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Dear Ms. Martin:

This is in response to your letter dated July 1, 2005 concerning the shareholder
proposal submitted to Sun by William Steiner. 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.

PROCESSED Sincerely,
AUB 18 2065 | 96.,%,” Afrgrann
THOMSON N
FINANGIAL ;r)oeriaali}tl; thxi.(elfanZroiI:llsel

Enclosures

cc: John Chevedden
2215 Nelson Ave., No. 205
Redondo Beach, CA 90278

764511



T R, 650 Page MillRaad

i j

. L . . RECEIVE [} PaloAlo, CA94304-1050
Wilson Sonsini Goodrich & Rosati O E30.495:30

: PROFESSIONAL CORPORATION 0. ~g R Fax 650,493,681 1
WWW.WSEE.COM

Tuly 1,2005

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
100 F Street, NE

Washington, D.C. 20549

Re:  Shareholder Proposal Relating to Poison Pill Received May 24, 2005
Dear Sir or Madam:

This letter is submitted on behalf of Sun Microsystems, Inc. (“Sun” or the “Company”)
pursuant to Rule 14a-8(j) under the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), to notify the Securities and Exchange Commission (the “Commission”) of the
intention of the Company to exclude certain portions of the supporting statement of a shareholder
proposal (the “Proposal”) submitted by Mr. William Steiner (directly or through his
representative, John Chevedden, the “Proponent”) from the Company’s proxy statement and
form of proxy for the Company’s 2005 annual meeting of stockholders (the “Proxy Materials™).
The Company respectfully requests that the Division of Corporation Finance not recommend to
the Commission that any enforcement action be taken if the Company excludes portions of the
supporting statement of the Proposal from the Proxy Materials for the reasons set forth below. In
accordance with Rule 14a-8(j)(2), there are submitted herewith five additional copies of this
Jetter-and the attached materials.

To meet printing and distribution requirements, the Company anticipates-that it will begin
printing its Proxy Materials.on or-about September 12, 2005 and start mailing its Proxy Materials
to stockholders on or about September 19, 2005. The Company currently anticipates filing its
definitive Proxy Materials with the Commission on or about September 19, 2005. The Company
plans to hold its annual meeting of stockholders on or about October 27,2005,

I. The Proposal

The Company received correspondence containing a cover letter and the Proposal from
the Proponent on May 24, 2005, and subsequently received a Statement of Ownership Record
from the Proponem on June 7, 2005, copies of which have been attached hereto as
Attachment A. While the cover letter is dated September 28, 2004, the Company has no record
of receipt of the Proposal until May 24, 2005. The Proposal seeks shareholder approval for the
adoption of a rule that the Board of Directors of the Company (the “Board”) will redeem any
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- current or future poison pill unless such poison pill is submitted to a shareholder vote. The
Proposal states in‘its entirety:

May 23,2005
3 —Redeem or Vote Poison Pill

RESOLVED: Shareholders request that our Board adopt a rule that our Board will
redeem any current or future poison pill unless such poison pill is submitted to a
shareholder vote, as a separate ballot item, as soon‘as may be practicable.

William Steiner, 112 Abbotsford Gate, Piedmont, NY 10968 submitted this proposal.
Pills Entrench Current: Management

*“Poison pills...prevent shareholders, and the overall market, from exercising their right to
discipline management by turning it out. They entrench the current- management, even when it’s
doing a poor job. They water down shareholders’ votes and deprive them of a meaningful voice
in corporate affairs.””

“'Ifék'é on the Street” by Arthur Levitt, SEC Chairman, 1993-2001
Progress Begins with a First Step

I believe the reason to take the above RESOLVED step is reinforced by our directors’
vulnerability when compared to best practices in corporate governance: For instance in 2005 it
was reported (concems are inserted):

. The Corporate Library, an independent investment research firm in Portland,
Maine, rated our company:

“D” 1n Accounting

) Our company has a poison pill with a low 10% tri gger

. An overwhelming 75% super majority shareholder vote was required to make
certain key changes — entrenchment concern

. Four directors were. CEOs — over.commitmeént.concern

) Two directors held 4 to 7 board seats — over commitment concern

- Three directors had 17 t0.23 years.-tcnure ~lack of independence concein
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) One director owned no stock — lack of commitment concern
. One director failed: on-attendance — fack of commitment concern
. The chairman of our compensation committee had 23: years tenure — lack of

independence concern

I believe the above slate of under-achievement practices reinforce the reason to adopt the
above RESOLVED statement to help improve our corporate governance stature.

If a poison pill makes our stock difficult to sell — the value of our stock could suffer.

Redeem or Vote Poison Pill

Yes.on 3

% %k Xk

For the reasons stated below, the Company would like to omit certain portions.of the
Supporting Statement to the Proposal from its Proxy Materials.

I1. Portions of the Supporting Statement May Be Omitted Under Rule 14a-8(i)(3) Because:
They Contain Statements or Assertions That the Company Can Demonstrate Objectively
To Be Materially False or Misleading.

Rule 14a-8(i)(3) permits a company to exclude portions of a shareholder proposal or
supporting statement from its proxy statement if such portions are contrary to any of the
Commission’s proxy rules, including Rule 14a-9, which prohibits materially false or misleading
statements in proxy soliciting materials. Prior to the Staff’s September 15, 2004 Legal Bulletin
(See SEC Staff Legal Bulletin No. 14B (CF) (September 15, 2004)), this included factually false
or misleading statements, opinions stated as fact, and undocumented assertions of fact. See, e. g.
Monsanto Co. (Nov. 26, 2003) (false or mlsleadmg statements, opinions stated as fact, and
undocumented assertions of fact); Sysco Corp. (Aug 12, 2003) (false or misleading statements
and undocumented assertions of fact); Kroger Co. (April 11, 2003) (false or misleading
statements). Aithough in its September 15, 2004 Bulletin the ‘Staff announced that opinions
stated as facts and undocumented assertions of fact would no longer be excludable, it reaffirmed
that materially false or misleading factual statements may properly be-excluded under Rule 14a-
8(1)(3) However, in order to exclude such statements, the Staff declared that companies must
demonstrate objectively that such statements are false or misleading. In the Company’s view,
the Proposal’s supporting statement contains several statements that the Company believes-are
either false or misleading for the reasons set forth below.
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Beginning with “The Corporate Library”, and ending with “had 23 years tenure — lack of
independence”, the supporting statement includes several false or misleading statements. In
relevant part, it reads as follows:

. The Corporalte Library... rated our company: “D” in Accounting.

. Our company has a poison pill with-a “low” 10% trigger. [Emphasis Added]

. An “overwhelming” 75% super majority shareholder vote was required to make
certain key changes — entrenchment.concern. [Emphasis Added]

. Four ditectors were CEOQs — over-commitment concern.

. One director ownéd no stock — lack of commitment concern.

. One director failed on attendance - lack of commitment concern.

First, the Proponent’s statement regarding the:Company’s accounting rating is out of
context. The Company received ratings on eight corporate topics from the Corporate Library,
including board composition, CEO compensation, shareholder responsiveness, litigation and
regulatory problems, takeover defenses, accounting, strategic decision making and analyst
adjustment The Company received an overall board effectiveness rating of “B™ and a “best
practices” compliance score'of 90%. The Proponent’s use of one subcomponent of the overall
rating does not accurately portray the effectiveness of the Company’s Board as determined by
the Corporate Library, and instead takes one portion of a comprehensive study out of context,
which has the potential to mislead the Company’s stockholders. Moreover, the report is not
available to stockholders generally because it can only be obtained by paying a fee, so
stockholders will not generally know or be able to readily determine that the Company received
a far more favorable overall score than the one score included in the Proponent’s Supporting
Statement. Enclosed for your information is a copy of the Corporate Library Report. The
Company believes the statement, without further context, is misleading and should be-omitted
from the Proposal.

The Company believes the use of the word “low” in'the second bulleted item makes that
statement misleading. It is.a fact that the Company has a poison pill with a 10% trigger.
However, by referring to it as'a “low” trigger, a stockholder may not appreciate all of the.
considerations that- were made by the board in selecting that threshold. The Company has
numerous provisions in its certificate of incorporation and bylaws that provide significant rights
to stockholders that are not necessarily typical for a Delaware corporation, including the: ability
of stockholders to call special meetings and the ability of stockholders to elect to cumulate votes
in connection with the election of directors. Given these substantial differences, the word “low™
should be omitted because, without context, it could mislead stockholders.




Wilson Sonsint Goodrich & Rosati

PROFESSIONAL CORPORATION

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
July 1, 2005

Page §

Next, the third bulleted item states that “An ‘overwhelming” 75% super majority
sharetiolder vote was required to makecertain key changes - entrenchment concern.” While it is
true that the Company's bylaws provide that any amendment to the Company's bylaws must be
approved by the Board of Directors or 75% of the Company's outstanding shares (the “Voting
Requirenient™), the Company believes that the statément is misleading to stockholders because
the Voting Requirement does not present an eéntrenchment concern. As mentioned dbove, Sun's
bylaws are.not necessarily typical for a Delaware corporation and include numerous provisions
designed to prevent entrenchment, including the ability of stockholders to remove directors, with
or without cause; the ability of stockholders to.act by written consent, the ability of stockholders:
to call special meetings and the ability of stockholders to-cumulate votes in connection with the
election of directors. Further, the provision in the bylaws with respect to the ability of
stockholders to-call a special meeting can only be'amended with the approval of 75% of the
Company's outstanding shares — not by the Board of Directors — protecting the stockholders”
right to call such meetings. As a result, the Company believes that:this statement should be
amended or struck from the Proposal to avoid misleading stockholders.

Next, the Proponent states that four of the Company’s directors were CEQs, causing the
potential for over-commitment. In fact, one of these directors is the CEO of the Company. As a
result, the Proponent has overstated the potential over-commitment concern, and the Company
believes that the statement should be-amended. or struck from the Propesal to avoid misleading
stockholders.

The Proponent’s statement regarding the lack of ownership of the Company’s stock by
one of the directors is false, as the statement does not represent the current facts. At the time the
correspondence was apparently first written on September 28, 2004, it is true that one of the
directors of the Company, Lynn Tumer, did not own any of the Company’s stock. However, as
timely reported on a Form 4 filing, on February 25, 2005, Mr. Turner purchased stock in the:
Company, and presently continues to hold those shares. Because of a change'in ¢circumstance,
this statement included in the Proponent’s supporting statement is now false, and the Company
believes it should be removed from the Proposal.

Finally, the lack of full disclosure of the circumstances surrounding a Company director’s
inability to attend Board meetings makes the statement next to-the last bullet point misleading.
During our 2004 fiscal year, our Board held ten'meetings. One of our Board members (who was
not a member of any committee of the Board during that year) missed four Board meetings in
order to care for his wife, who died that year after a'long illness.. This fact was disclosed
publicly by the Company in its last prexy statement and the director’s-attendance for the past
fiscal year was in excess of 75% of the aggregate number of meetings.of the board and the
committee on which he served. As this statement does not provide complete disclosure with
respect to the.director’s absence from certain of the Company’s Board meetings, the Company
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believes it should be removed for its potential to mislead the Company’s shareholders to believe.
that the director lacks commitment to his service as a Board member.

As stated above, the Company respectfully requests permission to exclude the false.or
misleading statements noted above from the Proposal in its Proxy Materials.

PR
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IIl. Conclusion

For the foregoing reasons, the Company respectfully requests that the Staff confirm that it
would not recommend enforcement action if the Company omits portions of the supporting
statement from its Proxy Materials. Attached hereto is a redacted version of the supporting
statement that the Company proposes to include with the Proposal. If you have any questions or
if the Staff is unable to agree with our conclusions without-additional information or discussions,
we respectfully request the opportunity to-confer with members of the Staff prior to issuance of
any written response to this letter. Please do not hesitate to call the undersigned at (650) 565-
3522.

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

Sincerely,

WILSON SONSINI GOODRICH & ROSATI
Professional Corporation

\@[/\W

Katharine A. Martin

Enclosures:’ Letter from William Steiner dated September 28, 2004
Proposal and Supporting Statement
Statement of Ownershiip
Redacted version of Proposal’s supporting statement
Corporate Library Report for the Comipany

cc: John Chevedden
2215 Nelson Ave., No.. 205
Redondo Beach, CA 90278




Attachment A

Cover Letter and Proposal from the Proponent on May 24, 2005

Statement of Ownership Record from the Proponent on June 7, 2005



‘Wﬂ'ﬁam' Steiner
112 Abbottsford Gate
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Mr. Scott G, McNealy UPDRT E

Sun Microsystems, Inc. (SUNW)
4150 Network Circle
Santa Clara CA 95054

Déear Mr. McNealy,

This Rule 14a-8 proposal is rcspectfully submitted i in support of]

the long-term performance of

our company. This proposal is submitted for the next annual sharcholder meeting. Rule 14a-8
requirements are intended to be met including the continuous ownership of the required stock
value until after the date of the applicable shareholder meeting. This submitted format, with the
shareholder-supplied emphasis, is intended to be used for definitive proxy publication. This is
the proxy for Mr. John Chevedden and/or his designee to act jon my behalf in shareholder
matters, including this Rule 14a-8 proposal for the forthcom dul:it shareholder” meeting before,.

during and after the forthcoming shareholder meeting. Please
Mr. Chevedden at:

2215 Nelson Ave,, No. 205
Redondo Beach, CA 90278
PH: 310-371-7872

all future communication to’

Your consideration and the consideration of the Board of Directors is appreciated,

Sincerely, -
wﬂ.&u— M @ /),d"/o«-t/
William Steiner Date -

cc: Jobn D. Croll, Corporate Secretary
PH: 650 960~1300

FX: 408 276-3804 :
FY:650-336-~06Y4

MICHAEL DI LLON

PY: 409 - Z7L-HL0]
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May 23,2005
3 ~ Redeem or Vote Poison Pill

RESOLVED: Shareholders request that our Board adopt a rule-that our Board will redeem any
current or future poison pill unless such poison pill is submitted to a sharcholder vote, as a
separate ballot item, a5 soon as may be practicable.

William Steiner, 112 Abbottsford Gate, Pigrmont, NY 10968 submitted this proposal.

Pills Entrench Current Management | |
“Poison pills ... prevent shareholders, -and the overall market, from exercising their right to
discipline management by turning it out. They entrench the current management, even when it's
doing & poor job. They water down sharcholders’ votes and deprive them of a meaningful voice
in corporate affairs.” :

“Take on the Street” by Arthur Levitt, SEC Chairman, 1993-2001

Progress Begins with a First Step ‘ |
1 believe the yxeason to take the above RESOLVED step is reinforced by our directors’

vulnerability when compared to best practices in corporate governance. For instance in 2005 it
‘was reported (and concerns are inserted):

» The Corporate Library, en independent investment research firm in Portland, Maine, rated -

our company:
“D” in Accounting,
« Our company has a poison pill with a low 10% trigger.

* An overwhelming 75% super majority shareholder vote was required to make certain key
changes — entrenchmint concern. ‘

+ Four directors were CEOs~ over-commitment concern.

*» Two directors-held 4-to 7 board seats — over-commitment concern,

* Three directors had 17 to 23 years tenure - lack of independence concem.
* One director owned no stock ~ lack of commitment concern.

* One director failed on attendance — lack of commitrnent concern.

- »The chairman of our compensation committcef'had 23 years tenure - lack of independence
concem,

I believe the above slate of under-achievement:

ieve the abor : practices reinforce the reason to adopt the above
RESOLVED statement to help improve our corporate govemance stature. '

If a.poison pill makes our stock difficult to sell — the value of our stock could suffer.

Redeem or Vote Poison Pill
Yeson 3

‘Notes:
The above format is the format submitted and intended for.publication.

e
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The company is requested to assign a proposal number (represented by “3” above) based on the
chronological order in which proposals are submitted. The requested designation of “3” or higher
number allows for ratification of auditors to be itern 2.

This proposal is believed to conform with Staff Legal Bulletin No, 14B (CF), September 15,
2004 which includss:.

Accordingly, going forward, we believe that it would not be appropriate for companies to

- exclude supporting statement language and/or an.entire proposal'in reliance on rule 14a-8()(3) in

the following circumstances:
« the company objects to factual assertions because they are not supported:

+ tha company objects to factual assertions that, while ‘not.materially falge or misleading, may be
disputed or countered: - ) ’

+ the company obj_"‘c':ts' "t‘q factual assertions because those assertions may ba intarpratad by |
sharsholders in 8 manner that is unfavorabls to the company, its directors, or its officers; and/or

« the company objects to statements because they represent the apinion of the shareholder

proponent or a referanced source, but the statements are not identified specifically as such.

Pleaseznotz;;thgt' the title of the proposal is part of the argument in favor of the proposal. In‘the

interest of clarity and to avoid-confusion the title of this and each other batlot item is ¢ uested
rest of ¢ . ‘ , . uested to
be consistent throughout the proxy- matenals. st

Please advise if there is any typégraphical question.
Stock will be held until after the annual meeting.
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DISCOUNT BROKERS

Due;_7/ Lﬂ 28

To whom it may coneem:

As introducing beoker for the sscount of _{A///iapn SHorper—
account number, oS eliol .+ held with National Financia] Services Corp.
as custodian, DJF Diseount Brokers hersby o5 that as of the date of this certification

; Dfesme~ __ isand has been the beneficial ownerof _ &/ 406
shares of Supn Al rigice deems /7§ having held &t least two thousand dollars
worth of the sbove mentioned security since the following date: 3/9/2¢0s, also having

held at Jeust two thousand dollars worth of the above mentioned security from at least one
yeer prior to the date the propoas] way submilhe& 1o the company.

Simcerely,

Mark Filiberto,
President
DJF Discount Brokers

Postit'FaxNote 7671 [P 2 (3. 05 [Rie>

T NA?-* Pl 22 [ LC > Chewed de-
Co./tapt Co. T
mené-ﬁ:ﬁ v

[Proned o 3212172

Y - 3 7e Tea] [T

1981 Marcus Avenue « Suite €114 » Lake Success, NY 11042
516-320-2600 800 -695-EASY www.djfdis.com  Fax 516-328-2323




'W:Ihnm Steiner

112 Abbottsford Gate:

Piermont, NY 10968 SR
£-33-05

Mr. Scott G, McNealy ‘ UPDATE

Sun Microsystems, Ine. (SUNW) :

4150 Network Circle

Santa Clara CA 95054

Dear Mr, McNealy,

This Rule 4a-8 proposal is respcctfully subnutted in support. oﬂ the long-term performance of
our company. This proposal is submitted for the next annual sh;
requirements are intended to be met-including the continucus o
value until after the date of the applicable shareholder meeting. This submitted format, with the
shareholder-supplied ¢mphasis, is intended to be used for definitiye proxy publication. This is
the proxy for Mr. John Chevedden and/or his designes to act jon my behalf in shareholder
matters, including this Rule 14a-8 proposal for the forthcoming' sharcholder meeting before,

during and after the forthcoming shareholder meeting. Please diregt all future communication to
Mr. Chevedden:at:

2215 Nelson Ave., No. 205
Redondo Beach, CA 90278
PH: 310-371-7872

Your eon:éidérg,tion and the consideration of the Board of Directors js appreciated.

William Steiner Date -

ce:John . Croll, Corporate Secretary
PH: 650 960-!300 ’

FX: 408 276-3804

FY: 650 -336~06Y%4
MiCcHAEL DI LL ON

PY: 408 - LT KL O]




May 23, 2005
3 ~ Redeem or Vote Poison Pill

RESOLVED Shareholders request that our Board adopt & rule that our Bog:d wxll redpem any
current or future poison pill unless such poison pill is submitted to & sharcholder vote, as a
geparate ballot itern, as soon as may be practicable.

William Steiner, 112 Abbottsford ‘Gate, Pismont, NY 10968 submitted this proposal.

Pills. Entrench Current Management |
*“Poison pills ... prevent shareholders, and the overall market, from exercising their right to
discipline management by turning it out, They entreach the current management, even when it's
doing apoor job. They water down sharcholders® votas and deprive them of a meaningful voice
in corporate affairs.” | :

“Teke on the Street” by Arthur Levitt, SEC Chairman, 1993-2001

Progress Begins with a First Step , :
I believe the reason to take the above RESOLVED step is reinforced by our directors’
vulnerability when compared to best practices in corporate governance, For instance: in 2005 it
was reported (and concerns are inserted):
* The Corporate Library, an independent investment research firm in Portland, Maine, rated
our company: ' ‘
“D” in Accounting, ,
*+Our company has a poison pill with a low 10% trigger.
* An overwhelming 75% super majority shareholder vote wag required to rnake certain key
changes - entrenchment concern. '

» Four directors were CEOs~ over-commitment concern,

* Two directors held 4 to 7 board seats - over-commitment concern,

. Threz directorshad 17 to 23 years tenure - lack of independence concern,
* One director owned no stock — lack of commitment concern,

* One director failed on attendance — lack of commitment concern.

* The chairman of our compensation committee had 23 years tenure — lack of independence
concem, '

I'believe the above slate of under-achievement practices reinforce the reason to: adopt the above
_RB»SQLV_EDfstatemmt 1o help improve our corporate govemance stature. |

If a poison pill makes our stock difficult to sef] — the value of our stock could suffer.

Redeem or Vote Poison Pill
Yeson 3

Notes:
The above format is the format submitted ‘and intended for publication.




T}:Ixe company is requested to assign a proposal number (represented by f‘3” gb’oVe) ‘bafed -Ot.l zthe
chronological order in which proposals are submitted. The requested designation of “3” or hlghcr
number allows for ratification of auditors to be item 2.

2004 which includes: ) o o
Accordingly,. going forward, we believe that it would not be appropriate for companias {o
exclude supporting statemsnt language and/or an entire proposal in reliance on rule 142-8(i)(3) in
the following circumstances:

This proposal is believed to conform with Staff Legal Bulletin No, 14B (CF), September 15,

* the company objects to factual assertions because they ars not supported: |

* the company cbjects to factual agsertions that, while' not materially falga or misleading, may be
disputed or countered: : ’ v

* the campany objects :to factual assartions because those assertions may be intarpreted by

shareholders in a manner that is unfavorabls to the company, its directors, or its officers; and/or

. the company objects to statements because they represent the opinion of the ghareholder
proponent or a referanced source, but the statements are not identified specifically as such,

Please note that the title of the proposal is part of the argument in favor of the proposal. In the
Interest of clarity and to avoic corifusion the itle of this and each other ballot item is requested to

be consistent throughout the proxy materials, ‘

Please advise if there is any typographical question,

Stock will be beld until after the anpual meeting,




e e e - BTt o T My il ) 8 T o e e

DISCOUNT BROKERS
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To whom it may concern:

As introducing broker for the account of e, Sz@lﬁ sl
account number 44> G007 3¢+ held with National Finmnoial Services Corp.
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worth of thc above: mennoned security since the following datc: 3 /9 /900y, also having
beld dt lenst two thousand dollars worth of the sbove mentioned security from at east one
yearprior to the date the propoasl wag subrmbad to the company.

Sincerely,

l«;@ Y, WM
Mark Filiberto,

President

DIF Discount Brokers

Post-it* Fax Note 7671 [P (i3.0e [
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Redactions are denoted with [***], adﬂiﬁon‘s are leftin brackets,

May 23, 2005
3 — Redeem or Vote Poison Pill

RESOLVED: Shareholders request that our Board adopt a rule that our Board will redeem
any current or future poison pill unless such poison pill is submitted to a shareholder vote, as
a separate ballot item, as soon as may be practicable.

William Steiner, 112 Abbotsford Gate, Piedmont, NY 10968 submitted this proposal,
Pills Entrench Current Management.

“Poison pills...prevent shareho]ders and the overall market, from exercising their right to
discipline management by turning it out. They entrench the current management, even when it’s
doing apoor job. They water down shareholders’ votes and depnve them of a meaningfil voice in
‘corporate affairs.”

“Take on the Street” by Arthur Levitt, SEC Chairman, 1993-2001
Progress Begins with a First Step
I believe the reason to take the above RESOLVED step is reinforced by our directors’

vulnerability when compared to best practices in corporate governance. For instance in 2005 it was
reported (concemns are-inserted):

. [Hhssdikpk kK]
[*************]

. Our company has a poison pill with-a {'***] 10% trigger

. [*.*'*‘*-*********]

. [**¥] [Three] directors were CEOs — over commitment concern

. Two directors held 4 to 7 board seats — over commitment concemn

. Three directors had 17-to 23 years tenure — lack of independence concern

. [*#_*ﬁz*****#**]

. [Hkrx *’***’*‘**]

° The chairman of our compensation committee had 23 years tenure — lack of
independence concern

‘C:\Documents-and Semn;,s\ldl\l_ocal Seftings\Témporary Intemet F x]es\OLKQ\Sun Microsystems - No-Action- Letter Redacted Portion (Chevedden 2005). DOC
(1522)




1 believe the above slate.of under-achievement practices reinforce the reason to adopt the
-above RESOLVED statement to help improve our corporate governance stature.

If a poison pill makes our stock difficult to sell - the value of our stock-could suffer.
Redeem or Vote Poison Pill

Yeson 3

{CADocuments and Settings¥d1\Loci) Setting\T cmporary Intemet Filés\OLK9)Sun Microsystems.- No-Action Letter Redacted Partion (C'hc\‘cdden 1005).f)0C
11522) ' -2-
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Date

Reviewed 2/18/2005

(Lastdata update ~€/3/2005) Events Reported for this Company

(SUNW)

'Best
Practices'
Compliance
Score

0%

TOTAL SHAREHOLDER RETURN (as.of 03/31/2005)

Board Effectiveness Rating

Annual Meeting Location:
Industry:

Listing Exchange:
S&Pindex:

Russell Index:

Country:

State HRI

State Incorporated:
TS

Federal ID:

CUSIP:

SIC:

'SIC Description:
Company Home Page:

% Held by Controliing Sharehalder:

%-Held by Insidérs

% Held by 5% Holders

Total % Insiders+ 5% Holders
% Held by Institutions

Fortune Rank::

Corporale Headquarters
Computer & Electronic Mfg
NASDAQ

-8&P 500,

‘Russell 1000

194

USA

CA

DE

0000709519
94-2805249

866810104

3571

Electronic Computers
hipiweww.sun.comy

QOWNERSHIP INFORMATION
Ownershi‘p’(;ateﬁgory:

Mixed Ownership

“There is no dominant shareholder at' this ﬁrm.

1 2.40
¢ 7.40
:'9.80
;52,50

are basad cn our

5.Year 3Year 1. Year
VERALL RATIN -
OVERALL RATING|8 SUNW 9138 -54.20 312
Board Composition:ic indostry| 1.76 63.97 -9/02
'CEO Compensation:|g S&P 500 . \~17.15 » 6.62 5.88
Sherchordar Resronsweriees: MARKET FUNDAMENTALS (updated 03/31/2005)

8 é’ ’_ sp >1B Closing Share Price:|4.04

Litigation. & Regulatory Problems:ig 52 Week Hi:|5.65

Takeover Defensasi|g 52 Weexj £0113.29

” T Price/Eamings:{NA
Accounting:|p s
- — Price/Book:{2.09
Straegic Decisionmaking:ig _Oferating Revenues:{$2,841,000,000
: 3 Market Cap:|$13,647,120,000
Analyst Adiustment:iB (None — o
—_ ——r (* - .) Shares Outstanding:|3,378,000,000
ABCUT THE COMPANY Employees:|32,600
Proxy Fliing Date:. 8/22/2004 All numbets.included in'gur Total Shareholder Return & Marke!
Fiscal Yr End: 06/30 Fundamentals:sections, and the Institutional Shares Held % number

’ inciuded at left, are updated.quarterly by.CoreData Financial Information.
Annual Meeting Date: 11/10/2004 Total Return.nummbers'show the percentage of change. Industry averages

own calculetions.

COMPANY CONTACT INFORMATION

Sun Micrdsystems; Inc.
4150 Network Cir
Santa Clzra:CA 95054

USA
Phone: 650 86C-1300
Fax: 408:276-3804




COMPANY ‘& BOARD DESCRIPTION

Sun Microsystems,.Inc. is a worldwide: provider of products, services and support solutions for building and maintaining netwerk computing
envirenments: The-Company. sells:scalable computer systems; high-speed:micioprocessors and-a completeline of related high pedormance software.

The Sun Mncrosysiems {SUNW) board consists of 9-directors; afwhich B are cutside ‘or non-execltive’ directors. Chairman Scott G. McNealy is the:
current CEO of the company. Accordmg to their most recent proxy, the board met.10 times last: year. The outside directors also meet separately from
management an: espec:any lmportant mdwatorof overall board mdependence The COmp&ny's formal governance policy may be. accessed oniine (see

below). The company's business ethics code may be‘accessed online (see be ow).

There is one {emals directar. Tﬁe,‘rev;(a‘re no directors over seventy. There are 3 directors who aré-aclive CEOS at'another firm.
CEO Scott G. MchNealyis 50 years old. McNealy has been CEQ since 198'4;.

A sharéhblder figﬁt.é‘plan, or "poison pill', has been implemented by.the board st this. company.,

Sun Microsystems is’audited by Ernst:& Young LLP.

EVENTS REPORTED FOR THIS COMPANY.

Event Dale

Event Description

Event Reported

8/2/2005

MBA Activity

$un Microsystems, Inc. (NASDAQ SUNW) and Storage Technology Corporation {NYSE: §TK) taday
announced that'hey have entered into a definitive’agreement under which:Sur: will acquiré

StorageTek.

5412005

Campensation’
Annourcements

On April 28, 2003, Sun MicroSystems, inc. approved the acceleration-of vesting of certain unvested and
out-of<the-money stock options with exercise prees equalto-of greater than' $6. 00 per share: prevIousty
awarded to its employees, mclucﬁng its executive officers, and ils direclors under the Company’s equ;ty

wompensation plans.

2/18/2005

Rating Change -
Upgrade

OmFebruary 18,2005, The. Corporate Library-reconsidered the welghting of its CEQ Cornpensation
score; and for the' S&P 500, underiook an extersive review of each company's compensation solicies.
After reviewing Sun Microsystems,; inc.'s compensation figures and policies, we changed their
comperisation grade from 'C' to 'B'and this had the effect: of changing Sun Microsystems, Inc.'s overall -

grade to "Bl

2/4/2005

50X 404
Compliance

We are-evaluating our xnternal control systems| n order to allowour management to repon on, and our.
hdependent audltors ‘1o attest 10, our internal controls overfi nancial reporting,-as required by Section
404 of the Sarberies-Oxley Act. As a result, we, are incurming additional expenses and g diversion of
management's time. While we currenlly anhmpate completion of testing and gvaluation of our internal
sontrols-overfinancial reporling with respect to Ihe requirements of Section 404 of the Sarbanes- -Oxley:
Actin a timely fashion, there-c&n be no assurarce that-we will te able to' accomplish this. if we are not
‘able ta:implement the requirements of Section 404 in'a timely, manner or with adequate:complance, we
might be-subject {o investigation by regulatory authorities. Any such action-could adversely affact our

financial results-andfor the market price of ourcommon stock. Source: 10Q. Eiling Date::2/4/2005.

10/8/2004

Litigation:

Withaut-admitting or denying aliegations, § Sin Microsystems'has entered into & formal settlemant
3greement with :he Eastman Kodak Company ic'settle ali clainis. in pending litigation petween the
aarties. The matler was being haard in the LS. District Cotirt for the Western District'of New York. The
aeﬂlement invoives a cost to'Sun of $92 million. {n exchange; Sun receives a license under all Kodak
;atents for the-benefit of the Java™ technology and under-the patents in the lawsuit for any.and ali
surppses. The settiement assures ‘customers worldwide that Sun will stand behind its produicts and
neliectual property; and eliminates any uncertainty that couid result from a protfacied law sult and

appeal.

6/28/2004

Board Changes

The board of-dirzctors of Sun‘Microsystems, Inc., (Nasdag: SUNW) today announced that Stepheii-
Bennett, 50, president: and chief executive officer; Intuit Inc., has.been elected to Sun's board of

directors, effective immediately

9/30/2002

Coverage'initiated

}On this date, The Corporate-Litrary-commenced-data colléction and analysis of this company. Some

data points may precede.this date.




ABOUT THE BOARD

Board Has Dutside Majority? Yes
Total Di rectors: 9
Inside Dxrectors

Crairman of the Board: Scott G, McNealy
Lead Director: :James L. Barksdale
Corporate Secretary: Michael#, Dillon
General Counse!: Michael :A. Dillon
Lead Law Fim::
Has Formal Governance Policy? Yes

‘Outside Direcfors:
‘Outside Related Ditectors:”

Has Buéiness-Ethics'ﬁoliby? Yes Direci_ors With Over*‘}Syrs Tenue::

Full Board Meetings Held Last Year: 10
Holds Nen-Executive Director - Yes

Female Directors:

)
7
4

Directors Over 70: 0
3
1

' Dirastors On Moié Than 4 Boards:- 1

4

Meetngs? Directors Who Aré:Active CEOs:
Non-Executive Director Mestings ! L
Held Last Year. 10 Directors Who Failed Min 1

Attendance:
Directors Who Own Zero. Shares:
Problemn Directors:” 0

Classified Board Electons? No
independent Audit Committee? ‘Yes '
independent Comp .Commtiee? Yes

-independent Nominating: Yes
-Commiftee?

-

BASIC DIRECTOR:COMPENSATION
Director Base Pay;laz,ooo

Non-employee directors receive an-annual refainer paid.quarterly as follows:

rBoard Member$ 42,000

Audit Commitiee Chair $ 62,000

Audit Committee Member $:52.000

Other Committee Chairs s 47,000

Employee directors do not receive compensatign for their service as'a memberof aur Boar;l.

Non-employee:directors participate in our 1988 Dlrectors Stack:Option Plan. Under the plan each nonemployee director who:is not, on the date first
elected to the 'Board, a partner, officer or d:rector ‘of an- entity naving an equity investment in Sunis automatically granted a nonstatutory ‘stack ophon
t0 purchase 20, 000 shares of common stock: Edch non-employee diréctor who I3 a pariner; officer or directarof an entity.having an equity investment
in 'Sun is automatically.granted a nonstatutery stock:option to purchase 10,000 shares 6f- common stock on the: date he of she.becomes a director.

: Thereaﬁer on ‘he-date of eact annual meeting of:stackhalders, each non-employee director who is re-elected and hes served on the Board for at:
jeast six monihs'is automatically granted a nonstatiitory stock option 1o purchése 10,000 shares of common stack. The number of options’ subject to
anautematic grant under the planis not adjusted for forward stock-splits, stéck dividends, 2 combination or reclassification or similar transagtion that
increases the rumber-of shares of' Sun commori stock oulstandmg without receipt by Sun of consideration, Opt;ons granted upon re-election’have an
exercise price.equzl'to the closing: price of Sun common stock on the-annual meeting date as reported on the Nasdaq National Market. Opticns under
the plan expire after five years, vast at:a rate of.twenty-five percent per year. and can only be exercised while the optionee is.a director, or within six
miniths after service as a difector lermmates due to.death or disability, or within ninety days after the opttcnee ceases to serve as a diractor forany’
other reason.

During fiscal 2004, Mr. Benniet, who was first elected ‘as a non-employee directof in June 2004, was granted an option lo'puichase 20,000 snares of
common stock, at'aper share exercise price.of $4.28, which was the tlosing price of Sun's common stock on the date of grant, as reported cn'the
Nasdag National Market. Each non-employee director re-electsd at-our 2003 Anniial. Meetmg was granted an option to purchase 10,000 shares of

common stock, at an exarcise price-of _$4.20_a per. sha(e . During fiscal 2004, trere were no-options exercised oy non-employee directors.

CURRENT DIRECTORS

Name Aged | Tenure | ‘Ne, of Boards Statiis | Qutside CEQ | Chair| Lead Shares Hel Shares Ratd
Scoit G. McNealy 50 | 23 1 'Ditector | | Inside X | x 56,096,302 |  68,696,382°

ames L. Barksdale 62 6 -3 Director Outside X 930,000 -962,500
L. John Dosrr S 54 23 7 Birectar Outside 3,038,496 3,110,996
Robert J. Fisher . 51 10 2 Director Outside - 577,600, 650,300
M. Kenneth Oshman 65 | 17 3 Director Oltside 2,232,200 2,304,700
Naomi 0. Sefigman 66 | '8 3 birector Outside " 10000 62,500
'Michael E. Lehman 55| 3 4 Director | Outside Related 214,484 224.484




Lynn E. Turner

.53 3

‘Diregtor

Qutside

10,000

Stephen: M. Bernett

51 1

‘Director

Quiside 50,000 50,000

* « Probigm Director

GCURRENT COMM]TT'EE ASSIGNMENTS.

The Carporatz Library collects'charters, when made availablz by the comparies, for six. main committee types: Audit, Compensahon Nommaung.

Governance, Executive and Flnance

If 2 committee’s "Charter” butten- does not éppear beldw. we'have been unable-to locate the relevant document.

Audit Committee (et 13 time(s) last year)

1982 to Fébruary 1984,

Age: 50

CEO Sinca: 1984

Tenure: 21

CEOQ COMPENSATION
Exclusive Shares:Held: 56,264,370 -
Base Salary: §100,000
Annual Bonus: 50
Other Annual Comp::$0
TOTAL ANNUAL COMP: $10C;000
LTIP Payout: .0

All Other Somp:

Restricted Stock:;

Gptions Value Realized:

TOTAL COMPENSATION:
Annual Option Grant 1:

% of Tola) Options Granted 1:
‘Exefcise Price Per Share 1:
Biack-ScholesValue (If Given) 1:
TCL Black-Scholes Value1:
Summary. Blag:k—Scnc;'le_s Value:

$4,268

$0
$7.081;200
$7,185,458
1,500,000
1.41%
$3.85

$2,001,817

Mr. McNealy is founder, Chairman, President-and Chief Executive
Officer of Sun Microsystems, Inc. (Sun). He served:Sun as-Chairman
and Chisf.Executive Officer fromApril 199910 June 2002, Chairman,
Fresident and Chief Executlve Officer from December 1984 to.April
4999, President:and Chief Operating Offlcerfrom February 1984:to
December 1984'and Vice President of Operations from February

Nare Age Tenure Committes Status: ‘Outside ‘CEQ. | Chair | Lead
Robert J. Fisher 51 10 X : Cutside

Naomi O. Sefignan 66 5 X © 7 Qutside

Lynn E. Tumer 53 3 ¢ Outside

Compensation Committee (met 6 time(s) 1ast year)

Name -Adge Tariure Commitiee Status’ Outside CEQ | Chair | Lead
Stephen M. Bennett 51 1 X -Qutside

L. John Doerr 54 23 ¢ 1" Ousice

M. Kenneth Oshman 85 17 X - Outside

Nominating & Corporate Governance Committee (met 4 timefs) last year) ,
Name. Age Tenuro Committoe Status ‘Ouiside CEO | Chair | Lead
JJames L. Barksdale 62 6 c . ¢ Ouiside X
L. Jahn Doerf 54 23 X Ouiside
X=Mamber, C=Chairman, A=Alternate Member, N=Non-Voting Member, EzEmeritus
ABOUT THE CEO ABOUT THE CFO
‘CEQ; Scott G. McNealy CFO: StephenT. McGowan

Age: 56
CFO Tencrée: 3

Mr. McGowan has:served as Chief Financial Officer and Executive Vice
President, Corporate Resources of Sun.Microsystems, Inc. since July
27302, He'served as-Vice Preésident, Finance, Globat Sales Opesations
from July 2001°tc June 2002, Vice President, Staff Operations, Global
_Gales Operations from June 2060 to June 2001, Vice President,
Finance, Computer Systems, Network Storage cnd Natwork Service
Providersifrom February 1998 to-June 2000, Vice President; Firance,
Worldwide Finanzial Operatiofis of Sun Mlcrosystems Computer
Corporation. (SMCC), a wholly-owned subsidiary of Sun, from July 1994
to February 1998 and Vice President, Finance, North America-and
Australia Field Oper_a_tlons of SMCC from Oclober 1 992 o July. 1994,
AUDITOR & AUDIT FEES
Auditor; Ernst & Young LLP”
Previous Auditor:
Audit Fees Faid: $5,381,000
Audit Related Fees Paid: $42,000
Tax Preparation Fees Paid: $6,113,000
All Other Fees Paid: 565,000
Total Fees Paid: $12,101,000

Audit + Audit-Related as % of

Total: 44.81%

Auditor Change Notes:
ACCOUNTING
Accounting indicator Red-Flags?
Accounting Chariges: No
Earningsto Sale of Assets Ratio: No
Inveniory to Sales Ratio: Yes:




‘Summary TCL Black-Scholes
Value:

TOTAL TARGET
COMPENSATION:

Number of Options Exercised: 2,000,000
Exercisable:Options:" 16233418
Unexercisable.Options: 5,466,787
Valus of Exercisable Options: 19,006,320
Value of Unexerciséble Ogtions: $1,224,000
Shares to:Salary Multiple: '2,455.94
‘Varizble ‘Pay as % of Total; 98.55%
Variable Pay as Stock:. 88:10%
CED Contract Availatle? Yes
‘Former CEO Contract Available? Nor
" Annual ingentive Plan Available?No

‘Long-term incentive Plan
Avaieble?

TAKEQOVER DEFENSES
Board Accountability

Effective Classified {Staggered) o
Board?-

$2,001.817

$104.26¢

Classified (Staggeredy Board?. No

Mumple Classes of’ ‘Common N
:Stock?’

Multiple Class Stock Notes
No known concems
Ditector. Removal Only for-Cause? No

Vote Reguired to Remove For .,
Cause:

Vote Required to Remove Without 51%
‘Cause:
Shareholders Can Fill Board p,,
Vacancies?
Boadrd Vacancy Notes.
Shareholder Voting and Action Rights
Vole Required to Call Special 4qg;
Meeting:
Is:Special Meeling Rule More or

Less Restnchve Than State Law? Less Restricive

Vote Required-to Act by Written 51%
Consent Percent;
Is Written Censenit Rule More-or
Less Restrictive Than State Law?
‘Vote Required for Merger or Other 515
Transact'on
MergerVote Notes

Same

Vote Required to-Amend‘the
Gharter:

Charter Amendment Nales

51%

Amendment of article 8(Election of Directors) requires 75% approval.

Vote Required to Amend the
Bylaws:
Bylaws Amendment Hotes

75%

Curmiulative Voting? Yes

- Poison Pili

Proﬁt to Sales'Ratio. No
Uniusyal Sales Ratio: - No

Discoritinued Operations=
Positive: .

Discontinued Qperations = No
Negpalive:
Depreciation: Yes.
‘Restructuring Charges: Yes
Write-of's & Other Specil |,
Charges;
Additional Notes & Comments.
Pleass note thal these accounting ratings are intended for use as 'red

es.

© flags® only. They suggestthe need for further research, but should not
‘b2 regarded -as conclusive. in this particiilar case, our screens highlight

the: followmg areas of potential concermn:

& Depreciation fi gures forthe mostrecently available quarter
should be reviewed more closely. While many firms regularly
report siich figures, when sean in combination with ths other

concerns included here; such reporting may suggest the need.
for closer.scrutiny.

& The.change in year over year inventory exceeds either the

positive differenca in net sales by more than 10%, ¢r the
negative difference in net sales by more than-20%, and should
~ -be reviewed more closely.

» Resiructuring charges reported by the firm far the most
recentiy-available quarter should be reviewed more closely,
particularly when seen in combination with other any cther
coricerns inciuded here.
e Special charges have been. reported for the maost recently

available quarler and should be reviewed more closely,
pamwlaﬂy when' seeﬂ m combination with other any other
congerns included here.

STRATEGIC DECISIONMAKING |
Merger & Acquisition Activity

No a-:ﬁ#ity reported.in this area for this company




Has Poison Plli? Yes
Poison Pill Notes
The pércentage threshold requiréd to tigger the pillis 10%.

Other Defenses
Business Combination Provision? Ne
Fair Pfice Provision?’ No

Control Share Acquisition’ g
Proviston?

Stakeholder Constiuency g
Provision?

Advance Notice Requiremnent? Yes

SHAREHOLDER RESPONSIVENESS

Proxy Year YesVoles  Type of Proposat E";‘;t::é by
.2063 9% Human Rights NA
2002 9% Human Rights NA.
2001 13% Human Rights NA

Scott G. McNealy

Age:

50

Gender;

Male

Total Number of Corporate Direc!orsh‘ip,s:

T

- Ig-Active, CEO?

Yes

1984,

Mr. McNealy is founder, Chairman, President-and Chief Executive Officer of Sun M:cmsystems Inc. {Sun). He served Sun as Chairman and
_Chief Executive-Officer from April 1899 to.June 2002, Ghairman, President and Chief. Exéculive Officer irom Decembier 1984 to April 1999,
‘President and Chisf Operalmg Officer fram February 1984 to Decernber 1984 and Vice President of Operations from- February 1982 1o February

DIRECTORSHIPS INCLUDED IN THIS DATABASE

Company’ Ticker|Rating|Since{Tenure} Status | Retired Oqtéide CEOQ|CFO|Chair| Lead|Founder|Attendance Shares Shar
Name : Held Ry
S’enf’.’a' o Qutside ) )
Electric. GE | D 11999 | 3 |Retired |4/24/2002 | oo 88163  B1.6¢
‘Company ‘
Sun
Microsystems,| SUNW| -8 |1982 | 23 |Director Insige | X X X 56,096,302 |68,698,3¢
inc..
Committes Assignments
Committee Name I Status (soe [Company Name Ticker
below).
X=Member, C=Chairman, A=Alternate. Member, N=Non-Voting Member, E=Emeritus

NON CORPORATE AFFILIATIONS INCLUDED IN THIS DATABASE
Affiliate- Relationship. Position Since “Tenurg
Business Councll (The) Director a nia
Business Roundtable (The) Member afa nia

MUTUAL FUND TRUSTEESHIPS INCLUDED IN THIS DATABASE
Mutual Fund | Ticker | Since. | Tenure -] Status | Independence Fund. Family

No mutual funds: trusteeships were found for this:director




James L.

Ba rksdale

Age:

62

Gender;:

Male

Total Number.of Corporate Tirectorships:

3

is.Active CEO?

Yes

M. Barksdale has been P-esident and Chief Executive -Officerof Barksdale Management Corporation, an investment management company;
since Apﬂ 1999. He has heen General Partner of The Barksdala Group, LLC 2 company he co-founded, since April.1999. He is also Special
Advisorto General Attantic Partners. Mr, Barksdale servad as Presidentend Chief Execuhve Officer of Netscape Communications
Corporation, an-Internet company, from January 1995 until March 1999 vimen Netscape was acquired by America Online, Inc.

DIRECTORSHIPS INCLUDED IN THIS DATABASE

Campany Ticker Ratmg Since| Tenure| Status ] Retired Outsn:la CEO|CFO|{Chair|Lead| Founder| Attendance| Shares| Shares
Name Held Rptd
Time Warner ! ) ) i’ )
Inc: TWX| p |2001] 4 |Director | Qultside 258,727 (258,727
|FedEx FDX . Outsde

Co'rporéti'bn A D 1889 B Director Related 32,800 {.32,800
Sun | Failed

:“_f“’sys‘ems- SUNW| B |1999 | & |Director Outside X Standards 930,000 {962,500
nc.

Barksdale

Management Retired

Corp, Inc. ’

Netscape ‘

Communicatians

‘Corporation 1895 4 Fermer {7/15/1998

(Retired)

AOL-Time

Warner; Inc. . Former

Committeg Assignments
Committee Name ‘Status (see Company Name Ticker
balow)
Compensation X [FedEx-Corporation FDX
Information Tfecﬁnoiogy Oversight X FedEx Corporation FDX
Mominating & Carporate Governance c ISurt Microsystems, inc: SUNW:
=Member, C=Chairman, A=Alternate Member, N=Non-Voting Member, E=Emeritus
NON-CORPORATE AFFILIATIONS INCLUDED IN THIS DATABASE
iAffiliate Relationship Position Since | Tenure
[Task Force on National‘Security in the Information Age Member Chairman nfa
MUTUAL FUND TRUSTEESHIPS INCLUDED IN THIS DATABASE
Mutual Fund’ 1 Ticker | Since | Tenure | Status | [Independence | Fund Family
No mutual funds trusteeships were found for this director

L. -John Doerr

Age;

54

Gender:

Male.

Total Nurbgrof Corporate Directorships:

7

Is Active CEO?

No




Mr, Doerr has bedn a General Partner.of Kleiner Perkins Caufield & Byers since September 1980. He holds a Masters of Business
Administration degree from Harvard Business School and 2:Masters of Science degree in electrical engineering and computer science and a
Bachelor of Science degree in electrical engineering from Rice University.

DIRECTORSHIPS INCLUDED IN THIS DATABASE

Company Ticker|Rating|Since| Tenure| Status | Refired |Outside{CEO|CFO|Chair|Lead|Founder| Attendance| Shares! Shar
Name ) L Held Rp:
intuit, inc. INTU} ¢ 1980 | 15 |Director outsice 2270311 424,14
Sun _ .
Microsystems, |ISUNW| B |1982 | 23 |Director Outsice 3,038,496/3,110,98
Inc;
palmOne, _ ‘ Outside . .
Inc. B j2003| 2 |Director Related 1,338,273:1,340,43
Amazon.com, | .. ‘ ‘
e, AMZN| A. [1996 | 9 |Difector Outside 12,919,749:12,936,35
WebMD HLTH . . . . . .
CQ_FDUTB tion B 1997 5 Retired [10/24/2002 |Outside 8,410,459 18,410,45
Google Inc. |GOOG| B 11999 | & |Director Outside 34,550'| 105,99
Drugstoreiccm| ,
Director
Inc
Homestore :
Inc. Director
Committeg-Assignments’
Committee Name Status (see [Company Name - Ticker
below). )
Compensation - c 1Sun Microsystems, Inc. SUNW
Compensation & Leadership X IGoogle Inc. GOOG
Nominating & Corporate Governance X Potuit, dng.. INTU
Nominating. & Corporate Governance X Sun Microsystems; inc. SUNW
Nominating & Corporale Governance c “lAmazon.com, inc. AMZN
INominating & Camporate Governance X Leoogle Ing. GOO0G.
X=Member, C=Chairman, A=Aliernate: Member, N=Non-=Voting Member, E=Emeritus
NON-CORPORATE AFFILIATIONS INCLUDED IN THIS DATABASE
Affiliate ' Relationship Position Since Tenure
Rice University Alumini nfa nla’
Harvard Business Schoo! Alumni na na
spen Institute (The) "~ Trustee nfa n/a
. MUTUAL FUND TRUSTEESHIPS INCLUDED IN THIS DATABASE ‘
Mutual Fund I Ticker | Since | Tenure | Status | *  Independence ] Fund Famlly
No mutual funds irusteeships were found:for this director

Robert J. Fisher

Age:|51

Gender: | Male,

Total Nuimber of Corporate Directorships:|2

15 Active CEO?

No:




‘Mr: Fisher has served as Chairman of The Gap, Inc. (a ciothing retziler) since Mey 2004, From April 1997'to November 1898, he served as
President, Gap Division,. The: Gap, Inc

DIRECTORSHIPS INCLUDED IN THIS DATABASE

Company Ticker | Rating|Since|Tenure| Status |Retired Outslde CEO|CFO Chailr Lead Foundar Attendanca Shares|Shares Rpti
Name ] ) Held
Gap, Inc. B8PS ’ ) Quiside :
(The) C 1890 | 15 . |Director Related: X 51,156,070 (152,182,827
Sun
Microsystems,|SUNW| B 1095 | 10 |Disector Cutside. 577,600 | 650,100
Inc. )
Committee'Assignments
Commitiee Name Status (soe [Company Nama Ticker
below)
JAudit: *: ISun Microsystems, Inc: SUNW

X=Member, C=Chairman, A=Alternate Member.‘ N=Non-Voiing Member.. E=Emeritus

NON-CORPORATE AFFILEATIONS INCLUDED IN THIS DATABASE

affiliate Relationship Position. ] Since 1 Tenure
No non- corporata affi hatxons were found:for this director

MUTUAL FUND TRUSTEESHIPS«-ENCLUDE IN THIS. DATABASE
Mutual Fund | Ticker | Since | TYenura | Status | . Independence 1 Fund Family
No mutual funds trusteeships were found-for this director '

M. Kenneth ,O,shm'an Ph.D.

Age: |85

] Gender: :;,Male‘

“Total Number of Corporate Directorships:|3.
{s Active CEO?|Yes

Smce 1989; Mr. Oshmar has served as Chalrman and Chief Executwe Dffice of Echelen Corporation, a networking company providing
hardware and software; products that enable everyday products to be made smart and connected to.one another and the Internet. He co-

founded Rolm: Corporation in 1969 and served as Chief Executive Officer and Presiden: until Rolms merger with 1BM in.1984. From 1984
t0;1986. Mr, Oshman served as'a Vice President of IBM. :

DIRECTORSHIPS INCLUDED IN THIS DATABASE

Company | Ticker|Rating|Since|Tenure| Status |Retired] Outside|CEO|CFO|Chair| Lead|Founder|Atiendance|  Shares| Shares
Name ; Held Rptd
Knight-Riddsr; ' 1 , .
Inc KRI B |1996 | & |Director Outside! 9,069 | .53,142
Sun ‘
Microsysiems,|SUNW| B |1988 | 17 |Director: Qutside’ 2,232,200 2,304,700
Inc. i B e
Echelon .
Carporation Directot
Committeg:Assignments’
Committee Name Status (see {Company Name Ticker
below) .|

Compénsation c Knight-Riddar; Ing. KRI
ICampensation X - [SunMicrosystems,.Ing. SUNW
Executive ‘ X Knight-Ridder, inc. KRi
INarninating & Corporate Gavernarnce X “[Knight:Ridder, nc. KRI




[ X=Member, C=Chairman, A=Aiternale Member N=Non-Voting Member, E=Emeritus

NON- CORPORATE AFFILIATIONS INCLUDED IN THIS DATABASE

Affiliate . . ‘Relationship’ . I Position | Since - 1 Tenure

‘No non-corporate affiliations:were found for this director

MUTUAL FUND TRUSTEESHIPS: INCLUDED IN THIS DATABASE

Mutua) Fund | Ticker | Sinée | Tenure- | . Status | Indepsndence | Fund Family.

No mutual funds tristeeships were found. for:this director

Naomi O. Seligman‘

Age:| 66
Gender: | Femate

Total Number of Carparate Directorships:| 3
" is Adtive CEO?| No

Since.June 1999, Ms. Seligman has been a Sénior Parnar-at Ostriker von: Simson, inc., an IT strategy exchange which faciiitates.a
dialogue between the Chief Information Officers:of large- multinational:corporations, premier venture capitalists and computerindustry
establishment, Chigf Executive Officers. She 'was a Senior. Pariner of the Research Board, Inc., which she co-founded in 1977:and led
wntil June 1989,

DIRECTORSHIPS INCLUDED IN THIS DATABASE

Company Ticker|Ratirig| Since| Tenure| Status | -Retired |Outside| CEO|CFO!|Chair}Lead| Founder|Attendance| Shares| Shares
Name ) Held| Rptd

Dun&
Bradstreet o ;
Corporation | BNB} B (1999 & [Director Qutside: 5,012 |25,641

(The)

San

Microsystems.|sunw| g [1s90 | & |pirector Guitside 10,000 [62.500
Inc. ’

Martha-
Stewart Living ' e ‘
Omnimedis, | MSC| € |1999| 4 . |Retired [8/11/2003 |Outside 16.467 27,467

Inc:

Akamai

Technologes.| AkAM| 8 j2001 | 4 |Director Outside 0 |67.875
Inc. .

‘Committee-Assignments

Committee.Name -Status (see [Company. Name . Ticker
felow) :
Audit X Dun & Bradstreet Corporation (The) ON3
Audit X: Sun Microsystems, inc. SUNW
Board Affairs ' X Dun & Bradstreet Corporation {The) DNB
ICompensation c |Akamai Tethnologies, Inc. AKAM

=Member, C=Chairman, A=Alternate Member, N=Non»Vuting‘Member E=Emeritus

NON-CORPORATE AFF!LIATIONS INCLUDED IN THIS DATABASE

Aff]liate | Relationship ; ‘Position 1 ‘Since | “Tenure.

No non-corporate affi Ixatlons‘.were found for-this director

i

MUTUAL FUND TRUSTEESHIPS INCLUDED IN THIS DATABASE

Matual Fund { Ticker | 'Since | Tenurée | “Status. | Independence: 1 Fund Family

{ No mutual funds trustéeships -were found:for this director

—




Michael E. Lehman

Age: |55

Gender:| Male
Total Number of Corporate Directorships:{4.
Is Active CEO? ‘_Nq

Mr. Lehmanserved as Executive Vice Presidentof Sun Microsystems, Inc; from July 2002 untll his resignation from employment in
September 2002. Since fat time, he has servad as-a salf-employad busmess consuitant, From July:2000 to July 2002, he served as
Executive Vice President, Corporate Resources and Chiief Financial Officeriof Sun, and from January 1388 to July 2000, as Vice
Presiden:, Corporare Resources and Chiaf Flnanc:al Officer.of Sun..

DlRECTORSHlPS INCLUDED IN THIS DATABASE

Company Ticker|Rating _Since Tenura| Status |Retired|Outside{CEQ}CFO|Chalr|{l.ead|Founder|Attandance| Shares| Shares
Name : : Held Rptd
MGIC
Investment | MTG } - |2001 | 4 |Directer Cutside 6,564 | 6,564
Corporation .
Sun- ; : |
oS Outside.
Microsystems,|SUnw| 8 |2002| 23 |Director Related 214,484 1224484
ing.
Echeten o
Corporation Director
NetiQ
Corporation Director |
Inc '
Committee Assignments:
Committea Name Status (see iCémpany Name Ticker
below)

Audit X IMGIC Investment Corporation . MTG

X=Member, C=Chairman, A=Alternate Member; N=Non-Voting Member, E=Emeritus

NON-CORPORATE AFFILiATlONSfINGLUDED’ IN THIS DATABASE

Affifiate i Relationship | Positlon | Since ] Tenure

No non-corporate affiliations were found for this director

MUTUAL FUND TRUSTEESHIPS INCLUDED IN THIS DATABASE

Mutual Fund | "Ticker | Since | Tenure | Status | Independence | Fund Family

No mutual funds trusteeships were found for'this director

Lynn E. Turner

Age:l53
Gender:| Male
Total Number of Corporate Directorsnips:
s ‘Active:CEO? I Ng

-

Mr. Tumer has been the Managing. Direttor-of Research of Glass Lewis & Co. LLC, 2nindependent. research firm, since July 2003.
‘He also has served as 8 Managing Director and Senior Advisor of Kroll Zglfo Cooper LLC, afinancial consultmg services company,
since:July 2003, From August 2001 10 Jung 2004, Mr. Tumer was a Professor of’ Accounting and Director of the Cefiter for Quality
Financial Reporting at Colorado- State University: Frem July 1998 1o August 2001, he served as Chief ‘Accountant of the United
-States Securities and .xchange Commlss:on

DIRECTORSHIPS iNCLUDED IN THIS DATABASE

Company Ticker Rating Slnce Tonure| Status |Retirad| Cutside! CEO|CFO|Chair]Lead| Founder| Attendancé| Shares| Shares
Name Held| Rptd




Sun
Microsystems,\sUNWI 3° 2002 | 3. |Direstor Outside- t ‘ 010,000
Inc: : 3

Committee ‘Assignments
Committee Name Status (see’iCompany Name Ticker
below) :
Audit ‘ C.  {Sun Microsystems; Inc. SUNW

X=Member, C=Chairman, A=Alternate' Member, N=Non-Voting Member, E=Emeritus

NON-CORPORATE AFFILIATIONS INCLUDED IN THIS DATABASE

IAffiliate Relationship Pasition Since Tenure. |
Colorado State University Direstor n/a nla
.S Securites and Exchange Commission " Executive nia nla

MUTUAL FUND TRUSTEESHIPS INCLUDED'IN THIS DATABASE
Mutual Fund | _Ticker | Simce [ Tenure | ‘Swatus | independence | Eund Family
No muiualfunds trusteeships were found for.this director

Stephen M. Bennett

Age:| 51
Gender: j Mate"
Total Number of Corporate Directorships: | 2.
Is Active CEO? Yes

Mr Bennett has been Preszdent and Chiaf Executive Officer of Intuit inc since 2000 Prior-to 1omlng Intuit, he spent 23 years with General
Electric Carporation. From December 1899t January 2000, Mr. Benne 't was an Executive Vice Prasident of GE Capital, the financial
services subsidiary of General Electric Corporation, and from.July 1999 ta-Novernber 1999, he was Pres:dent and.Chief- Executive Officer
of GE Cepital e-Business. Mr..Benneti was President and Chief Executive. Officer of GE Capital Vendor Financiat Services from April
1886 through June 1989. He holds a-Bachelor of Arts.in Finanice and Real Estate from the Umversxty of Wisconsin.

DIRECTORSHIPS INCLUDED IN THIS DATABASE

Company  |Ticker]Rating| Since|Teriure| Status |Retired| Outside|CEQ|CFO|Chair|Lead| Founder|Attendance] Shares| Shares
Name = Held Rptd
intuit, Inc. INTU| ¢ |2000| 5 |Direcior | inside | X 193,344°{1,904,171

Sun | .

Microsystems.|SUNW| . B |2004 | 1 |Director Outside ' 50,000.| 50,000

Inc: |

Committee Assighments

Committee Narne Status (see [Company'Name Ticker
below) , )
iCompensation X Sun Microsystems, inc. SUNW
Executive’ X Jimdit; inc. . INTU

X=Member, C=Chairman, A=Alternate Member ‘N=Non-Voting Member; E=Emeritus

NON CORPORATE AFFILIATIONS INCLUDED IN THIS DATABASE

Affiliate Relatienship’ Pasition Since Tenure
Liniversity of Wisconsin Alumpi _ n/a nfa

MUTUAL FUND TRUSTEESHIPS IlNCL_UDED IN THIS DATABASE
Mutual Fung. | Ticker | Since. | Tenure | ‘Status | independence:: I Fund Family
No mutual funds trusteeships ‘were found for this director




COPY

July 1, 2005

Office of Chief Counsel

Division of Corporation Finance
‘Securities and Exchange Commission
100 F Street, NE

Washington, D.C. 20549

Re:  Shareholder Proposal Relating to Poison Pill Received May 24, 2005
Dear Sir or Madam:

This letteris'submitted on behalf of Sun Microsystems, Inc. (“Sun” or the “Company”)
pursuant to Rule [4a-8(j) under the Securities Exchange Act of 1934, as amended (the
“Exchange Act’ "); to-notify: the Securities and Exchange Commission (the “Commission”) of the
intention of the Company to exclude certain portions of the supporting statement of a shareholder
proposal (the “Proposal”) submitted by Mr. William Steiner (directly or through his
representative, John Chevedden, the “Proponent’ ) from the-Company’s proxy statement and
form of proxy for the Company’s 2005 annual mecting of stockholders (the “Proxy Materials”).
The Company respectfully requests that the: Division of Corporation Finance not recommend to
the Commission that any enforcement action be taken if the Company excludes portions of the
supporting statement of the Proposal from the Proxy Materials for the reasons set forth below. In
‘accordance with Rule-14a-8{j)(2), there are: submiitted hcrcwnth five additional copies of this
letter and the attached materials.

To meet printing and disttibution requirements, the Company anticipates that it will begin
printing its Proxy Materials on or about September12, 2005 and start mailing its Proxy Materials
to stockholders on or about September 19, 2005.. The Company currently anticipates filing its
definitive Proxy Materials with the Commission on or about September 19, 2005, The Company
plans o hold its annual meeting of stockholders on or about October 27, 2005.

‘T. The Proposal

|
The Company received correspondence containing a cover letter-and thie: Proposal from
the Proponent on' May 24,2005, and subsequently received-a Statement of Ownership Record
from the Proponent.on J une 7, 2005, ‘copies of which have been attached hereto-as
Attachment A. While the:cover letter is dated’ September:28; 2004, the Company has no record
.of receipt of the Proposal until May 24, 2005. The Proposal seeks shareholder-approval for the
.adoption of a rule that the Board of Dlrectors of the Company (the: *Board”) will redeem any




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.



July 21, 2005

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  Sun Microsystems, Inc.
Incoming letter dated July 1, 2005

The proposal requests that the board adopt a rule requiring the board to redeem
any current or future poison pill unless it is submitted to a shareholder vote.

We are unable to concur in your view that Sun may exclude portions of the

supporting statement under rule 14a-8(1)(3). Accordingly, we do not believe that Sun
may omit portions of the supporting statement from its proxy materials in reliance on

Sincerely,

rule 14a-8(i)(3).

Mark F. Vilardo
Special Counsel



