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Re:  Genzyme Corporation
Incoming letter dated January 22, 2007

| Dear Mr.Wirth: . ' . .

| ~This is in response to your letters dated January 22, 2007, February 23, 2007 and
' February 26, 2007 concerning the shareholder proposal submitted to Genzyme by the
AFL-CIO Reserve Fund. We also have received letters from the proponent dated
February 9, 2007 and February 22, 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 provided to the proponent. '

In connection with this matter, your attention is directed to the enclosure, which j
sets forth a brief discussion of the Division’s informal proccdures regarding shareholder

proposals. _
Sincerely, ‘
PHQCESSED David Lynn ’
'b APRU 6 2007 Chief Counsel :
Enclosures THOMSON

ANC!AL
cc:  Daniel F. Pedrotty
Director, Office of Investment
AFL-CIO Reserve Fund ’ '
815 Sixteenth Street, N.W. : ‘
Washington, DC 20006 ‘
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U.S. Sccurities and Exchange Commission T =
Division of Corporation Finance =2 w
Office of the Chief Counsel BE W
100 F Strect NE ' AR A

Washington, D.C. 20549
Re:  Genzyme Corporation — Exclusion of Sharcholder Proposal
Ladies and Gentlemen:

Pursuant to Rule '143—3'(;@) promulgated under the Sccuritics Exchange Act of 1934, as
amended (the "1934  Act™), Genzyme Corporation; -a Massachusetts corporation. (the

'“Compan ™, respectfully requdsts the stafT of the Division-of C.m‘pomnon Finance (the “Staff™)

to concur that no-enforcement action will be recommended if the Company omits the sharcholder

submission described below from the; Compiny’s proxy statement and form of - proxy for the

Company's 2007 Annial Meéting. of Sharcholders (the “Proxy. Materials”). The Company's
regularly scheduled-annual mecting in 2007 is expected to be on May 24, 2007, .

Under a leter dated December 6, 2006, the AFL-CIO: Reserve Fund (the “Fund™), the
purported holder of shares. of the Company’s common stock ‘with a value in éxcess of $2,000,

‘submitted for inclusion in the Company’s 2007 Pto‘(y Materials -a proposal (the °© ‘Fund

Proposal”) and a suppmlmg, statement (collectively, the “Submlssmn") The-etter from the Fund
was received on-or about December 7, 2006, A copy of the: Submission is attached to this letter
as Exhibit A,

Purquum to Rule 14a-8(), the Company is filing: willi the Commission six. (6) paper

copies of this letter,, log,uhcr with six (6) paper copies .of the exhibits. The Company is
‘simultancously pmwdm_r, copies of this lettier and its éxhibits o tlie Furid. - '

The Company believes that the Fund Proposal may be excluded from its 2007 Proxy
Maicrials pursuant to Rule 14a-8(i}(9) of Regulation 14A because the Fund Proposal directly
conflicts with the Company’s own proposal the Compuny intends to-submit to its shareholders
for approval at.its 2007 Annual Mecting,..
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Rule 14a-8(i)(9): The Fiind Proposal Conflicts with a Company Proposal.

Rule 14a-8(i}(9) permits a company lo cxclude a sharcholder proposal if the proposal
directly conflicis with a company proposal to-be submitted to the sharcholders at the same annual
meeting,

The Fund Proposal urges the Company’s Board of Directors 10 seck sharcholder approval
of certain future severance agreements entered into with the Company’s senior executives. The
Company intends to submit its own proposal to sharcholders at its 2007 Annual Meeling seeking
sharcholder approval of the Company's Executive Severance Policy (the “Company Proposai™).
A copy af the Company Proposal is attached to this letter as Exhibit B. On December 4, 2007,

several days prior to receiving the AFL-CIO proposal and without prior knowledge that the

proposal was being submitted, the Nominating and Corporate Governance Committee considered
the Executive Severance Policy and determined it would recommend the policy to the full Board
of Dircctors for adoption at its next mecting, scheduled for February 26, 2007, The Executive
Severance Policy was -developed by thic Company after a majority of the votes cast at the
Company’s 2006 Annual Meeting supported a sharcholder proposal urging the Board of
Dircctors 10 scck sharcholder approval of certain severance agreements with the Company's
senior exceawtive officers.

The Company Proposal directly conflicts with the Fund Proposal because it specifically
excludes centain agreements with Company senior execulives from being deemed "severance
agreéiments.” The Conipany Proposal ‘also specifically excludes certain forms of compensation
from being considered “bencfits™ provided under such "severance-agreements.” Such agreements
and forms of compensation excluded from the Company Proposal definitions are included in the
definitions of "severance agréements” and "benefus” in the Fund U'roposat.

The Company Proposal docs not include within the. definition of the term “severance
agreement” plans and agreements that are applicable not only to senior execulive officers but
also to other groups of employées, including retirement plans, defeired compensation plans and
reicntion plans. The Company Proposal also specifically excludes (i) agrecments and plans
assumed or acquiréd by the Company and (ii) modifications, renewals and extensions of existing
agreements and plans, unless such modification, rencwal or extension provides for a change in
the definition of "benefits" that would result in a material increase in the amount of "benefits.”
The Fund Proposal does not provide for these exclusions.

Similarly, the “benefits” definition under the Company Proposal specilically excludes
(i) the value of any accelerated -vesting of long-term incentive and equity awards; (i1) payments
or benefits camed .or accrued prior (0 executive’s tenmination; (i) payments intended 10 “make-
whole™ any forfeiture of benefits from a prior employer; (iv) payments for consultancy or ather
services after termination; (v} payments in consideration of post-termination covenams; (vi)
payments in consideration of an asset. held by a senior exccutive; and (vii) any payment that the
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Board of Directors determines in good faith to be a reasonable scitlement of any claim made
against the Company. In contrast, the Fund Proposal includes all payments made by the
Company 10 in coninection with an executive’s separ.ltlon of employmeént within its definition of
w4

benefits.”

In similar contexts, the Staff has concurred that a corporation could exclude a shareholder
proposal ‘where a company proposal being included in the same proxy dm.ct]y conflicts with the
sharcholder’s proposal. In Halliburion Co. (available March 10, 2006), for example, the Staff
agreed that the registrant could exclude a sharcholder proposal sceeking to require sharcholder
approvalof certain severance agreements where Halliburton Company intended to submit to its
sharcholders ils newly implemented executive severance policy containing terms and conditions
i conflict with those in the sharcholder proposal. Similarly, in Crown Holdings, Inc. {available
February 4, 2004), the Staft agreed that the registrant could rely on Rule 14a-8(i)(9) to exclude a
proposal where there was "some basis" for concluding that a sharcholder proposal and a
company-sponsored proposal presented alternative and conflicting decistons for sharcholders and
o submission of both proposals 10 the sharcholders for vote could provide inconsistent and
ambiguous results. See afso Gyrodyne Company of America, fnc. (available October 31, 2005);
Croghan Bancshares, Inc. (avalable’March 13, 2002).

From a practical standpoint, becausc the Fund Proposal and the Company Proposal have:
conthotmg, approaches to the same topic, if sharcholders were to vote in favor of both proposals,
which is not an unlikely outcome, the Company would be unable to interpret the message and
would not know which approach to implement. Furthermore, failure to address a shareholder
proposal that gamers the support of a majority of the voles cast at the 2007 Annual Meeting
could result in Institutional Sharcholder Services and other proxy voting service. providers
issuing:a recommendation 10 sharcholders t¢ “withhold” their votes from the slate of directors up
for clection at the Company’s 2008 Annual Mecting, This issuc.is made all the more acute given
that the Company has moved to an annual clection of directors regime in response to sharcholder
request, and has received two sharcholder proposals su.kmg, the institution of a majority voting
standard for director elections.

Based on the foregoing, the Company respectfully rcqucsis-that the Staff of the Division

of Corporation Finance concur that no enforcement action will be recommended if the Company.

omits the Proposal from its 2007 proxy maiterials for the reasons described above,
! I Yy

Should you have any questions or require further information, please contact me at (617)
788-6882 or Paul Kinsella at Ropes & Gray LLP at (6[7) 951-7000. The Company’s fax
number is (617) 768-9594. Ropes & Gray’s fax number is {(617) 951-7050. The Company
agrees o promptly forward to the Proponent any Staff response ta this no-action request.that the
Staff wransmits to the Company by facsimile.




Securities and Exchange Commission
January 22, 2007 :
Pagc 4

Please acknowledge receipt of this submission by stamping the enclosed receipt copy of
this letter and retuming it-to the messenger, who has been instructed to wait.

Sincerel Y,

/-

Peter Wirth
Executive Vice President,
Chicf Legal Officer and Corporate Sccretary

Enclosures
ce Danicl F. Pedrotty, AFL-CIO Reserve Fund

Jodic Vasily-Cioffi, Genzyme torpormion
Paul Kinsella, Ropes & Gray LLP
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By UPS Next Day Air

Mr. Peter Wirth, Seeretary.
Genzyme Corporation

500 Kendall Strect

Cambridge, Massachusetts 02 142

Dear Mr. Wirth:

On behalf of the AFL-CIO Rcs:,rvc Eund (the: “Hmd”) | write;to . give notice that

EXECUTIVE COUNCH.
B18 Sixtggath’ Sln:saz. N, ~JOHN L SWEENEY RICHARD L. TRUMKA ' - LINDA CHAVEZ-THOMPSOHN
Washingfon, D.C. 20006 PRESIDENT SECRETARY-TREASURER "EXECUTIVE VICE PRESIDENT
{202) 837-5000 - . L
A\ swwalltoang ‘Gerald W, MeEnted Gans Upshaw Michaet Sacco Frank Hun
i T . Pairica Friand © Michae! Gootiwin: ‘Wil Luey Lecr Lynen
-Roberi A, Scordellglti - Jbhn M, Bowors- H.Thamas Bulianbargor Elfzabeth Buin
Michgal ), Sulivan .Capr, Difip Woerth  Hardld Schalibergor Edtwin D. Hit
Josenh ). Hunt Cheryl Johasan, RN, « Cludflvers . Cecl Roberty
*Edward O Eullvan Viliam Bifug - . Led W, Gnand. Molissa Gilben
- Edward J, MeEkoy dr,  Ron: Galisiingsr Jarnes Willams John & Flynn
-Bantar 14, Atkindan Jehn Gogs Wiliim H. Yéung Nat LaCour
Vincont Giblin: “Wittain Hig | Michaet T, O'Brien Androa E. Brogks
Lairy Cahin Warren Gaorgu Gregery J, Jisnemann  Laura Rico
Thernas C. Shen Rebhio Sparky Mancy Wohliorih Paul €, Thonpsan
December 6, 2006

pursuant to the 2()()6 prmcy stnlement of Genzyme Corporallon (the “Company”), the Fund
sharcholders. (the Anmml Meetmg ) The I' und r'éq{{:.su. that, lhc Compdny incluide lht, Proposal
in the Company's'proxy statement for the, Anpual Meeting: T he Fund i is'the heneficial owner of
200 shares of voting common stock’ (the- “Sharts“) of the: Conipany, and. lias: he!d the Shares for
over one vear. In addition, the Fund. mtends to’hold-the Shares. thmugh thie date on which the

Annual Meeung1s held,

The Proposal is ditdbhbd I rcprcswt that the Fund of its; agcnt inicids to np;n.ar in
pcrsun or by p:oxv at the Annual Meetmg to present the Proposal 1 declaré that the Fund has no
“material interest” other than What believed 10 be shared by qiockhg!clem of the: Company
generallv. Pleasé direct all: que*:ttons or correspond(.ncc rbg,.xrdm‘g‘ the: Prupowl to rue o (702)

637-5379.

Sincerely,

‘Officeof, !n\’CSHllE]"II

DFP/ime
opeiu #2, afl-cio

Attachiment

[P i VP S, - S S e A ks e e T




RESOLVED: that the shargholders of the Genzyme Corporation (“the Company™) urge
the Board: of Directorsito seck sharcholder approval of futiire severance agreements with
senior executives that-provide benefits in an amount exceeding:2:99 times the sum of the
exécitives’ basé 's:il‘;iry;plusib'onus.

"“Severance:agreemerits” include any agreements or arrangements that provide for

payments or awardsin connection with a senior executive's severance from the
Company, in¢luding éfployinent agréements; rétirement agreeniénts; settlement
agreements; change in control agreements; and agreements renewing, modifying or
extending such-agreemcnts:

“Benefits” mulude lump -sunrcash payments (including payments in lien. of medical and
other benefits);the payment | of any “*gross-up™ tax liability; the-estimated present value of
petiodie retirement payments; any stock or option awards thal are.awarded under any
severance agreemend;. any. prior: slock or oplion awards as to which the executive's access

is accelerated under the severance: agreement, fringe benefits; and consulting fecs
(including reimbursable:éxpenscs to'be paid to the execittive.

SUPPORTING STATEMENT

In our opmlen Scverance agréeements as desenbed in llus resolution, mmmonly kiiown as

“golden parachutes”, -are-excessive inlight of the high fevels of compensation enjoyed by

seriior exéciitives at the Company and U.S. corporations'in gcm,ml The Institutional
Shareholder Services (ISS) survey-of 16 shareholder proposals Lo restrict.golden
parachutés in 2006 showed they averaged 51.2% of the vote:and obitained majority
support at six conpanies:

Weare concemcd that galden parachiites can encourage!senior execulives 1o support a
takeover that may not be in, {the-best interest of long-term sharghioldérs because executives
will be generously.reéwarded ifa iakeover oceurs: Morcover, we believe thut.golden
parachuic. paymenis:may reward underperformance 1eading up 10.a change in control and
their cost may’ reduce the value uliimately received by sh.mholdels

We feel thit requiring sharetiolder approval of golden parachute agreements may have

‘the beneficial effect of mqulﬂtmg tlic'Board of Directors'from manipulation in the event a

semor executive’s m!ploymf.,nl must bé terminated by the Coimpany. Becausé it is not
always practical'to-obtain prnor sharcholder approval, the Company. would have the
option il this proposal werd ifiplemented of seeking sharcholder approval-after the
material terms of the agreement were agreed upon,

e
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- COMPANY PROPOSAL

approvea pohcy of 1hc Board of D]I‘EClOIS to'submit to avole'of the Corporauon s sharcholders
any Futre SéverancesAgeement with a-Senior Executive th'u provides for Benefits in an amount
exceeding the Sevéraiice Berniefits Limitation' (the “Pohcy“)

For purposes.of this Policy the: Fdllb}vi'_r'ig temls shall have the following meanings:

. “Benefits” means: (1) severance amounts payable in cash to a Senior Executive in-the
event of termination of the Senior- Executwe s employment, including the
contemporaneous payment of any “‘gross-up” tax liability with respect to-any excise laxes
under section 4999-of the Intemal Revenue Code:that may be imposed upon such
severance paymerts, and (ii)the present value of special benefits or perquisites provided
to a Senior Executive in the event.of termination of the Senior Executive’s employment.

The term “Benefits” does:not include (i) payments of salary, bonus; vacation pay,
benefits or other amounts, inchiding deférred compensation, that hiave been eared or
accrued-prior to the:date of thé Senior Executive’s- termination of employment or that are
otherwise attributable to-the period preceding the date of thd' Senior Executive’s
terminatiori of employmt.nt (i) payments made under any Fufure:Severance Agreement
intended to“make-whole” any forfeilure of benefits from a prior émployer, (iii) payments
for consultancy or other services provided after términation of employment, (iv)
p'uyments made in conSIder'ltlon of post-termination covenants, mc}udmg covenants not
to compete of 10 solicit the employment of Corporation employees, (v) payments made in
consideration of an-asset-held by the Senior Exécutive, or (vi):any, payiment that the Board
of Directors:determines in good fallh to be 4 reasonable séttlement of any claim made
against Geluymc

The terni'* specmt benéfils and perqulsnes does notinclude. (i) mly benefits or
perqunsates prowded under any; pl.m program, arrangement or pracucc of Genzyme that
is applicable to one.or more groups of employees in addition 16 Senior Executives, or (ii)
the value of any accelerated vesting of,.or-lapse of restriction on, any-outstanding long-
term incentive or. equlty -based award (or-a:pro-rata portion !hereaf) such'as restricted
shares/units, stock ophons and ‘performance shares/uiits.

. “Future Severance, Agreemerit ineans an employment; severance, termination,
retirement, §ettlement or change’in‘control agreefiient betweeh the Corporation-or any
subSIdnry (collcchvely referred to as “Genzyme") and’a Senior Executive providing for
payments in coinection with a Senjor Executive’s termination of employment that is
entered.into dfter'the. adopnon date of this Policy. Theterm “Future Severance
Agreement™ does not'include:(i):any-cmployment, severance, termination, retirement,
settlément, retention or chahge'in'control agreement that is assunied or acquired by
Gcnzymc or (it) any employment severance, termination, retirement, settlement or
change in control agreement in effect as of the adoption date of this Policy, including afl
niodificalions; rt,newais and: extensions, unless such modlﬁcatmn, tTenewal or éxtension

10330667 Y
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provides:for a change in the definition of Benefits, that would result in a material increase
ifi the aniount of Bengfi ls.

The term* qure Severanw>Agreemcnt" does not inclidé the: fo]lowmg types of plans
‘(or-agreements;entered’into:n:connection with*such: plans) provzded that the plan is
apphcabie to one.or:more. g,roups of employCes in addmon to Senior Executives:
&: -Retiréiiéntp ﬁns ‘
‘Def‘um.d compenswtion plans (as defined under Code sccuon 409A),
.{;arl Vi rctlrcmcm pldns,
Workforce rcstrncmzmg plans, and
Relcntlon plans..

0000

. “Senior Exécitive” means a person who is or becomes at the: I:mc of'executionof the
Futire Severance Agraemem an executive officer of the. Corpm ation who-is required 1o
file rEports pursuant’'to Section 16: of the Securities: Exchange Act of 19345with réspect 1o
securmes of the’ Corporatmn '

. “Severance Bean its Limitation™ means 2.99 Nmes Lhc sum’of the- Semor Executive’s
base:salary plusbonus. Base. salary. and bonus shall be cumputed n accordancc with the
undérlying Futire Severaice Agreement . ,

The Board: delegales.to the Qompensanon Commitiee: full authomy 10 make-detérminations
regarding the mtcrprctahon of: th_ \provisions of this. ?Dhcy, in its’ soic dlscrct;on including,
without: limitation, the determination of the value of any.non- cash-items: asiwell as the present

‘value of any cash or non: CdSh beneﬁts payable over pcnod oi’ limc B

In the event the’ Board detenumes that lhe mrcumst'mee warmrg]:‘ hc' oiporation’s execution ofa
Future Severance Ag,rccmcni provldmg for Benefits'in: excess of the'Severince Benefit
Limitation prior.to subnmémg such agreement ta a vote of the; sharcholdcrs the Corporation shall
seek s}mlcholder ratification of such’ agracment wilhin’18 monihs of s execuhon

10330667_1 S . :
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Amerlcan Federatlon of Labor and Congress of Industnal Orgamzatlons

-~ . . EXECUTIVE couucu.
| ‘ B15 Sixteenth Street, N.W.. JOHN J. SWEENEY ' RICHARD L. TRUMKA LINDA CHAVEZ-THOMPSON
i' Washington, D.C. 20006 PRESIDENT - SECRETARY-TREASURER . EXECUTIVE VICE PRESIDENT
- (202} 637-5000 : . ot
wwwaflgio.org - Gerald W. McEntea Gene Upshaw - Michael Sacco Frank Hurt
- - Patricia Friend Michael Goodwin William Lucy . Leon Lynch
' Robert A. Scardelletti John M. Bowers R. Thomas Buffenbarger Elizabeth Bunn
.Michael J. Sullivan Capt. Duane Woerth . Harold Schaitberger Edwin D. Hill
Joseph . Hunt Cheryl Johnson, R.N.  Clyde Rivers Cecil Roberts
Edward C. Sullivan " William Burrus Leo W. Gerard Melissa Gilbert
Edward J. McElroy Jr. ~ Ron Gettettinger James Williams John J. Fynn
Baxter M. Atkinson John Gage . ~ Wilkiam H. Young -+ Nat LaCour
Vingent Giblin . William Hite - Michael T. O'Brien "~ Andrea E. Brooks
Larry Cohen : warren Gecrge Gregory J. Junemann  Laura Rico

Thomas C. Short Robbie Sparks Nancy Wohlforth Paul C. Thompson

February 9, 2007-

'Mr. Peter Wirth, Executive Vice President,

Chief Legal Officer and Corporate Secretary

Genzyine Corporation
500 Kendall Street
Cambndge, Massachusetts 02142

Re: Genzyme Corporation — Exclusion of Shareholder Proposal

' Dear Mr. Wirth:

We are writing to expfess concern regarding Genzyme Corporation” $ (“Company”) no- -

| action request to the staff of the Division of Corporation Finance (“Staff’) of the U.S. Securities
- and Exchange Commission (“SEC™). Specifically, we are concerned that the Company may be
- relying on Rule 14a-8(i)(9) as a device to frustrate shareholder rights. We, therefore, request

evidence that the Company decided to submit its own Executive Severance'Policy (“Pci]icyf’) asa
management proposal for the Company’s 2007 Proxy Statement before receiving the proposal
(“Proposal”) of the AFL-CIO Reserve Fund (“Proponent”). This would reassure us that the -

. management proposal was submitted in a good faith effort to strengthen.corporate governance. If
- the ewdence provnded is sufficient, I wﬂ] withdraw the Proposal -

A summary of the relevant dates may prove h_elpful., On Decernber 6, 2006, the
Proponent submitted the Proposal. The Proposal ad[dresses excessive executive severance
agreements and is essentially the same as a Genzyme proposal last year that was approved by

shareholders. On December 18, 2006, the Company contacted the Proponent and sent a copy of .-

its “Executive Severance Policy.” The Company’s Policy stated that it would be adopted by the
Board of Directors at an undecided future date. There was no reason to thmk that the Policy
would become a management proposal,-since the Company’s Bylaws and Articles of
Incorporation do not require shareholder approval for adoption of general policies.

On]J anuary 12, 2007, the Company refused to incorporate important elements of the -
Proposal into the Policy and announced its intention to submit a management proposal and to -
seek no-action relief. Finally, on January 23, 2007, the Proponent received the Company’s no-
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action féquest; _Please note that in Exhibit B of Company’s no-action request, the Company’s. - .-

" Policy is included. But, instead of being titled “Executi’vé’ Severance Policy”, as before, the

Exhibit is now titled “Company Proposal.” These actions create the appearance that the
Company decided to use Rule 14a-8(i)(9) to omit the Proposal from its 2007 Proxy Statement
after it was clear that the Proponent would not withdraw due to differences between the Policy -

and the Proposal.

: In our opinion, the Company’s Policy 1s spbstantialiy dlffercnt from the Prépos'al and
_contains many. loopholés. In the Company’s Policy, for example, the benefits subject to the 2.99
limitation do not include payments for consultancy or other services provided after termination of

" employment. It also does not include the value of any accelerated vesting of Qutstandihg long-

term or equity-based awards such as restricted shares or stock options. Most importantly, the
Company’s definition of “Future Severance Agreement” excludes any modifications, renewals, -
or extensions of current agreements. This provision allows the Company to perpetually extend
current severance agreements to circumvent its own Policy. ' '

" The items excluded frbm'tﬁe Pdlicy’é definition of benefits can be extremely li_Jcratiyé;
. For example, according to the Company’s 2006 Proxy Statement, CEO Hénri-.Tenneer’s 2005
. salary and bonus totaled $3,124,500. He was also granted $16,833,308 in stock options. If Mr.

. Termeer’s employment was terminated, his $16 million in options, alréady more than three times

his salary and bonus, would likely vest and would not be subject to the 2.99 limitation.
Moreover, Mr. Termeer still has $76,755,253 in exercisable options and another $19,365,760 in

unexercisable options. Under the Company’s Policy, none of these amounts would be part of the -

calculation that would determine whether Mr. Termeer’s severance payment exceeds 2.99 times
his salary and bonus: -In contrast, these considerable amounts would be included as part of the
calculation under the terms of the Proposal, pointing to one of the many substantial differences

between Company’s Policy and the Prpppsal. '

: 'T-'here-ha've been previous cases of shareholder concern regarding th"é_ use of Rule 14a-
8(1)(9). As mentioned in the Company’s no-action request, there was a'similar case at’

Halliburton (Halliburton Company, 3/10/2006). In the proponent’s re

shareholder-proposed bylaws would have a pernicious effect on corporate governance. - -

Shareholder resolutions are filed months in advance of an annual meeting; if a company wants to
eliminate a troublesome bylaw proposal that is otherwise valid under state law and Rule 14a-8,

the company would merely have to draft its own precatory proposal on the same subject, no -

matter how weak, and claim that there is a *conflict.” The result would be to abridge a valuable -
right that shareholders enjoy under state law.” In the end, Staff allowed Halliburton to exclude

the proposal.

| . sponse to Halliburton’s no- -,
" action request, the proponent’s counsel argued that, “construing the (i)(9) exclusion to knock out
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leen the c1rcumstances, we are concemed that the Company’s demswn to submlt its

Policy as a management proposal was not a good faith effort to ‘improve corporate governance, '

and that Rule 14a-8(i)(9) was used in an attempt to block shareholder concerns regarding

excessive severance agreements. We welcome any evidence from the Company that proves.it

decided to submit its Policy before recewmg the Proponent’s Proposal We look forward to.

R heanng from you.

- Sincerely,

. Office of Investment

DFP/me
opeiu #2, afl-cio .

‘ ,_cc': Office of Chief Counsel, Division of Coypofatioﬁfinénc«;, SEC

2




i o . N - A . A . "

S
- : ... D "‘l

' American Federation of Labor and Congress of Indilatrial Organizations

- e Y ; . ;| " . ‘ vt .
L ‘ R - « .7 EXECUTIVE COUNCIL
- :815 Sixtesnth Streat, NJW. © JOHN J. SWEENEY RICHARD L. TRUMKA " LINDA CHAVEZ-THOMPSON _
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Re: Genzyme Corporation — Exclusion of Shareholder Proposal .
-Dear Sir/Madam:

This letter is submitted in response to the request of Genzyme Corporation (“Genzyme”
or “Company”), by letter dated January 22, 2007, that the staff of the Division of Corporation
Finance (“Staft”’} of the Securities and Exchange Commission (“SEC”) concur that it will not
recommend enforcement action if Genzyme omits the shareholder proposal (“Proposal”) of the
AFL- CIO Reserve Fund (“Proponent”) from its 2007 proxy materials.

_ Genzyme argues that the Proposal conflicts with a management proposal (“Management
Proposal™) under Rule 14a-8(1}(9); however, the Proposal should not be excluded because:

A. Both the Management Proposal and the Proponent’s Proposal can co-exist;
sharcholder approval of both proposals will not result in a conflict.

B. The Proponent believes that the Management Proposal was. submitted in response to
the Proponent’s Proposal.” The Management Proposal was not a good falth effort to
improve corporate governance, and Rule 14a-8(i)(9) was used in an attempt to block
shareholder concerns regardmg excesswe severance agreements.

.' -u s

C. Cypress Semtconductor Corporanon (3/ 1 1/98). estabhshes that 1f a company prepared

its proposal in. response to a shareholder proposal the shareholder proposal may not
be excluded* L . .
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I. The Proposal

On December 6, 2006, the Proponent submitted its Proposal to the Company. The
Proposal states: '

RESOLVED: that the shareholders of the Genzyme Corporation (*“the Company”) urge
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
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 renewing, modifying 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
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 accelerated under the severance agreement; fringe benefits; and consulting fees
(including reimbursable expenses) to be paid to the executive.

I1. Company Cannot Exclude Proposal Under Rule 14a-8(i)(9)
A. The Management Proposal does not conflict with Proponent’s Proposal

The Company states that the Proposal can be excluded under Rule 14a-8(i)(9) because it
conflicts with the Executive Severance Policy (“Policy”) that the Management Proposal asks
shareholders to approve. Contrary to the Company’s argument, the Proponent’s Proposal does
not conflict with the Management Proposal but in fact supplements it. Shareholders can approve
of management’s proposal concerning severance agreements, and at the same time approve of a
shareholder’s proposal that is broader in what it includes in its definition of “Benefits.” By doing
so, the broader Proposal would provide for shareholders an additional level of security against
excessive severance agreements. Because the Proposal supplements the Management Proposal,
instead of contradicting it, it cannot be excluded under 14a-8(1)(9).

The Management Proposal asks “the stockholders of Genzyme Corporation (the
‘Corporation’) hereby approve a policy (emphasis added) of the Board of Directors to submit to a
vote of the Corporation’s shareholders any Future Severance Agreement with a Senior Executive
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that provides for Benefits in an amount exceeding the Severance Benefits Limitation (the
‘Policy’).” In contrast, the Proposal asks that “the shareholders of the Genzyme Corporation
(‘the Company’) urge the Board of Directors to seek shareholder approval (emphasis added) 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.”

The difference lies in the fact that the Company is asking that shareholders approve a
policy, whereas the Proponent’s Proposal asks for an action from the board in certain
circumstances. This distinction is crucial. A policy would mean that the Management Proposal
would become a part of the routine rules and procedures that the board follows in constituting its
daily business. In terms of the board’s obligations in executive compensation, the approval of
the Management Proposal would add one more policy amongst the others that the board
considers in its process of creating an executive’s employment agreement.

The Proponent’s Proposal asks the Board to act given a set of conditions, instead of
requesting the Board to implement a policy. It does not clanfy when shareholder approval must
be sought. In fact, in the Supporting Statement, the Proposal states, “because it is not always
practical to obtain prior shareholder approval, the Company would have the option if this
proposal were implemented of seeking shareholder approval after the material terms of the
agreement were agreed upon.”

Thus, for example, in considering the employment agreement of a new executive, which
would include his or her compensation and severance agreement, the board would follow its
‘many different policies and procedures, such as, among other things, taking into account an
executive’s prior compensation, considering the compensation of peer companies, and, if the
shareholders approve of it, whether the executive’s severance agreement requires shareholder
approval, according to the Company’s definition of “Future Severance Agreement” and
“Benefits.” ]

However, assuming that shareholders also approve of the Proponent’s Proposal, once the

" executive’s severance agreement is drawn up and the material terms are agreed upon, then the

terms of the Proponent’s Proposal come into play. Considering the definitions of “Benefits” and
“Severance Agreements,” the Board of Directors should then seek shareholder approval of the
new severance agreement that provides benefits in an amount exceeding 2.99 times the sum of
the executives’ base salary plus bonus. In this way, the Policy does not contradict the Proposal;
rather, the Proponent’s Proposal would provide further security from excessive severance
arrangements by covering additional details that the Policy omits.

As noted in the Company’s no-action request, the Proponent’s Proposal’s definition of
Severance Agreements includes more kinds of agreements, and its definition of Benefits includes

i
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more compensation elements than the Management Proposal. In the Management Proposal’s
Policy, for example, the benefits subject to the 2.99 limitation do not include payments for
consultancy or other services provided after termination of employment. It also does not include
the value of any accelerated vesting of outstanding long-term or equity-based awards such as
restricted shares or stock options. Most importantly, the Company’s definition of “Future

- Severance Agreement” excludes any modifications, renewals, or extension of current agreements.

This provision allows the Company to perpetually extend current severance agreements to
circumvent its own Policy. '

The items excluded from the Policy’s definition of Benefits can be extremely lucrative.
For example, according to the Company’s 2006 proxy statement, CEO Henri Termeer’s 2005
salary and bonus totaled $3,124,500. He was also granted $16,833,308 in stock options. If Mr.
Termeer’s employment was terminated, his $16 million in options, already more than three times
his salary and bonus, would likely vest and would not be subject to the 2.99 limitation.
More_over, Mr, Termeer still has $76,755,253 in exercisable options and another $19,365,760 in
unexercisable options. Under the Company’s Policy, none of these amounts would be part of the
calculation that would determine whether Mr. Termeer’s severance payment exceeds 2.99 times
his salary and bonus. In contrast, these considerable amounts would be included as part of the
calculation under the terms of the Proponent’s Proposal, pointing to one of the many substantial
differences between the Management Proposal’s Policy and the Proponent’s Proposal.

The substantial differences between the Management Proposal’s Policy and the
Proponent’s Proposal means that the Proponent’s Proposal can act as a second filter to catch
those elements and details that the Policy misses, further protecting shareholders against
excessive severance agreements. In this way, the Proposal would supplement Management
Proposal’s Policy. Because it is a supplement, it would not conflict with the Management
Proposal and would not be in violation of Rule 14a-8(i)(9).

B. The Management Proposal was submitted in order to blocfc Proponent’s Proposal

The Proponent believes that the Management Proposal was submitted in order to block
Proponent’s Proposal, instead of being a bona fide effort to seek stockholdeér ratification of the

Company’s Policy. -

A review of the relevant dates may be helpful. As mentioned above, on December 6,
2006, the Proponent submitted its Proposal, which is essentially the same as a Genzyme proposal
last year that was approved by shareholders. On December 18, 2006, the Company contacted the
Proponent and sent a copy of its “Executive Severance Policy.” The Company’s Policy stated
that the Board of Directors would adopt it at an undecided future date. There was no reason to
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think that the Policy would become a management proposal, since the Company’s Bylaws and
Articles of Incorporation do not require shareholder approval for adoption of general policies.

. On January 12, 2007, the Company refused to incorporate important elements of the
Proposal into the Policy and announced its intention to submit a management proposal and to
'seek no-action relief. Finally, on January 23, 2007, the Proponent received the Company’s no-
action request. Please note that in Exhibit B of the Company’s no-action request, the Company’s
Policy is in¢luded. But, instead of being titled “Executive Severance Policy” as before, the
Exhibit is now titled “Company Proposal.” These actions create the appearance that the
Company decided to use Rule 14a-8(i)(9) to omit the Proposal from its 2007 proxy statement
after it was clear that the Proponent would not withdraw due to substantial differences between

the Pohcy and the Proposal.

On' February'9, 2007, the Proponent sent a letter (attached) citing concern that the .
Company’s decision to submit its Policy as a management proposal was not a good faith effort to
improve corporate governance, and that Rule 14a-8(i)(9) was used in an attempt to block
shareholder concerns regarding excessive severance agreements. The Proponent offeredto
‘withdraw on receiving evidence that the Company decided to submit its Policy as a management
proposal before receiving the Proposal; however, the Proponent has not heard back from the

Company.

The fact that the Proponent has not heard back from the Company, and the fact that it did
not provide evidence to prove that it submitted its Policy as a Management Proposal before
receiving Proponent’s Proposal, even though Proponent offered to withdraw if provided, strongly
suggests that it does not have the evidence. Thus, the Company’s silence towards the
Proponent’s request provides further cause for the concern that the Company prepared its
proposal in response to the Proponent’s Proposal, arjiﬁcially' creating the 14a-8(i)(9) conflict.
Using Rule 14a-8(i)(9) to block a shareholder proposal would constitute an abuse of Rule 14a-
8(1)(9), and the Proponent requests that the Staff deny the Company s no-action request if Staff

concludes that thlS has occurred

C. Cypress Semiconductor Corporation (3/11/98) (“Cypress”) establishes that if a
company prepared its proposal in response to a shareholder proposal, the shareholder

proposal may not be éxcluded.

In Cypress Semiconductor Corporation (3/ 11/98), Staff recognized that if a company’s
proposal on the same subject matter as a shareholder’s proposal was submitted in response to that
shareholder’s proposal, the company may not exclude the shareholder proposal under Rule 14a-

8(1)(9) (then 14a-8(c)(9)). This decision was issued despite the fact that the proponent’s response -
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to the company’s initial no-action request did not contain arguments or provide evidence that the
company submitted its proposal to block the proponent’s proposal: :

The Division is unable to concur in your view that the proposal may bé excluded under
rule 14a-8{(c)(9). Among other factors that the staff considered in reaching this result, the .
staff notes that it appears that the Company prepared its proposal on the same subject
matter significant part in response to the Mercy Heath Services proposal. Accordingly, -

the Division does not believe that it may be omitted from the Company’s proxy ‘materials -

in reliance on that rule

After Staff issued this decision, Cypfess Semiconductor Corporation requested
reconsideration on Staff’s decision, but the Staff determined not to review its decision. Both the
management proposal and the shareholder proposal were subsequently placed on the company’s

proxy and both wete voted on.

The following year, the same proposal was submitted at Cypress Semiconductor
Corporation (Cypress Semiconductor Corporation, 3/11/99), though this time the company filed
the same management proposal before the proponent filed its proposal. The company again
requested no-action relief under Rule 14a-8(i)(9), but Staff did not concur that Cypress could
exclude the proposal under 14a-8(1)(9). The decision by Staff to refuse no-action relief to
Cypress, even though it submitted its proposal before receiving the proponent’s proposal,
suggests that if a company abuses the rules for exclusion, such as when Rule 14a-8(1)(9) is used
to block a shareholder proposal, the Staff will not allow the company to exclude the shareholder

proposal being challenged.

The Cypress decisions are directly applicable to the current situation. Genzyme
submitted its Management Proposal, on the same subject matter as Proponent’s Proposal, and the
available evidence suggests that Genzyme decided to submit its Management Proposal in
response to the Proponernit’s Proposal. If Staff decides that this is true, then these actions
represent an abuse of Rule 14a-8(1)(9) because 14a-8(1)(9) was used in this case to block the
Proponent’s Proposal and frustrate the Proponent’s shareholder rights under Rule 14a-8.
Following the Cypress decision, Staff should not grant no-action relief. The Company cannot

exclude the Proponent’s Proposal.
II1. Conclusion A

Because Genzyme has not met its burden under Rule 14a-8(g) to justify exclusion it may
not exclude the Proponent’s Proposal. .
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Moreover, the Proponent believes that the Management Pr0posal was not a good faith
effort to improve corporate governance, and that Rule 14a-8(i}(9) was used in an attempt to block

. shareholder concernsregarding excessive severance agreements. According to Cypress, since the

Management Proposal was submitted in response to the Proponent’s Proposal, Genzyme’s no-
action request should be denied.

If you have any questions or need additional mforrnatlon please do not hesitate to call me
at 202-637-5372. 1have enclosed six copies of this létter for the Staff and I am sending a copy to

the Company

Sincerely,

Christopher Huang -
Research Analyst

CH/me.
opeiu #2, afl-cio

Attachments

cc: Peter Wirth, Executive Vice President, Chief Legal Officer and Corporate Secretary,
Genzyme Corporation '




N Genzyme Corpofci_lbri Peter Wirth
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February 23, 2007
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Mr. Daniel Pedrotty o= =
Director, Office of Investment 7_«}_':_‘) Z om
American Federation of Labor and Congress of Industrial Organizations e o W
815 Sixteenth Street, N.-W. 55 o
Washington, D.C. 20006 mmF

i

Re:  AFL-CIO Shareholder Proposal

Dear Mr. Pedrotty:

We- are in receipt of your letter dated February 9, 2007 expressing concerns regarding the timing
of the no-action letter that Genzyme Corporation (the “Company”) submitted to the U.S. Securities and

Exchange Commission in response to the AFL-CIO Reserve Fund shareholder proposal on executive
severance. Please let me assure you that we are not relying on Rule 14a-8(i}(9) in an attempt to frustrate
shareholder rights. The Company developed its own Executive Severance Policy (the “Genzyme
Policy”) in direct response to a proposal on executive severance submitted by the Trust for the
International Brotherhood of Electrical Workers’ Pension Benefit Fund (“IBEW”) for consideration at
the Company’s May 2006 Annual Meeting of Shareholders. The IBEW proposal received the support of
approximately 58% of the votes cast. In response to the IBEW proposal, we took the following actions

O During June and July 2006, representatives of the Company’s Human Resources and Legal '

. Departments met internally to consider potential responses to the IBEW proposal. In a :
memorandum to the Company’s Governance Committee and Compensation Committee dated

August 16, 2006, one of the potential responses identified was to include a Company-sponsored

proposal at the 2007 Annual meeting to limit severance benefits for senior executives without :
shareholder approval.

'
1

1
]
i

On August 23, 2006, the Company’s Governance Committee and Compensation Committee met

in joint session to consider, among other agenda items, the Company’s response to the IBEW
proposal. After reviewing the available alternatives, the Governance and Compensation

Commmittees directed the Company to formulate a policy regarding shareholder approval of

executive severance arrangements that would be consistent with the Company’s current practices
and to determine whether representatives of the IBEW would endorse such a policy

The Governance Committee again took up the subject of executive severance at its meeting held
December 4, 2006. At this meeting, the Govermnance Committee approved the Genzyme Policy

Www.genzyme.com
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and recommended that it be referred to the full Board of Directors for adoption at its February
2007 meeting. It is the Company’s full Board of Directors that ultimately determines whether to
submit a Company policy to shareholders for their consideration and approval, not the
Govemnance Committee. The agenda for the Annual Meeting of Stockholders is normally
determined at the Board of Directors’ regularly scheduled meeting held in February.

O The Company received the AFL-CIO Reserve Fund proposal on or after December 7, 2006; at
least three days after the Governance Committee considered the issue and made its
determinations. Since the AFL-CIO action meant that a proposal regarding éxecutive severance
was going to be presented at the Company’s 2007 Annual Meeting, we have decided that the
Board of Directors should adopt one of the alternatives identified the Company’s August 16,
2006 memorandum to the joint Governance and Compensation Committees and submit the
Company’s Proposal to shareholders. Accordingly, we sought a no-action letter from the SEC
on or about January 22, 2007, to allow us to exclude the AF L-CIO proposal

I believe that this timeline of events certainly does not exhibit any intent on behalf of the
Company to frustrate shareholder rights. On the contrary, it illustrates the Company’s willingness to
address matters of importance to its shareholders in a thoughtful, deliberate and expeditious manner. I
hope that it also provides the assurance that you requested that the Company proposal was submitted in
a good faith effort to strengthen corporate governance at Genzyme and that accordingly you will
withdraw the AFL-CIO Proposal as offered in your letter. |

Sincerely,
%

Peter Wirth _
Executive Vice President, Chief Legal Officer

and Corporate Secretary

(A: Office of Chief Counsel, Division of Corporation Finance, SEC o S
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Re: Genzyme Corporation — Exclusion of Shareholder Proposal
Dear Mr. Wirth:

We are writing to express concern regarding Genzyme Corporation’s (“Company”) no-
action request to the staff of the Division of Corporation Finance (“Staff”) of the U.S. Securities .
and Exchange Commission (“SEC”). Specifically, we are concerned that the Company may be
relying on Rule 14a-8(i)(9) as a device.to frustrate shareholder nghts We, therefore, request
evidence that the Company decided to submit its own Executive Severance Policy (“Pohcy”) asa
management proposal for the Company’s 2007 Proxy Statement before receiving the proposal
(*Proposal”) of the AFL-CIO Reserve Fund (“Proponent™). This would reassure us that the
management proposal was submitted in a good faith effort to strengthen corporate governance. If
the evidence provided is sufficient, I will withdraw the Proposal.

‘A summary of the relevant dates may prove helpful. On December 6, ‘2006, the
Proponent submitted the Proposal. The Proposal addresses excessive executive severance
agreements and is essentially the same as a Genzyme proposal last year that was approved by

~ shareholders. On December 18,2006, the Company contacted the Proponent and sent a copy of
“its “Executive Severance Policy.” The Company’s Policy stated that it would be adopted by the -

Board of Directors at an undecided future date. There was no reason to think that the Policy
would become a management proposal, since the Com_pany s Bylaws and Art1cles of
Incorporation do not require shareholder approval for adoption of general policies.

On January 12, _2_007; the Company refused to incorporate impoﬁant elements of the
Proposal into the Policy and announced its intention to submit a management proposal and to
seek no-action relief. Finally, on January 23, 2007, the Proponent received the Company’s no-
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action request. Please note that in Exhibit B of Company’s no-action request, the Company’s.
Policy is included. But, instead of being {itled “Executive Severance Policy” as before, the
Exhibit is now titled “Company Proposal.” These actions create the appearance that the
Conipany decided to use Rule 14a-8(i)(9) to omit the Proposal from its 2007 Proxy Statement
after it was clear that the Proponent would not withdraw due to differences between the Policy -

and the Proposal

L)

" Inour opinion, the Company’s Policy is substantially different from the Proposal and

contains many loopholes. In the Company’s Pohcy, for example, the benefits subject to the 2. 99

- limitation do not-include payments for consultancy or other services provided after termination of
employment. It also does not include the value of any accelerated vesting of outstanding long- -
term or equity-based awards such as restricted shares or stock options. Most importantly, the
Company’s definition of “Future Severance Agreement” excludes any modifications, renewals,
or extensions of current agreements. This provision allows the Company to perpetually extend
current severance agreements to circumvent its own Policy.

_ The items excluded from the Po]icy s definition of be'neﬁts can be extremely lucrative.
For example, according to the Company’s 2006 Proxy Statement, CEO Henri Termeer’s 2005
salary and bonus totaled $3,124,500. He was also granted $16,833,308 in stock options. . If Mr.
‘Termeer’s employment was terminated, his $16 million in options, a]ready more than three times
his salary and bonus, would likely vest and would not be subject to the 2.99 limitation.
Moreover, Mr. Termeer still has $76,755,253 in exercisable options and another $19,365,760 in
unexercisable options. Under the Company s Policy, none of these amounts would be part of the
calculation that would determine whether Mr. Termeer’s severance payment exceeds 2.99 times
his salary and bonus. In contrast, these considerable amounts would be included as part of the
calculation under the terms of the Proposal, pointing to one of the many substantial differences

between Company’s Policy and the Proposal.

¢

* There have been previous cases of shareholder c'onc.em regarding the use of Rule 14a- .
8(1)(9). As mentioned in the Company’s no-action request, there was a similar case at

Halliburton (Halliburton Company, 3/10/2006). In the proponent’s response to Halliburton’s ‘no-

" action request, the proponent’s counsel argued that, “construing the (i)(9) exclusion to knock out
shareholder-proposed bylaws would have a pernicious effect on corporate governance.
Shareholder resolutions are filed months in advance of an annual meeting; if a company wants to
eliminate a troublesome bylaw proposal that is otherwise valid under state law and Rule 14a-8,
the company would merely have to draft its own precatory proposal on the same subject, no
matter how weak, and claim that there is a ‘conflict.” The result would be to abridge a valuable

right that shareholders enjoy under state law.” In the end, Staff allowed Halliburton to exclude

the proposal.

e e e
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Given the circumstances, we are concerned that the Company’s decision to submit its - . -
Policy as a management proposal was not a good faith effort to improve corporate governance,

and that Rule 14a-8(i)(9) was used in an attempt to block shareholder concerns regarding
excessive severance agreements. We welcome any evidence from the Company that proves it
decided to submit its Policy before receiving the Proponent’s Proposal. We look forward to
hearing from you. - : ' ‘ L

Sincerely, -

Daniel F. Pedrott
Office of Investment

DFP/me
opeiu #2, afl-cio

cc: . Ofﬁce of Chief Counsel, Division of Corpofatibn Finance, .SEC

 ——— e ——y
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February 26, 2007

Via Overnight Courier

Mr. Christopher Huang

Research Analyst _

American Fedération of Labor and Congress of Industrial Organizations
815 Sixteenth Street, N.W.

Re:  Genzyme Corporation — Exclusion of Shareholder Proposal

‘Dear Mr. Huang:

We are in receipt of a copy of your letter dated February 22, 2007 addressed to the Office of
Chief Counsel, Division of Corporation Finance of the Securities and Exchange Commission {the
“SEC”) setting forth your arguments why the SEC should not grant our request for a “no action
letter” with respect omitting the AFL-CIO Reserve Fund proposal limiting executive severance
without shareholder approval (the “AFL-CIO Proposal”) from our 2007 proxy materials. For the
reasons set forth below, we respectfully dlsagree w:th each of the arguments you make:

First, it is clear from our original no-action request letter to.the SEC dated January 22, 2007,
as well as your own letter of February 22, 2007, that Genzyme’s proposed Executive Severance
Policy (the “Genzyme Proposal™) conflicts with the AFL-CIO Proposal. As you clearly point out,
severance arrangements that would be permissible under the Genzyme Proposal would be prohibited
under the AFL-CIO Proposal without shareholder approval. In fact, that is the whole point of AFL-
CIO’s refusal to endorse the Genzyme Proposal when requested to do so: the AFL-CIO seeks to
impose a more restrictive standard for when shareholder approval should be sought. As you
acknowledge in your letter, the definitions of key terms such as “Severance Agreements” and _
“Benefits” are clearly materially different in the Genzyme Proposal and the AFL-CIO Proposal. To
take the position that these two proposals can “co-exist” and that “shareholder approval of both
proposals will not result in a conflict” is at a minimum disingenuous and potentially very confusing
to our shareholders. Furthermore, the SEC’s view of the rule, as reflected in the Adopting Release
for the 1998 Amendments to Rules on Shareholder Proposals (Release No. 34-40018), is consistent
with Genzyme’s position on this matter. At footnote 162 of that release, the SEC noted, “... we do
not intend to imply that proposals must be identical in scope or focus for the exclusion to be ]
available. See, SBC Communications (Feb 2, 1996) ... .” As for the distinction you appear to draw -

between asking shareholders to approve a policy (the Genzyme Proposat) and asking for action from

the Board under certain circumstances (the ALF-CIO Proposal), we fail to appreciate thé substantive

www.genzyme.com
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difference. If a shareholder proposal on a topic like executive severance arrangements receives the
support of a majority of our shareholders, surely you would expect us to inform our shareholders as
to whether we intend to adopt that recommendation (i.e. make it part of our policy) rather than
remaining silent and seek shareholder approval of future executive severance arrangements only if, as
and when appropriate.

Second, for all of the reasons we outlined in our letter to Mr. Pedrotty dated February 23,
2007, responding to his concerns on the same topic, a copy of which I enclose for your reference, the
Genzyme Proposal was clearly developed in response to the IBEW proposal on executive severance
submitted at our 2006 Annual Meeting of Shareholders and approved by our Governance Committee
before ‘we even received the AFL-CIO Proposal. Accordingly, we believe that your reliance on
Cypress Semiconductor Corporation (March 11, 1998) is misplaced. We did not develop the
Genzyme Proposal in response to the AFL-CIO Proposal. On the contrary, the Genzyme Proposal
demonstrates our commitment to addressing matters of importance to our sharcholders in a
thoughtful, deliberate and expeditious manner. {We note that, as you acknowledge, the IBEW
proposal was substantially the same as the ALF-CIO Proposal.) We believe that the Halliburton
Company (March 10, 2006} letter cited in our no-action request as well as the numerous other letters
referred to therein and in our letter -- Crown Holdings, Inc. (February 4, 2004), Gyrodyne Company
of America, Inc. (October 31, 2005), Croghan Bancshares, Inc. (March 13, 2002), First Niagara
Financial Group, Inc. (March 7, 2002), Osteotech, Inc (Aprnil 24, 2000), Mattel, Inc (March 4,1999),
and The Gabelli Equity Trust-(March 15, 1993) -- are in fact on point, and, as Mr. Pedrotty so
graciously acknowledged in his February 9, 2007 letter, the Staff of the SEC allowed Halliburton to
exclude the proposal in that case. ' :

I hope this letter provides the assurance that Mr. Pedrotty requested in his February 9, 2007
* letter that the Genzyme Proposal was submitted in a good faith effort to strengthen corporate
governance at Genzyme and that accordingly you will withdraw the AFL-CIO Proposal as offered in
Mr. Pedrotty’s and your own letters.

Sincerely,

y 7 4

Peter Wirth
Executive Vice President, Chief Legal Officer
and Corporate Secretary .

/ cc:  Office of Chief Counsel, Division of Cdrporation Finance, SEC

Encl: Letter dated February 23,2007 from Peter Wirth to Daniel Pedrotty




DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

i

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, initiatly, 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 fumished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy matenals, 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 stafT, 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 ments 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. '
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Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  Genzyme Corporation
Incoming letter dated January 22, 2007

The proposal urges the board to seek shareholder approval for future severance
agreements with senor 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 Genzyme may exclude the proposal

" under rule 14a-8(i)(9). Among other factors that we considered in reaching this result,
we note your representation that you decided to submit the company proposal on the
same subject matter to shareholders, in part, in response to your receipt of the AFL-CIO
Reserve Fund proposal. Accordingly, we do not believe that Genzyme may omit the
proposal from its proxy materials in reliance on rule 14a-8(1)(9).

Sincerely,

Amanda McManus
Attorney-Adviser

END




