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Re: Verizon Communications Inc.
Incoming letter dated December 27, 2006

!
Dear Ms. Weber: ' ‘,

This is in response to your letters dated December 27, 2006, January 26, 2007 and
February 13, 2007 conceming the shareholder proposal submitted to VerlzonI by AFL-
CIO Reserve Fund. We also have received letters from the proponent dated { anuary 16,
2007 and February 7, 2007. 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 pr0v1ded 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. '

Sincere

PROCESSED

MAR 0 2 2007 |
David Lylnn ‘
E&NMSC‘O““ Chief Counsel
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ce: Daniel F. Pedrotty, Counsel , !
Office of Investment ' ‘ '-
American Federation of Labor and
Congress of Industrial Organizations

o . B —

07045827

. o

i .
& D - UNITED STATES %&




) | \/ |
Mary Louise Weber ' Ver'zon |

Assistant General Counse) .
One Verizon Way, Rm VC545440

. Basking Ridge, NJ 07920
Tel 908 559-5636
" Fax 908 696-2068
, mary.l.weber@verizon.com

February 13, 2007 . F P
. HnE =
U.S. Securities and Exchange Commission ' ' Qo o
Division of Corporation Finance L L
Office of the Chief Counsel i S
100 F Street, N.E. ' : T om =
Washington, D.C. 20549 £ = o
zE T &
. gZ N
mo

Re: Verizon Communications Inc. 2007 Annual Meeting .
Shareholder Proposal of the AFL-CIO Reserve Fund

1
}

Ladies and Gentlemen:
| refer to my letters dated December 27, 2006 (the "December 27 Letter“) and

January 26, 2007 (the “January 27 Letter”) pursuant to which Verizon Commumcanons
Inc., a Delaware corporation ("Verizon"), requested that the Staff of the D|vn5|on of
Corporatlon Finance (the "Staff") of the Securities and Exchange Comm|ssmn (the
"Commission"} concur with Verizon's view that the shareholder proposal and supporting
statement (collectively, the "Proposal®) submitted by the AFL-CIO Heserve Fund (the
"Proponent”) may properly be omitted pursuant to Rule 14a- 8(1)(10) and Rule 14a-
8(i)(3) from the proxy materials (the "Proxy Materials") to be dlstrlbuted by Verizon in

connection with its 2007 annual meeting of shareholders.
This letter is in response to a letter to the Staff by the Proponent dated February

7, 2007 (the "Proponent's Letter"). In accordance with Rule 14a-8(j), a copy of this
letter is being sent simultaneously to the Proponent. ‘

I The Proponent Continues to Misconstrue Verizon’s Se\iierr-,mc.‘«.l Agreement
Policy and Incorrectly Portrays What Would Be Included and Excluded

From the 2.99 Limitation.

The Proponent's Letter is based on the unfounded and erroneous

that the Verizon Policy would apply only to lump sum cash payments and post-
employment consulting fees. On the contrary, the Verizon Policy appllesI to the cash

value of all severance benefits, except those that “are payable or become payable
pursuant to Company policy applicable to management.” The Proponent’s comparison

assumption

T892
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table, when properly completed, |Ilustrates the substantial srmrlantles between the

Proposal and the Verizon Policy:

Verizon Severance Policy Appilies to
2.99 times the sum of:

Proposal Applies to 2.99 times the sum
of: i

Lump-sum cash payments (including
payments in lieu of medical and other
benefits)*

LLump-sum cash payments (including
payments in lieu of medical|and other

Consulting fees (including rermbursable
expenses)

benefits) :
Consulting fees (including reimbursable
expenses) l

Payment of any “gross-up’ tax liability with

Payment of any “grofss-up“ tax liability

respect to the lump-sum cash payment**

Estimated present value of periodic
retirement payments that are outside the
scope of Verizon’s existing plans

[See further discussion below]

i

l oo
Estimated present value of periodic
retirement payments

'| Stock or option awards that are awarded

under any severance agreement

Stock or option awards that are awarded
under any severance agreement

Any prior stock or option award as to
which the executive’s access is
accelerated under a severance agreement
[See further discussion below]

Any prior stock or optlon awards asto
which the executive’ s access is
accelerated under the severance
agreement

The cash value of any other severance
benefit not provided under Company
policy applicable to management***

H

Fringe benefits

"Verizon cannot determine what the Proposal contemplates by the phrase payments in lieu of
medical and other benefits.” Under company policy applicable to managementI Verrzon does not provide
a cash payment in lieu of medical coverage to severed employees, but does provrde coverage for the
duration of the severance period. If Verizon were to agree to a cash payment :n Ireu of medical coverage,

it would be included in the limitation.

“*Verizon cannot determine what the Proposal contemplates by the phrase “payment of any
‘gross-up’ tax liability.” Under its severance policy applicable to management employees Verizon does

not provide for any gross-up of the lump sum cash payment.

*** Verizon cannot determine what the Proposal contemplates by the phrase “tringe benefit” and

therefore cannot precisely indicate what would be included or excluded.

v




U.S. Securities and Exchange Commission |
Division of Corporation Finance : !
Office of the Chief Counsel
February 13, 2007

Page 3

Estimated Present Value of Periodic Retirément Payments

As disclosed in Verizon’s 2006 proxy statement, effective JuIy 1, 2006 Verizon
management employees, including senior officers, no longer earn pensron benefits
under the Verizon Management Pension Plan and Verizon Excess Pensron Plan. Prior
to the cessation of benefit accrual under these plans, the plans were avarlable to all
management employees as a benefit of employment, separate and drstrnct from any
severance arrangement or agreement. Verizon does not believe itis appropnate to
include the value of retirement payments in a severance calculation. Of cou rse, if a
severance agreement were to provide for special “retirement payments” outsrde the
scope of Verizon’s existing plans, the estimated present value of those payments would
be included in the overall limitation. g

. 1
Any Prior Stock or Option Awards as to which the Executive’s Access is Accelerated
under the Severance Agreement i

Stock options and other equity based awards are granted to management
employees under Verizon's Long-Term Incentive Plan and constitute a component of
Verizon’s compensation program for management employees. The tenns of the
awards, including the terms of exercise, are established at the time of the grant and set
forth in an agreement between Verizon and the recipient. These agreements under the
Long-Term Incentive Plan are separate and distinct from any severance arrangement
or agreement. As a result, Verizon does not believe'it is appropriate to include in a
severance calculation the value of prior stock option awards. In addition, the
Proponent’s Letter misstates the terms of the performance and restncted stock awards
granted under Verizon's Long-term Incentive Plan. As disclosed in the 2006 proxy
statement, if a senior executive is involuntarily terminated, his or her pertormance stock
units and restricted stock units will vest and become payable on the scheduled date,
provided Verizon attains the applicable performance goals. In other words the
executive’s access to these awards is not accelerated. However, if a severance
agreement were to modify an outstanding stock or option award to accelerate an
executive's access to such award, the value of that award would be included in the
severance calculation.

Finally, it should be noted that the Proponent continues to mcorrectly cite Mr.
Babbio’s employment agreement as an example of the substantial drfferences between
the Proposal and the Verizon Policy. As pointed out in the January 26 Letter that
agreement, if entered into today, would be subject to shareholder ratrfrcatron under the
Verizon Policy and shareholder approval under the Proposal. it i rs in tact an example
of the substantial similarities between the Verizon Policy and the Proposal
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I The Proponent Continues to Obfuscate the Distinction Between Valuing
Current Equity-Based Grants and Other Benefits and Determmmg the
Present Value of Grants or Benefits Not Yet Made or Determmed

The Proposal requires that “any prior stock or option awards as to whtch the
executive’s access is accelerated” [emphasis added] be included in the severance
calculation. Verizon doesn't know exactly what the Proposal contemplates by the
reference to “prior” awards. Verizon assumed, perhaps incorrectly, that the Proposal
would have Verizon include in the severance calculation all equity awards prior to the
date of severance. There is no dispute over the fact that Verizon can determme the

- present value of stock and option awards granted prior to the date it executes an

agreement, However, no one can determine now the present value of awards that may
be granted in the future after the date of a severance agreement but eror to the date of
severance.

Similarly, as discussed in the December 27 Letter, the Proposal requnres a
calculation of the "estimated present value of periodic retirement payments " Such
calculation could not be made currently without knowledge of a variety of factors which
would not be known untif well into the future, such as the executive's age and salary at
the time of termination of employment and the number of years of employment The
Proponent still offers no explanatlon as to how that caiculation cou[d be made on a
current basis.

ll.  The Proponent Fails to Refute Verizon's Position
Under Rule 14a-8(i)(3)

Contrary to the Proponent's assertion, the Proposal does not “clearly and
carefully describe each of the elements of compensation to be included i in the
calculation of severance agreements.” As demonstrated in the exercise Pf completing
the comparison table, the so-called elements of compensation set forth in the Proposal
are vague and open to interpretation. Accordingly, Verizon continues to bel:eve that
Staff Bulletin No. 14B supports exclusion of the Proposal because “the resolution
contained in the proposal is so inherently vague or indefinite that neitherthe
stockholders voting on the proposal, nor the company in implementing the proposal (if
adopted) would be abie to determlne w:th any reasonable certalnty exactly what actions
or measures the proposal requires..

. Conclusion

For the reasons set forth above and in the December 27 Letter and the January
26 Letter , Verizon continues to believe that the Proposal may property be omitted from
the Proxy Materials pursuant to Rule 14a- -8(i}(10) and Rule 14a-8(i)(3), and requests
the Staff's concurrence with its views.
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Kindly acknowledge receipt of this letter by stamping and réturning the extra
enclosed copy of this letter in the enclosed self-addressed, stamped envelope. If you
have any questions with respect to this matter, please telephone me at (QOB) 559-5636.

Very truly yours,

vz JM e

Mary Louise Webér
Assistant General ;Counsel

cc: AFL-CIO Reserve Fund
AFL- CIO Office of Investment
815 16" Street, NW. .
Washington, D.C. 20006 .
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Dear Sir/Madam:
‘ This letter is submitted in response to the claim of Verizon Corﬁmunicatiens, Inc. ‘
(“Verizon” or the “Company”) by letter dated January 26, 2007, that it may ex%:lude the i
shareholder proposal (“Proposal”) of the AFL-CIO Reserve Fund (“Proponent?) from its 2007 '
proxy materials pursuant to Rules 14a-8(i)(3) and 14a-8(i)(10). ‘

g = -

' I. Verizon has not substantially implemented the Proposal because its severance
ratification policy excludes most of the elements of compensation that would be

. included under the Proposal. ‘

_ Verizon now claims Proponent has misread its severance policy by focusmg on the
followmg language:

b This limitation applies to the cash value of any post-employment consulting agreement

entered into between the senior executive officer and the company, but{does not apply to

the cash value of any benefits that are payable or become payable pursuant to Company

policy applicable to management. : : , : .

Even under this reading of Verizon’s severance policy, the policy excludes “the cash ‘
value of any benefits that are payable or become payable pursuant to Company policy appllcable ;
to management.” o
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Pursuant to Verizon’s policy, as described in its 2006 Proxy, all stock optlons
performance stock units and restricted stock units will fully vest and become exercisable for
executives who are terminated involuntarily and without cause. Each of these|substantial
elements of compensation is excluded under the Verizon policy.

The Proposal submitted by the AFL-CIO Reserve Fund, however, applies to

lump-sum cash payments {including payments in lieu of medical and other benefits); the
payment of any “gross-up” tax liability; the estimated present value of periodic retirement
payments; any stock or option awards that are awarded under any severance agreement;
any prior stock or option awards as to which the executive’s access is z{ccelerated under
the severance agreement; fringe benefits; and consulting fees (mcludmg reimbursable
expenses) to be paid to the executive.
A comparison table may be the best way to display the dlfferences between the Proposal
and Verizon’s severance policy:

Verizon Severance Policy Applies to 2.99 | The Proposal Applles to 2.99 times the

times the sum of: sum of:

Cash value severance payments Lump-sum cash payments (including

payments in lieu of medical and other

benefits) !

Post-employment consulting agreements Consulting fees (including reimbursable

expenses) i

Payment of any “gross-up” tax liability

- Estimated present value of periodic

' retirement payments '

Stock or option awards that are awarded

under any severance agreemlent

Any prior stock or option awards as to

which the executive’s access is

accelerated under the severance agreement

Fringe benefits ; |
The Proposal clearly applies to more elements of executive compensatllon severance

agreements than does the new Verizon interpretation of its severance policy. The differences

between the two are substantial.

Verizon also attacks the Proponent’s example of the application of the IProposal to Mr.
Lawrence Babbio. There is no dispute between Verizon and Proponent over the application of
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the Proposal. It states that it applies to “future severance agreements w1th sen
What the Babbio example shows is the wide gap—8§17 mllhon—between the
included in Verizon’s severance policy and the Proposal. l

I1. Calculations of Severance under the Proposal Rely upon the SEC’
Compensation Rule. :

Verizon continues to claim that there are too many unknown variables

to be able to calculate the value of severance agreements under the Proposal.

1or executives.”
compensatlon

s Executive

for the Company
The terms and

conditions of severance agreements, at the time they are submitted to shareholders under the
Proposal, are quantifiable under the established methodology of the SEC’s executlve
compensation rules. Verizon’s description of “an unknown number of optlons granted on

unknown terms, years or decades in the future” is little more than obfuscatlon'
would clearly require a calculation using the same methodolo gy as is requlred under Commrssmn

rules.

The Proposal

III. Staff Decisions on Rule 14a-8(l)(3) and Staff Legal Bulletin lNo 14B Support the

" Inclusion of the Pr0posal in Verizon’s Proxy. : f

Verizon cites what it claims are misinterpretations of Fuqua Industrzes (March 12 1991)

in support of its claim that the Proposal is excludable under rule 14a—8(1)(3) Fuqua mvolved a

proposal to prohibit any shareholder from “compromising the ownership of ot

her stockholders,”

—terms that are subject to various and sundry interpretations. The Proposal before Verizon,

however, contains clear terms and it lists each of the elements to be mcluded

of severance agreements. Fuqua does not: support Verizon’s argument for exclusion under Rule

14a-8(1)(3).

m the calculation

‘ |
- General Electric Company (February 5, 2003), also cited by Verizon in support of its

contention that the Proposal is excludable under rule 14a-8(i)(3), involved a p

executive compensation without defining the elements of executive compensatlon to be included

roposal to limit

in the calculation. The Proposal before Verizon, unlike General Electric Company clearly and
carefully describes each of the elements of compensation to be included in the calculation of
severance agreements. Moreover, the methodology to be used to calculate the severance

agreement’s compensation amounts is widely employed.

Finally, Verizon maintains that Proponent has misstated the applicatio

Bulletin No. 14B. Verizon is correct in citing the Staff Legal Bulletin’ 's support for exclusion or .

modification of a statement where

n of Staff Legal
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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—the objection also may be appropriate where
the proposal and the supporting statément, when read together, have the same result;

The Proposal at issue here is, by its own terms, clear and direct in addressing the matter of
executive compensation severance agreements. There is, indeed, a considerable body of
literature, and legions of executive compensation consultants, who are bent ob:fuscatmg and
rendering these matters incomprehensible to even the most informed shareholder, but such is not
the case with this Proposal.

IV. Conclusicn ;
b

' L
Verizon has not met its burden of demonstrating that it is entitled to exclude the Proposal

under Rule 14a-8(g). Moreover, the policy it has adopted on post-employment consulting
agreements does not substantially implement the Proposal. The Proposal is not excludable under
Rule 148-8(1)(10).

The Proposal 1s clear and it carefully defines its terms, relying upon methodology already
employed by the Company under SEC Rules. The Proposal may not be excluded under Rule
14a-8(i)(3).

Please call me at 202-637-5335 if you have any questions or need additional information
regarding this matter. I have enclosed six copies of this letter for the Staff and [ am sending a

copy to Counsel for the Company.

Sincerely,

Robert E. McGarrah, Jr., qu.
Capital Stewardship Coordinator
Office of Investment

REM/me !
opeiu #2, afl-cio |

cc: Mary Louise Weber, Assistant General Counsel, Verizon
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This letter is submitted in response to the claim of Verizon Communications,

(“Verizon” or the “Company”), by letter dated December 27, 2006, that it may}exclude the

Inc.

n
} Re: Request by Verizon Communications, Inc. to omit sharehol;fler proposal submitted
; by AFL-CIO Reserve Fund

Dear Sir/Madam:

shareholder proposal (“Proposal”) of the AFL-CIO Reserve Fund (“Proponent?) from its 2007

proxy materials.

1. Introduction

The AFL-CIO Reserve Fund’s shareholder proposal to Verizon urges

the Board of Directors to seek shareholder approval of future severance agreements with

senior executives that provide benefits in an amount exceeding 2.99 times the sum of the
executive’s base salary plus bonus.

“Severance agreements” include any agreements or arrangements that provide for
payments or awards in connection with a senior executive’s severance from the
Company, including employment agreements; retirement agreements; dettlement
agreements; change in control agreements; and agreements renewing, ﬁmdifying or

extending such agreements.

“Benefits” include lump-sum cash payments (including payments in lieu of medical and

- other benefits); the payment of any “gross-up™ tax liability; the estimated present value of
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periodic retirement payments; any stock or option awards as to which the executive’s
access is accelerated under the severance agreement; fringe benefits; and consulting fees
(including reimbursable expenses) to be paid to the executive.

Verizon argues that the Proposal is (1) excludable under Rule 1|4a-8(i)( 110) because the
Company has substantially implemented the proposal by adopting a policy on new post-
employment consulting arrangements, and (2) that under Rule 14a-8(i)(3), the proposal is
excludable “because it is vague, indefinite and thus, misleading in violation of/Rule 14a-9.”

Verizon’s 2006 proxy statement contained the following policy (“Policy”):

The Board of Directors will seek shareholder ratification of any new severance
arrangement between a senior executive officer and the company that provides for a total
cash value severance payment exceeding 2.99 times the sum of the executive’s base
salary plus bonus. This limitation applies to the cash value or any post-employment
consulting arrangement entered into between the senior executive ofﬁc:cr and the
Company, but does not apply to the cash value of any benefits that are payable or become
payable pursuant to Company policy applicable to management (emphasis added).

Verizon’s reliance upon Rule 14a-8(1)(10) to exclude the Propc:sal ignores the clear and
substantial differences between its Policy, which is nothing more than a limitation on post-
employment consulting arrangements, and the Proposal’s limitation on future Isevcra.nce
agreements with senior executives that provide benefits in an amount exceedmg 2.99 times the
sum of the executive’s base salary plus bonus.

Venizon’s reliance upon Rule 142-8(i)(3) to exclude the Proposal ignores the plain
language of the Proposal itself which clearly states the elements to be mcluded in the calculation
of future severance agreements with senior executives that provide benefits ex'ceedmg 2.99 times
the sum of the executive’s base salary plus bonus. )

: . |
IL. Verizon Has Failed to Demonstrate that the Proposal Has Been Substantially

Implemented.

A. Unlike the Proposal, which addresses all the elements of futurel' severance
agreements, the Company’s Policy only deals with a tiny portion of such
agreements.

Rule 14a- 8(g) places “the burden on the company to demonstrate that lt is entitled to
exclude a proposal.” Verizon attempts to meet that burden by citing a'2006 Proxy Statement

i
from the Board of Directors on new severance agreements that contains a specific “limitation
|
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[that] applies to the cash value of any post-employment consulting arrangement entered into
between the senior executive officer and the Company, but does not apply to the cash value of
any benefits that are payable or become payable pursuant to Company policy applicable to
management.”

Yet the Proposal clearly states that it applies to all benefits contained in various kinds of
agreements that provide for payments or awards in connection with a senior exlecutlve ]
severance from the Company. It defines severance agreements and it defines bleneﬁts Indeed,
Verizon’s own 2006 Proxy Statement clearly defines the “Elements of Executive Compensation’
at pages 24-34 of the Statement and they closely track the same elements contained in the
Proposal.

]

Contrary to the assertion of the Company, the differences between the Proposal and
Verizon’s Policy are substantial. The total cash value of the benefits included lin the Proposal’s
definition of “Benefit,” but excluded from Verizon’s Policy, can be very lucrative. To use an
example from the Company’s 2006 Proxy, if the employment of Former Vice Chalrman and
President Lawrence T. Babbio, Jr. had been involuntarily terminated without cause he would
have received a lump-sum payment equal to two times (i) his base salary ($1, 200 ,000), (it} the
greater of 50 percent or the percentage of his maximum short-term bonus opportumty awarded in
the year immediately preceding the termination of his employment (75 percc:ntI of $1,800,000),
and (iii) 100 percent of his long-term bonus opportunity provided for under hls agreement (at
least $6,000,000). This would be 2 x ($1,200,000 + $1,350,000 + $6,000 000) $17,100,000.

This significant total is already well over 2.99 times Babbio’s 2005 base salary plus
bonus of $3,000,000 without including the cash value of any post- ernployment consulting
agreement that is part of the Proposal’s definition of “Benefit.” Verizon’s Pohcy would exclude
the $17,100,000 in its calculation of “total cash value of any severance paymerllt” because its
Policy “does not apply to the cash value of any benefits that are payable or bec:ome payable
pursuant to Company policy applicable to management.” The Company’s Policy would thus
exclude a significant portion of a senior executive’s severance package. How can Company :
shareholders approve of a senior executive’s “total cash value severance payment” if that total !
does not include a significant portion of the executive’s actual severance payment?

B. Previous Decisions of the Staff of the Division of Corporation Finance (“Staff”)
of the Securities and Exchange Commission (“SEC”) Do Not Support the Case
for Proposal’s Exclusion Under Rule 14a-8(i)(10)

The Company relies on the AutoNation Inc. No-Action Letter (February 16, 2005) and
Borders Group, Inc. (January 31, 2005) in support of its argument that it has s;ubstantially
implemented the Proposal. Verizon would have the Staff believe that a policy regarding
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compensation for post-employment consulting arrangements is substantially the same as a policy
on all benefits for senior executive severance agreements, including lump-sun{ cash payments,
gross-ups, stock or option awards and periodic retirement payments. Its argument is akin to the
notion that a fig leaf is a suit of clothing.

In AutoNation, Inc., the sharcholder proposal contained no definition of the “golden
parachutes” it sought to limit. AutoNation was therefore free to define the terms, and it did so,
substantially implementing the proposal. The Proposal before Verizon, by contrast, is carefully
drafted to describe exactly what is to be included in the calculation of future severance
agreements exceeding 2.99 times the sum of executive’s base salary plus bonus.

Similarly, in Borders Group, Inc., the shareholder proposal was vu‘tually identical to the
proposal described in AutoNation, Inc. That proposal contained no definition of the “golden
parachutes” it sought to limit. Borders Group adopted its own proposal, carefully defining the
elements to be included in the calculation of an executive’s base salary plus target bonus, and
accordingly, the Staff granted Borders Group, Inc. the No-Action Letter it requested.

In fact, the Proposal before Verizon is more akin to the proposal in Lucent Technologies
(October 28, 2004). There the company claimed it had substantially implemented a shareholder
proposal that, similar to our Proposal, defined benefits to include “the present Value as of the
effective date, of all post-termination payments (in cash or in kind) not earned or vested prior to
termination, including any lump sum payments, fringe benefits, perquisites, consulting fees, or .
the accelerated vesting of equity grants.” Lucent’s policy, like Verizon’s excldded specific forms
of benefits from its definition, many of which had considerable value. The Staff was unable to
concur in Lucent’s view that it could exclude the proposal under rule 14a~8(1)('1 0}.

III.  The Proposal relies upon well-established executive compensation methodology
employed by Verizon and the SEC to compute the amount applical:)le to future
senior executive severance agreements, thereby rendering Verizon’s 14a-8(i)(3)
arguments moot. J

The Proposal was submitted to Verizon well after the SEC adopted its final rule on
disclosure of executive compensation. 71 Fed. Reg. 78338 (December 29, 2006) That rule
prescribes revisions to the Summary Compensation Table and requires compames to adopt new
Grants of Plan-Based Awards Table. The Rule will require a new “Total” column that
aggregates the total dollar value of each form of compensation defined in the Proposal
Verizon’s 2007 proxy statement will, of course, include such data and it is entgrely applicable to
the data required to be included in the calculations envisioned by the Proposal!
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Indeed, Verizon’s 2006 proxy statement contains an extended description and analysis of
executive compensation. Employing that data, we were able to determine the severance
compensation that would have been payable to Verizon’s former Vice Chalrmelm and President
Lawrence T. Babbio, Jr., under this Proposal, supra. This data and the methodology prescribed
by the SEC are far from what might be termed “indefinite, and thus, misleading in violation of
Rule 14a-9.” '

McDonald’s Corporation (February 13, 2006) involved an almost 1dent1cal proposal to
the Proponent’s Proposal before Verizon. Like Verizon, McDonald’s sought 1ts exclusion under
rule 14a-8(1)(3), arguing that it was “vague as to its implementation... and McDonald’s would be
unable to determine exactly what actions or measures the Proposal would requlre if adopted.”
The proponents in McDonald'’s stated they were “confident in the judgment of the Company’s
executives and advisors to pick a measurement most appropriate for the Company” to comply
with applicable law and the proposal. The Staff agreed.

In Duke Energy Corporation (January 16, 2002), the company argued that a similar
proposal on future executive officer severance pay agreements could be excluded under rule 14a-
8(1)(3) as vague and indefinite. The proponent presented similar examples from the Company’s
most recent proxy statement to describe the amounts that would be sub_]ect to shareholder

.consideration under the proposal. The Staff denied Duke Energy’s request to omit the proposal

from its proxy materials.

Verizon cites Fuqua Industries (March 12, 1991) in support of its cla1m| that the Proposal
is excludable under rule 14a-8(i)(3). But Fuqua involved a proposal to prohlblt any shareholder
from “compromising the ownership of other stockholders,” not as here, a clear and well-
established calculation of severance compensation. '

General Electric Company (February 5, 2003), also cited by Verizon in|support of its
contention that the Proposal is excludable under rule 14a-8(i)(3), involved a proposal to limit
executive compensation without defining the elements of executive compensation to be included
in the calculation of that compensation. The Proposal before Verizon, unlike General Electric
Company, clearly and carefully describes each of the elements of c:ornpensationI to be included in
the calculation of severance agreements. ;

The Proponent has taken every conceivable step possible to define the elements of
compensation involved in the calculation of future severance agreements at Velizon Like the
proponents in McDonald’s Corporation, it has no intention or desire to m1cromanage the
operations of the Company. On the contrary, it seeks the Company’s best efforts to apply
commonly accepted methodology to calculate future severance agreements and provide them to

shareholders for their approval. ,

t
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' !
Verizon also states that the Proposal is internally inconsistent: I
The resolution very clearly calls for prior shareholder approval of future severance
agreements, but the supporting statement, equally as clearly, states that,j if the proposal
were implemented, Verizon could seck sharcholder ratification after the material terms of
the agreement had been agreed to. (emphasis added) :

Here, the Company appears to have misread and m1sunderstood the plam language of the
Proposal. The word “prior” does not appear before “shareholder approval’ in the Proposal
statement. The line referred to in the Supporting Statement only covers 51tuatlcns in which it is
not practical to obtain prior shareholder approval. For example, in the unfortunate event that a
CEOQ unexpectedly passes away, the Company should not have to scramblc 1mrincdlately tocall a
shareholder meeting in order to approve of an interim CEQ’s severance package The line
referred to by the Company in the supporting statement allows the company an option in
situations like these for approval after material terms are agreed upon. It does not require that
shareholder approval always take place after material terms are agreed upon. If anything, the line
referred to in the Supporting Statement clarifies the Proposal langaugc."

Finally, the Company argues that the Proposal falsely and rnlsleadlngly charactenizes
Company Policy: _ .

The insertion of the words “but” and “only” into the second sentence drastically changes
the meaning of the sentence altogether and creates the false impression that the Verizon
Policy only limits post-consulting arrangements. On the contrary, the Verizon Policy, by
its terms, limits the “total cash value severance payment.” |

The statement in the Proposal’s Supporting Statement that the Company refers to is an
explanation of why “the policy our Company implemented is insufficient.” As explained, supra,
the Company’s Policy applies to “any post-employment consulting arrangement entered into
between the senior executive officer and the Company, but does not apply to the cash value of
any benefits that are payable or become payable pursuant to Company policy applicable to
management.” (emphasis added) '

1
The Company Policy carefully excludes substantial portions of executlve compensation
that would otherwise be included in a severance payment — aspects that; as mentloned before, are
well detailed in the Company’s 2006 Proxy and also defined in the Proposal’s deﬁnltlon of
benefit. In fact, because of this, adding the words “but” and *“‘only” clarlﬁes the Company’s
Policy to shareholders.
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Indeed, the Company’s objections are an inappropriate basis to exclude the Supporting
Statement language of the Proposal or the entire Proposal itself. Staff Legal Bulletin No. 148
(September 15, 2004).

IVv. Conclusion

Verizon may not properly exclude the Proposal from its 2007 proxy matenals under Rule
14a-8(i)(10) because the policy it has adopted on post-employment consulting agreements bears
virtually no relation to the amount of total compensation in future severance agreements with
senior Verizon executives. The Company has not substantially adopted the Proposal.

Finally, the Proposal is clear. It carefully defines each of the elements of compensation to
be included in the calculation of severance agreements and it relies upon comn:lonly accepted
methodology already employed by the Company under SEC Rules to arrive at the results. The
Proposal may not be excluded under rule 14a(8(1)(3).

Accordingly, Verizon’s request for no-action should be denied because it has failed to
meet its burden of demonstrating that it is entitled to exclude the Proposal undler Rule 14a-8(g).

If you have any questions or need additional information, please do not; hesitate to call me
at 202-637-5335. I have enclosed six copies of this letter for the Staff and I am sending a copy to
Counsel for the Company. ,

Ve ly yours,

Robert E. McGarrah, Jr,, ]ésq.
Office of Investment

REM/me
opeiu #2, afl-cio

cc: Mary Louise Weber, Verizon
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U.S. Securities and Exchange Commission ' EATI ﬁ\

Division of Corporation Finance ‘ o :; —
Office of the Chief Counsel zZ
100 F Street, N.E. QL on

Washington, D.C. 20549 -
Re:

Verizon Communications Inc. 2007 Annual Meetind
Shareholder Proposal of the AFL-CIO Reserve Fund

Ladies and Gentlemen:

| refer to-my letter dated December 27, 2006 (the "December 27 |Letter")
pursuant to which Verizon Communications Inc., a Delaware corporatlon ("Verizon"),
requested that the Staff of the Division of Corporatron Finance (the "Staff“) of the
Securities and Exchange Commission (the "Commission") concur with yerlzon S view
that the shareholder proposal and supporting statement (collectrvely, the “Proposal")
submitted by the AFL-CIO Reserve Fund (the "Proponent") may properly be omitted

pursuant to Rule 14a-8(i)(10) and.Rule 14a-8(i)(3) from the proxy materlals (the "Proxy
Materials") to be distributed by Verizon in connection with its 2007 annual meeting of
shareholders.

This letter is in response to the letter to the Staff by the Prl‘oponent dated January
16, 2007 (the "Proponent's Letter"), and supplements the December 27 Letter. In

accordance with Rule 14a-8()), a copy of this letter is being sent srmultaneously to the
Proponent.
I

|
The Proponent Relies Heavily on a Continued Misreading
of Verizon's Severance Agreement Policy

As discussed in Section Il.A. of the December 27 Letter, the Pro

|
posal
mischaracterizes Verizon's policy with respect to shareholder approval

of new
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severance agreements with senior executive officers (the "Verizon Policy"). Despite the
language of the Verizon Policy and'its clear application as descnbed in the December
27 Letter, the Proponent continues to misread the Verizon Pollcy, and the Proponent's
Letter rests heavily on such continued misreading. The Proponent S Letter in Section |
on page 2 states: "Verizon's reliance upon Rule 14a-8(i)(10) to exclude the Proposal
ignores the clear and substantial differences between [the Venzon] Polnby, which is
nothing more than a limitation on post-employment consuiting arranqements ..... "

(emphasis added) and the Proposal.

In asserting that the Verizon Policy applies only to post- employment consulting
arrangements, the Proponent omits the key operative sentence of the Verizon Policy,
which states that it applies to the "total cash value severance _pavment 'made to senior
executive officers. (emphasis added) The Verizon Policy also clearly prowdes that the
only exception to "total cash value severance payment" is the ' cash value of any
benefits that are payable or become payable pursuant to Company pollcy applicable to
management."

The reference in the Verizon Policy to a "post- employment consulting
arrangement,” which is the entire focus of the Proponent's argument srmply makes it
explicit such an arrangement is included within the meaning of the phrase “total cash
value severance payment.” |t takes an extraordinarily strained and |Ilog|cal reading of
the Verizon Policy to assert that the Verizon Policy applies only to post- employment
consulting arrangements

Any possible interpretive ambiguity on the part of the Proponent should quickly
have been dispelled by Verizon's statements in the December 27 Letter as to the clear
meaning and implementation of the Verizon Policy. Proponent, however appears
unwilling to abandon its misinterpretation of the Verizon Policy, snnce |ts entire
argument is premised on that misinterpretation. The Proponent has acknowledged that
its claimed “clear and substantial differences" between the Verizon Policy and the
Proposal are based on the assertion that the Verizon Policy "is nothmg'more than a
limitation on post-employment consulting arrangements.” With a correct reading of the
Verizon Pollcy, those purported "clear and substantial d|fferences" qu1ckly dissipate.

The Proponent's misreading of the Verizon Policy is further ewdenced by its
reference to Mr. Babbio's severance agreement. The Verizon Piollcy applles by its
terms, to "any new severance agreement between a senior executive officer and the
Company...." (emphasis added) Mr. Babbio's agreement was entered ||nto long before
the Verizon Pollcy was adopted and, therefore, is not a "new" agreement covered by
the Verizon Palicy. Similarly, Mr. Babbio's agreement would not be coyered by the
Proposal which, by its terms, applies to "future severance agreements with senior
executives...." (emphasis added) Such an agreement, if entered into today, would be
subject to shareholder ratification under the Verizon Policy and sharehplder approval
under the Proposal. The Proponent cites this agreement in an effort to support its
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claim of "substantial differences" between the Verizon Policy and the Proposal when, in
fact, it evidences the substantial similarities between the VerizoniPoIicy land the
Proposal, as both would require shareholder approval if such an agreement were to be
entered into in the future. . .

. The Proponent Fails to Acknowledge the Distinction Between Valuing
Current Equity-Based Grants and Other Benefits and Determlnlng the
Present Value of Grants or Benefits Not Yet Made or Determlned

The Proponent cites the executive compensation rules reoently' adopted by the
Commission, and asserts that the methodologies used to determlne the: estimated
present value of current equity-based grants would apply equally, to a current estimate
of the present value of equity-based grants that might be made many years or even
decades, in the future.

A company can value stock options granted today to a senlor exeoutrve officer
based on appropriate methodologies and taking into account factors knpwn at the time
of grant, such as the number of options and the terms of exercrse This is far different
from determining today the present value, prior to the execution of a severance

agreement with a senior executive officer, of an unknown number of optlons granted on
unknown terms, years or decades in the future.

Similarly, as discussed in the first full bullet on page 7 of the December 27
Letter, the Proposal requires a calculation of the "estimated present value of periodic
retirement payments.” Such calculation could not be made currently wrthout knowledge
of a variety of factors which would not be known until well into the future, such as the
executive's age and salary at the time of termination of employment and the number of
years of employment. The Proponent offers no explanation as to how that calculation
could be made on a current basis.

[ The Proponent Fails to Refute Verizon's Position
Under Rule 14a-8(i)(3)

The Proponent's other arguments against exclusion of the Proposal pursuant to
Rule 14a-8(i)(3) are similarly flawed, and do not refute the authontles crted in the
December 27 Letter. For example, in Section Ill on page 5 of Proponents Letter, the
Proponent seeks to distinguish Fuqua Industries (March 12, 1991) by simply making
the conclusory and unsupported statement that its Proposal unllke the|proposal in
Fuqua, is a "clear and well-established calculation of service compensatron " The
Proposal, as discussed in Section I1.B. of the December 27 Letter and in Section |l
above, does not provide for "clear and well-established” calculatlons

The Proponent seeks to distinguish General Electric Company (February 5,
2003) on the basis that the proposal in General Electric did not olefine the elements of
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compensation to be included in the calculation. The Proponent, however incorrectly
concludes that, as a result of General Electric, a proposal which mcludes elements of
compensation cannot, therefore, violate Rules 14a-9 and 14a- 8(|)(3) A‘ listing of
elements of compensation that are vague and indefinite is no less a violation of Rules
14a-9 and 14a-8(i}(3) than a failure to list any such elements. !

Finally, the Proponent seeks to explain away the internal |hconS|stency in the
Proposal as to whether shareholder approval is required prior to the tlme a covered
severance agreement is entered into, or whether after-the-fact shareholder ratification
would be permissible. The Proponent argues, in Section Il on page 6 of the
Proponent's Letter, that its positions are not inconsistent because "the word prior' does
not appear before 'shareholder approval“in the Proposal...." Whlle that of course, is a
correct statement, the fact is that the Proposal would requure shareholder approval of
"future severance agreements.” By any plain reading of the Ianguage approval of a
future agreement means approving it before — or prior to the time — it becomes an
agreement.

IV. The Proponent Misstates the Application of Staff Legal Bulletin No. 14B

In Section I.B. of the December 27 Letter, Verizon presen!ts support forits
position that the Proposal may be excluded under Rule 14a-8(i)(3) because it is vague
and indefinite and, thus, misleading. The Proponent cites Staff L'egal Blulletln No. 14B
(September 14, 2004) in Section 1l on page 7 of the Proponent' s Letter, in conclusory
fashion, as support for its position that the Proposal should not be excluded under Rule
14a-8(i)(3). -

Staff Legal Bulletin No. 14B offers no such support. In fac':t it goes directly
against the Proponent's argument. Staff Legal Bulletin No. 14B, ||n Sectlon B. 4, states
that Rule 14a-8(i)(3) may be used to exclude or modify a proposal where 'the resolution
contained in the proposal is so inherently vague-or indefinite that nelther the
stockholders voting on the proposal, nor the company in |mplement|ng the proposal (if
adopted) would be able to determine with any reasonable certamty exactly what actions
or measures the proposal requires..." This is precisely the argument made by Verizon
in the December 27 Letter.

V. Conclusion

For the reasons set forth above and in the December 27 Letter Verizon
continues to believe that the Proposal may properly be omitted from the Proxy Materials
‘pursuant to Rule 14a-8(i)(10) and Rule 14a-8(i)(3), and requests the Staff's
concurrence with its views.
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Kindly acknowledge receipt of this letter by stamping and returnlng the extra
enclosed copy of this letter in the enclosed self-addressed, stamped envelope If you
have any questions with respect to this matter, please telephone | me at (908) 559-5636.

Very truly yours,

Mary Louise Weber
Assistant General Counsel

CcC: AFL-CIO Reserve Fund
AFL-CIO Office of Investment
815 16™ Street, N.W.
Washington, D.C. 20006
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Mary Louise Weber veM’ _,o

Assistant General Counsel

One TVenzon Way R V0548440
Basking Ridgs, NJ' 07'920

Tel 908 559-5636
Fax 908 696-2067

mary.

December 27, 2006

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

Qffice of the Chief Counsel

100 F Street, N.E.

Re: Verizon Communications Inc. 2007 Annual Meeting
Shareholder Proposal of the AFL-CIO Reserve Funfd

Ladies and Gentlemen:

This letter is submitted on behalf of Verizon Communlcatuons Inct,

l.weber@verizon.com

a Delaware

corporation (“Verizon”), pursuant to Rule 14a-8(j) under the Secuntles Exchange Act of

1934, as amended. Verizon received a shareholder proposal and supportlng statement

(the "Proposal") from the AFL-CIO Reserve Fund (the "Proponent”) for |nclu310n in the
proxy materials to be distributed by Verizon in connection with |ts 2007 annual meeting
of shareholders (the "2007 proxy materials"). A copy of the Proposal is attached as

Exhibit A. For the reasons stated below, Verizon intends to omit the Proposal from its

2007 proxy materials.

Pursuant to Rule 14a-8{(j)(2), enclosed are six copies of this letter and the
attachments to this letter. A copy of this letter is also being sent to the Proponent as
notice of Verizon's intent to omit the Proposal from Verizon's 2007 proxy materials.

1. Introduction.

On November 20, 2006, Verizon received a letter from the Proponent containing

the following proposal:

#75614
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RESOQOLVED: that the shareholders of Verizon Communications tnc (the “Company’)
urge the Board of Directors to seek shareholder approval of future severance
agreements with senior executives that provide benefits in an amount exceedrng 2.99
times the sum of the executives’ base salary plus bonus.

[
“Severance agreements” include any agreements or arrangements that| provide for
payments or awards in connection with a senior executive’s severance from the
Company, including employment agreements, retirement agreements settlement
agreements; change in control agreements; and agreements renewmg, modifying or
extending such agreements.

“Benefits” include lump-sum cash payments (rncludrng payments in Ireu‘ of medical and

other benefits); the payment of any "gross-up” tax liability; the estrmated present value

of periodic retirement payments; any stock or option awards that are awarded under
any severance agreement; any prior stock or option awards as to whrch the executive’s
access is accelerated under the severance agreement; fringe benefrts and consulting
fees (including reimbursable expenses) to be paid to the executrve

Verizon believes that the Proposal may be properly omitted fromi its 2007 proxy
materials on the following grounds, each of which is discussed in detail below:

e The Proposal may be excluded under Rule 14a-8(i){(10) bécause Verizon has
substantially implemented the Proposal; and

e The Proposal may be excluded under 14a-8(i)(3) because it is vague, indefinite
and thus, misleading in violation of Rule 14a-9.

Verizon respectfully requests the concurrence of the Staff; of the Division of
Corporation Finance (the “Staff”} of the Securities and Exchange Commission (the
“Commission”) that it will not recommend enforcement action agaanst Verizon if Verizon
omits the Proposal in its entirety from its 2007 proxy materials.

L. Bases for Excluding the Proposal

A. The Proposal May be Excluded Under Rule 14a-8(ii(1 0) Because Verizon
Has Substantially Implemented the Proposal.

Rule 14a-8(i)}(10) permits a company to exclude a shareh'older proposal if the
company has already substantially implemented the proposal. As dlsclosed in its 2006
proxy statement, Verizon has adopted the following policy with respect to new
severance agreements with senior executive officers (the “Verizon Policy”):
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The Board of Directors will seek shareholder ratification of any new severance
agreement between a senior executive officer and the Company ‘that provides for
a total cash value severance payment exceeding 2.99 t|mes the sum of the
executive’'s base salary plus bonus. This limitation apphes to theI cash value of
any post- employment consulting arrangement entered |nto between the senior
executive officer and the Companiy, but does not apply to the cash value of any
benefits that are payable or become payable pursuant to Company policy
applicable to management.

The Verizon Policy substantially implements the request of Proposal The “substantially
implemented” standard reflects the Staff’s interpretation of the predecessor rule
(allowing omission of a proposal that was “moot”) that a proposal need not be “fully
effected” by the company to meet the mootness test so long as |t was “substantlally
implemented.” See SEC Release No. 34-20091 (August 16, 1983) Staff no-action
letters have established that a company need not comply with evlery detall of a proposal
in order to exclude it under Rule 14a-8(i)(10). For example, in AutoNanon Inc.
(February 16, 2005) and Borders Group, Inc. (January 31, 2005)| the Staff found that
the company had substantially implemented a proposal requestlng that |the board seek
shareholder approval for future “golden parachutes” with senior executwes that provide
benefits exceeding 239% of the sum of the executive's base salary plus bonus, even
though the company’s policy regarding shareholder approval of future severance
agreements differed from the proposal in that it defined exactly what was included and
not included in the calculation of the benefit subject to the limit.

The Staff has consistently taken the position that when a company already has
policies and procedures in place relating to the subject matter of|a shareholder proposal
that satisfactorily address the underlying concerns or essential objectlves of the
proposal, the proposal has been substantially implemented Wlthln the slcope of Rule
14a-8(i)(10). Other Staff no-action letters have established that a company need not
comply with every detail of a proposal in order to exclude it under Rule |14a 8(i)(10).
See ConAgra Foods, Inc. (July 3, 2008), Honeywell Inrernanonal Inc. (February 21,
2006}, Raytheon Company (January 25, 2006) where, in each mstance the Staff
permitted exclusion of a proposal requesting a sustainability report because the
company had posted an equivalent report or other information on its web5|te that
addressed the company’s policies, practices and performance |n the areas suggested
by the proposal. See, also, Masco Corporation (March 29, 1999) (permlttlng exclusion
because the company adopted a version of the proposal with sllght modification and a
clarification as to one of its terms} and Nordstrom Inc. (February|8, 1995) (proposal that
company commit to code of conduct for overseas suppliers was Isubstantlally
impiemented by existing company guidelines, even though gwdellnes d|d not commit
company to conduct regular or random inspections to ensure compl:ance) Proposals
have been considered “substantially implemented” where the company has
implemented part but not all of a multi-faceted proposal. See Columbia/HCA
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Healthcare Corp. (February 18, 1998) (permitting exclusion of prcposal Ia_fter company
took steps to partially implement three of four actions requested by the proposal).

Verizon believes that it has substantially implemented the Proposal because the
Verizon Policy satisfactorily addresses both the underlying concern andjthe objective of
the Proposal. The underlying concern of the Proposal is that the cash value of benefits
" received by a senior executive as severance can be substantial. | The objectlve of the
Proposal is to limit such benefits to a maximum of 2.99 times the sum of the executive’s
base salary and bonus, unless otherwise approved by shareholders. The Verizon
Policy satisfactorily addresses both the underlying concern and the ob]ectwe of the
Proposal by limiting the total cash value of payments under any new severance
agreement between Verizon and a senior executive officer to 2. 99 tlmes the sum of the
executive’s base salary plus bonus. For purposes of calculating the payments subject
to the limitation, the Verizon Policy differs in minor respects from!the Proposal as the
Verizon Policy would include the total cash value of any severance payment and the
total cash value of any post-employment consulting arrangement

In the supporting statement the Proponent mlscharacterlzes the Verlzon Policy
in an effort to claim that “the policy that our Company |mplemented is msutﬂcrent " The
Proponent purportedly repeats the description of the Verizon Policy contained in
Verizon's 2006 proxy statement, stating,

“the Board of Directors will seek shareholder ratification of any new severance
agreement between a senior executive officer and the Company thalt provides for a
total cash value severance payment exceeding 2.99 times the sum of the
executive's base salary plus bonus. But this limitation only applies to the cash value
of any post-employment consulting arrangement between the sen|0r| executive and
the Company, and does not apply to the cash value of any beneflts that are payable
or become payable pursuant to Company policy applicable to management
[emphasis added]

The insertion of the words “but” and “only” into the second sentence drastqca[ly changes
the meaning of the sentence altogether and creates the false i mpressuon that the
Verizon Policy only limits post-consulting arrangements. On the contrary the Verizon
Policy, by its terms, limits the “total cash value severance payment " The sentence that
the Proponent mischaracterizes is intended to provide clarlflcatlon of what is included in
the “total cash value severance payment” that is subject to the I:mltatron In other
words, the fees from any post- employment consulting arrangements would be
considered part of the total cash value severance payment (WhICh is Iargely comprised
of a lump sum payment in cash or stock), while certain benefits prowded pursuant to
company policy applicable to all management employees would not. Desp:te the
Proponent’s attempts to exaggerate the differences between thelProposaI and the
Verizon Policy, the Proposal and the Verizon Policy are very similar and the Verizon
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I
Policy clearly addresses the underlying concerns of the Proposal. Moreover, the no-
action precedents establish that to be excluded under Rule 14a- 8a(|)(10) the Proposal
need not be implemented in full or precisely as presented by the Proponent
For the foregoing reasons, Verizon believes that the Venzon Proposal
substantially implements the Proposal within the meaning of Flule 14a- 87(|)(10) and,
accordingly, Verizon may properly exclude the Proposal from its 2007 proxy materials.
l
B. The Proposal May be Excluded Under Rule 14a-8(i)(3) Because It is Vague
and Indefinite and, thus, Misleading in Violation of Rule 14a-9

Notwithstanding the fact that Verizon believes that the Venzon Polrcy
substantially implements the basic objective of the Proposal pursuant to Rule 14a-
8(i)(10), Verizon also believes that the Proposal may be properly, excluded under Rule
14a-8(i)(3) because the wording of the Proposal is so vague and]mdefrnrte that “any
action ultimately taken by the company upon implementation of the proposal could be
significantly different from the actions envisioned by the shareholders voting on the
proposal.” Fuqua Industries, Inc. (March 12, 1991).

Rule 14a-8(i}(3) permits a company to omit a shareholder; proposal and the
related supporting statement from its proxy materials if such "proposal or supporting
statement is contrary to any of the Commission's proxy rules, mcludtng [Rule] 14a-9,
which prohibits materially false or misleading statements in proxy soliciting materials.”
The Staff has stated that a proposal will violate Rule 14a-8(i)(3) when ‘the resolution
contained in the proposal is so inherently vague or indefinite that neither the
stockholders voting on the proposal, nor the company in |mplementlng the proposal (if
adopted), would be able to determine with any reasonable certainty exactly what
actions or measures the proposal requires.” Staff Legal Bulletin No. 14B (September
15, 2004). See General Electric Company (February 5, 2003) where the Staff
concurred with the exclusion of proposal urging the Board “to seek shareholder
approval of all compensation for Senior Executives and Board members not to exceed
25 times the average wage of hourly working employees.” Generaf Er'ectnc noted that
the proposal failed to define critical terms or otherwise provide gurdance on how it
would be implemented. See, also, Eastman Kodak Company (March 3 2003)
(permitting exclusion of proposal that failed to “provide gurdanoe on how it should be
implemented); FirstEnergy Corp. (February 18, 2004) (permrttlng exclusmn of proposal
urging Board to change company’s governing documents relating to shareholder
approval of shareholder proposals, because requested vote reqwrement was vague
and misleading); Global Entertainment Holdings/Equities, Inc. (July 10,{2003)
(permitting omission of a proposal that Board adopt an “action plan whlch “accounts”
for past sale of a business and resulting licensing arrangements' because it was vague
and indefinite); Pfizer Inc. (February 18, 2003) (supporting omlssmn of a proposal
requesting board make all stock options at no less than the “htghest stock price” and
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that the stock options contain a buyback provision, because actro‘n requested was
vague and indefinite); Johnson & Johnson (February 7, 2003) (permlttlng omission of a
shareholder proposal that called for a report on the company’s “progress with the Glass
Ceiling Report”, but did not explain the substance of the report); IHJ Hernz Co. (May
25, 2001) (supporting the omission of a shareholder proposal under Rule 14a-8(i)(3)
where the proposal requested the company to implement the SABOOO Socral
Accountability Standards, but did not clearly set forth what SA8000 requrred of the
company); Kohl's Corp. (March 13, 2001) (same); and Phrlade!phra Electrrc Co. (July
30, 1992) (supporting the omission of a shareholder proposal under preldecessor Rule
14a- 8(c)(3) where a proposal resolved that a committee of small stockholders would
refer a "plan or plans" to the board but did not describe the substance of those plans).

The Staff also has consistently concluded that a proposal may be excluded
where the meaning and application of terms or standards under the proposals “may be
subject to differing interpretations.” See Hershey Foods Corporatron (December 27,
1988) (Staff concurred in the exclusion of proposal to restrict companys advertising as
vague and indefinite because “the standards under the proposal may be subject to
differing interpretations”); and Exxon Corporation (January 29, 1992) (permlttlng
exclusion of a proposal regarding board member criteria because vague terms were
subject to differing mterpretatlons) and Fuqua industries lncorporated supra (terms
used in proposal such as “any major shareholder” would be subject to dlffenng

interpretations”).

As in the foregoing precedents, the Proposal fails to deflne several key terms
and uses concepts that are highly subjective and open to dlfferlng mterpretatlons Asa
result, the Proposal provides only vague guidelines with respect to |mplementat|on of its
central request to limit the value of severance payments. If Verlzon were to implement
the Proposal as written, Verizon would not know how to caIcuIate the full value of the
“benefits” that are subject to the Proposal's limitations. Among the uncertainties and
ambiguities presented by the definition of “benefits” are the foIlovyrng

* The Proposal includes in the calculation of beneflts any pnor stock or
option awards as to which the executive’s access |s accelerated under the
severance agreement,” but does not provide any gwdance on how to
calculate the value of the stock option awards. For example underwater
stock options may have no value on the date of termlnatron but may later
regain their value. How should Verizon calculate the value of such
underwater options under the Proposal?

 The Proposal includes in the calculation of benefltsl. “fringe benefits” but
does not provide any guidance as what this term means Would it include
the cost of any continuation of medical and dental coverage during the
severance period (a benefit provided to alf management employees under
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Verizon’s management severance plan)? Would it mctude the cost of
outplacement services (another benefit provided to'aﬂ management
employees under Verizon’s management severance plan)'? How should
the future value of these services be determined?

» The Proposal includes in the calculation of benefits “the estimated present
value of periodic retirement payments” but does not prowde any guidance
on how to calculate that present value. To make such a determlnatlon at
the time a severance agreement is executed would requwe that a variety
of arbitrary assumptions be made as to, for example how| long and at
what salary level the employee will work and accrue beneflts betore the
employee is terminated.

+ While Verizon does not believe that the reference to “retlrement
payments” in the Proposal is meant to include payments under a Verizon-
sponsored qualified retirement plan, 401(k) savmgs plan or deferred
compensation plan (where the payments are not subject to Verizon’s
discretion because the executive is entitled to such payments under such
plans regardless of the terms of any severance agreement or shareholder
action), the Proposal’s intention is not entirely clear

An additional ambiguity of the Proposal is its internal mconsustency The resolution very
clearly calls for prior shareholder approval of future severance agreements but the
supporting statement, equally as clearly, states that, if the proposal werle implemented,
Verizon could seek shareholder ratification after the material terms of the agreement
had been agreed to: Finally, as discussed above in Section IL.A. i of thrs letter, the
Proponent has falsely and misleadingly characterized the Venzon Pollcy in violation of
Rule 14a-9. Clearly, the ambiguities of the resolution and supportung statement render
the Proposal “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 mea'sures the
proposal requires." Accordingly, Verizon believes the Proposal may be! properly omitted
- under Rule 14a-8(i)(3).

i, Conclusion

Verizon believes that it may properly omit the Proposal from its 2007 proxy
materials because it has already adopted a policy that substantlally |mplements the
underlying concern of the Proposal that shareholders should have an opportunlty to
approve or ratify future severance agreements. Alternatively, Verlzon belleves it may
properly omit the Proposal because the Proposal is so mherently vague and indefinite
‘that neither the stockholders voting on the Proposal nor Verizon ’ln |mplement|ng it (if
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adopted) would be able to determine with any reasonable certalnty exactly what
measures the Proposal requires. Accordingly, Verizon respectfully requests the
concurrence of the Staff that it will not recommend enforcement act|on agalnst Verizon
if Verizon omits the Proposal in its entirety from its 2007 proxy matenals

enclosed copy of this letter in the enclosed self-addressed, stamped en
have any questions with respect to this matter, please telephone/me at

|
Verizon requests that the Staff fax a copy of its determination of this matter to
the undersigned at (908) 696-2068 and to the Proponent at (202) 508- 6992.

Kindly acknowledge receipt of this letter by stamping and returnlng the extra

Enclosures

CC:

AFL-CIO Reserve Fund -
AFL-CIO Office of Investment
815 16™ Street, N. W.
Washington, D.C. 20006

Very truly yours,

Mary Lomse Weber
Assistant General Counsel

velope. If you

(908) 559-5636.
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November 20, 2006

By UPS Next Day Air and Facsimile (908-766-3813)

Assistant Corporate Secretary
Verizon Communications, Inc.
140 West Street, 29th Floor
New York, New York 10007

Dear Sir or Madam:

On behalf of the AFL-CIO Reserve Fund (the “Fund"), I write to givenotice that
pursuant to the 2006 proxy statement of Verizon Communications, Inc. (the “ICompany ", the
Fund intends to present the attached proposal (the “Proposal™) at the 2007 annual meeting of
shareholders (the “Annual Meeting”). The Fund requests that the Compa.ny mclude the Proposal
in the Company’s proxy statement for the Annual Meeting. The Fund is the beneﬁclal owner of
1,700 shares of voting common stock (the “Shares’) of the Company, and has held the Shares for
over one year. In addition, the Fund intends to hold the Shares through the date on which the

Annual Meeting is held.

The Proposal is attached. I represent that the Fund or its agent intends to appear in
person or by proxy at the Annual Meeting to present the Proposal. 1 declarc that the Fund has no
“material interest” other than that believed to be shared by stockholdérs of the Company
generally. Please direct all questions or correspondence regarding the Pmposal to rae at (202)
637-5379.

Sincerely,

%

Daniel F. Pedrotty, Counsel
Office of Investment

Attachment




RESOLVED: that the shareholders of Verizon Communications, Inc. (“th!r, Company”) urge the
Board of Directors to seek sharcholder approval of future severance agreements wuh semior
executives that provide benefits in an amount exceeding 2.99 times the sum of the executives’
base salary plus bonus.

“Severance agreements” include any agreements or arrangements that prowde forlpayments or
awards in connection with a senior executive’s severance from the Company, mclpdmg
employment agresments; retirement agreements; settlement agreements; change in control

agreements; and agreements renewing, modifying or extending such agreements.

“Benefits” include lump-simn cash paymenis (including payments in lieu of medical and other
benefits); the payment of any “gross-up” 1ax hability; the estimated present valuz|of periodic -
retirement payments; any stock or option awards that are awarded under any severance
agreement; any prior stock or option awards as to which the executive’s access 1s’accelerated
under the severance agreement; fringe benefits; and consulting fees (mcludmg reimbursable
expenses) 10 be paid to the executive.

SUPPORTING STATEMENT

In our opinion, severance agreements as described in this resolution, commonly known as

goldan parachutes”, are excessive in light of the high levels of compensation enjoyed by senior
executives at the Company and U.S. corporations in general. The Institutional Shareholda
Services (ISS) survey of 16 shareholder proposals to restrict golden parachutes i in 2006 showed
they averaged 51.2% of the vote and obteined majority support at six compames]

We believe that requiring shareholder approval of such agreements may have the beneficial effect
of insulating the Board of Directors from manipulation in the event a senjor executwe $
employment must be terminated by the Company. Because it is not always pmcncal to obtain
pricr shareholder approval, the Company would have the option if this proposal wcre
implemented of seeking shareholder approval after the material terms of the agreement were
agreed upon.

In 2003, a similar proposal was approved by 59% of voting sharcholdm Howner, we believe
the policy our Company implemented is insufficient. According to the Company 8 2006 Proxy,
the Board of Directors will seck shareholder matification of any new severance agrecmcnt between
a senior exccutive officer and the Company that provides for a total cash value scvcrance
payment exceeding 2.99 times the sum of the executive’s base salary plus bomxs But this
limitation onty applies to the cash value of any post-employment consulting arrangancnt betwern
the senior executive officer and the Company, and does not apply to the cash valuc of any
benefits that are payable or become payable pursuant to Company pohcy apphcablc w0
management.

We belicve the cash value of benefits can be substantial. For example, under Vice Chairman
Lawrence Babbio’s employment agreement, if there were a change of control, he would be
entitled to ot least $16,104,135, which includes just his performance stock units (prov:dod that the
Company attains the applicable performance goals), restricted stock units, and lump sum
payment. This figure is already more than 2.99 times his 2005 base salary and bonus of
$3,000,000.

For these reasons, we urge sharcholders to vote FOR this proposal.
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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, 1mt1ally, 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 fumnished to-it bgl 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 recelpt 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 compalny 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 rlnay have against
the company in court, should the management omit the proposal from the cornpany s proxy
material.
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February 26, 2007

Response of the Office of Chief Counsel .
Division of Corporation Finance K

Re: Verizon Communications Inc.
Incoming letter dated December 27, 2006

The proposal urges the board to seck shareholder approval of future severance
agreements with senior executives that provide benefits in an amount exceeding 2.99

times the sum of the executives’ base salary plus bonus. '

We are unable to concur in your view that Verizon may exclude the proposal
under rule 14a-8(i)(3). Accordingly, we do not believe that Verizon may omit the

proposal from its proxy materials in reliance on rule 14a-8(i)(3).

We are unable to concur in your view that Verizon may exclude the plroposal

under rule 14a-8(i)(10). Accordingly, we do not believe that Verizon may omit the

proposal from its proxy materials in reliance on rule 14a-8(i)(10).

Sincerely,

.;/mé/&/c m.

Special Counsel

gkt

Tamara M. Brightwell

NP




