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Pamela S. Seyrhon

Wachtell, Lipton, Rosen & Katz -
51 West 52nd Street Act: 3.
New York, NY 10019-6150 Section:

Rule: Yot
Re:  The Walt Disney Company Public "
Incoming letter dated October 15, 2004 Availability: /07// 5 /W

Dear Ms. Seymon:

This is in response to your letters dated October 15, 2004 and November 30, 2004
concemning the shareholder proposal submitted to Disney by the St. Joseph Health . .
System, The Sisters of St. Francis of Philadelphia, the Sisters of St. Dominic of Racme SRR
~ Wisconsin and the Ursuline Provincialate of the Eastern Province of the Unitéd States:™ e
. "We also have received a létter on the proponents’ behalf dated November 23, 2004. Our
response is attached to the. enclosed photocopy of your correspondence. By doing this, . . ..0""
we avoid having to recite or summarize the facts set forth in the correspondence.. Cople s v
of all of the correspondence also will 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.
. e O [ .- . U- )
P s ' R L o . P SincerEIY, .. L i ‘,
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onathan A. Ingt

lecmm O Deputy Chief Counsel
Enclosures
¢c: St Joseph Health System and co-proponents PQ@CESSED
% Mary Ann Gaido DEC 2 9 Zﬂﬂl}
Vice President
Advocacy & Government Relations }?N%%%
P.O. Box 14132 )b

Orange, CA 92863-1532
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October 15, 2004

U.S. Securities and Exchange Commission
Division of Corporation Finance

Office of Chief Counsel
450 Fifth Street, NN'W.

Washington, D.C. 20549

Re: Shareholder Proposal Submitted by St. Joseph Health System et al. for In:jc._l'!:i_éio

2005 Proxy Statement of The Walt Disney Company

Ladies and Gentlemen:

LORI 8. SHERMAN
PAULA M, GORDON

T. CIKQ BTANGE
QAVID A, BCHWARTZ
ANDREW J.H. CHEUNG
NICHOLAS G. DEMMD
IGON KIRMAN
JONATHAMN M., MOSES
ADAM J. SHARIRG
JED I, BERGMAN
MICHALL A. CHARISH
DAMIAN O, DIDDEN
JOHN A, ELOFBON
MICHAZL E. GILLIJAN
JOHMN F, LYNCH

ERIC M. ROBOT
WILLIAM BAVITT
MARTIN J.C. ARMS
BENJAMIN D, FACKLER
ISRAECL FRIEDMAN
DIMIYAY JOFFE

ROY J, KATZOVICZ
ROBERT J. LIVMCIC
GREGORY €. OBTLING
JONATHAN E. PICKHARDT
GREGORY N. RACZ
EOWARD J.W. BLATNIN
BENJAMIN 8. BURMAN
NELSON O, FiTTS
JEFFREY C. FOURMAUX
MICHALL GAT

JEREMY L, GOLDSTEIN
MAURA R. GROSSMAN
JOBHUA M. HOLMES
JOBHUA A, MUNN
DAVID E. GHAPIRO
ANTE YUCIC

IAN BOCIKG

This letter is submitted on behalf of our client, The Walt Disney Company (the

“Company”’), which has received a shareholder proposal and supporting statement (the
“Proposal”) sponsored by St. Joseph Health System (*St. Joseph”) and co-sponsored by the
Ursuline Provincialate of the Eastern Province of the United States, the Sisters of St, Francis of
Philadelphia, and the Sisters of St. Dominic of Racine, Wisconsin (together with St. Joseph, the
“Sponsors”), which Proposal was submitted for inclusion in the proxy statement and form of
proxy to be distributed to the Company’s shareholders in connection with its 2005 annual

meeting of shareholders (the “2005 Proxy Materials™). The Company hereby notifies the
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Securities and Exchange Commission (the “Commission”) and the Sponsors of the Company’s
intention to exclude the Proposal from its 2005 Proxy Matenals for the reasons set forth below.
The Company respectfully requests that the staff of the Division of Corporation Finance of the
Commission (the “Staff”) confirm that it will not recommend any enforcement action to the

Commission if the Company excludes the Proposal from its 2005 Proxy Materials.
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Pursuant to Rule 14a-8(j) under the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), enclosed for filing with the Commission are six copies of (1) this letter, which
includes an explanation of why the Company believes that it may exclude the Proposal and (i1}
the Proposal.

L The Proposal Presented by the Sponsors

A copy of the Proposal is attached as Annex A hereto. For your convenience, the text of
the resolution contained in the Proposal is set forth below:

RESOLVED, the shareholders request the Board’s Compensation Committee, when
setting executive compensation, to include social responsibility and environmental
(as well as financial} criteria among the goals that executives must meet,

1. The Proposal May Be Excluded Because It Is So Vague or Indefinite that Neither the
Stockholders nor the Company Would Be Able to Determine What It Requires

Rule 14a-8(1)(3) under the Exchange Act permits the omission of a proposat or any
statement in support thereof if such proposal or statement is “contrary to any of the
Commission’s proxy rules, including Rule 14a-9 under the Exchange Act, which prohibits
materially false or misleading statements in proxy soliciting materials.” While the Commission,
in Staff Legal Bulletin 14B (September 15, 2004), clarified the circumstances in which
companies will be permitted to exclude proposals pursuant to Rule 14a-8(i)(3), it expressly
reaftirmed that vague or indefinite proposals and proposals where the resolution and supporting
statement are inconsistent may be subject to exclusion. According to Staff Legal Bulletin 14B
(September 15, 2004):

There continue to be certain situations where we believe modification or exclusion may
be consistent with our intended application of rule 14a-8(i1)(3). In those situations, it may
be appropriate for a company to determine to exclude a statement in reliance on rule 14a-
8(i)(3) and seek our concurrence with that determination. Specifically, reliance on rule
14a-8(i}(3) to exclude or modify a statement may be appropriate where

the resolution contained in the proposal is so inherently vague or indefinite that neither
the stockholders 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 - this objection may also be appropriate when
the proposal and the supporting statement, when read together, have the same result.

The reason for excluding vague and indefinite proposals is that a sharcholder voting on
such a proposal may believe that approval would produce a result that is wholly different from
the result the proponent anticipates or that the registrant’s board of directors understands would
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need to follow, so that subsequent reasonable efforts by the registrant to implement the proposal
may contravene the intentions of some or all of the shareholders that voted for it. In Puget
Energy, Inc. (March 7, 2002), for example, the Staff agreed that there was basis to exclude as
vague and indefinite under Rule 14a-8(i)(3) a proposal for “improved corporate governance,”
where the registrant’s letter to the Staff had argued that “[s]hareholders should not be asked to
speculate as to that on which they are voting” and that the proposal’s “ambiguity is likely to lead
groups of shareholders to reach different conclusions about [its] purpose” and “cause any action
taken by the {registrant] to differ significantly from the actions envisioned by some of the
shareholders.”

This concern has supported exclusion of a number of proposals specifically related to
executive compensation. See, ¢.g., Eastman Kodak Company (March 3, 2003) (agreeing that
there was basis to exclude under Rule 14a-8(1)(3) a proposal that “the Top Salary be ‘capped’ at
$1,000,000.00 to include bonus, perks, {and] stock options” as vague and indefinite, where the
registrant’s letter to the Staff cited a lack of defined terms, valuation problems, and timing
ambiguities); General Electric Company (February 5, 2003) (permitting exclusion under Rule
14a-8(1)(3) of a proposal requesting that the board of directors seek shareholder approval for
compensation of senior executives and board members where the company argued that “neither
the share owners nor the [registrant’s board of directors] would be able to determine what action
or measures would be taken if the proposal were implemented™); Philadelphia Electric Co. (July
30, 1992) (permitting exclusion under Rule 14a-8(c)(3), the predecessor of Rule 14a-8(i)(3), of a
proposal relating to election of committee of small shareholders that will present the board with a
plan “that will in some measure equate with the gratuities bestowed on Management, Directors
and other employees”).

The Staff has also agreed to the exclusion under Rule 14a-8(i)(3) of proposals concerned
with social responsibility, even when their meaning was more easily discerntble than it is in the
current Proposal. In Johnson & Johnson (February 7, 2003), for instance, the excluded proposal
requested a report regarding the registrant’s progress concerning “the Glass Ceiling
Commission’s business recommendations,” including a review of certain specific items. See
also Alcoa Inc. (December 24, 2002) (finding vague and agreeing to the omission of a proposal
calling for the implementation of “human rights standards™); Ann Taylor Stores Corp. (March
13, 2001) (same); Bristol-Myers Squibb Co. (February 1, 1999) (permitting the exclusion of a
proposal that required the company to adopt a policy of pursuing the preservation of unbom
children); The Procter & Gamble Company (October 25, 2002) (permitting omission of a
proposal requesting that the board of directors create a fund that would provide lawyers, clerical
help, witness protection and records protection for victims of retaliation, intimidation and
troubles because they are stockhelders of publicly-owned companies).

The current Proposal is vague and indefinite in a number of fundamental respects. First,
it fails to specify the “social responsibility” and “environmental” criteria with which it is
concerned. It does not indicate whether the focus should be global or local — or perhaps just
limited to the workplace — or what matters should be considered. The “Whereas” clause poses
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rhetorical questions with regard to “sexual harassment” and “race discrimination” and
“environmental accidents,” but the Proposal does not indicate whether these specific matters
should be considered or how they should be considered. The Proposal notes that 70% of Fortune
100 companies *“use at least one social responsibility criterifon],” but does not specify which
one(s) it would have the Company’s shareholders vote on or the Company use.

Second, although the Proposal says that social responsibility and environmental criteria
should be “among the goals that executives must meet,” it does not set forth the means by which
the executives’ compliance with such goals would be measured. The Company would be left
unable to decide what type of criteria it should use to evaluate an executive’s performance with
respect to matters of social responsibility. Again, the Proposal poses a hypothetical, asking
whether “responsible officers pay [should] be on a business-as-usual scale in a year of a major
environmental accident,” but does not begin to consider, for instance, who would judge whether
such an incident is “major” and which officers would be deemed “responsible” in any given case.

Third, the supporting statement doesn’t lend any support to the resolution; it merely says
that it is important that the Company “adopt social responsibility and environmental criteria for
executive compensation because” and then includes a litany of statistics solely related to tobacco
smoking — and nothing else. This suggests that depiction of smoking should be a cniterion, but
leaves the Company (and shareholders) unclear as to what role other issues (including those
mentioned in the “Whereas” clause) should play. Nor does the reference to smoking in motion
pictures provide any clarity as to how compensation should be evaluated with respect to this
issue. The Company would have no idea what actions with regard to the depiction of smoking in
movies might be grounds for increasing or decreasing executive compensation, and shareholders
voting for the Proposal would have no way of determining what actions the Proposal would
encourage or discourage and what the ultimate effect on compensation would be.

The Staff has concurred in the exclusion of a similar proposal in R/R Nabisco Holdings
Corp. (February 25, 1998). In that case, shareholders had proposed to link executive
compensation with a “reduction in teenage smoking.” The registrant sought to exclude the
proposal as beyond the registrant’s power to effectuate because it was “unclear what specific
standards the company would have to meet.” This Proposal’s standards are no clearer than those
of the proposal in RJR Nabisco Holdings Corp. — indeed, this Proposal offers no specific
standards at all. As in RJR Nabisco Holdings Corp., the Proposal is properly excludable under
Rule 14a-8(i)(6).

The Proposal may also be excluded as vague and indefinite because the supporting
statement is largely irrelevant to the Proposal and its “Whereas™ clause. The supporting
statement fails to draw a connection between the studies relating to smoking in the movies
described in the statement and the substance of the Proposal itself. The Staff stated in Staff
Legal Bulletin 14 (July 13, 2001) that “when a proposal and supporting statement will require
detailed and extensive editing in order to bring them into compliance with the proxy rules, [the
Staff] may find it appropriate for companies to exclude the entire proposal, supporting statement,
or both as materially false or misleading.” The Staff has concurred in exclusion on this ground
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when, as here, there is a substantial disconnect between the Proposal and the supporting
statement. In Kmart Corp. (March 28, 2000), the Staff concurred in exclusion of a proposal to
disclose contributions to political parties not recognizing the rights of the unbom when the
supporting statement consisted entirely of statements largely irrelevant to the proposal.’

. Accordingly, based upon Rule 14a-8(i)(3) and Rule 14a-8(i)(6), the Company intends to
exclude the Proposal from the 2005 Proxy Materials. The Company respectfully requests the
Staff to confirm that it will not recommend enforcement action if the Company omits the
Proposal from the 2005 Proxy Materials pursuant to Rule 14a-8(i)(3) and Rule 14a-8(i)(6).

1. The Proposal May Be Excluded Because the Sponsors Cannot Evade the “Ordinary
Business Operations™ Exclusion by Linking an Excludable Matter to Executive
Compensation :

The Proposal’s focus on executive compensation is an apparent attempt to circumvent the
“ordinary business operations” exclusion for pro?osals relating to the content, sale, distribution
or manner of presentation of particular products.” The Sponsors’ attempt to circumvent the
ordinary business exclusion by submitting this Proposal must fail, however, because the Staff has
consistently taken the position that a proposal may be excluded in its entirety pursuant to Rule
14a-8(1}(7) if part of the proposal relates to ordinary business, even when the remainder of the
proposal relates to matters other than ordinary business, such as executive compensation. In
Associated Estates Realty Corporation (March 23, 2000), the Staff concluded that a proposal
which made recommendations concerning the compensation of the chief executive officer and
the institution of a business plan which would include disposition of non-core businesses and
assets could be excluded in its entirety because it related in part to ordinary business operations.

! Even if the Staff were to disagree that the Proposal is vague and indefinite, and hence excludable in its entirety, the
total irrelevance of the supporting statement requires at a minimum that the supporting statement be excluded from
the Proposal. As discussed above, Staff Legal Bulletin 14B expressly reaffumed certain grounds for “medification
or exclusion” of proposals in accordance with Rule 14a-8(i)(3). Among the grounds specifically reaffirmed were
situations where “substantial portions of the supporting statement are irrelevant to a consideration of the subject
matter of the proposal, such that there is a strong likelihood that a reasonable shareholder would be uncertain as to
the matter on which she is being asked to vote.” In the precedents, the Staff has also consistently recognized that
supporting statements, or portions thereof, which are unrelated or imvelevant to the subject matter of the proposal
may be confusing and misleading to shareholders in violation of Rule 14a-9 and are excludable pursuant to Rule
14a-8(i)(3) or its predecessor, Rule 14a-8(c)(3). See, ¢.g.,, Freeport-McMoRan Copper & Gold Inc. (February 22,
1999); Knight-Ridder, Inc. (December 28, 1995); Cigna Corp. (February 16, 1988).

% This Proposal was submitted by members of a group of agencies who have been working together with other
agencies on issues relating to the depiction of smoking in the movies. Other members of this group have submitted
a separate proposal for inclusion in the Company’s 2005 Proxy Materials calling for a report on “(i} the impact on
adolescent health arising from their exposure to smoking in movies (or other Company programming) our Company
has released or distributed and (ii) any plans to minimize such impacts in the future” (the “Health Impacts
Proposal™). The Company believes it may exclude the Health Impacts Proposal under the long line of no-action
letters supporting exclusion of such proposals and has submitted a separate letter regarding that proposal.
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Similarly, in £*Trade Group, Inc. (October 31, 2000), the Staff concurred in the omission of a
proposal under the ordinary business exclusion which recommended a number of potential
mechanisms for increasing shareholder value, including: (a) the sale of the company; (b)
changes to the executive compensation plan to more accurately reflect company performance and
tie compensation to that performance; (c) reduction of staff to improve earnings performance;
and (d) dismissal and replacement of executive officers. The Staff concluded that since two out
of four of the mechanisms suggested by the proponent implicated ordinary business matters, the
entire proposal should be omitted.

The same conclusion should be reached with regard to this Proposal because the
supporting statement makes it clear that the Sponsors are using the form of an executive
compensation proposal to sneak in its otherwise excludable opinion regarding a matter of
ordinary business (on-screen smoking in the Company’s movies).

A proponent using a similar strategy failed in Wal-Mart Stores, Inc. (March 15, 1999),
where the proposal, on the surface, seemed to be seeking a report on the company’s actions to
ensure it did not purchase from suppliers who manufactured items using forced labor, convict
labor, child labor or who failed to comply with laws protecting their employees’ wages, benefits,
working conditions, freedom of association and other rights. The Staff noted, however, that a
paragraph of the submission related to the registrant’s policies to implement wage adjustments to
ensure adequate purchasing power and a sustainable living wage. Given that this paragraph
implicated ordinary business matters, the Staff determined that the entire proposal could be
excluded under Rule 14a-8(i)(7). See also Z-Seven Fund, Inc. (November 3, 1999) (proposal
containing corporate governance recommendations as well as ordinary business
recommendations was permitted to be excluded in its entirety, with the Staff reiterating its
position that it is not their practice to permit revisions to shareholder proposals under the
ordinary business exception). Consistent with past Staff practice, this Proposal should be
excludable under Rule 14a-8(i)(7), and no revisions should be permitted.

Accordingly, based upon Rule 14a-8(i)(7), the Company intends to exclude the Proposal
from the 2005 Proxy Materials. The Company respectfully requests the Staff to confirm that it
will not recommend enforcement action if the Company omits the Proposal from the 2005 Proxy
Materials pursuant to Rule 14a-8(i)(7).

Iv. Conclusion

For the foregoing reasons, the Company respectfully requests that the Staff confirm that it
would not recommend enforcement action if the Company omits the Proposal from its 2005
Proxy Materials. If you have any questions, or if the Staff is unable to concur with the
Company’s conclusions without additional information or discussions, the Company respectfully
requests the opportunity to confer with members of the Staff prior to the issuance of any written
response to this letter. Please do not hesitate to contact the undersigned, Pamela S. Seymon, at
(212) 403-1205.
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Please acknowledge receipt of this letter and its attachments by stamping the enclosed
copy of the first page of this letter and returning it in the self-addressed stamped envelope
provided for your convenience.

Very truly yours,

Pamela S. Seymon
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STJOSEPH
HEALTH SYSTEM
ANNEX A Michael Eisner
P.0. Box 14132
September 27, 2004 Orange, CA 92653-1512

714.347.7500 Tel
714.342.750) Fax

Michael Eisner, CEQ

Walt Disney Company

500 South Buena Vista Street
Burbank, Califorma 91521-0931

Dear Mr. Eisner:

The St. Joseph Health System is a shareholder of Walt Disney Company. As a religious-sponsored
Health Care System, we seek 10 reflect our values in our investment decisions. We continue to be
concemed about smoking in motion pictures and how it stimulates adolescents to smoke, and in
turn, how this impacts on shareholder value.

We are submitting this resolution for inclusion in the proxy statement in accordance with Rule
14-a-8 of the General Rules and Regulations of the Secunties and Exchange Act of 1934 for
consideration and action by the shareowners at the annual meeting. St. Joseph Health System owns
5,500 shares of DISNEY WALT CO COM STOCK whose market value is in excess of $2,000.
These shares have been held since March 3, 2003. We will continue 1o hold at least $2000 worth
of stock until after the next annual meeting.

Enclosed is our proof of ownership of common stock in Walt Disney Company.

As religious investors, dialogue with companies is our preferred form of interaction to discuss the
issues involved in this resolution. We trust that a dialogue on this topic will be of interest to you as
well.

Sincerely,

% Gaido

Vice President
Advocacy & Government Relations

cc: Michacl Crosby

A Miristry of the
Sisters of St. Joseph
of Crange




URSULINE PROVINCIALATE

EASTERN PROVINCE OF THE UNITED STATES

323 EAST 198TH STREET, BRONX, NEW YORK 10458-3105
718:365:7410 FAX 718:733-4498

September 27, 2004 REC EIVED

Michael D. Eisner, CEO " SEP 2 8 2004
Disney Company
500 S.Buena Vista Michael Eisner

Burbank, CA 91521-1010
Dear Mr. Eisner:

The Ursuline Sisters of the Eastern Province of the U.S. in choosing its investments
considers the socially responsible and environmental performance of a company as well
as its financial accountability. We are an international community involved in the work of
education and as such are keenly interested in the effects of a company’s actions on the
lives of younger children and adolescents. In recent studies it has been shown that the
effect of exposure to smoking in motion pictures has been a primary incentive for
adolescents in initiating smoking (The Lancet, June,2003). In light of the increasing
practice of Board compensation committees to use social responsibility criteria in setting
compensation, we ask that our compensation committee give consideration to this
practice.

The Ursuline Provincialate of the Eastern Province of the United States are the beneficial
owners of at least two thousand dollars ($2000) worth of Disney stock. We have
continuously held these shares for over one year and will continue to be legal
shareholders at least until the next annual meeting. A letter of verification of ownership
is enclosed.

1 am hereby authorized to notify you of our intentions to present the attached proposal
requesting that the Board’s Compensation Committee, when setting executive
compensation, include social responsibility and environmental (as well as financial)
criteria among the goals that executives must meet for consideration and action by the
stockholders at the next annual meeting. I hereby submit this for inclusion in the proxy
statement in accordance with rule 14-a-8 of the general rules and regulations of the
Securities Exchange Act of 1934,

Ms. Mary Ann Gaido of St. Joseph Health System will serve as the pnmary contact.

Sipcerely,

AL : 05
Mary suuii\ osu ¢
Corporate Responsibility Representative
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Sep 2 9 2004

Michael Eisner

THE SISTERS OF ST. FRANCIS OF PHILADELPHIA

October 27, 2004

Michae) D. Eisner, CEO
Disney Corporation

500 S. Buena Visla street
Burbank, CA 91521-0931

Dear Mr. Eisner:

Peace and all good! The Sisters of St. Francis of Philadelphia have been shareholders in Disney for
several years. We are very concerned with the excesses in executive compensation and the lack of
correlation between financial performance and various aspects of social responsibility. We recognize
that this is an issue that needs the response of the Board's Compensation Committee and believe that
Disney will address specific criteria related to executive compensation that includes many aspects of
social and environmental responsibility. Qur concern extends to the most recent scientific evidence
that exposure to on-screen smoking has ill effects on adolescents. We trust that you will charter a
course that is designed to benefit both shareholder and consumer.

1 am hereby authorized to notify you of our intention to submit this enclosed shareholder proposa!
with St. Joseph Health System. I submit it for inclusion in the proxy statement for consideratior: and
action by the next stockholders meeting in accordance with Rule 14-a-8 of the General Rules and
Regulations of the Securities and Exchange Act of 1934 . A representative of the filers will attend
the shareholders meeting to move the resolution. We hope that the company will be willing to
dialogue with the filers about this proposal. Pleasc note that the contact person for this resolution
wiil be: Ms. Mary Ann Gaido, Advocacy and Govenment Relations. Her phone number is: 714-
347-7751.

As verification that we are beneficial owners of common stock in Disney, I enclose a letter from
Northern Trust Company, our portfolio custodian attesting to the fact. It is our intention to keep
these shares in our portfolio.

Respectfully yours,

,)'!-' Et"’& %ﬂaé/ Py
NoraM. Nash , OSF
Director, Corporate Social Responsibility

Enclosures

cc: Mary Ann Gaido, St. Joseph Health Sysiem
Mike Crosby, OFM Cap.
Julie Wokaty, ICCR

Office of Corporate Socis] Retponsibility
6P South Convent Road « Aston, P4 EX14-1 207
G11R558-760) « Fax: 61015385855 « bi-marl: nnast@osfphulaorg « waw.asfphda org




disters of
Saint Dominic

5635 Erie Street SE2 2 9 72004
Racine, Wisconsin 53402-1900
{262) 639-4100
Fax (262) 639-9702

September 28, 2004

Michael Eisner, CEQ
The Disney Company
500 S. Buena Vista
Burbank, CA 91521-1010

Dear Mr. Eisner,

The Sisters of St. Dominic of Racine, Wisconsin are members of the Interfaith
Center on Corporate Responsibility, a North American association of 275
Protestant, Catholic and Jewish institutional investors who are committed to
addressing social issues as shareholders. We believe that in determining
executive compensation, the Board of Directors should consider all aspects of
company performance not just financial performance. This includes the social
responsibility and environmental performance that is expected of a good corporate
citizen.

An environmental consideration that affects the health of adolescents is the
promotional effect of on-screen exposure to tobacco usage. We know that Walt
Disney is committed to helping people live longer and healthier lives and work to
prevent fiture deaths that are tobacco related. We want to work with your
company to limit the onscreen exposure that our children have to harmful
behaviors.

The Sisters of St. Dominic of Racine, Wisconsin are the beneficial owners of

. 10,200 shares of Walt Disney common stock. A statement verifying our ownership
will be sent to you under separate cover. We are filing the enclosed resolution on
corporate governance for action at the annual meeting of 2005. We submit it for
inclusion in your proxy statement in accordance with rule 14a-8 of the general rules
and regulations of the Secuwrities and Exchange Act of 1934. Please name in the
proxy statement the Sisters of St. Dominic of Racine, Wisconsin as co-filers with
the St. Joseph Heaith System who are the primary. We will continue to hold
shares in Walt Disney through the annual meeting. '
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We are aware that dialog has been taking place on this issue. We wilt happily
withdraw the resolution pending a successful outcome of the dialog. For matters
relating to this resolution, ptease contact our authorized representative:

Sharon Geertsen phone: 262-639-4100
5635 Erie Strest fax: 262-638-9702
Racine, Wi 53402 email: sgeertsen@junoc.com
Sincerely,
(' DMW(Q@W/
Sharon Geerisen

Director of Finance

Enclosures: Resolution

Copies to: Ms. Mary Ann Gaido — St. Joseph Health System,
Michael Crosby, Wisconsin Coalition for Responsible Investing,
Julie Wokaty — Interfaith Center on Corporate Responsibility




CORPORATE GOVERNANCE: DISNEY

WHEREAS, the size of executive compensation, often deemed excessive, has become a major
public as well as corporate issue. We believe that boards, in setting executive compensation, should
consider the social responsibility and environmental performance, as well as the financial
performance, of the company. We believe that:

All too often top executives have received considerable increases in compensation packages
even when the company’s financial performance or social responsibility performance has
been medtocre or poor. .

The relationship between compensation and the social responsibility and environmental
performance is an important question. For instance, should the pay of top officers be
reduced if the company is found guilty of systematic sexual harassment or race
discrimination or poor environmental performance, especially if the result is costly fines or
expensive, protracted litigation? Should responsible officers pay be on a business-as-usual
scale in a year of a major environmental accident?

Questions of this type deserve the careful scrutiny of our board and its Compensatior
Commiittee. Many companies are now using social responsibility criteria in setting executive
compensation. For example, more than 25% of Fortune 100 companies report that they
integrate workplace diversity or environmental criteria in setting their compensation
packages and several (including ChevronTexaco, Coca-Cola and Proctor & Gamble) report
that they use both of these criteria. Over 70% use at least one social responsibility criteria.
When compensation is tied to social responsibility, better social responsibility performance
will inevitably follow.

RESOQOLVED, the shareholders request the Board’s Compensation Committee, when
setting executive compensation, to include social responsibility and environmental (as well as
financial) criteria among the goals that executives must meet.

SUPPORTING STATEMENT

We believe that it is especially appropriate for our company to adopt social responsibility and
environmental criteria for executive compensation because:

Exposure to smoking in motion pictures is the primary recruiter of new adolescent smokers
in the United States (The Lancet, June, 2003). Controlling for all other factors, a longitudinal
study of more than 2,500 adolescents found this exposure accounted for 52% of smoking
initiation in the group.

Those researchers also found that the promotional effect of on-screen exposure to tobacco
use was largest among children of nonsmokers. Thus, exposure to smoking in movies can
neutralize the positive effects of parental role modeling and parental opposition to smoking.
Content analysis studies at the University of California-San Francisco found that, in the five
years 1999-2003, 81% of all 145 live-action movies our Company released to theaters
included smoking; 73% of our youth-friendly movies included smoking.

" In both 2002 and 2004 the government’s Centers for Disease Control cited frequency of

smoking in movies as a primary reason that youth smoking rates are dropping more slowly
than earlier.

Expert commentary published in The Lancet has projected that eliminating smoking from
future films rated G, PG and PG-13 would reduce by half the estimated 390,000 adolescents
recruited by their exposure to such scenes in all U.S. releases and avert 50,000 future deaths
a year from tobacco-related disease.

2005TMTDisneyCorpGovFinal092104 496 words, excluding title
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PAUL M. NEUHAUSER

Attorney at Law (Admirted New York and lowa)

1253 North Basin Lane
Siesta Key
Sarasota, FL 34242
Tel and Fax: (941) 349-6164 Email: pmneuhauser@aol.com

November 23, 2004

Securities & Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Att: Heather Maples, Esq.
Office of the Chief Counsel
Division of Corporation Finance

Re. Shareholder Proposal Submitted to The Walt Disney Company
Via fax
Dear Sir/Madam:

I have been asked by the St Joseph Health System, The Sisters of St. Francis of
Philadelphia, the Sisters of St. Dominic of Racine, Wisconsin and the Ursuline
Provinciaiate of the Eastern Province of the United States (who own, in total, more than
115,000 shares of cornmon stock of The Walt Disncy Company and who are hercinafter
referred to collectively as the “Proponents™), each of which is a beneficial owner of
shares of common stock of The Walt Disney Company (hereinafter referred to either as
“Disney” or the “Company”), and who have submitted a shareholder proposal to Disney,
to respond to the Jetter dated October 15, 2004, sent to the Securitics & Exchange
Commission by Wachtell Lipton Rosen & Katz on behalf of the Company, in which
Disney comtends that the Proponemts’ sharcholder proposal may be excluded from the
Company's year 2005 proxy statement by virtue of Rules 14a-8(1)(3), 8(iX6) and 8(iX 7).

1 have reviewed the Proponents’ shareholder proposal, as well as the aforesaid
letter sent by the Company, and based upon the foregoing, as well as upon a review of
Rule 145-8, it is my opinion that the Proponents” shareholder proposal must be included
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in Disney’s year 2005 proxy statement and that it is not excludable by virtue of any of the
cited rules.

The proposal calls for the Company to include non-financial criteria when setting
goals 1o be met in order for executives to obtain levels of executive compensation.

RULE 14a-8(i)3)

The Company argues that the proposal is vague and indefinite. Jdentical
arguments have been made by issuers with respect to proposals dealing with
applying sociat and environmental criteria to executive compensation, Such
arguments have iong been uniformiy rejected by the Staff. See, e.g., Time Warner
Inc. (February 22, 1996); Phillp Morris Companies, Inc. (December 28, 1995),
Occidental Petroleurn Corporation (January 5, 199%); E.1. DuPont de Nemours and
Compony (February 286, 1993); Chrysler Corporation {February 26, 1993); Texaco,
Inc. (Febmyary 26, 1993). In contrast to these no-action letters, each of which dealt
specifically with a claim that 8 proposal which asked for the use of soclal and
environmental criteria In setting executive compensation constituted a vague and
Indefinite proposal and was thereby exciudable under Rule 14a-8(i)(3) (then Ruie
1438-8(c){3)), the Company has cited a diverse bunch of no-action ietters, none of
which Is even vaguely relevant to the instant proposal. (E.g., pro-ration of
compensation without any indication of what that meant in a resolution calling for a cap
on salary: a reference to “these standards™ that had no antecedent; a proposal that the
regiswant not cannibalize the bodies of unborn children; a proposal that corporate
governance be improved with no indication of the ways in which it was deficient; a
proposal to equate gratuitics; a refercnce to recommendations without saying what they
were etc.)

In short, the Compeny’s no-action citations are inapposite. In contrast, the Staff’s
long-standing position is clear. Since Disney has advanced no argument why the Staff
shoutd, in light of changed circumstances or otherwise, overrule the past Staff
decisions, there is no reason for the Staff to do so.

The Company’s further cavils are, frenkly absurd, (For example, that there is no
definition of the term “environmental” or that there is no specificity as to whether the
proposal applics locally or globally.) Needless to say, the proposal does not set the exact
criteria to be adopted, but leaves the matter to the Board, since to do othcrwise would
lead to a violation of the strictures of Rule 14a-8(i)X(7) as an attempt to micTo-manage the
firm. It would make no sense for the Rule to require, on the one hand, that unless the
criteria are enumerated the proposal is so vague as 1o be excludable under Rule 14e-
8(i)3). and on the other that if the criteria are spelied out in detail that the proponent
would be micro-managing the registrant in violation of Rule 14a-8(iX7). In this
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connection, we observe that although the Company complains in its “second” and “third”
points (see first two full paragraphs, page 4 of its letter) that the shareholder proposal
fails to say how the social criteria goals are to be measured, we note that the Proponents’
proposal is less vague than was the Compensation Committee report in Disaey’s 2004
proxy staternent, which merely listed a bunch of possible methods for setting executive
compensation goals without saying which would actually be used, what their relative
weight would be or at what Jevels the huddles would be set.

Nor does the citation of R/R Nabisco Holdings Corp. (February 25, 1998) have
any probative value. The sharcholder proposal in that case did not call for using “social
responsibility and environmental criteria” in sefting executive compensation, as docs the
Proponents’ proposal. Rather it requested the tying of cxccutive compensation to a
specific factor. The difficulty was that the specified factor (“federally mandated
decreases™) did not exist. (In the words of the registrant’s letter to the Commission, RJR’s
Board “cannot adopt a compensation system that links future executive compensation to
‘federally mandated decreases’ in youth smoking becausc these standards do not exist™.)
The no-action letter is therefore wholly irtelevant to the instant situation,

Finally, the Company’s argument that the Proponents’ proposal is excludable
because the supporting stetement is “largely irrelevant to the Proposal” is no more
persuasive than its other 14a-8(iX3) arguments. In this connection, the form of the
argumentation in the proposal should be noted. The Whereas clause sets the general
predicate that social and environmental factors, as a gencral matter, should be taken into
account in setting executive compensation. Afier the text of the Resolve Clause, the
Supporting statement points out why those general arguments are especially applicable to
this particular company. It would appear to be an eminently sensible design of a
shareholder proposal. The Company is, in effect, arguing that proponents may not
specify why & peneric proposal is especially needed and applicable to any given
company. Such a result would not only be contrary to good sense and public policy, but
would also be directly in conflict with past Swff decisions. Sce, e.g., Time Warner, Inc.
(February 22, 1996) (social responsibility and environmental criteria with examples given
relating to violence it movies), Occidental Petroleum Corporation (January 5, 1995)
(similar proposal, with examples given of Occidental’s environmenta) difficulties); £./.
DuPont de Nemours and Company (February 26, 1993) (similar proposal, with examples
of toxic and globa! warming releases into the atmosphere), Texaco. /nc. (February 26,
1993) (similar proposal, with references to oil spills and pollution). In short, no serious
consideration should be given to the Company’s contention thar specifying the reason
why a shareholder proposal is needed at a given company is a reason to exclude that

proposal.

For the foregoing reasons, the Company’s argument that the Proponents’
sharcholder proposal is excludable by virtue of Rule 14a-&(1)(3) shouid be rejected.
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Rulc 142-8(iX6)

Since the Proponents’ shareholder proposal in neither vague nor indefinite, and
since (unlike the situation in RJR Nabisco) it talks of critenia that actually exist ia the real
world, it will be possible for Disney’s Board to effectuate the Proponents’ proposal. it
therefore is not subject to exclusion by virtue of Rule 14a-8(i)6).

Rule 14a-8(iX7)

We are puzzled as to why the Company believes that any of the no-acton letters
that it cites is in any mannes, shape or form applicable to the instant situation. We would
agree with the proposition for which those letters stand, namely, that it is the Staff
position that if any sub-pert of the proposal is a matter of ordinary business then the
entire proposal is excludable. We fail to find the relevance of this Staff position to the
Proponents’ sharcholder proposal, which deals with but a single, undivided matter,
namely, executive compensation. That is a topic explicitly immune from the ordinary
business exclusion,

The Company implicitly suggests that the proposal is not about exccutive
compensation at afl. However, it fails utterly 1o explain why that is so. The Company’s
argument is similar to the one discussed above in connection with (iX3), whereby the
Company would exctude the reasons why a generic resolution has especial applicability
to & given company. It is thercfore not surprising that the Staff has consistently rejected
similar attempts to claim that executive compensation resolutions arc “really™ about
somcthing else. See, c.g., Time Warner, /nc. (February 22, 1996) (the registrant argucd
that “the proponent unsuccessfully attempts to turn & proposal that deals only with,
matters related to the Company’s ordinary business operations into one dealing with
exccutive compensation”), Chrysler Corporation (February 26, 1993) (the registrant
argued that the proposal although “ostensibly” dealing with executive compensation
really dealt with numerous “matters of ordinary business operations” and that the
proponent was attempting “an ‘end-run’ around that [(iX7)] exclusion”), Texaco, Inc.
(February 26, 1993) (the registrant argued that “the proposal, although couched in terms
of executive compensation, is really & proposa) dealing with a variety of marters that
rejats to the ordinary business operations of the Compaay™), Eastman Koadak Company
(February 23, 1993) (The registrant contended: “The proposal, although couched in terms
of executive compensation, is really a proposal dealing with a varicty of matters that
relate to the conduct of the ordinary business operations of the Company.”). See also E.1
DuPont de Nemours and Company (February 26, 1993).

For the foregoing reasons the Proponents" sharebolder proposel is not subject to
exclusion by vistue of Rule 14a-8(i)7).




In conclusion, we request the Staff w inform the Company that the SEC proxy
rules require denial of the Company'’s no action request. We would appreciate your
telephoning the undersigned at 941-349-6164 with respect to any questions in connection
with this matter or if the staff wishes any further information. Faxes can be received at
the same number. Please also note thar the undersigned may be reached by mail or
express delivery at the letterhead address (or via the email address).

Very truly yours,

aul M. Neuhauser
Attorney at Law

cc. Pamele S. Seymon
All Proponents
Rev. Micharl Crosby
Dr, Stanton A_ Glantz
Conrad MacKerron
Sister Pat Wolf
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AMY R, WOLF
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November 30, 2004

U.S. Securities and Exchange Commission
Division of Corporation Finance

Office of Chief Counsel
450 Fifth Street, N.W.

Washington, D.C. 20549

Re:

Ladies and Gentlemen:

Sponsors for inclusion in the Company’s proxy materials for its 2005 Annual Meeting of

LORI &, SHERMAN
PAULA N. GCRDON

T. EIKD STANDE
DAVIO A, SCHWARTZ
ANDREIW J.H, CHEUNG
NICHOLAS G, DEMMG
IGOR KIRMAN
JONATHAN M, MOSES
ADAM J, BHAPIRO
JED 1. BERGMAN
MICHAEL A. CHARLISH
DAMIAN O. DIDDEN
JOHN A, ELOFBON
MICHAEL E. JILLIGAN
JOMN F. LYNCH

ERIC M. ROBOF
WILLIAM SAVITT
MARTIN J.L. ARMS
BENJAMIN O, FACKLER
ISRAEL FRIEDGMAN
DIMITRY JOFFE

ROY J. KATZOVICZ
RODERT J, LILUBIKCIC
GREGORY L. OSTLING
JONATHAN E, PICKHARET
GREGORY N. RACZ
COWARD J.W. BLATNIXK
BENJAMIN 5, BURMAN
NELBON ©. FITTS
JEFFREY €, FOURMAUX
MICHAEL GAT

JEREMY L. GOLDSTEIN
MAURA R, SROBSMAN
JOBHUA M. HOLMES
JOSHUA A, MUNN
DAVID E. SHAMRO
ANTE VUCIC

VAN BOCZIRO

KEVIN M. COBTANTINDG
MATTHEW M. QUEST
WILLIAM R, HARKER
DAVID £, KAHAN

MARL A, KOENID
DAVID K, LAM
KENMETH K. LEE
LAURA E. MUROZ
JAMES J. PARK
GEQHOE J. AHEAULT
MICHAEL 8, WINOGRAD
FOREEST O, ALOGNA
BAMUEL M. BAYARD
JAMES R, LEVINE
STEPHANIE P. LISTOMIN
GOHRLION M. MEAD

P, MORGAN RICKS
DANIELLE L. ROSE
BEENJAMIN M. ROTH
RICHARD C. SQUIRE
ROBIN M. WALL
JOBFUA O, BLANK
JOBRUA A, FELTMAN
JORGCAN A. GOLOSTEIN
CHETAN GULATI
ANDREW 8. JACOBS
JASON M. LYNCH
DEBCRAAH MARTINEZ
STEPHAMIE U, VAN DUREN
ADIR G. WALOMAN

B. UMUT ERGUN
KRISTELIA A. GARCIA
RICHARD §. GIPSTEIN
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Shareholder Proposal Submitted by St. Joseph Health System et al. for Inclusion in
the 2005 Proxy Statement of The Walt Disney Company

This letter is submitted on behalf of our client, The Walt Disney Company (the
“Company”), in response to the November 23, 2004 letter from Paul M. Neuhauser on behalf of
St. Joseph Health System, the Sisters of St. Francis of Philadelphia, the Sisters of St. Dominic of
Racine, Wisconsin and the Ursuline Provincialate of the Eastern Province of the United States
(collectively, the “Sponsors”) to the Securities and Exchange Commission (the “Commission™)
regarding a shareholder proposal and supporting statement (the “Proposal”) submitted by the

Stockholders (the “2005 Proxy Materials”). A copy of the Sponsors’ November 23, 2004 letter
is attached hereto as Annex A (the “Sponsors’ Response Letter™),

On October 15, 2004, we submitted a letter (the “Request Letter”) on behalf of the
Company to request confirmation from the Staff of the Division of Corporation Finance of the
Commission (the “Staff”) that it would not recommend to the Commission that any enforcement
action be taken if the Company excludes the Proposal from its 2005 Proxy Materials. The
Sponsors’ Response Letter is the Sponsors’ response to the Request Letter.
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We are of the view that the Sponsors’ arguments, as set forth in the Sponsors’
Response Letter, are flawed and do not adequately address our arguments in the Request Letter.
We therefore continue to believe that the Company may exclude the Preposal from the 2005
Proxy Materials for each of the reasons given in the Request Letter: Rules 14a-8(i)(3) and 14a-
8(1)(7). The reasons for our conclusions in these regards are described in the Request Letter and
further articulated below. In addition, we feel compelled to bring to the Staff’s attention several
items presented in the Sponsors” Response Letter.

L The Company May Exclude the Proposal Pursuant to Rules 14a-8(i)(3) and 14a-8(i)(7)

The Sponsors fail to adequately address the arguments for excluding the Proposal
set forth in the Request Letter and, as a result, all of our detailed bases for exclusion of the
Proposal pursuant to Rules 14a-8(1)(3) and 14a-8(1}(7), discussed in the Request Letter, need not
be reiterated. However, we take note of certain inaccurate assertions made by the Sponsors and
also further articulate certain of the Company’s bases for exclusion.

With respect to the Company’s Rule 14a-8(i)(3) ground for exclusion, the
Sponsors state that the Staff has rejected “identical arguments” by issuers “with respect to
proposals dealing with applying social and environmental criteria to executive compensation.”
As support for its contention, the Sponsors repeatedly cite a unique strin% of irrelevant no-action
letters wherein the Staff declined exclusion pursuant to Rule 14a-8(i)(3).” The Sponsors’
assertion to the contrary notwithstanding, none of these no-action letters “asked for the use of
social and environmental criteria in setting executive compensation.” Rather, each and every
one of such no-action precedents involved proposals merely requesting the commissioning of a
review and report with recommended changes on the compensation practices of the respective
companies. The instant proposal is a fundamentally different exercise. A proposal, such as the
Proposal, calling on a compensation committee to include mandatory criteria in setting executive
compensation must be articulated with sufficient clarity so as to enable the shareholders, the
Board of Directors of the Company (the “Board”) and the compensation committee to evaluate
what would be required should the proposal be adopted. Conversely, a proposal that merely
seeks a review and report on a company’s compensation practices is abviously not as restricted
given the open-ended nature of such an exercise.

In addition, the Proposal is also vague and indefinite and therefore excludable
pursuant to Rule 142-8(i)(3) because the Proposal fails to define critical terms or otherwise
provide guidance on how it should be implemented. For example, the Proposal does not define
which “executives” should be covered by the Proposal. The only indication provided by the
Sponsors is the Proposal’s vague references in the first bullet of the Proposal’s whereas clauses
to “top executives” and “top officers.” As such, the shareholders, the Board and the
compensation committee will be at a loss to determine which people at the Company fall within
the Proposal’s ambit. Does the Proposal’s definition of “executive” refer solely to senior

! Specifically, the Sponsors cite Time Warner, Inc. (February 22, 1996), Philip Morris Companies, Inc.

{December 28, 1995), Occidental Petroleum Corporation (January 5, 1995), E.f. DuPont de Nemours and Company
(February 26, 1993), Chrysler Corporation (February 26, 1993) and Texaco, /nc. (February 26, 1993).
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executive officers? Are directors also to be included? Is the Proposal limited only to “top
executives” (whatever that means), or does it refer to all “executives” as provided by the
resolution? Furthermore, the Proposal does not define the term “compensation.” Is
compensation limited to salary or does it include benefits? If the latter, does it include merely
medical, life, disability and similar employee benefits or does the term include perquisites, stock
options and other awards? See, e.g., Eastman Kodak Company (March 3, 2003) (permitting
exclusion pursuant to Rule 14a-8(i)(3) of proposal requesting that top salary be capped at
$1,000,000.00, including bonus, perks and stock options, and that this be pro-rated each year);
General Electric Company (January 23, 2003) (permitting exclusion pursuant to Rule 14a-8(i)(3)
of proposal seeking cap on salaries and benefits of $1,000,000.00 for officers and directors).
Nothing in the Proposal or the supporting statement adds any clarity or any answers to the above.
Instead, the Sponsors claim that were the Proposal any more detailed it would “lead to a
violation of the strictures of Rule 14a-8(i)(7) as an attemnpt to micro-manage” the Company. The
Sponsors’ attempt to turn a flaw (the Proposal’s inherent vagueness) into a virtue is unavailing.
Answers to questions like those posed above would substantially clarify how the Proposal would
affect compensation at the Company without becoming so detailed as to become
“micromanaging.”

The Sponsors rely on the same inapposite Staff decisions relating to Rule 14a-
8(i)(3) in attempting to avoid application of Rule 14a-8(i}(7). Once again, however, there is a
fundamental distinction between proposals that merely seek a review and report on executive
compensation practices and a proposal, such as the Proposal, that calls for the inclusion of
specified criteria in setting executive compensation.

In this regard, the Proposal is excludable pursuant to Rule 14a-8(i)(7) because it
deals with the Company's ordinary business operations (i.e., general compensation matters).
While the Staff has stated that proposals relating to senior executive compensation are not
excludable pursuant to Rule 14a-8(i)(7),? the Proposal is not limited to senior executive
compensation. Rather, it applies to executive compensation generally. This is clear not only
from the words of the specific resolution “. . . when setting executive compensation” (emphasis
added), but also from the whereas clauses in the Proposal that refer to “top executives,” the “pay
of top officers™ and “responsible officers pay.” This distinction—between proposals focusing on
senior executive compensation and those that touch upon compensation matters more broadly—
is critical. See, e.g., FirstEnergy Corp. (February 6, 2004) (permitting exclusion of proposal
relating to compensation of president, all levels of vice-president, CEO, CFO and all levels of
top management as relating to ordinary business operations); Lucent Technologies Inc.
(November 6, 2001) (permitting exclusion of proposal seeking to decrease salaries, remuneration
and expenses of all officers and directors as relating to ordinary business operations), Minnesota
Mining and Manufacturing Company (March 4, 1999) (permitting exclusion of proposal seeking
to limit yearly percentage increase of top 40 executives’ compensation and CEQ’s compensation
to amounts excludable as relating to ordinary business operations). At the Company, there are
scores of officers, vice-presidents, senior vice-presidents, division heads and others who are
executives and who would thus appear to constitute “executives” for purposes of the Proposal.

2 See, .2, Staff Legal Bulletin No. 14A (July 12, 2002).
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As a result, because the Proposat applies to a large number of employees, the
Proposal seeks the type of intrusion into a company’s “ordinary business” the Staff allows to be
excluded under Rule14a-8(i)(7) and therefore the Company should be permitted to omit the
Proposal. See FirstEnergy Corp., Lucent Technologies, Minnesota Mining and Manufacturing
Company, supra; see also The Student Loan Corporation (March 18, 1999) (permitting exclusion
of proposal to align compensation of vice-president and above level employees with shareholder
interests excludable as relating to ordinary business operations); FPL Group, Inc. (February 3,
1997) (allowing exclusion of proposal relating to restrictions on compensation paid to middle
and executive management as relatin% to ordinary business operations). The Sponsors cite
absolutely no support to the contrary.

II. Conclusion

For the reasons stated above and in the Request Letter, the Company respectfully
requests that the Staff confinm that it would not recommend enforcement action if the Company
omits the Proposal from its 2005 Proxy Materials. If you have any questions, or if the Staff is
unable to concur with the Company’s conclusions without additional information or discussions,
the Company respectfully requests the opportunity to confer with members of the Staff prior to
the issuance of any written response. Please do not hesitate to contact the undersigned, Pamela
S. Seymon, at (212) 403-1205. If you can please fax any Staff response to the Request Letter to
Roger Patterson of the Company at (818) 563-4160, we will ensure that the Staff response is
immediately mailed by overnight courier to the Sponsors and faxed to Mr. Neuhauser at his fax
number (914-349-6164).

Please acknowledge receipt of this letter and its attachments by stamping the
enclosed copy of the first page of this letter and returning it in the self-addressed stamped
envelope provided for your convenience.

Very truly yours,

fovmatia §. Sasgimonn

Pamela S. Seymon

3 In addition, that the Proposal does not appear to be principally focused upon executive compensation—-but

instead relates tc matters touching upon the ordinary business operations of the Company—is made all the more
evident by the written statement made by St. Joseph Health System in the cover letter it included with the initial
submission of the Proposal to the Company: “We continue to be concerned about smoking in motion pictures and
how it stimulates adolescents to smoke, and in turn, how this impacts on shareholder value.” Nowhere in its letter
does St. Joseph mention executive compensation.
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PAUL M. NEUHAUSER

Attorney at Law (Admitted New York and lowa)

1253 North Basin Lane
Siesta Key
Sarasota, FL 34242

Tel and Fax: (941) 349-6164 Email: pmneubauser@aol.com

November 23, 2004

Securities & Exchange Commission
450 Fifth Strect, N.W.
Washington, D.C. 20549

Att: Heather Maples, Esq.
Office of the Chief Counsel
Division of Corporation Finance

Re; Shareholder Proposal Submitted to The Walt Disncy Company
Via fax
Dear Sir/Madam:

I have been asked by the St Joseph Health System, The Sisters of St. Francis of
Philadelphia, the Sisters of St. Dominic of Racine, Wisconsin and the Ursuline
Provincialate of the Eastern Province of the United States (who own, in total, more than
115,000 shares of common stock of The Walt Disney Company and who are hereinafter
referred to collectively as the “Proponents™), each of which is a beneficial owner of
shares of common stock of The Walt Disney Company (bereinafter referred to either as
“Disney” or the “Company”), and who have submitted a shareholder propasal o Disney,
to respond to the letter dated October 15, 2004, sent to the Securitics & Exchange
Commission by Wachtell Lipton Rosen & Katz on behalf of the Company, in which
Disney contends that the Proponents’ shareholder proposal may be excluded from the
Company's year 2005 proxy statement by virtue of Rules 14a-8(iX3), 8(iX6) and 8(iX7).

I have reviewed the Proponents’ sharcholder proposal, as well as the aforesaid
letter sem by the Company, and based upon the foregoing, as well as upon a review of
Rule 14a-8, 1t is my opinjon that the Proponents’ shareholder proposal must be included
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in Disney’s year 2005 proxy statcment and that it is pot excludsble by virtue of any of the
cited rules.

. , . - . . g
The proposal calls for the Company to include nomﬁnanqml criteria when. settin:
goals to be met in order for executives to obtain levels of exccutive compensation.

RULE 14a-8()(3)

The Company argues that the proposal is vague and indefinite, Tdentical
arguments have been made by Issuers with respect to proposals dealing with
applying socia! and environmental criteria to executive compensation. Such
arguments have long been uniformly rejected by the Staff. See, e.g., Time w.?nm
Inc. (February 22, 1996); Philip Morris Companies, Inc. (December 28, 1995);
Occidentsi Petroleum Corporation (January 5, 1995); E.I. Dufont de Nemaurs and
Company (February 26, 1993); Chrysler Corporation (February 26, 1993}; Texaco,
Inc, (February 26, 1993). In contrast to these no-action letters, each of which dealt
specifically with a clalm that a proposal which asked for the use of sadal and
environmental criteria in setting executive compensation constituted a vague and
Indefinite proposal and was thereby excludabie under Rule 14a-8(1)(3) (then Rule
14a-8(c)(3)), the Company has cited a diverse bunch of no-action letters, none of
which is even vaguely relevant to the instant proposal. (E.g., pro-muon‘of
compensation without any indication of what that meant in a resolution calling for a cap
on selary; & reference to “these standards™ that had no antecedent; a proposal that the
registrant not canmibalize the bodies of unbom children; a propoesal that corporete
governance be improved with no indication of the ways in which it was deficient; a
proposal to equate gramitics; a reference to recommendations without saying what they
were ete.) :

In short, the Company's no-action citations are inapposite. In contrast, the Steff’s
long-standing position i ¢lear. Since Disney has advanced no argument why the Staff
should, in light of changed circumstances or otherwise, overrute the past Staff
declsions, there |5 no reason for the Staff to do so.

The Company’s further cavils are, frankly absurd. (For example, that there is no
definition of the term “environmental” or that there is no specificity as to whether the
proposal applics locally or globally.) Needless to say, the proposal does not set the exact
criteria to be adopted, but leaves the matter to the Board, since to do otherwise would
lead to a violation of the strictures of Rule 142-8(iX7) as an atternpt to micro-manage the
firm. It would make no sense for the Rule to require, on the one hand, that unless the
criteria are epumerated the proposal is 50 vague s to be excludable under Rule 14a-
8(i)X3), and on the other that if the criteria are spelled out in detail that the proponent
would be micro-managing the registrant in violation of Rule 14a-8(i}(7). In this

83
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connection, we observe that although the Compeny complains in its “second” and *third”
pomm(sufmmofuﬂpmagmphs,page4ofitsch)mm:shdeﬁpmpom
fails to say how the social criteria goals are to be measured, we ndte that the Proponcnts’
proposal is less vague than was the Compensation Committee report in Disney’s 2004
proxy statement, which merely listed a bunch of possible methods for sciting cxecutive
compensation goals without saying which would actually be used, what their relative
weight would be or at what levels the buddles would be set. .

Nor does the citation of R/R Nabisco Holdings Corp. (February 25, 1998) have
any probative value. The shareholder proposal in that case did not call for using “social
responsibility and environmental ctiteria” in sciting executive compensation, as does the
Proponents’ proposal. Rather it requested the tying of executive compensation to a
specific fector, The difficulty was that the specified factor (“foderally mandated
decreascs™) did not exist. (In the words of the registrant’s letter to the Commission, RIR’s
Board “cannot adopt 2 compensation system that links fiture executive compensation to
‘federally mandated decreases’ in youth smoking because these standards do not exist™.)
The no-action letter is therefore wholly irrelevant to the instant situation.

Finally, the Company’s argument that the Proponents’ proposal is excludable
because the supporting statcment is “largely irrclevent to the Proposal™ is no more

. persuasive than its other 14e-8(i)3) arguments. In this connection, the form of the

argumentation in the proposal should be noted. The Whereas clause sets the general
predicate that socia) and environmental factors, as 8 general matter, should be taken into
account in sétting executive compensation. After the text of the Resolve Clause, the
Supporting statement poins out why those general arguments are especially applicable to
this particular company. It would appear to be an eminently sensible design of a
shan_:holdcr proposal. The Company is, in effect, arguing that proponents may not
specify why a generic proposal is especially needed and epplicable to any given
company. Such a result would not only be contrary to good sense and public policy, but
would also be directly in conflict with past Staff decisions. Sec, ¢.g., Time Warner, Inc.
{February 22, 1996) (social responsibility and environmental criteria with examples given
m}aqngm violence in movies}, Occidereal Petrafeum Corporation (January 5, 1995)
(similar proposal, with examples given of Occidental’s environmental difficulties); £./.
DuPons de Nemours and Company (February 26, 1993) (similar proposal, with examples
of toxic md global warmiqg releases into the atmosphere), Texaco, Inc. (February 26,
1993) (similar proposal, with references to oil spills and poliution). In short, no serious
consideration should be given to the Company’s contention that specifying the reason
why & shareholder proposal is needed at a given company is 8 reason to exclude that

For the foregoing reasons, the Company's argument that the Proponents’
shareholder proposal is excludable by virtue of Rule 14a-8(i)3) should be rejected

B4
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Rule 14a-8(iX6)

- » - - - ' [ d
Since the Proponents” shareholder proposal in neither vague oot indefinite, an
since (unlike the situation in RJR Nabisco) ittﬂksofm&:mthﬁmﬂﬂy’eminthemal
world, it will be possible for Disney’s Board to effectuate the Proponcnts proposal. It
therefore is not subject to exclusion by virtue of Rule 14a-8(iX6).

Rule 14a-8(GX7)

WearepuzﬂedasmwhytheCompanybeﬁwesﬂm‘anyoﬂh.enq-acuonlmm
that it cites is in any manner, shape of form applicable to the instatt siuation. We would
ag:uwitbthcpmposiﬁonfo:whichthosclcﬂ:mstand,mqu.thatn_xsﬂ:Sta.ff
positionthatifanysub—panofﬂrcmpomlisamtwrofmﬂ:nmybusmwsg?cnﬂw
entire proposal is excludable. We fail to find the relevance of this Stgﬂ:'posxuontoﬂw
Proponents” shareholder proposal, which deals with but a single, undivided matter,
namely, executive compensation  That is a topic explicitly immune from the ordinary
businecss exclusion.

The Company implicitly suggests that the proposal is not about executive
compensation atall. However, it fails utterly to explain why that is so. The Company’s
argument is similar to the one discussed above in connection with (i)(3), whereby the
Company would exclude the reasons why a generic resolution has especial applicability
to a given company. It is therefore not surprising that the Staff has consistently rejected
similar atterspts to claimn that executive compensation resolutions are “really” about
something else. See, e.g, Time Warner, Inc. (February 22, 1996) (the registrant argued
that “the proponent unsuccessfully attempts to turn a proposal that deals only with.
matters related to the Company’s ordinary business gperations into one dealing with
executive compensation”), Chrysler Corporation (February 26, 1993) (the registrant
argued that the proposal although “ostensibly” dealing with executive compensation
really dealt with numerous “matters of ordinary business operations” and that the
proponent was attempting “an ‘end-run’ around that [(iX7)] exciusion™); Texaco, Inc.
(February 26, 1993) (the registrant argued that “the proposal, although couched in terms
‘of executive compensation, is really a proposal dealing with a variety of matters that
rclate to the ordinary business operatiops of the Company™), Eastman Kodak Company
(February 23, 1993) (The registrant contended: “The proposal, although couched in terms
of executive compensation, is really a proposal dealing with a varicty of matters that
relate to the conduct of the ordinary business operations of the Company.”). See also E. /.
DuFPont de Nemours and Company (February 26, 1993).

For the foregoing reasons the Proponents’ shareholder proposal is not subject to
exclusion by virtue of Rule 14a-8(iX7).
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In conclusion, we request the Staff to inform the Company that the SEC proxy
rules require denial of the Company's no action request. Wewoﬂdapgecigtcyom .
telephoning the undersigned at 941-349-6164 with respect to amy questions in connection
with this matter or if the staff wishes any further information. Faxes can be received at
the same number. Please also note that the undersigned may be reached by mail or
express delivery at the letterhead address (or via the email address).

Very truly yours,

Neuhatser
Attorney a1 Law

cc: Pamela S. Seymon
All Proponents
Rev. Michact Crosby
Dr, Stanton A Glantz
Conrad MecKerron
Sister Pat Wolf
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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 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.

It 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.

"




December 15, 2004

Response of the Office of Chief Counsel

Division of Corporation Finance ' e

Re:  The Walt Disney Company
Incoming letter dated October 15, 2004

The proposal requests that the compensation committee, when setting executive
compensation, include social responsibility and environmental criteria among the goals
executives must meet.

There appears to be some basis for your view that Disney may exclude the
proposal under rule 14a-8(i}(7), as relating to its ordinary business operations. In this
regard, we note that although the proposal mentions executive compensation, the thrust
and focus of the proposal is on the ordinary business matter of the nature, presentation
and content of programming and film production. Accordingly, we will not recommend
enforcement action to the Commission if Disney omits the proposal from its proxy
materials in reliance on rule 14a-8(i)(7). In reaching this position, we have not foundit . ________
necessary to address the alternative bases for omission upon which Disney relies.

Sincerely,
S

Mark F. Vilardo
Special Counsel




