barchart

INTERNATIONAL BUSINESS
MACHINES CORP

FORM DEFA14A

(Additional Proxy Soliciting Materials (Definitive))
Filed 04/05/24

Address 1 NEW ORCHARD ROAD, ARMONK, NY, 10504
Telephone (727) 384-2323
CIK 0000051143
Symbol IBM
SIC Code 3570 - Computer & office Equipment
Fiscal Year 12/31

Powered by barchart
https://www.barchart.com/solutions
© Copyright 2022, Barchart.com, Inc. All Rights Reserved.



https://www.barchart.com/solutions

DEFA14A 1tm2411169d1_defal4a.htm DEFAL4A

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

SCHEDULE 14A
Proxy Statement Pursuant to Section 14(a) of
the Securities Exchange Act of 1934 (Amendment No. )

Filed by the Registrant x
Filed by a Party other than the Registrant ~

Check the appropriate box:

" Preliminary Proxy Statement
Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
Definitive Proxy Statement

x  Definitive Additional Materials

" Soliciting Material under §240.14a-12

International Business Machines Corporation
(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant) Payment of Filing Fee (Check the appropriate box):
X No fee required.
h Fee paid previously with preliminary materials.
Fee computed on table in exhibit required by Item 25(b) per Exchange Act Rules 14a6(i)(1) and 0-11

Persons who are to respond to the collection of information contained in this form are not required to respond unless the form displays a currently valid OMB control number.

April 2024
Dear IBM Stockholder,
As the independent Lead Director and the Chairs of the Committees of the IBM Board of Directors, we are writing to you on behalf of the entire Board to thank you for your support and your investment in IBM. We also
want to share our perspective on the Company and the Board'’s role in driving long-term stockholder value. In the past year, the Company continued gaining momentum and delivering innovations in Al and hybrid
cloud, all while also ensuring that sound governance and executive compensation practices are in place and transparent to you, our stockholders.

Technology and Expertise

2023 was an important year of growth for IBM. With your Board’s oversight, IBM continued to take meaningful action to strengthen its position as a leader in hybrid cloud and Al through refining our portfolio,
expanding our ecosystem of partners, and enhancing productivity throughout the Company. The Company launched watsonx, its flagship Al and data platform and also unveiled innovations in quantum computing.

Notable achievements in 2023 include:

Delivering $61.9 billion of revenue, with broad-based growth and approximately 75% of revenue coming from higher growth Software and Consulting segments;

Generating $13.9 billion of cash from operations, up $3.5 billion year-to-year;

Continuing to invest in future growth, including over $5 billion spent to acquire 9 companies across Software and Consulting to expand IBM'’s hybrid cloud and Al offerings and capabilities; and

Raising the dividend for the 28th consecutive year - IBM’s 108th straight year of providing one - returning $6 billion to stockholders.
We are pleased to report that IBM is well-positioned for continued success in 2024.

Trust and Transparency

We know that you, our stockholders, value IBM’s long-standing pursuit of the highest standards of corporate responsibility, trust, and transparency. We are aware of the profound impact that technologies like Al will
have on business and society and that IBM bears significant responsibility to develop technologies ethically and to deploy them with trust and transparency. With a balanced approach, IBM aspires to make a lasting,

positive impact in business ethics and the communities in which we work and live. Your Board is actively engaged in overseeing the Company’s efforts in these areas and providing disclosure of our progress, including
in the annual IBM Impact Report.

Committed, Responsive Board

Engagement with you, our stockholders, is a core IBM value and integral to IBM’s success. We have a robust stockholder engagement program that includes participation by the Lead Director, as well as the Chairman
and CEO and other members of senior management. Your feedback is integrated into boardroom discussions and informs the Board’s decisions and the Company’s policies, practices, and disclosures.

Collectively, we bring diverse knowledge, perspectives, and insights from our experiences outside of IBM so that we are well-positioned to effectively oversee IBM’s business and strategy. We are actively engaged
and have an established history of responding to stockholder proposals that receive majority support. In line with this history and responsive to stockholder feedback, in 2023, IBM enhanced its disclosure regarding
trade associations and adopted a director overboarding policy.

Commitment to Pay for Performance: Vote FOR Item of Business 3

Our compensation strategy, with significant pay at risk, aligns with IBM’s growth strategy and investor expectations for 2024 and beyond. Our senior executive pay is heavily weighted to IBM’s performance through
the annual and long-term incentive programs, with targets set at challenging levels consistent with IBM’s financial model as shared with investors.

The Board continues to incorporate valuable stockholder feedback into ongoing executive compensation program decisions. Through our recent discussions with investors and our formal Say on Pay vote results at the
2023 Annual Meeting, investors reaffirmed their support for the Company’s compensation policies and programs, which focus on long-term financial performance that drives stockholder value.

For these reasons and those discussed in more detail in our Proxy Statement, the Board believes that our compensation policies and practices are aligned with the interests of our stockholders and designed to reward
for performance.

We hope to receive your support on all of the Board’s recommendations in IBM’s 2024 Proxy Statement.

Sincerely,

/sl Alex Gorsky /sl Peter R. Voser

Alex Gorsky Peter R. Voser

IBM’s Lead Director Chair of IBM’s Audit Committee
/s/ Andrew N. Liveris /sl Frederick H. Waddell
Andrew N. Liveris Frederick H. Waddell

Chair of IBM’s Directors and Corporate Governance Committee Chair of IBM’s Executive Compensation and Management Resources Committee




QOur strategy

hybrid cloud and Al

® 2024 IBM Corporation

Our value proposition

Platform-centric approach
to hybrid cloud and AI

Commitment to innovation

Deepindustry and domain
expertise

Integrated solutions

Trusted by enterprises

Our actions
- Portfolio optimization

- Investmentsin skills and
innovation

- Simplified go-to-market
and more technical and
experiential selling

- Ecosystem expansion

- Growth-oriented culture

Our model

Sustainable revenue growth
Strong cash generation
Higher ROIC

Capital allocation
supporting investment
and shareholder return




IBM Approach for hybrid cloud and Al

Consulting

System Integrator Partners

Business Transformation e Technology Consulting e

Application Operations

Software

Data and Al « Automation e Security e
Transaction Processing

Al and data platform

Hybrid cloud platform

Infrastructure

IBMZ e Distributed Infrastructure »
Infrastructure Support
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Software and Saa$ Partners

watsonx

Red Hat

Openshift e Enterprise Linux e Ansible Automation Platform

Public Clouds

AWS e Azure e
Others

Enterprise
Infrastructure

&

Improved Portfolio Mix:

Higher Growth, Higher Value

2023 Revenue Mix*

Financing
1%

Infrastructure
24%

Software
43%

Consulting
32%

*Reflects 2023 segment revenue as reported
in Form 10-K filed on February 26, 2024
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— Continued momentum in
Software and Consulting

- Organic investments in
technology and talent

- Completed ~40 acquisitions
since early 2020

- Continued portfolio optimization
including the sale of the Weather
Company assets in January 2024

STRATH

75% of our
revenue now
comes from
higher-growth
software and
consulting
businesses,
up from ~55%
in 2020
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2023 Performance Highlights

Our model Our results

Generated $62 billion of revenue with solid growth in Software and Consulting. IBM revenue was up 2% (3%
constant currency™)

- Sustainable revenue growth

- Strong cash generation . . .
g g - Asolid and growing recurring revenue base represents over 50% of revenue

- Higher ROIC - 75% of revenue from higher-growth Software and Consulting segments

- Capital allocation - Expanded gross margin by 140 basis points

supporting investment

- Generated cash from operations of $13.9 billion and free cash flow* of $11.2 billion, our strongest level of ca
and shareholder return

generation since 2019
- Exited the year with a healthy cash balance of $13.5 billion, including marketable securities
- Continued organic and inorganic investments in hybrid cloud and Al, including closing 9 acquisitions

- Returned ~$6 billion to stockholders and raised IBM's quarterly dividend for the 28th consecutive year

*non-GAAP financial measure
@ 2024 IBM Corporation

Reinforcing IBM’s Shareholder Commitments

Senior executive pay is heavily weighted to IBM’s performance through the annual and long-term incentive
program, focused on accelerating our hybrid cloud and AI revenue growth strategy and generating free casl
flow for increased investment and shareholder return.

Annual Incentive Performance
Share Units

Program

40% Revenue
Revenue
30% Free Cash Flow®
Operating Cash
Flow®@ 30% Operating EPS®W
Metrics and Metrics and
Weightings Weightings
1) Non-GAAP financial metric
2)Net Cash from Operating + Diversity Modifier + Return on Invested
Activities, excluding Global Capital Modifier

Financing receivables

® 2024 1BM Corporation




Compensation Aligns with High-Value Business Model

For 2023, at target, 77%, or $16.6M of CEO pay was at Payouts in both the annual and long-term

risk and subject to attamrgr;zr;st of rigorous performance programs reflect rigorous performance goals

CEO ANNUAL INCENTIVE AWARD AS % OF TARGET*

=
2 7% Base Salary ($1.5M) o0
— = T t
Sl : o
b = 14% Annual Incentive ($3M) .
~z
o Target: 200% of Base Sala ’
©@ ry
- o
x 0
= 0 . 2019 2020 2021 2022 2023
IL 47 A) Perform ance S h are U nits ($ 102M) #2020, 2021, 2022 and 2023 pertain to Mr. Krishna and 2019 pertains to Ms. Rometty.
<
x
= . LONG-TERM PERFORMANCE SHARE UNIT
EE 16% Stock Options ($3.4M) PAYOUTS AS % OF TARGET
150
16% Restricted Stock Units ($3.4M) 100 i ol
Mr. Krishna's IBM stock holdings exceed the CEO holding 50
requirement of 10x base salary, aligning CEO compensation
with shareholders’ interests. 0
© 2024 IBM Corporation 2017-19 2018-20 2019-21 2020-22 2021-2023
B ld 'I:h R ht B d BOARD & GOVERNA
Independent and Diverse Board Balanced Tenure  Gender and Ethnic C
10
IBM is committed to Board leadership, independent oversight and strong corporate governance: e
38%
. Active Board refreshment: Over 60% of directors elected to the Board within the past five years SR
. Diverse and independent perspectives: 3 women directors and 3 ethnically diverse directors added 5-10yrs

in the last five years and all directors but 1 are independent

Active Board Refreshment
TWO NEW DIRECTORS
2019 2020 2021 ADDED IN 2023

- &@. - ‘ ‘\

Michelle J. F. William Martha E. Thomas Arvind Alfred W. Michael Marianne C.
Howard McNabb Il Pollack Buberl Krishna Zollar Miebach Brown
Policy expertise Global business, Research Global business Global business Deep Global business Global business
and technology corporate leadership and experience and and technology and technology and technology
experience with governance and technology expertise organizational experience in experience, experience,
a cybersecurity technology experience, leading digital leadership systems and including digital including

focus experience including transformations experience and software transformation, financial
artificial deep technology cybersecurity services,

intelligence expertise and data-driven systems and
insights software

® 2024 IBM Corporation




Board of Directors

DIRECTOR David N.

Farr

Client Industry Expertise

Organizational Leadership
& Management
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IBM Impact

The IBM approach to creating lasting, positive impact is embodied in the three pillars of our IBM Impact framework.
Our latest Impact Report provides information on IBM’s environmental, social, and governance progress and
performance and is available at https://www.ibm.com/impact/reports-and-policies

00
S
mM

Equitable Impact

We aspire to
make a lasting,
positive Impac
business ethics
our environmel
and the
communities ir

Ethical Impact Environmental Impact

Creating spaces and opportunities
for everyone by focusing on
diversity, equity, and inclusivity
within IBM as well as globally. For
example:

Creating better pathways to
conserve natural resources,
reduce pollution, and minimize
climate-related risks. For
example:

Creating innovations, policies and
practices that prioritize ethics, trust,
transparency, and above all =
accountability. For example:

+ Created five pillars of trust to guide

responsible adoption of Al
technologies: explainability, fairness,
robustness, transparency, and
privacy

Founding member of the AL Alliance,
a group of leading organizations
focused on fostering open innovation
and opensciencein Al

@ 2024 IBM Corporation

Fostering a culture of conscious
inclusionand active allyship
where IBMers can make a
positive impact on society and
bring authentic selves to work

In 2023, our annual
engagement survey found that
more than 8 out of 10 IBMers
reported feeling engaged at
work

« Leveraging Al and automation
for scale and speed across

functions to accelerate clients’

business objectives and
sustainability goals and help
them meet regulatory
requirements

«  Continued the work of the IBM
Sustainability Accelerator, a
global pro bono social impact
pragram with a focus on
vulnerable populations

which we work
and live.




Voting Item 4:
Public Report on Lobbying Activities

The Board recommends a vote AGAINST

— Independent third parties consistently recognize IBM as
a leader in lobbying and political spending disclosure

— IBM already provides the disclosure requested by this
proposal, including further enhancing it in 2023 by
identifying those trade associations that are directly
engaged in U.S. lobbying through annual payments of
$50,000 or higher

— IBM has established clear oversight over such activities
and expenditures through numerous written corporate
policies, instructions, and guidelines, all of which are
available on IBM’s public policy website

— IBM does not make political contributions of any kind,
directly or indirectly, to political parties, candidates or
PACs

@ 2024 IBM Corporation

Voting Item 5:
Public Report on Congruency in China
Business Operations and ESG Activities

The Board recommends a vote AGAINST

— IBM adheres to the law across all countries where we do
business, including government controls on the export
and use of certain technologies

- IBM complies with all laws related to human rights and
forced labor, including the US Uyghur Forced Labor
Prevention Act

— IBM practices the highest level of social, environmental
and ethical responsibility in our global supply chains

— IBM has robust processes in place to ensure that our
technology is not used in ways that would conflict with ou
values, our commitment to uphold basic human rights an
freedoms, and our long-standing focus on responsible
stewardship of powerful innovations

Voting Item 6:
Right to Act by Written Consent

The Board recommends a vote AGAINST

— This proposal inaccurately describes the number of shares
required to call a special meeting of the stockholders of
IBM. IBM’s corporate governance provisions call for a
threshold of 25% of stockholders to call a special meeting,
not 40% of shares that cast ballots at the annual meeting

— IBM has long demonstrated its commitment to sound
principles of corporate governance, working to ensure that
its practices protect and further the interests of its
stockholders

— IBM has an established process by which stockholders
may communicate directly with IBM’s Board or non-
management directors throughout the year on any topics
of interest to stockholders

@ 2024 IBM Corporation

Voting Item 7:
Public Report on Climate Lobbying

The Board recommends a vote AGAINST

— IBM has demonstrable leadership and results and ha:
been recognized with numerous awards for its climate
leadership

— IBM is committed to addressing climate change throu
the company's energy conservation and climate protect
programs

— IBM’s climate change policy and positions are alread)
publicly available at our website and in our annual
Impact Report

- IBM already discloses robust information with regards
its lobbying activities and consistently receives high
ratings from independent analysts of corporate practi
on lobbying and political spending




PROPOS

Voting Item 8: We Request Your Support at the

égfgpettign of Greenhouse Gas Emissions 2024 Annual Meeting of Stockholde

The Board recommends a vote AGAINST The Board asks that you vote:

authentic, and, most importantly, factually based on

; v FOR Ratification of PricewaterhouseCoopers LLP
science

as IBM’s Independent Registered Public

— IBM has goals and targets for greenhouse gas (GHG) Accounting Firm

emissions and net zero v FOR Advisory Vote on Executive Compensation

— IBM’sresults for its GHG-related targets are independently

verified by a third party AND

- IBM’s climate change goals already include our value X AGAINST ALL Stockholder Proposals
chain

— IBM has demonstrable leadership and results addressing
environmental matters

© 2024 IBM Corporation
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Forward-Looking Statements, Non-GAAP and
Other Information

Certain comments made in this presentation may be characterized as forward looking under the Private Securities Litigation Reform
Act of 1995. Forward-looking statements are based on the company’s current assumptions regarding future business and financial
performance. Those statements by their nature address matters that are uncertain to different degrees. Those statements involve a
number of factors that could cause actual results to differ materially. Additional information concerning these factors is contained in
the Company’s filings with the SEC. Copies are available from the SEC, from the IBM website, or from IBM Investor Relations. Any
forward-looking statement made during this presentation speaks only as of the date on which it is made. The company assumes no
obligation to update or revise any forward-looking statements except as required by law; these charts and the associated remarks
and comments are integrally related and are intended to be presented and understood together.

In an effort to provide additional and useful information regarding the company’s financial results and other financial information, as
determined by generally accepted accounting principles (GAAP), these materials contain non-GAAP financial measures on a
continuing operations basis, including revenue growth rates adjusted for constant currency and free cash flow. The rationale for
management's use of this non-GAAP information s included on pages 6 and 31 of the company’s 2023 Annual Report, which is
Exhibit 13 to the Form 10-K submitted with the SEC on February 26, 2024. For reconciliation of these non-GAAP financial measures
to GAAP and other information, please refer to pages 17 and 31 of the company’s 2023 Annual Report.

Note: For the 2021-2023 performance period, ROIC equals consolidated net operating profits after tax (consolidated GAAP net
income plus after-tax interest expense) excluding the settlement charge resulting from the U.S. pension risk transfer, divided by the
sum of the average debt and average total stockholders’ equity over the period, excluding goodwill associated with the Red Hat
acquisition in years 2021 and 2022. In September 2022, IBM transferred $16 billion of its defined benefit pension obligations and
related plan assets to twa insurers. A non-cash settlement charge of $4.4 billion net of tax related to this transfer was excluded given
its unique and non-recurring nature. Due to the significant nature of the Red Hat acquisition, the Company utilizes a computation of
ROIC excluding goodwill associated with the acquisition. The goodwill that was generated is primarily attributable to the assembled
workforce of Red Hat and the increased synergies expected to be achieved over time from the integration of Red Hat products into
the Company’s various integrated solutions.

@ 2024 IBM Corporation

[E-MAIL]
Dear IBM Senior Leaders:

Re: Voting Your IBM Shares for the 2024 Annual Meeting

I am writing to remind you to make sure to vote all of your IBM shares for the 2024 Annual Meeting. By now you should have received a copy of IBM’s 2024 Proxy Statement along with the proxy card or Notice of
Internet Availability of Proxy Materials. If you hold IBM shares in “street name” (i.e., through a bank or broker), you will have received a voter instruction form from your bank or broker. We expect that many of you
will receive multiple copies of the proxy materials, reflecting different ownership accounts you may have. Please make sure to vote all of the proxy voting cards that you receive or follow the instructions on the Notice
of Internet Availability of Proxy Materials, if applicable.
As you know, 2023 was an important year of growth for IBM. We continued to take meaningful action to strengthen our position as a leader in hybrid cloud and Al through refining our portfolio, expanding our
ecosystem of partners, and enhancing productivity throughout our organization. Throughout 2023, we continued to execute against our strategy and delivered $61.9 billion in revenue. We generated cash from
operating activities of $13.9 billion, and returned $6 billion to our stockholders through our dividend, which we increased for the 28th consecutive year. In 2024, your Company is well-positioned for continued success
and to deliver growth and greater value to stockholders.
As you see in the Proxy Statement, the Board recommends a vote:

FOR Item of Business 1: Election of our Directors

EOR Item of Business 2: Ratification of Appointment of our Independent Registered Accounting Firm

EOR Item of Business 3: Say on Pay Proposal

AGAINST Item of Business 4: Stockholder Proposal Requesting a Public Report on Lobbying Activities

AGAINST Item of Business 5: Stockholder Proposal Requesting a Public Report on Congruency in China Business Operations and ESG Activities

AGAINST Item of Business 6: Stockholder Proposal Requesting a Right to Act by Written Consent

AGAINST Item of Business 7: Stockholder Proposal Requesting a Public Report on Climate Lobbying

AGAINST Item of Business 8: Stockholder Proposal Requesting the Adoption of Greenhouse Gas Emissions Targets
For the reasons explained in our Proxy Statement, we believe that such votes are in the best interests of our Company and its stockholders. It is important that you show your support for IBM and vote your shares.

If you hold your shares in record name (i.e., directly through our transfer agent, Computershare) and need assistance regarding your record accounts, please contact Bob Wilt at infoibm@us.ibm.com.

If you hold your shares in street name (e.g., Morgan Stanley, TD Ameritrade, Charles Schwab, or another financial institution), IBM cannot access your account or provide you with a replacement voting
instruction form. In this case, you will need to contact your broker directly in order to obtain a replacement voting instruction form.

If you have already voted all of your shares, there is no need to contact us and no further action is required on your part. In case you have not received or have misplaced your proxy voting card, IBM periodically sends
a follow-up mailing that includes a proxy voting card.

You may also find additional information at http://www.ibm.com/investor/proxyinformation. If you do not receive a copy of the Proxy Statement or Notice of Internet Availability of Proxy Materials by Tuesday, April 16,
2024, please contact Bob Wilt at infoibm@us.ibm.com. Please do not hesitate to call me at 914-499-xxxx or email me atxxxxxxxxx@us.ibm.com if you have questions or comments.

Sincerely,
/s/ Frank Sedlarcik

Frank Sedlarcik
Vice President and Secretary




