauser, Attorney at Law



SAKS INC,
VENDOR STANDARDS RESQLUTION--2004

Whereas: Consumars and shargholders continue to be seriously consernsd about whether
abusive working condifions and absence of a bving wage exist in jaciities where the producis they
buy are produced or assembled,

Three-quarters of the US consumers surveyed would avofd shopping at a relailer that they knew
suld garments made it swealshops. An overwhelming 85% of those surveyed would pay 9 5%
mark-up o ensure decant working conditions. ("The Consumer and Sweatshops,” Marymount
University Survey, November 1898}

Studenis have persuaded their universfiies la adopl codes requiring that clathing sold in unversity
stores is made under humane conditions. (Business Week, 5/3/29}

Nearly hall the global workforce involved in pooducing textiles, carmoents and shoss Gre women
and wage inegualities ars their universal lot. (Internaticnal Laber Crganization, 10/16/00)

Our company purchased goods produced in countries like China where human rights abuses and
unfair labar practices have been welt documeanted. (U8, Skale Depotment’s "China Country
Repari on Human Righis Practices— 1958

Reports that suppliers are exploiing workers may darmage our compsmy/'s raputation and
generale a consumer backlash. Dwr cuinpany should demonstrale enfercement of its standards
by developing independent monitoring programs with local, respected and independent religious,
human rights and labor groups. Ta be credible, the prosess of monitoring and verification rmust
be transparent, with the contents of compliance reports made public.

To imgrove the guality of life of workers who make s products, our company should implement
ongoing wage adjustments, ensuring thatwaorkers have 2 sustainable living wage.

And rather than terminating contracts our company should esiablish incentives to encourage its
suppliers and vendors 1o ralse kebor stendards,

Resolved: Regues! the Board of Directors to

1. Amend our companys supplier code and slendard purchase contrasts fo reflect

implementation of o code of condue! besed on the ILO standards,

Esiablish an independent moniloring process thal assesses adherence to these slandards

and,

3. Repori annually on adherence o the amended ¢code through an indenendent and transparent
process, the first such raport to be completed by January 2005,

-
<.

Supponing Statement

All workers have the right to form and join trade unions and to bargain collectively. {ILO

Conventions 87 and 88).

Workers representatives zhall not be the subject of discrimination and shall have access 1o sl

workplaces neressary to enable them to earry out their representation funclions. ({ILO

Convention 135)

3. There ¢hall be no discrimination or intimidation in employment. Egquality of opportunity and
treatment shall be provided regardless of race, color, sex, religion, poliical cpinion, age,
nationzhity, social origin. or other distinguishing characteristics. (ILO Convention 100 and 111).

4, Employment shall be fregly chosen. There thall be no use of force, including bonded ar
prison labor, (ILO Convention 28 and 105),

§. Thereshall be no uss of child abor, {ILO Convention 138 and 182).

-t

ra



EXHIBIT B

See attached.
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Aazon Mere Eostein, 13455 Venurg Boulevard, $208. Sherman Gaks, Calilorms 3142341
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PROPOSAL BY A SHAREHOLDER CONCERNING VENDOR STANDARDS

frerm Mo, 6}

~in

Cammon SMock, subriitted the following propassl, which is OPPOSED hy the Board of Dipctors

23, pwnes of 211 shaes of the Company's

!

SAKS INC.
VENDUR STANDARDS RESOLUTION

WHEREAS: Donsumars and sxasahinliders continue 1o be ssrioysly concarmed aboul whether atusive workiag conditians
sad abzence of g living wape exist in Tacifties where the products thiy buy are progucesd of assembled,

Three-quaters of tha US consemers sorveyed would mvoid shoppizg 21 3 ietailer that they knew sold gaments meda
sweatshops AR qvanwielming B6% of Those survayed would vey & 5% matk-up to sosurs decent wirking condisians.
{"The Consurass and Sweaishops,” Marymaunt University Suwey, Noversher 1993

Students have persuied their univeritios 1n adopt codes ranuiriag that tlothing sold in universily stares is matle unde
humang cendittons (Business Week 5/3/9%

Meaily half the glohal waekforce valver in groducing sextiles, gamants and shoes are women aod wage inequalites
are hor univessal fon iniemational Labor Organization 16/15/00]

Ser tompany purchazed gaods produced in cuwrdrnes Tike China whore human righis abuses and uniar lases practices

ave been well docomanted (U, Steie Beparmmn’s “China Coumry Heport on Humen Rights Practices - 18939%)
Roports that sunpliars ars exgloding worke s may damags our company's repafailon end neneraie a consurmer backlash
Qur company should cemonsicats priurcament ol ite standards by devaloping independent mondtoring programs vath
local, respacted and independent raligicus, human nighis and lzhor geoups. To be credinta, the process of monstasing and
varifigation mast Ba transparent, with U contents of compliance reports made puslic

fo irnprave fhe guality of 1ife of workers who make 118 peoducts, our company shouid implement engoirg wage
adjustments, ensuring that workers have 2 sustainable lving wags,

And rather than lgimnating contracts 35K5 NG sheutd catablish incentives to ernavrage 75 sunpliors and veaders o
rawse labor stendands.

RESOWVED Raquest the Bosrd of Divearows to

1. Amend the SAKS NG Beying Policy and standard purchase womracts 10 reflect implementabion of 2 oode uf
contuct basad o e L0 pandards.

7 Esiahbsh an indenesdent monitosing process that assasses adherence to thess conventions and,

3. Report anncaly on adherence to the amentod Pousy ueugh an indepunidant and wansparant procese, the first
suth rgport 1o be comgletad Iy Jenuary 2004,

SUPPORTING STATEMFNT

1. Allvworkers have the dght 1 form and Join trade unioes ang o bargaie collentively, ILD Uonventions 87 snd 93

£ Workers represencatives snall not be the selject of distriwination and shall have acoess o all wiorkplacus
riecessary 10 snable then to carry out thell representation functions. (LG Convention 135,

3. There shall bo no giseriminaten or indsidation o simplaymen, Equality of spporumty and wreatment shab be

provided regemless af race. color, sox, religion, politics! apinion. age, aationality. social arigin or athsr
distinguishing characigglsies, (LD Sonvention 100 and 1111, ‘
4. Employmarn shall oe frealy chosen. Thers shall be no use of foree, including honded or prisor. labor. (LG
Comwention 29 and 1954,
There shall B8 no wse of child lahor L0 Corvention 138 and 182

oy

2)




EXHIBIT C

See attached.
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Proposal by a Shareholder Concerning Vendor Standards
(ltem No. 3)

The fallowing proposal was subsitted by a shorebolder. [ the shareholdor proporent, or 2 qualified representalive, iy presend and
supmits the praposal for @ vote, then the proposal will be voled upon at the Annual Meeting of Shareholders. 1o accordance with

federal securities regulations, we include the proposal plas any supporling stetement exactly as submitted by the proponeni. To make

suee readers can easily distinguish between material provided by the proposent and materdal provided by the Cemptny, we bave pul
1 Box around mateddal provided By the proponent.

Aaron Merle Epstein, 13485 Ventuea Bowlevard, 4209, Sherman Ozks, California Y1422-6127, owner of 125 shares of the Company’s
Common Stock, submitied the following propogal, which s apposed by the hoaid of Directors:

o

Whereas: Consumers and shareholdess continue 10 be seriousty concerned about whethes Jow wages and abusive
working conditions exist in fFaeliltics where the products they buy sre produced ar assembied,

1.5, based companties are Imparting more g0ody from countries whese working conditions fall {ar below basic
standarids of fair and humane treatment, Our company puschases poods produced Tn countries like China where
Tugman rights abesss and wafalr labor practives bave been well dotumented, (115, State Department's “China Country
Report on Human Rights Practices-19987]

A growing number of students have catfed On thelr uuivenities tw sdapt codes of vonduer to make sure clothing
solid in unbversity stares [3 made under humane conditions. $tudents have pressed for o Uving wage, upholding
the rights of women in the workplace, public disclosure of conditions in factoties and fransparency in reporting,
and verification of complizace by organizations that are fndependent of compantes. {"Swearshop Redoom,”
Rugingss Week, 553/%9} -

Dur company should 1ake effactive action o ensure i does not aed will not do business with suppiiers who
menufactuze jtems for sole using forced Jabor, conviet labor, or itdegal child tabor, or who fail 1o 538ty all applivable
standands and faws protecting thelr emplovess’ wages, benclits, working condisions, freednm of assoclation and
other rights.

We believe our company needs to suppost the rights of workers to srganize and bargain colloctively any place they
operate. Our company should demenstrake enforcement of it code by developing Independent monitoring programs
with Jacal, tespected religious, human rights and labor rights gruups to easire complinnee with it vendor standards
and assuse consuimess that peoducts are not made under abusive labor conditions. Reports that overseas suppliers are
explolting workers may damage cut compainy’s reputation and genérate 2 consumer packlash,

1o an effort to fprove the quality of life of workers wha make its products, aur company should buplement ongsing
wage adjustments, ensuring thal workers have adequaie purchasing power and a sustzinable living wage. 'Wage
adjustments would add litle 1o overall prodiction costs while cortributing to prodectivity. In additien, our
company, 1ather than wrniuating contracts, aeeds fo establish incentives £o encourage 16 suppliens and vendors to
raise Jabor standards,

Resolwed: Sharshobders request the Bogrd of Directors o prepare @ report 2t reasonable expenss on its Vendor
Stendards 2nd comphance mechanisms for its vendors, subeoniractors and buying agents in the countries where i
sources. A summary of the results should be seported o shiretiplders by October, 2000,

Supporting Statement

To be effective, enforcement of company codes must be careflully monitored, The Gay, Inc. bas participated in 20
independent moaitoring peovess in 1Y Sabvador with respected seligious and human rights and lebor fnsticutions fog
the past four vears. Other companies have hegun to develop independent monitoring pragrams in conjunction with
jocal non-governmemal organizations, Theough the wse of independent monioring, consumens and invesior: @n
Jurve greater confidence that the company's eode of veador conduct 15 enforced, protecting the company from
negative publicity associated with the discovery of sweatshop practices.
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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 enlorcement 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.

4

Although Rule 14a-8(k) does not require any communications from sharehelders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argumenit 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.

Itis important to note that the staff™s and Commission’s no-action responses to
Rule 14a-8()) 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 sharcholder 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.




March 1, 2004

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  Saks Incorporated
Incoming letter dated February 3, 2004

The proposal requests that the board amend the company’s supplier code and
purchase contracts to reflect implementation of a code of conduct based on ILO human
rights standards, establish an independent monitoring process to adhere to those
standards, and report annually on adherence to that code.

There appears to be some basis for your view that Saks may exclude the proposal
under rule 14a-8(1)(12)(ii). Accordingly, we will not recommend enforcement action to
the Commission if Saks omits the proposal from its proxy materials in reliance on
rule 14a-8(i)(12)(ii).

Special Counsel




