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JONS N & JOHNSON I3 STROMGLY OPPOSED TO YOUR JEPTEMBER Iy

1976y, PROPUSAL REQUIRING THAT EACH LEISTEL COMPAMNY MALNTAIR A

AUSIT CONAITTEE OF THE BOARD COMPOSED EXTIRELY OF N ON-EMPLOYEE
DIRECTORS .  THE ONE HMONTH PERIOD FROM EARLY SZPILMBER TO EARLY

(CT ORER HAS WOT PROVIDED SUFFICIENT TIME FOR CONSIDERATION AWD

W THEREF ORE REQUESTED THAT FIWAL ACTION EE DEFERRZD UMTIL YOux
s0ARD AWD THE LISTED COHPANIES HAVE HAU THE GPPORTLNITY TO Coxslozn
40 DERATZ THIS PROPCSAL,

UE ZISAGREE THAT THE PROPOISAL CAN WHELP INMPROVE THE CL1XaTh

F PFUBLIC CONFIDENCE IN UsS. BUSINESS™ AS SUGGESTED I YOUR
WETTek, TO TEE CONTRARY, THIS CUTSIOL DIRECTOR PROPOSAL hk-
PRESENTS ACCEPTANCE BY T?—[E EXCHANCE OF THE POSTULATE THAT THE
AERICAN BUSINESS EXECUTIVE OF TODAY IS NOT TO BE TRUSTED TS
HONESTLY AND RESPONSIEBLY RN PUBLIC COMPANIES, RATHEK THAN
HMERACE THIS MKDERLYING POSITION, WE WOULD EX PECT THE rXCHaN GE
T CLEARLY REJECT IT IN 4N EFF'CIF.‘% TO DISPEL TEE CURKENT UNFOUNDED
BISTRUST OF AMERICAN BUSINESS AND THE MEN WHO RUN IT,

THE PRCPOSZD RULE ESTABLIZHES ®INDEPENDENCEZ® AS THE SoOLE GUALI-
FICATION FOR SERVICE OM THE AUDIT COMMITTEE, IT DCES NOT MENTION
FERS AL INTEGRITY EXPLRIENCE, EDUCATICN, EQUITY OMMERSHIP, Ok
MY (OTHER SUBSTMJTEUE QUALIFICATIONS ‘#HICI!! ARE APFROPRIATE ¥ OR
MEMDBERZHIP OW THE BOARD OF DIRECTORS OF A LISTiu COMPANY, HORE-



2

WERy IT RAISES THE LEGCITIMATE QUESTION AS TO Trie alGHT Al
RESPOMSIBILITY OF TEE EZXCHAWGE TO DETERMINE THE QUALIFICATIONS
TEAT AN INDIVIZDUAL UUST HAVE TO SERVE AS A DIRECTOW O A LIST-o
COTEEJENY. THEIS MUST REMAIN THE PREROGATIVE OF TAn COUPAdY STOCK-
Ko RS,

WE WISH TO EMMIASIZE THAT WE ARY NOT OPPOSED TQ THE ESTADBLISHMERT
F AN OBJECTIVE AND INJEPENDENT AUDIT COMMITTEZE AND CUKR BOAR

F DIRECTORS HAS ALREADY TAKEN ACTION TO PROVIDE FOR THE ESTAB-
LUSEMENT O SUCH A FUNCTICM, ATTACHED TO THIS LETTER You WILL
TIWD A BRIET JESCRIPTION OF THIS COVMMITTLRR, WE SUBMIT THAT

A AUDIT COMMITTEE ALOWG TRE LINES DESCRIBED PROVIDEE ADEGUATE
SSURMNCE OF EFFECTIVE MAWAGEMENT AR2VIEW FOR THL PROTECTION

F THE COMPANY*'S ZTOCKHOLDERS. AT THE SAME TIME YT WILL AYJID

THE MULTITUDE O PROBLEMS PRESERTED BY IMPOSING A REQUIREMEMNT
FOR OGUTSIDE REPRESENTATION ON A PUBLIC COMPAMY'S BOARU CF
CIRECTORS,

JORNSON & JOHWS O, SINWCE ITS FOUNDING 50 YEARS AGO, HAS HAD A
BOARD OF DIRECTORS COMPOSEDR ENTIRELY OF EXECUTIVES TOTALLY
DEDICATED TO THE BUSINESS AFFAIRS OF JOHNSON & JOHNSGH AND

ITS STOCCKECLOERS. AS A MATTER COF CORPORATE POLICY, THE MEBERS
F OUR EBOARD DO MNOT SERVE AS  MEMBERS OF THE BOARDS OF
DIRECTORS OF OTHER BUSINESS CORPORATIONS. WE HAVE KO FEAR OF
AUDITING QUR PEUFORMANCE, FOR GURS JS A UNIQUE COMPANY, WITH AN
WTSTANDING R‘.:_.{IEZIRD1 AND WE INTEND TO DEFEND ITS ORGWANIZATIONAL
STRUCTURE WHICH HAS SERVED IT 30 WELL.

WHILE THE CONSEQUENCES OF DELISTING ARE WOT WELCOHME &ND ARE NOT
TO BE LIGHTLY EMBRACED, I MUST ADVISE THAT WE WOULD SERIZUSLY
ENALUATE THAT ALTERNATIVE BEFORE ACCEPTING THE REQUIREMENTS
SUGCESTED IN YQUR LETTER,

I VIEY (& THE IMPORTAMCE OF THESE SATTERS, I AM SENDING COPIES
(F THIS LETTER TO EACH MEMBER O TEEZ BOARD OF DIRECTORS OF THE
MRl YORK STOCK EXCHANGE AND TO EACH MEMARR OF THE SECURITIES
AvD EXCHANGE COMMISSION,

VERY TRULY YOQURS,

RICHARD B, SELLARS
CHAIRMAN (F THE BOARD



JORNS & JOHHS 0N
AUDIT COMMITTEE AS APPROVED EY THE EOARD OF DIRECTORS

THE FURPOSE AND MAKEUP OF AN AUDIT COMMITTE: IS A MATTER WE
HAVE HAD IWDER CONSIDERATION FOR SOME TIME, THE SUGLEZSTION OF
ADDING OUTSIDERS, UNFAMILIAR WITH TEE BUSINESS, TO OUR BOARY
F DIRECTORS SDiEL‘:’ TO SERVE AS AN AUDIT COMMITTzk ENGORES,
WE BELIEVE, 'I‘HE MANY DIFFICULTIES WHICHh SUCH ADOTION PAESENTS
M ITS EFTORT TO ACHIEVE A PUGLICLY ACCEPTABLE MANAGEMENT
REVIREY FUNCTION, Ok UQLS NOT BECOHE A DIRECTO# OF A PUBLICLY
HELD CORPORATION, WITH THE RESPONSIBILITIES AWD LIABILITIES

AITACHING TO TEATT OFFICE, MERELY TO SERVE & SINGLE FUMCTGH,
X
THAT OF A MEMBER O AN AUDIT COMMITTLEE,

THE OBJECTIVE OF AN INDEPEMOENT REVIEW OF MANAGEMENT, FRER OF
POTENTIAL CONFLICTS OF INTEREST, IS ACHIEVED, WE BEL EUEL BY
THE ESTABLISHMENT OF A NOM-DIRECTOR LEVEL AUIJIT COMMITTEE HMADE
UP OF WN(M-EMPLOYEE QUTSIDERS, WE ENVISIGN THIS COMWITTEE TO
B COMPOSED OF PROFESSIQIALS INCLUDING REPRESENTATIVES FRGM
THE LEGAL AND ACCQUNTIMG PRFESSIONS. IT WOULD ARPORT TO THL
CINANCE COMMITTEE OF THE BQARD O ODIRECTORS AMND WOULD PERF CRM
THE USUAL FWCTIONS OF AN AUDIT COMMITTEE. WEMBERS WOULD BE
FROVIDED WITH A CONSULTING ARRANGEMEZNT TO ERSURE THAT THEIR
JUDGMENTS wQULD KOT BE AFFECTED BY FEAR OF BEING DISHISSED,

ROT REMOMINATED OR OTHER SIMILAR INFLUENCES. MOREOVER, ITS
HMEMBERSHIP WOULD BE PUBLISHED IN THE CORPORATICH'S ANNUAL
REFORTS, AMD THE RESULTS OF ITS EFFORTS MADE AVAILABLE TO THE
COMPANY STOC YHOLDERS,

QICHARD o, SELLARS
CHATRWAN {F THE BOARD
MM



