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Part I - Financial Information
Item 1. Consolidated Financial Statements:
INTERNATIONAL BUSINESS MACHINES CORPORATION
AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENT OF EARNINGS
(UNAUDITED)
Three Months Ended June 30,
2017
2016

(Dollars in millions except per share amounts)

Revenue:
Services
Sales
Financing
Total revenue
Cost:
Services
Sales
Financing
Total cost
Gross profit
Expense and other (income):
Selling, general and administrative
Research, development and engineering
Intellectual property and custom development income
Other (income) and expense
Interest expense
Total expense and other (income)
Income from continuing operations before income taxes
Provision for/(benefit from) income taxes
Income from continuing operations
Loss from discontinued operations, net of tax
Net income

$

12,547
6,324
418
19,289

$

8,523
1,684
289
10,495
8,794

$
$

Earnings/(loss) per share of common stock:
Assuming dilution:
Continuing operations
Discontinued operations
Total
Basic:
Continuing operations
Discontinued operations
Total

$
$
$
$

Weighted-average number of common shares outstanding:
(millions)
Assuming dilution
Basic
$

5,160
1,484
(365)
(76)
147
6,351
2,443
111
2,332 $
(1)
2,331 $

2.48
0.00
2.48

$

2.49
0.00
2.49

$

(Amounts may not add due to rounding.)
(The accompanying notes are an integral part of the financial statements.)
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1.50

$

8,691
1,582
263
10,536
9,702

$

$

939.6
934.9

Cash dividend per common share

13,018
6,792
429
20,238

Six Months Ended June 30,
2017
2016

5,349
1,465
(365)
37
167
6,653
3,049
544
2,505 $
0
2,504 $

2.61
0.00
2.61

$

2.62
0.00
2.62

$

$

$

960.5
957.4
$

1.40

24,889
11,727
827
37,443

$

17,076
3,234
568
20,878
16,565

17,074
2,960
501
20,535
18,388

10,312
3,018
(810)
(104)
283
12,699
3,867
(218)
4,085 $
(3)
4,082 $

11,361
2,923
(582)
289
315
14,306
4,082
(439)
4,521
(3)
4,518

4.32
0.00
4.32

$

4.35
0.00
4.35

$

$

$

943.7
938.7
$

25,409
12,671
843
38,923

2.90

4.69
0.00
4.69
4.71
0.00
4.71

962.4
959.5
$

2.70
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INTERNATIONAL BUSINESS MACHINES CORPORATION
AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
(UNAUDITED)
Three Months Ended June 30,
2017
2016

(Dollars in millions)

Net income
Other comprehensive income/(loss), before tax:
Foreign currency translation adjustments
Net changes related to available-for-sale securities:
Unrealized gains/(losses) arising during the period
Reclassification of (gains)/losses to net income
Total net changes related to available-for-sale securities
Unrealized gains/(losses) on cash flow hedges:
Unrealized gains/(losses) arising during the period
Reclassification of (gains)/losses to net income
Total unrealized gains/(losses) on cash flow hedges
Retirement-related benefit plans:
Prior service costs/(credits)
Net (losses)/gains arising during the period
Curtailments and settlements
Amortization of prior service (credits)/costs
Amortization of net (gains)/losses
Total retirement-related benefit plans
Other comprehensive income/(loss), before tax
Income tax (expense)/benefit related to items of other
comprehensive income
Other comprehensive income/(loss)
Total comprehensive income/(loss)

$

2,331

$

(38)

(Amounts may not add due to rounding.)
(The accompanying notes are an integral part of the financial statements.)
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2,504

$

(248)

4
0
3

$

Six Months Ended June 30,
2017
2016

1
0
1

4,082

$

4,518

124

(10)

3
1
4

(35)
37
2

(96)
(176)
(272)

9
102
111

(128)
(274)
(402)

(256)
11
(245)

—
44
3
(22)
713
738
432

—
78
10
(27)
693
754
617

0
105
1
(44)
1,423
1,486
1,211

—
(68)
14
(53)
1,383
1,277
1,023

(3)
1,208
5,290 $

(21)
1,002
5,520

88
520
2,852

$

(223)
394
2,899 $
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INTERNATIONAL BUSINESS MACHINES CORPORATION
AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
(UNAUDITED)
ASSETS
At June 30,
2017

(Dollars in millions)

Assets:
Current assets:
Cash and cash equivalents
Marketable securities
Notes and accounts receivable - trade (net of allowances of $304 in 2017 and $290 in 2016)
Short-term financing receivables (net of allowances of $272 in 2017 and $337 in 2016)
Other accounts receivable (net of allowances of $38 in 2017 and $48 in 2016)
Inventories, at lower of average cost or market:
Finished goods
Work in process and raw materials
Total inventories
Prepaid expenses and other current assets
Total current assets
Property, plant and equipment
Less: Accumulated depreciation
Property, plant and equipment — net
Long-term financing receivables (net of allowances of $122 in 2017 and $101 in 2016)
Prepaid pension assets
Deferred taxes
Goodwill
Intangible assets — net
Investments and sundry assets
Total assets
(Amounts may not add due to rounding.)
(The accompanying notes are an integral part of the financial statements.)
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$

$

11,696
599
8,401
17,563
994
424
1,180
1,604
4,155
45,013
31,291
20,388
10,903
8,296
4,015
6,812
36,517
4,179
4,759
120,495

At December 31,
2016

$

$

7,826
701
9,182
19,006
1,057
358
1,195
1,553
4,564
43,888
30,133
19,303
10,830
9,021
3,034
5,224
36,199
4,688
4,585
117,470
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INTERNATIONAL BUSINESS MACHINES CORPORATION
AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION — (CONTINUED)
(UNAUDITED)
LIABILITIES AND EQUITY
At June 30,
2017

(Dollars in millions)

Liabilities:
Current liabilities:
Taxes
Short-term debt
Accounts payable
Compensation and benefits
Deferred income
Other accrued expenses and liabilities
Total current liabilities
Long-term debt
Retirement and nonpension postretirement benefit obligations
Deferred income
Other liabilities
Total liabilities
Equity:
IBM stockholders’ equity:
Common stock, par value $0.20 per share, and additional paid-in capital
Shares authorized: 4,687,500,000
Shares issued: 2017 - 2,228,061,851
2016 - 2,225,116,815
Retained earnings
Treasury stock - at cost
Shares: 2017 - 1,296,121,555
2016 - 1,279,249,412
Accumulated other comprehensive income/(loss)
Total IBM stockholders’ equity
Noncontrolling interests
Total equity
Total liabilities and equity
(Amounts may not add due to rounding.)
(The accompanying notes are an integral part of the financial statements.)
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$

$

2,779
8,061
5,126
3,865
11,541
4,594
35,966
37,612
17,320
3,617
7,437
101,951

At December 31,
2016

$

3,235
7,513
6,209
3,577
11,035
4,705
36,275
34,655
17,070
3,600
7,477
99,078

54,235

53,935

154,234
(161,860)

152,759
(159,050)

(28,189)
18,419
125
18,544
120,495 $

(29,398)
18,246
146
18,392
117,470
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INTERNATIONAL BUSINESS MACHINES CORPORATION
AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENT OF CASH FLOWS
(UNAUDITED)
Six Months Ended June 30,
2017
2016

(Dollars in millions)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to cash provided by operating activities
Depreciation
Amortization of intangibles
Stock-based compensation
Net (gain)/loss on asset sales and other
Changes in operating assets and liabilities, net of acquisitions/divestitures
Net cash provided by operating activities

$

4,082

$

1,439
777
265
74
785
7,421

4,518
1,382
745
261
167
1,915* **
8,988* **

Cash flows from investing activities:
Payments for property, plant and equipment
Proceeds from disposition of property, plant and equipment
Investment in software
Acquisition of businesses, net of cash acquired
Divestitures of businesses, net of cash transferred
Non-operating finance receivables — net
Purchases of marketable securities and other investments
Proceeds from disposition of marketable securities and other investments
Net cash used in investing activities

(1,425)
136
(278)
(169)
29
816
(2,346)
1,883
(1,355)

(1,826)
172
(295)
(5,405)
35
1,340*
(2,386)
2,028
(6,338)*

Cash flows from financing activities:
Proceeds from new debt
Payments to settle debt
Short-term borrowings/(repayments) less than 90 days — net
Common stock repurchases
Common stock repurchases for tax withholdings
Common stock transactions — other
Cash dividends paid
Net cash used in financing activities

5,835
(2,106)
(973)
(2,725)
(147)
97
(2,724)
(2,743)

8,263
(3,425)
(909)
(1,775)
(112)**
115
(2,590)
(434)**

Effect of exchange rate changes on cash and cash equivalents
Net change in cash and cash equivalents

547
3,870

Cash and cash equivalents at January 1
Cash and cash equivalents at June 30

$

* Revised classification of certain financing receivables.
** Reclassified to reflect adoption of the FASB guidance on share-based compensation.
(Amounts may not add due to rounding.)
(The accompanying notes are an integral part of the financial statements.)
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7,826
11,696

114
2,330
$

7,686
10,017
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INTERNATIONAL BUSINESS MACHINES CORPORATION
AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
(UNAUDITED)
Common
Stock and
Additional
Paid-in
Capital

(Dollars in millions)

Equity - January 1, 2017
Cumulative effect of change in
accounting principle *

$

Treasury
Stock

152,759 $ (159,050) $

Total IBM
Stockholders’
Equity

(29,398) $

102

Net income
Other comprehensive income/(loss)
Total comprehensive income/(loss)
Cash dividends paid — common
stock
Common stock issued under
employee plans (2,945,036
shares)
Purchases (920,968 shares) and
sales (347,939 shares) of treasury
stock under employee plans —
net
Other treasury shares purchased, not
retired (16,299,114 shares)
Changes in noncontrolling interests
$
Equity - June 30, 2017

4,082
1,208
$
(2,724)

15

54,235 $

$

Net income
Other comprehensive income/(loss)
Total comprehensive income/(loss)
Cash dividends paid — common
stock
Common stock issued under
employee plans (2,867,128
shares)
Purchases (769,837 shares) and
sales (323,578 shares) of treasury
stock under employee plans —
net
Other treasury shares purchased, not
retired (12,305,377 shares)
Changes in other equity
Changes in noncontrolling interests
Equity - June 30, 2016
$

53,262 $

102

102

4,082
1,208
5,290

4,082
1,208
5,290

$

(2,724)

(88)

(88)

(2,708)

(2,708)

Treasury
Stock

(28,189) $

Accumulated
Other
Comprehensive
Income/(Loss)

146,124 $ (155,518) $

18,419 $

Total IBM
Stockholders’
Equity

(21)
125 $

NonControlling
Interests

(29,607) $

14,262 $

1,002

4,518
1,002
5,520

(2,590)
321

162 $

14,424

$

4,518
1,002
5,520
(2,590)

321

321

(71)

(56)

(56)

(1,709)

(1,709)
(16)

(1,709)
(16)
(6)
15,889

2
148,071 $ (157,298) $

(28,604) $

15,733 $

* Reflects the adoption of the FASB guidance on intra-entity transfers of assets in the first-quarter 2017.
(Amounts may not add due to rounding.)
(The accompanying notes are an integral part of the financial statements.)
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(2,708)
(21)
18,544

Total
Equity

(2,590)

16

18,392

(103)

$

53,565 $

146 $

300

4,518

(18)

18,246 $

Total
Equity

300

154,234 $ (161,860) $

Retained
Earnings

NonControlling
Interests

(2,724)

300

Common
Stock and
Additional
Paid-in
Capital

(Dollars in millions)

Equity - January 1, 2016

53,935 $

Retained
Earnings

Accumulated
Other
Comprehensive
Income/(Loss)

(6)
156 $
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Notes to Consolidated Financial Statements:
1. Basis of Presentation: The accompanying Consolidated Financial Statements and footnotes of the International Business Machines
Corporation (IBM or the company) have been prepared in accordance with accounting principles generally accepted in the United
States of America (GAAP). The financial statements and footnotes are unaudited. In the opinion of the company’s management, these
statements include all adjustments, which are only of a normal recurring nature, necessary to present a fair statement of the company’s
results of operations, financial position and cash flows.
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that
affect the amount of assets, liabilities, revenue, costs, expenses and other comprehensive income/(loss) that are reported in the
Consolidated Financial Statements and accompanying disclosures. These estimates are based on management’s best knowledge of
current events, historical experience, actions that the company may undertake in the future and on various other assumptions that are
believed to be reasonable under the circumstances. As a result, actual results may be different from these estimates. Refer to the
company’s 2016 Annual Report on pages 71 to 74, for a discussion of the company’s critical accounting estimates.
The company revised the classification of certain financing receivables for the three and six months ended June 30, 2016,
decreasing net cash provided by operating activities and net cash used in investing activities in the amount of $70 million and $212
million, respectively, which the company concluded to be immaterial to the periods presented. The twelve-month revision for the
period ended December 31, 2016 was provided in the company’s 2016 Annual Report on page 26. There was no impact to total GAAP
cash flows or free cash flow.
In the first quarter of 2017, the company reported a benefit from income taxes of $329 million, and its effective tax rate was (23.1)
percent. This was primarily driven by a discrete tax benefit of $582 million from a first-quarter 2017 transaction accounted for under
the new Financial Accounting Standards Board (FASB) guidance related to intra-entity transfers of assets. This benefit was partially
offset by a discrete tax charge related to foreign audit activity of $99 million. The company had additional discrete tax benefits of
$170 million in second-quarter 2017. For the six months ended June 30, 2017, the company reported a benefit from income taxes of
$218 million and its effective tax rate was (5.6) percent. The negative effective tax rate in the comparable period of 2016 was due to
the resolution of a long-standing Japan tax matter in February 2016. Refer to note 2, “Accounting Changes,” and the Taxes section of
the Management Discussion for additional information.
Noncontrolling interest amounts of $3.5 million and $3.0 million, net of tax, for the three months ended June 30, 2017 and 2016,
respectively, and $7.1 million and $4.4 million, net of tax, for the six months ended June 30, 2017 and 2016, respectively, are included
as a reduction within other (income) and expense in the Consolidated Statement of Earnings.
Interim results are not necessarily indicative of financial results for a full year. The information included in this Form 10-Q should
be read in conjunction with the company’s 2016 Annual Report.
Within the financial statements and tables presented, certain columns and rows may not add due to the use of rounded numbers for
disclosure purposes. Percentages presented are calculated from the underlying whole-dollar amounts. Certain prior year amounts have
been reclassified to conform to the current year presentation. This is annotated where applicable.
2. Accounting Changes:
New Standards to be Implemented
In March 2017, the FASB issued guidance that impacts the presentation of net periodic pension and postretirement benefit costs.
Under the guidance, the service cost component of net benefit cost will continue to be presented in the same line items as other
employee compensation costs, unless eligible for capitalization in the Consolidated Statement of Financial Position. The other
components of net benefit costs will be presented separately from service cost as non-operating costs in the Consolidated Statement of
Earnings or Notes to the Consolidated Financial Statements. The guidance is effective January 1, 2018 with early adoption permitted.
The company will adopt the guidance as of the effective date. The guidance is primarily a change in financial statement presentation
and is not expected to have a material impact in the consolidated financial results.
In June 2016, the FASB issued guidance for credit impairment based on an expected loss model rather than an incurred loss
model. The guidance requires the consideration of all available relevant information when estimating expected credit losses, including
past events, current conditions and forecasts and their implications for expected credit losses. The guidance
9
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Notes to Consolidated Financial Statements — (continued)
is effective January 1, 2020 with a one year early adoption permitted. The company is evaluating the impact of the new guidance.
In February 2016, the FASB issued guidance which changes the accounting for leases. The guidance requires lessees to recognize
right-of-use assets and lease liabilities for most leases in the Consolidated Statement of Financial Position. The guidance makes some
changes to lessor accounting, including the elimination of the use of third-party residual value guarantee insurance in the capital lease
test, and overall aligns with the new revenue recognition guidance. The guidance also requires qualitative and quantitative disclosures
to assess the amount, timing and uncertainty of cash flows arising from leases. The guidance is effective January 1, 2019 and early
adoption is permitted. The company will adopt the guidance as of the effective date. A cross-functional implementation team has been
established which is evaluating the lease portfolio, system, process and policy change requirements. The company is currently
evaluating the impact of the new guidance on its consolidated financial results and expects it will have a material impact on the
Consolidated Statement of Financial Position. The company’s operating lease commitments were $6.9 billion at December 31, 2016.
In 2016, the use of third-party residual value guarantee insurance resulted in the company recognizing $220 million of sales-type lease
revenue that would otherwise have been recognized over the lease period as operating lease revenue.
In January 2016, the FASB issued guidance which addresses aspects of recognition, measurement, presentation and disclosure of
financial instruments. Certain equity investments will be measured at fair value with changes recognized in net income. The
amendment also simplifies the impairment test of equity investments that lack readily determinable fair value. The guidance is
effective January 1, 2018 and early adoption is not permitted except for limited provisions. The guidance is not expected to have a
material impact in the consolidated financial results.
The FASB issued guidance on the recognition of revenue from contracts with customers in May 2014 with amendments in 2015
and 2016. Revenue recognition will depict the transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or services. The guidance also requires disclosures
regarding the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with customers. The guidance
permits two methods of adoption: retrospectively to each prior reporting period presented, or retrospectively with the cumulative
effect of initially applying the guidance recognized at the date of initial application (the cumulative catch-up transition method). The
company will adopt the guidance on January 1, 2018 and apply the cumulative catch-up transition method. The transition adjustment
to be recorded to stockholders’ equity upon adoption of the new standard is not expected to be material.
Given the scope of work required to implement the recognition and disclosure requirements under the new standard, the company
began its assessment process in 2014 and has since made significant progress, including identification of changes to policy, processes,
systems and controls. This also includes the assessment of data availability and presentation necessary to meet the additional
disclosure requirements of the guidance in the Notes to the Consolidated Financial Statements.
The company expects revenue recognition for its broad portfolio of hardware, software and services offerings to remain largely
unchanged. However, the guidance is expected to change the timing of revenue recognition in certain areas, including accounting for
certain software licenses. These impacts are not expected to be material. The company expects to continue to recognize revenue for
term license (recurring license charge) software arrangements on a monthly basis over the period that the client is entitled to use the
license due to the contractual terms in these arrangements.
Since the company currently expenses sales commissions as incurred, the requirement in the new standard to capitalize certain inscope sales commissions will result in an accounting change for the company. However, the impact to the consolidated financial
statements is not expected to be material, with no impact to cash flows.
The company continues to assess all potential impacts of the guidance and given normal ongoing business dynamics, preliminary
conclusions are subject to change.
Standards Implemented
In January 2017, the FASB issued guidance which clarifies the definition of a business. The guidance provides a more robust
framework to use in determining when a set of assets and activities acquired or sold is a business. The guidance is effective January 1,
2018 and early adoption is permitted. The company adopted the guidance effective January 1, 2017, and it did not have a material
impact in the consolidated financial results.
10
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Notes to Consolidated Financial Statements — (continued)
In October 2016, the FASB issued guidance which requires an entity to recognize the income tax consequences of intra-entity
transfers of assets, other than inventory, at the time of transfer. Assets within the scope of the guidance include intellectual property
and property, plant and equipment. The guidance is effective January 1, 2018 and early adoption is permitted. The company adopted
the guidance on January 1, 2017 using the required modified retrospective method. At adoption, $95 million and $47 million were
reclassified from investments and sundry assets and prepaid expenses and other current assets, respectively into retained earnings.
Additionally, net deferred taxes of $244 million were established in deferred taxes in the Consolidated Statement of Financial
Position, resulting in a cumulative-effect net credit to retained earnings of $102 million. In January 2017, the company had one
transaction that generated a $582 million benefit to income tax expense, income from continuing operations and net income and a
benefit to both basic and diluted earnings per share of $0.62 per share for the six months ended June 30, 2017. There was no impact in
the consolidated financial results for the three months ended June 30, 2017. The ongoing impact of this guidance will be dependent on
any transaction that is within its scope.
In March 2016, the FASB issued guidance which changes the accounting for share-based payment transactions, including the
income tax consequences, classification of awards as either equity or liabilities and classification in the Consolidated Statement of
Cash Flows. The guidance was effective and adopted by the company on January 1, 2017, and it did not have a material impact in the
Consolidated Statement of Financial Position. The ongoing impact of the guidance could result in increased volatility in the provision
for income taxes and earnings per share in the Consolidated Statement of Earnings, depending on the company’s share price at
exercise or vesting of share-based awards compared to grant date, however these impacts are not expected to be material. These
impacts are recorded on a prospective basis. See note 5, “Stock-Based Compensation,” for additional information. The company
continues to estimate forfeitures in conjunction with measuring stock-based compensation cost. The guidance also requires cash
payments on behalf of employees for shares directly withheld for taxes to be presented as financing outflows in the Consolidated
Statement of Cash Flows. Prior to adoption, the company reported this activity as an operating cash outflow and as a result, prior
periods have been reclassified as required. The FASB also issued guidance in May 2017, which relates to the accounting for
modifications of share-based payment awards. The company adopted the guidance in the second quarter of 2017. The guidance had no
impact in the consolidated financial results.
In September 2015, the FASB issued guidance eliminating the requirement that an acquirer in a business combination account for
a measurement-period adjustment retrospectively. Instead, an acquirer will recognize a measurement-period adjustment during the
period in which the amount of the adjustment is determined. In addition, the portion of the amount recorded in current-period earnings
by line item that would have been recorded in previous reporting periods if the adjustment to the provisional amounts had been
recognized as of the acquisition date should be presented separately on the face of the income statement or disclosed in the notes. The
guidance was effective January 1, 2016 on a prospective basis. The guidance did not have a material impact in the consolidated
financial results.
In May 2015, the FASB issued guidance which removed the requirement to categorize within the fair value hierarchy all
investments for which fair value is measured using the net asset value per share practical expedient. The amendments also removed
the requirement to make certain disclosures for all investments that are eligible to be measured at fair value using the net asset value
per share practical expedient. Rather, those disclosures are limited to investments for which the entity has elected to measure the fair
value using that practical expedient. The guidance was effective January 1, 2016. The guidance was a change in disclosure only and
did not have an impact in the consolidated financial results.
In April 2015, the FASB issued guidance about whether a cloud computing arrangement includes a software license. If a cloud
computing arrangement includes a software license, then the customer should account for the software license element of the
arrangement consistent with the acquisition of other software licenses. If a cloud computing arrangement does not include a software
license, the customer should account for the arrangement as a services contract. All software licenses recognized under this guidance
will be accounted for consistent with other licenses of intangible assets. The guidance was effective January 1, 2016 and the company
adopted it on a prospective basis. The guidance did not have a material impact in the consolidated financial results.
3. Financial Instruments:
Fair Value Measurements
Accounting guidance defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Under this guidance, the company is required to classify
certain assets and liabilities based on the following fair value hierarchy:
11
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Notes to Consolidated Financial Statements — (continued)
x

Level 1—Quoted prices (unadjusted) in active markets for identical assets or liabilities that can be accessed at the
measurement date;

x

Level 2—Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly
or indirectly; and

x

Level 3—Unobservable inputs for the asset or liability.

The guidance requires the use of observable market data if such data is available without undue cost and effort.
When available, the company uses unadjusted quoted market prices in active markets to measure the fair value and classifies such
items as Level 1. If quoted market prices are not available, fair value is based upon internally developed models that use current
market-based or independently sourced market parameters such as interest rates and currency rates. Items valued using internally
generated models are classified according to the lowest level input or value driver that is significant to the valuation.
The determination of fair value considers various factors including interest rate yield curves and time value underlying the
financial instruments. For derivatives and debt securities, the company uses a discounted cash flow analysis using discount rates
commensurate with the duration of the instrument.
In determining the fair value of financial instruments, the company considers certain market valuation adjustments to the “base
valuations” calculated using the methodologies described below for several parameters that market participants would consider in
determining fair value:
x

Counterparty credit risk adjustments are applied to financial instruments, taking into account the actual credit risk of a
counterparty as observed in the credit default swap market to determine the true fair value of such an instrument.

x

Credit risk adjustments are applied to reflect the company’s own credit risk when valuing all liabilities measured at fair value.
The methodology is consistent with that applied in developing counterparty credit risk adjustments, but incorporates the
company’s own credit risk as observed in the credit default swap market.

As an example, the fair value of derivatives is derived utilizing a discounted cash flow model that uses observable market inputs
such as known notional value amounts, yield curves, spot and forward exchange rates as well as discount rates. These inputs relate to
liquid, heavily traded currencies with active markets which are available for the full term of the derivative.
Certain financial assets are measured at fair value on a nonrecurring basis. These assets include equity method investments that
are recognized at fair value at the measurement date to the extent that they are deemed to be other-than-temporarily impaired. Certain
assets that are measured at fair value on a recurring basis can be subject to nonrecurring fair value measurements. These assets include
available-for-sale equity investments that are deemed to be other-than-temporarily impaired. In the event of an other-than-temporary
impairment of a financial investment, fair value is measured using a model described above.
Non-financial assets such as property, plant and equipment, land, goodwill and intangible assets are also subject to nonrecurring
fair value measurements if they are deemed to be impaired. The impairment models used for nonfinancial assets depend on the type of
asset. During the six months ended June 30, 2016, a pre-tax impairment charge related to certain property, plant and equipment of
$252 million was recorded. There were no material impairments of non-financial assets for the six months ended June 30, 2017.
Accounting guidance permits the measurement of eligible financial assets, financial liabilities and firm commitments at fair value,
on an instrument-by-instrument basis, that are otherwise not permitted to be accounted for at fair value under other accounting
standards. This election is irrevocable. The company has not applied the fair value option to any eligible assets or liabilities.
The following tables present the company’s financial assets and financial liabilities that are measured at fair value on a recurring
basis at June 30, 2017 and December 31, 2016.
12
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(Dollars in millions)
At June 30, 2017

Level 1

Assets:
Cash equivalents (1)
Time deposits and certificates of deposit
Money market funds
Canadian government securities
Total
Debt securities - current (2)
Debt securities - noncurrent (3)
Available-for-sale equity investments (3)
Derivative assets (4)
Interest rate contracts
Foreign exchange contracts
Equity contracts
Total
Total assets
Liabilities:
Derivative liabilities (5)
Foreign exchange contracts
Equity contracts
Interest rate contracts
Total liabilities

$

$
$
$

Level 2

—
1,368
—
1,368
—
4
6
—
—
—
—
1,378
—
—
—
—

$

$
$
$

7,285
—
231
7,516
599
6
—
557
297
2
856
8,977
294
7
3
304

Level 3

$

$
$
$

Total

—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—

$

$
$
$

7,285
1,368
231
8,884(6)
599(6)
10
6
557
297
2
856(7)
10,355(7)
294
7
3
304(7)

(1) Included within cash and cash equivalents in the Consolidated Statement of Financial Position.
(2) U.S. government securities reported as marketable securities in the Consolidated Statement of Financial Position.
(3) Included within investments and sundry assets in the Consolidated Statement of Financial Position.
(4) The gross balances of derivative assets contained within prepaid expenses and other current assets, and investments and sundry
assets in the Consolidated Statement of Financial Position at June 30, 2017 were $207 million and $649 million, respectively.
(5) The gross balances of derivative liabilities contained within other accrued expenses and liabilities, and other liabilities in the
Consolidated Statement of Financial Position at June 30, 2017 were $298 million and $6 million, respectively.
(6) Available-for-sale securities with carrying values that approximate fair value.
(7) If derivative exposures covered by a qualifying master netting agreement had been netted in the Consolidated Statement of
Financial Position, the total derivative asset and liability positions each would have been reduced by $221 million.
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(Dollars in millions)
At December 31, 2016

Level 1

Assets:
Cash equivalents (1)
Time deposits and certificates of deposit
Money market funds
Total
Debt securities - current (2)
Debt securities - noncurrent (3)
Available-for-sale equity investments (3)
Derivative assets (4)
Interest rate contracts
Foreign exchange contracts
Equity contracts
Total
Total assets
Liabilities:
Derivative liabilities (5)
Foreign exchange contracts
Equity contracts
Interest rate contracts
Total liabilities

$

$
$
$

Level 2

—
1,204
1,204
—
1
7
—
—
—
—
1,212
—
—
—
—

$

$
$
$

3,629
—
3,629
699
6
—
555
560
11
1,126
5,460
188
10
8
206

Level 3

$

$
$
$

Total

—
—
—
—
—
—
—
—
—
—
—
—
—
—
—

$

$
$
$

3,629
1,204
4,832(6)
699(6)
8
7
555
560
11
1,126(7)
6,672(7)
188
10
8
206(7)

(1) Included within cash and cash equivalents in the Consolidated Statement of Financial Position.
(2) U.S government securities reported as marketable securities in the Consolidated Statement of Financial Position.
(3) Included within investments and sundry assets in the Consolidated Statement of Financial Position.
(4) The gross balances of derivative assets contained within prepaid expenses and other current assets, and investments and sundry
assets in the Consolidated Statement of Financial Position at December 31, 2016 were $532 million and $594 million, respectively.
(5) The gross balances of derivative liabilities contained within other accrued expenses and liabilities, and other liabilities in the
Consolidated Statement of Financial Position at December 31, 2016 were $145 million and $61 million, respectively.
(6) Available-for-sale securities with carrying values that approximate fair value.
(7) If derivative exposures covered by a qualifying master netting agreement had been netted in the Consolidated Statement of
Financial Position, the total derivative asset and liability positions each would have been reduced by $116 million.
There were no transfers between Levels 1 and 2 for the six months ended June 30, 2017 and the year ended December 31, 2016.
Financial Assets and Liabilities Not Measured at Fair Value
Short-Term Receivables and Payables
Notes and other accounts receivable and other investments are financial assets with carrying values that approximate fair value.
Accounts payable, other accrued expenses and short-term debt (excluding the current portion of long-term debt) are financial liabilities
with carrying values that approximate fair value. If measured at fair value in the financial statements, these financial instruments
would be classified as Level 3 in the fair value hierarchy, except for short-term debt, which would be classified as Level 2.
Loans and Long-term Receivables
Fair values are based on discounted future cash flows using current interest rates offered for similar loans to clients with similar
credit ratings for the same remaining maturities. At June 30, 2017 and December 31, 2016, the difference between the carrying
amount and estimated fair value for loans and long-term receivables was immaterial. If measured at fair value in the financial
statements, these financial instruments would be classified as Level 3 in the fair value hierarchy.
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Long-Term Debt
Fair value of publicly-traded long-term debt is based on quoted market prices for the identical liability when traded as an asset in
an active market. For other long-term debt for which a quoted market price is not available, an expected present value technique that
uses rates currently available to the company for debt with similar terms and remaining maturities is used to estimate fair value. The
carrying amount of long-term debt was $37,612 million and $34,655 million, and the estimated fair value was $39,756 million and
$36,838 million at June 30, 2017 and December 31, 2016, respectively. If measured at fair value in the financial statements, long-term
debt (including the current portion) would be classified as Level 2 in the fair value hierarchy.
Debt and Marketable Equity Securities
The company’s cash equivalents and current debt securities are considered available-for-sale and recorded at fair value, which is
not materially different from carrying value, in the Consolidated Statement of Financial Position.
The following tables summarize the company’s noncurrent debt and marketable equity securities which are considered availablefor-sale and recorded at fair value in the Consolidated Statement of Financial Position.
(Dollars in millions)
At June 30, 2017:

Gross
Unrealized
Gains

Adjusted
Cost

Debt securities — noncurrent(1)
Available-for-sale equity investments(1)

$
$

7
1

$
$

Gross
Unrealized
Losses

3
5

$
$

Fair
Value

—
0

$
$

10
6

(1) Included within investments and sundry assets in the Consolidated Statement of Financial Position.
(Dollars in millions)
At December 31, 2016:

Gross
Unrealized
Gains

Adjusted
Cost

Debt securities — noncurrent(1)
Available-for-sale equity investments(1)

$
$

5
3

$
$

Gross
Unrealized
Losses

3
5

$
$

Fair
Value

—
0

$
$

8
7

(1) Included within investments and sundry assets in the Consolidated Statement of Financial Position.
Sales of debt and available-for-sale equity investments during the period were as follows:
(Dollars in millions)
For the three months ended June 30:

2017

Proceeds
Gross realized gains (before taxes)
Gross realized losses (before taxes)

$

(Dollars in millions)
For the six months ended June 30:

2016

0
0
—

$

5
1
2

$

2017

Proceeds
Gross realized gains (before taxes)
Gross realized losses (before taxes)

$

1
0
0
2016

149
0
37

The after-tax net unrealized holding gains/(losses) on available-for-sale debt and equity securities that have been included in other
comprehensive income/(loss) for the period and after-tax net (gains)/losses reclassified from accumulated other comprehensive
income/(loss) to net income were as follows:
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(Dollars in millions)
For the three months ended June 30:

2017

Net unrealized gains/(losses) arising during the period
Net unrealized (gains)/losses reclassified to net income*

$

2016

2
0

$

2
1

$

1
0

*There were no writedowns for the three months ended June 30, 2017 and 2016, respectively.
(Dollars in millions)
For the six months ended June 30:

2017

Net unrealized gains/(losses) arising during the period
Net unrealized (gains)/losses reclassified to net income*

$

2016

(22)
23

* There were no writedowns for the six months ended June 30, 2017 and 2016, respectively.
The contractual maturities of substantially all available-for-sale debt securities are less than one year at June 30, 2017.
Derivative Financial Instruments
The company operates in multiple functional currencies and is a significant lender and borrower in the global markets. In the
normal course of business, the company is exposed to the impact of interest rate changes and foreign currency fluctuations, and to a
lesser extent equity and commodity price changes and client credit risk. The company limits these risks by following established risk
management policies and procedures, including the use of derivatives, and, where cost effective, financing with debt in the currencies
in which assets are denominated. For interest rate exposures, derivatives are used to better align rate movements between the interest
rates associated with the company’s lease and other financial assets and the interest rates associated with its financing debt.
Derivatives are also used to manage the related cost of debt. For foreign currency exposures, derivatives are used to better manage the
cash flow volatility arising from foreign exchange rate fluctuations.
As a result of the use of derivative instruments, the company is exposed to the risk that counterparties to derivative contracts will
fail to meet their contractual obligations. To mitigate the counterparty credit risk, the company has a policy of only entering into
contracts with carefully selected major financial institutions based upon their overall credit profile. The company’s established
policies and procedures for mitigating credit risk on principal transactions include reviewing and establishing limits for credit
exposure and continually assessing the creditworthiness of counterparties. The right of set-off that exists under certain of these
arrangements enables the legal entities of the company subject to the arrangement to net amounts due to and from the counterparty
reducing the maximum loss from credit risk in the event of counterparty default.
The company is also a party to collateral security arrangements with most of its major derivative counterparties. These
arrangements require the company to hold or post collateral (cash or U.S. Treasury securities) when the derivative fair values exceed
contractually established thresholds. Posting thresholds can be fixed or can vary based on credit default swap pricing or credit ratings
received from the major credit agencies. The aggregate fair value of all derivative instruments under these collateralized arrangements
that were in a liability position at June 30, 2017 and December 31, 2016 was $53 million and $11 million, respectively, for which no
collateral was posted at either date. Full collateralization of these agreements would be required in the event that the company’s credit
rating falls below investment grade or if its credit default swap spread exceeds 250 basis points, as applicable, pursuant to the terms of
the collateral security arrangements. The aggregate fair value of derivative instruments in asset positions as of June 30, 2017 and
December 31, 2016 was $856 million and $1,126 million, respectively. This amount represents the maximum exposure to loss at the
reporting date if the counterparties failed to perform as contracted. This exposure was reduced by $221 million and $116 million at
June 30, 2017 and December 31, 2016, respectively, of liabilities included in master netting arrangements with those counterparties.
Additionally, at June 30, 2017 and December 31, 2016, this exposure was reduced by $117 million and $141 million of cash collateral,
respectively, and $35 million of non-cash collateral in U.S. Treasury securities at December 31, 2016. There were no non-cash
collateral balances in U.S. Treasury securities at June 30, 2017. At June 30, 2017 and December 31, 2016, the net exposure related to
derivative assets recorded in the Consolidated Statement of Financial Position was $518 million and $834 million, respectively. At
June 30, 2017 and December 31, 2016, the net position related to derivative liabilities recorded in the Consolidated Statement of
Financial Position was $82 million and $90 million, respectively.
In the Consolidated Statement of Financial Position, the company does not offset derivative assets against liabilities in master
netting arrangements nor does it offset receivables or payables recognized upon payment or receipt of cash collateral against the fair
values of the related derivative instruments. No amount was recognized in other receivables at June 30, 2017 or December 31, 2016
for the right to reclaim cash collateral. The amount recognized in accounts payable for the obligation
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to return cash collateral was $117 million and $141 million at June 30, 2017 and December 31, 2016, respectively. The company
restricts the use of cash collateral received to rehypothecation, and therefore reports it in prepaid expenses and other current assets in
the Consolidated Statement of Financial Position. No amount was rehypothecated at June 30, 2017 and December 31, 2016.
The company may employ derivative instruments to hedge the volatility in stockholders’ equity resulting from changes in
currency exchange rates of significant foreign subsidiaries of the company with respect to the U.S. dollar. These instruments,
designated as net investment hedges, expose the company to liquidity risk as the derivatives have an immediate cash flow impact upon
maturity which is not offset by a cash flow from the translation of the underlying hedged equity. The company monitors this cash loss
potential on an ongoing basis and may discontinue some of these hedging relationships by de-designating or terminating the derivative
instrument in order to manage the liquidity risk. Although not designated as accounting hedges, the company may utilize derivatives
to offset the changes in the fair value of the de-designated instruments from the date of de-designation until maturity.
In its hedging programs, the company uses forward contracts, futures contracts, interest-rate swaps, cross-currency swaps, and
options depending upon the underlying exposure. The company is not a party to leveraged derivative instruments.
A brief description of the major hedging programs, categorized by underlying risk, follows.
Interest Rate Risk
Fixed and Variable Rate Borrowings
The company issues debt in the global capital markets to fund its operations and financing business. Access to cost-effective
financing can result in interest rate mismatches with the underlying assets. To manage these mismatches and to reduce overall interest
cost, the company uses interest-rate swaps to convert specific fixed-rate debt issuances into variable-rate debt (i.e., fair value hedges)
and to convert specific variable-rate debt issuances into fixed-rate debt (i.e., cash flow hedges). At June 30, 2017 and December 31,
2016, the total notional amount of the company’s interest rate swaps was $7.3 billion at both periods. The weighted-average remaining
maturity of these instruments at June 30, 2017 and December 31, 2016 was approximately 5.7 years and 6.2 years, respectively.
Forecasted Debt Issuance
The company is exposed to interest rate volatility on future debt issuances. To manage this risk, the company may use forward
starting interest-rate swaps to lock in the rate on the interest payments related to the forecasted debt issuance. These swaps are
accounted for as cash flow hedges. The company did not have any derivative instruments relating to this program outstanding at
June 30, 2017 and December 31, 2016.
At June 30, 2017 and December 31, 2016, net gains of less than $1 million (before taxes), respectively, were recorded in
accumulated other comprehensive income/(loss) in connection with cash flow hedges of the company’s borrowings. Within these
amounts, less than $1 million of gains, respectively, are expected to be reclassified to net income within the next 12 months, providing
an offsetting economic impact against the underlying transactions.
Foreign Exchange Risk
Long-Term Investments in Foreign Subsidiaries (Net Investment)
A large portion of the company’s foreign currency denominated debt portfolio is designated as a hedge of net investment in
foreign subsidiaries to reduce the volatility in stockholders’ equity caused by changes in foreign currency exchange rates in the
functional currency of major foreign subsidiaries with respect to the U.S. dollar. The company also uses cross-currency swaps and
foreign exchange forward contracts for this risk management purpose. At June 30, 2017 and December 31, 2016, the total notional
amount of derivative instruments designated as net investment hedges was $6.9 billion and $6.7 billion, respectively. At June 30, 2017
and December 31, 2016, the weighted-average remaining maturity of these instruments was approximately 0.2 years at both periods.
Anticipated Royalties and Cost Transactions
The company’s operations generate significant nonfunctional currency, third-party vendor payments and intercompany payments
for royalties and goods and services among the company’s non-U.S. subsidiaries and with the company. In
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anticipation of these foreign currency cash flows and in view of the volatility of the currency markets, the company selectively
employs foreign exchange forward contracts to manage its currency risk. These forward contracts are accounted for as cash flow
hedges. The maximum length of time over which the company has hedged its exposure to the variability in future cash flows is four
years. At June 30, 2017 and December 31, 2016, the total notional amount of forward contracts designated as cash flow hedges of
forecasted royalty and cost transactions was $8.0 billion and $8.3 billion, respectively. The weighted-average remaining maturity of
these instruments at June 30, 2017 and December 31, 2016 was 0.7 years at both periods.
At June 30, 2017 and December 31, 2016, in connection with cash flow hedges of anticipated royalties and cost transactions, the
company recorded net gains of $82 million and $462 million (before taxes), respectively, in accumulated other comprehensive
income/(loss). Within these amounts, $17 million of losses and $397 million of gains, respectively, are expected to be reclassified to
net income within the next 12 months, providing an offsetting economic impact against the underlying anticipated transactions.
Foreign Currency Denominated Borrowings
The company is exposed to exchange rate volatility on foreign currency denominated debt. To manage this risk, the company
employs cross-currency swaps to convert fixed-rate foreign currency denominated debt to fixed-rate debt denominated in the
functional currency of the borrowing entity. These swaps are accounted for as cash flow hedges. The maximum length of time over
which the company has hedged its exposure to the variability in future cash flows is approximately nine years. At June 30, 2017 and
December 31, 2016, the total notional amount of cross-currency swaps designated as cash flow hedges of foreign currency
denominated debt was $1.4 billion at both periods.
At June 30, 2017 and December 31, 2016, in connection with cash flow hedges of foreign currency denominated borrowings, the
company recorded net gains of $7 million and net gains of $29 million (before taxes), respectively, in accumulated other
comprehensive income/(loss). Within these amounts, $30 million of gains and $27 million of gains, respectively, are expected to be
reclassified to net income within the next 12 months, providing an offsetting economic impact against the underlying exposure.
Subsidiary Cash and Foreign Currency Asset/Liability Management
The company uses its Global Treasury Centers to manage the cash of its subsidiaries. These centers principally use currency
swaps to convert cash flows in a cost-effective manner. In addition, the company uses foreign exchange forward contracts to
economically hedge, on a net basis, the foreign currency exposure of a portion of the company’s nonfunctional currency assets and
liabilities. The terms of these forward and swap contracts are generally less than one year. The changes in the fair values of these
contracts and of the underlying hedged exposures are generally offsetting and are recorded in other (income) and expense in the
Consolidated Statement of Earnings. At June 30, 2017 and December 31, 2016, the total notional amount of derivative instruments in
economic hedges of foreign currency exposure was $8.9 billion and $12.7 billion, respectively.
Equity Risk Management
The company is exposed to market price changes in certain broad market indices and in the company’s own stock primarily
related to certain obligations to employees. Changes in the overall value of these employee compensation obligations are recorded in
selling, general and administrative (SG&A) expense in the Consolidated Statement of Earnings. Although not designated as
accounting hedges, the company utilizes derivatives, including equity swaps and futures, to economically hedge the exposures related
to its employee compensation obligations. The derivatives are linked to the total return on certain broad market indices or the total
return on the company’s common stock, and are recorded at fair value with gains or losses also reported in SG&A expense in the
Consolidated Statement of Earnings. At June 30, 2017 and December 31, 2016, the total notional amount of derivative instruments in
economic hedges of these compensation obligations was $1.2 billion at both periods.
Other Risks
The company may hold warrants to purchase shares of common stock in connection with various investments that are deemed
derivatives because they contain net share or net cash settlement provisions. The company records the changes in the fair value of
these warrants in other (income) and expense in the Consolidated Statement of Earnings. The company did not have any warrants
qualifying as derivatives outstanding at June 30, 2017 and December 31, 2016.
18

Table of Contents
Notes to Consolidated Financial Statements — (continued)
The company is exposed to a potential loss if a client fails to pay amounts due under contractual terms. The company may utilize
credit default swaps to economically hedge its credit exposures. The swaps are recorded at fair value with gains and losses reported in
other (income) and expense in the Consolidated Statement of Earnings. The company did not have any derivative instruments relating
to this program outstanding at June 30, 2017 and December 31, 2016.
The company is exposed to market volatility on certain investment securities. The company may utilize options or forwards to
economically hedge its market exposure. The derivatives are recorded at fair value with gains and losses reported in other (income)
and expense in the Consolidated Statement of Earnings. At June 30, 2017 and December 31, 2016, the company did not have any
derivative instruments relating to this program outstanding.
The following tables provide a quantitative summary of the derivative and non-derivative instrument-related risk management
activity as of June 30, 2017 and December 31, 2016, as well as for the three and six months ended June 30, 2017 and 2016,
respectively.
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Fair Values of Derivative Instruments in the Consolidated Statement of Financial Position
As of June 30, 2017 and December 31, 2016

(Dollars in millions)

Designated as hedging
instruments:
Interest rate contracts:

Foreign exchange
contracts:

Not designated as
hedging
instruments:
Foreign exchange
contracts:
Equity contracts:

Total Derivatives

Fair Value of Derivative Assets
Balance Sheet
Classification
6/30/2017

Prepaid expenses and
other current assets
Investments and sundry
assets
Prepaid expenses and
other current assets
Investments and sundry
assets
Fair value of derivative
assets

Prepaid expenses and
other current assets
Investments and sundry
assets
Prepaid expenses and
other current assets
Investments and sundry
assets
Fair value of derivative
assets

$

$

—

555

555

155

421

94

17

Other accrued expenses
and liabilities

$

805

$

993

$

48

$

100

Other accrued expenses
and liabilities

$
$

—

22

2

11

—

—

51
856

$
$

N/A
N/A
N/A
$

856

N/A - not applicable
20

133
1,126

N/A
N/A
N/A
$

1,126

$

Other liabilities
Other accrued expenses
and liabilities
Other liabilities
Fair value of derivative
liabilities

Total debt designated
as hedging
instruments:
Short-term debt
Long-term debt

Total

2

12/31/2016

Fair Value of Derivative Liabilities
Balance Sheet
Classification
6/30/2017
12/31/2016

—

$

—

3

8

257

46

3

35

$

263

$

89

$

34

$

89

Other liabilities
Other accrued expenses
and liabilities

—

18

7

10

Other liabilities
Fair value of derivative
liabilities

—

—

$
$

41
304

$
$

117
206

378
10,683
$ 11,061

$
$

1,125
7,844
8,969

$ 11,365

$

9,175

$
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The Effect of Derivative Instruments in the Consolidated Statement of Earnings
For the three months ended June 30, 2017 and 2016
Consolidated
Statement of
Earnings Line Item

(Dollars in millions)
For the three months ended June 30:

Derivative instruments in fair value hedges
(1) (5):
Interest rate contracts
Derivative instruments not designated as
hedging instruments:
Foreign exchange contracts
Interest rate contracts

Gain (Loss) Recognized in Earnings
Recognized on
Derivatives
2017
2016

Cost of financing
Interest expense

$

Other (income) and expense
Other (income) and expense

Equity contracts

SG&A expense
Other (income) and expense

Total

$

42
36

$

77
88

Attributable to Risk
Being Hedged(2)
2017
2016

$

(22) $
(19)

(55)
(63)

185

184

N/A

N/A

—
11
—
275

0
21
0
370

N/A
N/A
N/A
(41) $

N/A
N/A
N/A
(118)

$

$

Gain (Loss) Recognized in Earnings and Other Comprehensive Income
(Dollars in millions)
For the three months
ended June 30:

Derivative instruments in
cash flow hedges:
Interest rate contracts
Foreign exchange contracts

Instruments in net
investment hedges(4):
Foreign exchange contracts
Total

Effective Portion
Recognized in OCI
2017
2016

$

— $
(96)

Consolidated
Statement of
Earnings Line Item

— Interest expense
9 Other (income) and expense
Cost of sales*
Cost of services*
SG&A expense

(724)
(247) Interest expense
$ (820) $ (238)

Effective Portion Reclassified
from AOCI
2017
2016

$

$

Ineffectiveness and
Amounts Excluded from
Effectiveness Testing(3)
2017
2016

(7) $
146
10
18
8

(7) $
(75)
(8)
(5)
(7)

— $
2
—
—
—

—
(1)
—
—
—

—
176 $

—
(102) $

7
9 $

16
15

* Reclassified to conform to 2017 presentation
N/A - not applicable
Note: OCI represents other comprehensive income/(loss) in the Consolidated Statement of Comprehensive Income and AOCI
represents accumulated other comprehensive income/(loss) in the Consolidated Statement of Changes in Equity.
(1) The amount includes changes in clean fair values of the derivative instruments in fair value hedging relationships and the periodic
accrual for coupon payments required under these derivative contracts.
(2) The amount includes basis adjustments to the carrying value of the hedged item recorded during the period and amortization of
basis adjustments recorded on de-designated hedging relationships during the period.
(3) The amount of gain/(loss) recognized in income represents ineffectiveness on hedge relationships.
(4) Instruments in net investment hedges include derivative and non-derivative instruments.
(5) For the three month periods ended June 30, 2017 and 2016, fair value hedges resulted in a loss of less than $1 million and a gain
of $1 million in ineffectiveness, respectively.
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The Effect of Derivative Instruments in the Consolidated Statement of Earnings
For the six months ended June 30, 2017 and 2016
Consolidated
Statement of
Earnings Line Item

(Dollars in millions)
For the six months ended June 30:

Derivative instruments in fair value hedges
(1)(5):
Interest rate contracts
Derivative instruments not designated as
hedging instruments:
Foreign exchange contracts
Interest rate contracts
Equity contracts

Gain (Loss) Recognized in Earnings
Recognized on
Derivatives
2017
2016

Cost of financing
Interest expense

$

Other (income) and expense
Other (income) and expense
SG&A expense
Other (income) and expense

Total

$

41
35

$

213
236

Attributable to Risk
Being Hedged(2)
2017
2016

$

1
1

$

(166)
(184)

108

305

N/A

N/A

—
58
—
243

0
43
(1)
796 $

N/A
N/A
N/A
1

N/A
N/A
N/A
(350)

$

$

Gain (Loss) Recognized in Earnings and Other Comprehensive Income
(Dollars in millions)
For the six months
ended June 30:

Derivative instruments in
cash flow hedges:
Interest rate contracts
Foreign exchange contracts

Instruments in net
investment hedges(4):
Foreign exchange contracts
Total

Effective Portion
Recognized in OCI
2017
2016

$

Consolidated
Statement of
Earnings Line Item

— $
— Interest expense
(128)
(256) Other (income) and expense
Cost of sales*
Cost of services*
SG&A expense

(1,006)
(940) Interest expense
$ (1,134) $ (1,197)

Effective Portion Reclassified
from AOCI
2017
2016

$

$

Ineffectiveness and
Amounts Excluded from
Effectiveness Testing(3)
2017
2016

(14) $
211
22
27
29

(9) $
12
1
(11)
(3)

— $
3
—
—
—

—
0
—
—
—

—
274 $

—
(11) $

27
29 $

26
26

* Reclassified to conform to 2017 presentation.
N/A-not applicable
Note: OCI represents Other comprehensive income/(loss) in the Consolidated Statement of Comprehensive Income and AOCI
represents Accumulated other comprehensive income/(loss) in the Consolidated Statement of Changes in Equity.
(1) The amount includes changes in clean fair values of the derivative instruments in fair value hedging relationships and the periodic
accrual for coupon payments required under these derivative contracts.
(2) The amount includes basis adjustments to the carrying value of the hedged item recorded during the period and amortization of
basis adjustments recorded on de-designated hedging relationships during the period.
(3) The amount of gain/(loss) recognized in income represents ineffectiveness on hedge relationships.
(4) Instruments in net investment hedges include derivative and non-derivative instruments.
(5) For the six month periods ended June 30, 2017 and 2016, fair value hedges resulted in a loss of less than $1 million and a gain of
$3 million in ineffectiveness, respectively.
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For the three and six months ending June 30, 2017 and 2016, there were no significant gains or losses excluded from the
assessment of hedge effectiveness (for fair value hedges), or associated with an underlying exposure that did not or was not expected
to occur (for cash flow hedges); nor are there any anticipated in the normal course of business.
4. Financing Receivables: The following table presents financing receivables, net of allowances for credit losses, including residual
values.
At June 30,
2017

(Dollars in millions)

Current:
Net investment in sales-type and direct financing leases
Commercial financing receivables
Client loan and installment payment receivables (loans)
Total
Noncurrent:
Net investment in sales-type and direct financing leases
Client loan and installment payment receivables (loans)
Total

$
$
$
$

At December 31,
2016

2,846
8,178
6,539
17,563

$

3,627
4,669
8,296

$

$

$

2,909
9,706
6,390
19,006
3,950
5,071
9,021

Net investment in sales-type and direct financing leases relates principally to the company’s Systems products and are for terms
ranging generally from two to six years. Net investment in sales-type and direct financing leases includes unguaranteed residual values
of $570 million and $585 million at June 30, 2017 and December 31, 2016, respectively, and is reflected net of unearned income of
$475 million and $513 million, and net of allowance for credit losses of $121 million and $133 million at those dates, respectively.
Commercial financing receivables, net of allowance for credit losses of $26 million and $28 million at June 30, 2017 and
December 31, 2016, respectively, relate primarily to inventory and accounts receivable financing for dealers and remarketers of IBM
and OEM products. Payment terms for inventory and accounts receivable financing generally range from 30 to 90 days.
Client loan and installment payment receivables (loans), net of allowance for credit losses of $246 million and $276 million at
June 30, 2017 and December 31, 2016, respectively, are loans that are provided primarily to clients to finance the purchase of
hardware, software and services. Payment terms on these financing arrangements are generally for terms up to seven years.
Client loan and installment payment financing contracts are priced independently at competitive market rates. The company has a
history of enforcing the terms of these financing agreements.
The company utilizes certain of its financing receivables as collateral for nonrecourse borrowings. Financing receivables pledged
as collateral for borrowings were $737 million and $689 million at June 30, 2017 and December 31, 2016, respectively.
The company did not have any financing receivables held for sale as of June 30, 2017 and December 31, 2016.
Financing Receivables by Portfolio Segment
The following tables present financing receivables on a gross basis, excluding the allowance for credit losses and residual value,
by portfolio segment and by class, excluding commercial financing receivables and other miscellaneous financing receivables at
June 30, 2017 and December 31, 2016. The company determines its allowance for credit losses based on two portfolio segments: lease
receivables and loan receivables, and further segments the portfolio into three classes: Americas, Europe/Middle East/Africa (EMEA),
and Asia Pacific. This portfolio segmentation was changed from growth markets and major markets in 2017 as the company no longer
manages the business under those market delineations. There was no impact to segment reporting or the company’s Consolidated
Financial Statements.
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(Dollars in millions)
At June 30, 2017

Financing receivables
Lease receivables
Loan receivables
Ending balance
Collectively evaluated for impairment
Individually evaluated for impairment
Allowance for credit losses
Beginning balance at January 1, 2017
Lease receivables
Loan receivables
Total
Write-offs
Recoveries
Provision
Other
Ending balance at June 30, 2017
Lease receivables
Loan receivables
Collectively evaluated for impairment
Individually evaluated for impairment

Americas

$

Collectively evaluated for impairment
Individually evaluated for impairment

3,442
6,014
9,456
9,284
173

$
$
$
$

$
$
$
$

Asia Pacific

1,202
3,101
4,303
4,272
31

$
$
$

54
169
223
(11)
0
13
(1)
224
69
154

$
$
$

4
18
22
0
0
9
4
35
4
31

$
$

62
162

$
$

14
21

$
$

(Dollars in millions)
At December 31, 2016:*

Financing receivables:
Lease receivables
Loan receivables
Ending balance
Collectively evaluated for impairment
Individually evaluated for impairment
Allowance for credit losses
Beginning balance at January 1, 2016
Lease receivables
Loan receivables
Total
Write-offs
Recoveries
Provision
Other
Ending balance at December 31, 2016
Lease receivables
Loan receivables

EMEA

$
$
$

Americas

$

$

$
$
$

52
122
175
(36)
2
65
17
223
54
169

$
$

62
161

$
$

$
$
$
$

$
$
$
$
$

1,302
2,340
3,642
3,541
100

$
$
$

76
89
165
(59)
0
(4)
7
109
48
61

$
$

15
94

$
$

EMEA

3,830
6,185
10,015
9,847
168

$
$
$

$

Total

$
$
$

1,171
3,309
4,480
4,460
20

$
$
$
$
$

1,335
2,243
3,578
3,419
159

$
$
$

$
$
$

143
200
343
(154)
0
(6)
(18)
165
76
89

$
$

13
9

$
$

15
150

$
$

5,946
11,455
17,401
17,097
304

$

$
$
$

133
276
410
(70)
0
17
10
368
121
246

$
$

91
277

$
$

Asia Pacific

17
55
72
(48)
0
(1)
(1)
22
4
18

$
$

$

Total

$
$
$
$
$

6,336
11,737
18,073
17,726
347

$
$
$

213
377
590
(237)
2
58
(3)
410
133
276

$
$

90
320

$
$

* Reclassified to conform to 2017 presentation.
When determining the allowances, financing receivables are evaluated either on an individual or a collective basis. For
individually evaluated receivables, the company determines the expected cash flow for the receivable and calculates an estimate of the
potential loss and the probability of loss. For those accounts in which the loss is probable, the company records a specific reserve. In
addition, the company records an unallocated reserve that is determined by applying a reserve rate to its different portfolios, excluding
accounts that have been specifically reserved. This reserve rate is based upon credit rating, probability of default, term, characteristics
(lease/loan) and loss history.
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Financing Receivables on Non-Accrual Status
The following table presents the recorded investment in financing receivables which were on non-accrual status at June 30, 2017
and December 31, 2016.
At June 30,
2017

(Dollars in millions)

Americas
EMEA
Asia Pacific
Total lease receivables

$

24
2
9
35

$

Americas
EMEA
Asia Pacific
Total loan receivables

$

Total receivables

At December 31,
2016*

$

23
2
14
40

$

$

118
52
7
177

$
$

128
5
12
145

$

211

$

185

* Reclassified to conform to 2017 presentation.
Impaired Receivables
The company considers any receivable with an individually evaluated reserve as an impaired receivable. Depending on the level
of impairment, receivables will also be placed on non-accrual status.
The following tables present impaired receivables. This presentation now includes both loan and lease receivables.
At June 30, 2017
Recorded
Related
Investment
Allowance

(Dollars in millions)

Americas
EMEA
Asia Pacific
Total

$

173
31
100
304

$

$
$

162
21
94
277

At December 31, 2016*
Recorded
Related
Investment
Allowance

$
$

168
20
159
347

$
$

161
9
150
320

* Reclassified to conform to 2017 presentation.
Average
Recorded
Investment

(Dollars in millions)
For the three months ended June 30, 2017:

Americas
EMEA
Asia Pacific
Total

$
$

176
28
132
336

$

Americas
EMEA
Asia Pacific
Total

$
$

* Reclassified to conform to 2017 presentation.
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163
71
324
557

0
0
0
0

$

Average
Recorded
Investment

(Dollars in millions)
For the three months ended June 30, 2016:*

Interest
Income
Recognized on
Cash Basis

Interest
Income
Recognized

$
$

Interest
Income
Recognized on
Cash Basis

Interest
Income
Recognized

$
$

—
—
—
—

0
0
0
0

$
$

—
—
—
—
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Average
Recorded
Investment

(Dollars in millions)
For the six months ended June 30, 2017:

Americas
EMEA
Asia Pacific
Total

$

173
25
141
339

$

$

Americas
EMEA
Asia Pacific
Total

$

$

$

Interest
Income
Recognized on
Cash Basis

0
0
0
0

$

—
—
—
—

$

Interest
Income
Recognized

149
69
333
551

$

0
0
0
0

$

Average
Recorded
Investment

(Dollars in millions)
For the six months ended June 30, 2016:*

Interest
Income
Recognized on
Cash Basis

Interest
Income
Recognized

$

—
—
—
—

$

* Reclassified to conform to 2017 presentation.
Credit Quality Indicators
The company’s credit quality indicators, which are based on rating agency data, publicly available information and information
provided by customers, are reviewed periodically based on the relative level of risk. The resulting indicators are a numerical rating
system that maps to Moody’s Investors Service credit ratings as shown below. The company uses information provided by Moody’s,
where available, as one of many inputs in its determination of customer credit ratings.
The following tables present the net recorded investment for each class of receivables, by credit quality indicator, at June 30, 2017
and December 31, 2016. Receivables with a credit quality indicator ranging from Aaa to Baa3 are considered investment grade. All
others are considered non-investment grade. The credit quality indicators do not reflect mitigation actions that the company takes to
transfer credit risk to third parties.
Lease Receivables
(Dollars in millions)
At June 30, 2017:

Credit Ratings:
Aaa — Aa3
A1 — A3
Baa1 — Baa3
Ba1 — Ba2
Ba3 — B1
B2 — B3
Caa — D
Total

Americas

$

$

356
724
728
710
474
326
56
3,373

Loan Receivables
Asia
Pacific

EMEA

$

$

56
103
358
386
201
82
12
1,198

$

$

66
511
333
186
84
58
16
1,254

Americas

$

$

619
1,258
1,264
1,233
823
566
97
5,859

Asia
Pacific

EMEA

$

$

143
265
919
989
514
210
30
3,070

$

$

119
929
605
338
153
105
30
2,279

At June 30, 2017, the industries which made up Global Financing’s receivables portfolio consisted of: Financial (34 percent),
Government (15 percent), Manufacturing (14 percent), Services (11 percent), Retail (8 percent), Communications (7 percent),
Healthcare (6 percent) and Other (5 percent).
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Lease Receivables
(Dollars in millions)
At December 31, 2016:*

Americas

Credit Ratings:
Aaa — Aa3
A1 — A3
Baa1 — Baa3
Ba1 — Ba2
Ba3 — B1
B2 — B3
Caa — D
Total

$

$

447
782
772
822
574
297
83
3,776

Loan Receivables
Asia
Pacific

EMEA

$

$

51
113
366
350
208
71
9
1,167

$

$

Americas

53
486
330
185
106
84
15
1,259

$

$

712
1,246
1,230
1,309
914
472
133
6,016

Asia
Pacific

EMEA

$

$

143
318
1,032
987
585
201
25
3,291

$

$

90
832
565
316
182
143
25
2,154

* Reclassified to conform to 2017 presentation.
At December 31, 2016, the industries which made up Global Financing’s receivables portfolio consisted of: Financial (34
percent), Government (14 percent), Manufacturing (13 percent), Services (12 percent), Retail (8 percent), Communications (7
percent), Healthcare (6 percent) and Other (6 percent).
Past Due Financing Receivables

(Dollars in millions)
At June 30, 2017:

Americas
EMEA
Asia Pacific
Total lease receivables
Americas
EMEA
Asia Pacific
Total loan receivables
Total

Fully
Reserved
Financing
Receivables

Total
Past Due
> 90 days (1)

$
$
$
$
$

21
7
7
35
31
17
6
55
89

$
$
$
$
$

19
9
40
68
96
16
55
167
235

<90 Days
or Unbilled
Financing
Receivables

$
$
$
$
$

3,402
1,186
1,255
5,844
5,886
3,068
2,279
11,233
17,077

Total
Financing
Receivables

$
$
$
$
$

3,442
1,202
1,302
5,946
6,014
3,101
2,340
11,455
17,401

Recorded
Investment
> 90 Days and
Accruing (2)

$
$
$
$
$

112
12
12
136
145
30
10
184
320

(1) Only the portion of a financing receivable which is greater than 90 days past due, excluding amounts that are fully reserved.
(2) At a contract level, which includes total billed and unbilled amounts for aged financing receivables greater than 90 days.

(Dollars in millions)
At December 31, 2016:*

Americas
EMEA
Asia Pacific
Total lease receivables
Americas
EMEA
Asia Pacific
Total loan receivables
Total

Fully
Reserved
Financing
Receivables

Total
Past Due
> 90 days (1)

$
$
$
$
$

17
2
12
31
19
5
6
31
62

$
$
$
$
$

20
10
59
89
90
5
87
182
271

<90 Days
or Unbilled
Financing
Receivables

$
$
$
$
$

3,793
1,159
1,264
6,216
6,075
3,299
2,150
11,524
17,740

Total
Financing
Receivables

$
$
$
$
$

3,830
1,171
1,335
6,336
6,185
3,309
2,243
11,737
18,073

Recorded
Investment
> 90 Days and
Accruing (2)

$
$
$
$
$

(1) Only the portion of a financing receivable which is greater than 90 days past due, excluding amounts that are fully reserved.
(2) At a contract level, which includes total billed and unbilled amounts for aged financing receivables greater than 90 days.
* Reclassified to conform to 2017 presentation.
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Troubled Debt Restructurings
The company did not have any significant troubled debt restructurings during the six months ended June 30, 2017 or for the year
ended December 31, 2016.
5. Stock-Based Compensation: Stock-based compensation cost is measured at grant date, based on the fair value of the award, and is
recognized over the employee requisite service period. The following table presents total stock-based compensation cost included in
income from continuing operations.
Three Months Ended June 30,
2017
2016

(Dollars in millions)

Cost
Selling, general and administrative
Research, development and engineering
Pre-tax stock-based compensation cost
Income tax benefits
Total net stock-based compensation cost

$

23 $
98
15
136
(38)
97 $

$

Six Months Ended June 30,
2017
2016

23 $
91
14
128
(42)
86 $

46 $
189
29
265
(86)
178 $

44
190
27
261
(84)
176

Pre-tax stock-based compensation cost for the three months ended June 30, 2017 increased $8 million compared to the
corresponding period in the prior year. This was due to increases related to restricted stock units ($8 million) and performance share
units ($7 million) partially offset by the conversion of stock-based awards previously issued by acquired entities ($7 million).
Pre-tax stock-based compensation cost for the six months ended June 30, 2017 increased $4 million compared to the
corresponding period in the prior year. This was due to increases related to restricted stock units ($24 million), partially offset by
decreases in the conversion of stock-based awards previously issued by acquired entities ($13 million) and performance share units
($7 million).
Income tax benefits of $38 million and $86 million for the three and six months ended June 30, 2017 include a charge of $4
million and a benefit of $4 million, respectively, which resulted from the implementation of the new FASB guidance for share-based
payment transactions. Refer to note 2, “Accounting Changes,” for additional information.
As of June 30, 2017, the total unrecognized compensation cost of $1,057 million related to non-vested awards was expected to be
recognized over a weighted-average period of approximately 2.7 years.
There was no significant capitalized stock-based compensation cost at June 30, 2017 and 2016.
6. Segments: The tables on pages 29 and 30 reflect the results of continuing operations of the company’s segments consistent with the
management and measurement system utilized within the company. Performance measurement is based on operating pre-tax income
from continuing operations. The segments represent components of the company for which separate financial information is available
that is utilized on a regular basis by the chief operating decision maker (the chief executive officer) in determining how to allocate
resources and evaluate performance.
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SEGMENT INFORMATION
Cognitive Solutions &
Industry Services
Cognitive
Solutions

(Dollars in millions)

For the three months ended
June 30, 2017:
External revenue
Internal revenue
Total revenue
Pre-tax income from continuing
operations
Revenue year-to-year change
Pre-tax income year-to-year
change
Pre-tax income margin
For the three months ended
June 30, 2016:
External revenue
Internal revenue
Total revenue
Pre-tax income from continuing
operations

$
$
$

4,559
655
5,214

$
$

1,615 $
(1.0)%
11.3%
31.0%

$

Technology
Services &
Cloud
Platforms

Global
Business
Services

4,097
93
4,190

8,406
173
8,579

$

1,747
177
1,924

$

$

415
290
705

$

Total
Segments

$
$

19,224
1,388
20,612

1,009 $
(4.8)%

74 $
(10.8)%

282 $
(23.9)%

3,302
(5.1)%

(32.5)%
7.7%

(21.1)%
11.8%

(67.5)%
3.9%

(39.6)%
40.0%

(15.4)%
16.0%

$

$
$

1,950
206
2,156

$

$

8,857
156
9,013

$

1,279

$

229

$

$

$

4,255
103
4,359

$

1,451

$

476

27.5%

$

321 $
(3.9)%

4,675
594
5,269

Pre-tax income margin

$

Global
Financing

Systems

10.9%

14.2%

$

$

424
502
926

$

20,162
1,561
21,723

$

467

$

3,901

10.6%

50.5%

Reconciliations to IBM as Reported:
(Dollars in millions)
For the three months ended June 30:

2017

Revenue:
Total reportable segments
Eliminations of internal transactions
Other revenue
Total consolidated revenue

$
$

Pre-tax income from continuing operations:
Total reportable segments
Amortization of acquired intangible assets
Acquisition-related (charges)/income
Non-operating retirement-related (costs)/income
Eliminations of internal transactions
Unallocated corporate amounts
Total pre-tax income from continuing operations

$

$
29

2016

20,612 $
(1,388)
65
19,289 $

21,723
(1,561)
76
20,238

3,302 $
(243)
(6)
(381)
(161)
(67)
2,443 $

3,901
(265)
(23)
(163)
(334)
(67)
3,049

18.0%
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SEGMENT INFORMATION
Cognitive Solutions &
Industry Services
Cognitive
Solutions

(Dollars in millions)

For the six months ended
June 30, 2017:
External revenue
Internal revenue
Total revenue
Pre-tax income from continuing
operations
Revenue year-to-year change
Pre-tax income year-to-year
change
Pre-tax income margin
For the six months ended
June 30, 2016:
External revenue
Internal revenue
Total revenue
Pre-tax income from continuing
operations

$
$
$

$

8,621
1,371
9,992

$
$

8,103
179
8,282

$
$

16,622
333
16,955

Global
Financing

Systems

$

3,142
344
3,486

$

$

819
653
1,473

$

Total
Segments

$
$

37,307
2,881
40,188

2,889 $
0.8%

612 $
(3.7)%

1,696 $
(3.7)%

(112) $
(13.8)%

593 $
(19.1)%

5,679
(4.3)%

17.2%
28.9%

(8.0)%
7.4%

10.3%
10.0%

nm%
(3.2)%

(30.5)%
40.3%

(1.0)%
14.1%

$

$

8,654
1,262
9,916

$

2,465

Pre-tax income margin

Technology
Services &
Cloud
Platforms

Global
Business
Services

24.9%

$

$

8,387
216
8,603

$

665
7.7%

$

$

17,280
321
17,602

$

$

3,626
418
4,044

$

1,537

$

218

8.7%

$

$

834
988
1,822

$

38,781
3,206
41,987

$

853

$

5,739

5.4%

46.8%

nm - not meaningful
Reconciliations to IBM as Reported:
(Dollars in millions)
For the six months ended June 30:

2017

Revenue:
Total reportable segments
Eliminations of internal transactions
Other revenue
Total consolidated revenue
Pre-tax income from continuing operations:
Total reportable segments
Amortization of acquired intangible assets
Acquisition-related (charges)/income
Non-operating retirement-related (costs)/income
Eliminations of internal transactions
Unallocated corporate amounts
Total pre-tax income from continuing operations

$
$
$

$
30

2016

40,188 $
(2,881)
136
37,443 $

41,987
(3,206)
142
38,923

5,679 $
(493)
(19)
(759)
(388)
(154)
3,867 $

5,739
(477)
3
(306)
(689)
(189)
4,082

13.7%
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7. Equity Activity:
Reclassifications and Taxes Related to Items of Other Comprehensive Income
(Dollars in millions)
For the three months ended June 30, 2017:

Before Tax
Amount

Other comprehensive income/(loss):
Foreign currency translation adjustments
Net changes related to available-for-sale securities:
Unrealized gains/(losses) arising during the period
Reclassification of (gains)/losses to other (income) and expense
Total net changes related to available-for-sale securities
Unrealized gains/(losses) on cash flow hedges:
Unrealized gains/(losses) arising during the period
Reclassification of (gains)/losses to:
Cost of sales
Cost of services
SG&A expense
Other (income) and expense
Interest expense
Total unrealized gains/(losses) on cash flow hedges
Retirement-related benefit plans(1):
Prior service costs/(credits)
Net (losses)/gains arising during the period
Curtailments and settlements
Amortization of prior service (credits)/costs
Amortization of net (gains)/losses
Total retirement-related benefit plans
Other comprehensive income/(loss)

$
$
$

Tax (Expense)/
Benefit

(38) $
4
0
3

$
$

$

(96) $

$
$

$
$

278

Net of Tax
Amount

$

240

(1) $
0
(1) $

2
0
2

24

$

(71)

(10)
(18)
(8)
(146)
7
(272) $

3
7
2
56
(3)
90 $

(8)
(11)
(6)
(90)
4
(183)

— $
44
3
(22)
713
738 $
432 $

— $
(17)
(1)
8
(268)
(278) $
88 $

—
27
2
(14)
445
461
520

(1) These AOCI components are included in the computation of net periodic pension cost. (See note 8, “Retirement-Related
Benefits,” for additional information.)
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Reclassifications and Taxes Related to Items of Other Comprehensive Income
(Dollars in millions)
For the three months ended June 30, 2016:

Before Tax
Amount

Other comprehensive income/(loss):
Foreign currency translation adjustments
Net changes related to available-for-sale securities:
Unrealized gains/(losses) arising during the period
Reclassification of (gains)/losses to other (income) and expense
Total net changes related to available-for-sale securities
Unrealized gains/(losses) on cash flow hedges:
Unrealized gains/(losses) arising during the period
Reclassification of (gains)/losses to:
Cost of sales*
Cost of services*
SG&A expense
Other (income) and expense
Interest expense
Total unrealized gains/(losses) on cash flow hedges
Retirement-related benefit plans(1):
Net (losses)/gains arising during the period
Curtailments and settlements
Amortization of prior service (credits)/costs
Amortization of net (gains)/losses
Total retirement-related benefit plans
Other comprehensive income/(loss)

Tax (Expense)/
Benefit

Net of Tax
Amount

$

(248) $

95

$

$

$
$

0
0
0

$

$

1
0
1

$

1
0
1

$

9

$

5

$

13

$

8
5
7
75
7
111

$

(3)
(2)
(3)
(29)
(3)
(34) $

5
3
4
46
5
76

78 $
10
(27)
693
754 $
617 $

(27) $
(4)
10
(263)
(283) $
(223) $

51
6
(17)
431
471
394

$

$
$

* Reclassified to conform to 2017 presentation.
(1) These AOCI components are included in the computation of net periodic pension cost. (See note 8, “Retirement-Related
Benefits,” for additional information.)
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Reclassifications and Taxes Related to Items of Other Comprehensive Income
(Dollars in millions)
For the six months ended June 30, 2017:

Before Tax
Amount

Other comprehensive income/(loss):
Foreign currency translation adjustments
Net changes related to available-for-sale securities:
Unrealized gains/(losses) arising during the period
Reclassification of (gains)/losses to other (income) and expense
Total net changes related to available-for-sale securities
Unrealized gains/(losses) on cash flow hedges:
Unrealized gains/(losses) arising during the period
Reclassification of (gains)/losses to:
Cost of sales
Cost of services
SG&A expense
Other (income) and expense
Interest expense
Total unrealized gains/(losses) on cash flow hedges
Retirement-related benefit plans(1):
Prior service costs/(credits)
Net (losses)/gains arising during the period
Curtailments and settlements
Amortization of prior service (credits)/costs
Amortization of net (gains)/losses
Total retirement-related benefit plans
Other comprehensive income/(loss)

Tax (Expense)/
Benefit

$

124

$

$

$

$

3
1
4

$

(128) $

$
$

$
$

$

386

Net of Tax
Amount

$

510

(1) $
0
(1) $

2
1
2

32

$

(96)

(22)
(27)
(29)
(211)
14
(402) $

6
10
7
81
(6)
131 $

(16)
(17)
(22)
(130)
9
(271)

0 $
105
1
(44)
1,423
1,486 $
1,211 $

0 $
(37)
(1)
15
(497)
(519) $
(3) $

0
69
1
(28)
926
967
1,208

(1) These AOCI components are included in the computation of net periodic pension cost. (See note 8, “Retirement-Related
Benefits,” for additional information.)
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Reclassifications and Taxes Related to Items of Other Comprehensive Income
(Dollars in millions)
For the six months ended June 30, 2016:

Before Tax
Amount

Other comprehensive income/(loss):
Foreign currency translation adjustments
Net changes related to available-for-sale securities:
Unrealized gains/(losses) arising during the period
Reclassification of (gains)/losses to other (income) and expense
Total net changes related to available-for-sale securities
Unrealized gains/(losses) on cash flow hedges:
Unrealized gains/(losses) arising during the period
Reclassification of (gains)/losses to:
Cost of sales*
Cost of services*
SG&A expense
Other (income) and expense
Interest expense
Total unrealized gains/(losses) on cash flow hedges
Retirement-related benefit plans(1):
Net (losses)/gains arising during the period
Curtailments and settlements
Amortization of prior service (credits)/costs
Amortization of net (gains)/losses
Total retirement-related benefit plans
Other comprehensive income/(loss)

Tax (Expense)/
Benefit

Net of Tax
Amount

$

(10) $

361

$
$

(35) $
37
2 $

14 $
(14)
(1) $

$

(256) $

96

$

(160)

$

(1)
11
3
(12)
9
(245) $

(1)
(5)
(2)
5
(4)
90 $

(2)
7
1
(7)
6
(156)

(68) $
14
(53)
1,383
1,277 $
1,023 $

25 $
(5)
19
(510)
(471) $
(21) $

(43)
9
(33)
873
806
1,002

$

$
$

$

* Reclassified to conform to 2017 presentation.
(1) These AOCI components are included in the computation of net periodic pension cost. (See note 8, “Retirement-Related
Benefits,” for additional information.)
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Accumulated Other Comprehensive Income/(Loss) (net of tax)

(Dollars in millions)

January 1, 2017
Other comprehensive income before
reclassifications
Amount reclassified from accumulated other
comprehensive income
Total change for the period
June 30, 2017

Net Unrealized
Gains/(Losses)
on Cash Flow
Hedges

Foreign
Currency
Translation
Adjustments*

$

$

319
(96)

$

(175)
(271)
47 $

Net Change
RetirementRelated
Benefit
Plans

Net Unrealized
Gains/(Losses)
on AvailableFor-Sale
Securities

(3,603) $

(26,116) $

2

510

70

2

0
510
(3,093) $

897
967
(25,148) $

1
2
5

Accumulated
Other
Comprehensive
Income/(Loss)

$

(29,398)
486

$

723
1,208
(28,189)

* Foreign currency translation adjustments are presented gross except for any associated hedges which are presented net of tax.

(Dollars in millions)

January 1, 2016
Other comprehensive income before
reclassifications
Amount reclassified from accumulated other
comprehensive income
Total change for the period
June 30, 2016

Net Unrealized
Gains/(Losses)
on Cash Flow
Hedges

Foreign
Currency
Translation
Adjustments*

$

$

100
(160)

$

4
(156)
(56) $

Net Change
RetirementRelated
Benefit
Plans

Net Unrealized
Gains/(Losses)
on AvailableFor-Sale
Securities

(3,463) $

(26,248) $

5

351

(34)

(22)

0
351
(3,112) $

840
806
(25,442) $

23
1
6

Accumulated
Other
Comprehensive
Income/(Loss)

$

(29,607)
135

$

867
1,002
(28,604)

* Foreign currency translation adjustments are presented gross except for any associated hedges which are presented net of tax.
8. Retirement-Related Benefits: The company offers defined benefit pension plans, defined contribution pension plans, as well as
nonpension postretirement plans primarily consisting of retiree medical benefits. The following tables provide the pre-tax cost for all
retirement-related plans.
(Dollars in millions)
For the three months ended June 30:

2017

Retirement-related plans — cost
Defined benefit and contribution pension plans — cost
Nonpension postretirement plans — cost
Total

$

(Dollars in millions)
For the six months ended June 30:

2016

659
60
719

$

$

$
$
35

1,323
121
1,444

455
61
516

$

2017

Retirement-related plans — cost
Defined benefit and contribution pension plans — cost
Nonpension postretirement plans — cost
Total

Yr. to Yr.
Percent
Change

2016

$
$

894
121
1,014

44.9%
(0.9)
39.5%
Yr. to Yr.
Percent
Change

48.0%
0.7
42.4%
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The following tables provide the components of the cost/(income) for the company’s pension plans.
Cost/(Income) of Pension Plans
(Dollars in millions)
For the three months ended June 30:

Service cost
Interest cost
Expected return on plan assets
Amortization of prior service costs/(credits)
Recognized actuarial losses
Curtailments and settlements
Multi-employer plans/other costs
Total net periodic pension (income)/cost of defined benefit
plans
Cost of defined contribution plans
Total defined benefit and contribution plans cost
recognized in the Consolidated Statement of Earnings

U.S. Plans
2017

$

— $
478
(753)
4
331
—
—

$

218

2017

— $
511
(922)
3
324
—
—

60
158

(85)
161
$

76

2017

$

$

$

442

271
108
$

379

Non-U.S. Plans
2017

— $
957
(1,507)
8
668
—
—

— $
1,024
(1,845)
5
657
—
—

127
319

(158)
326
$

106
267
(481)
(27)
359
10
37

344
97

2016

446

2016

101 $
206
(327)
(24)
371
3
14

U.S. Plans

(Dollars in millions)
For the six months ended June 30:

Service cost
Interest cost
Expected return on plan assets
Amortization of prior service costs/(credits)
Recognized actuarial losses
Curtailments and settlements
Multi-employer plan/other costs
Total net periodic pension (income)/cost of defined benefit
plans
Cost of defined contribution plans
Total defined benefit and contribution plans cost
recognized in the Consolidated Statement of Earnings

Non-U.S. Plans
2016

167

2016

202 $
406
(644)
(48)
733
1
29
679
198

$

877

210
529
(951)
(52)
706
14
55
512
215

$

727

In March 2017, the company initiated a change to the investment strategy of its U.S. defined benefit plan. The 2017 target asset
allocation was modified by reducing equity securities from 20 percent to 12 percent, increasing debt securities from 70 percent to 79
percent and other investments largely remained unchanged at 10 percent of total plan assets. This change is designed to reduce the risk
associated with the potential negative impact that equity markets might have on the funded status of the U.S. defined benefit plan. The
change is expected to reduce the 2018 expected long-term rate of return on assets from 5.75 percent to approximately 5.25 percent.
See note S, “Retirement-Related Benefits,” on page 144 in the company’s 2016 Annual Report for additional information regarding
the company’s investment strategy.
In 2017, the company expects to contribute approximately $500 million to its non-U.S. defined benefit and multi-employer plans,
the largest of which will be contributed to the defined benefit pension plans in Japan, Spain and the UK. This amount generally
represents the legally mandated minimum contribution. Total contributions to the non-U.S. plans in the first six months of 2017 were
$263 million, of which $87 million was in cash and $176 million in U.S. Treasury securities. Total net contributions to the non-U.S.
plans in the first six months of 2016 were $217 million, of which $83 million was in cash and $134 million in U.S. Treasury securities.
The contribution of U.S. Treasury securities is considered a non-cash transaction in the Consolidated Statement of Cash Flows.
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The following tables provide the components of the cost/(income) for the company’s nonpension postretirement plans.
Cost of Nonpension Postretirement Plans
(Dollars in millions)
For the three months ended June 30:

Service cost
Interest cost
Expected return on plan assets
Amortization of prior service costs/(credits)
Recognized actuarial losses
Curtailments and settlements
Total nonpension postretirement plan cost recognized in
Consolidated Statement of Earnings

U.S. Plan
2017

2017

2016

$

3 $
38
—
(2)
5
—

4 $
41
—
(2)
5
—

1 $
14
(2)
0
2
0

1
11
(2)
(1)
2
—

$

45

49

16

12

$

$

U.S. Plan

(Dollars in millions)
For the six months ended June 30:

Service cost
Interest cost
Expected return on plan assets
Amortization of prior service costs/(credits)
Recognized actuarial losses
Curtailments and settlements
Total nonpension postretirement plan cost recognized in
Consolidated Statement of Earnings

Non-U.S. Plans
2016

2017

$

Non-U.S. Plans
2016

2017

2016

$

7 $
77
—
(4)
10
—

9 $
82
—
(4)
10
—

3 $
29
(4)
0
3
0

3
22
(3)
(2)
4
0

$

90

97

31

23

$

$

$

The company contributed $230 million to the U.S. nonpension postretirement benefit plan in U.S. Treasury securities during the
six months ended June 30, 2017, and $200 million in U.S. Treasury securities during the six months ended June 30, 2016. The
contribution of U.S. Treasury securities is considered a non-cash transaction in the Consolidated Statement of Cash Flows.
9. Acquisitions/Divestitures:
Acquisitions: During the six months ended June 30, 2017, the company completed two acquisitions at an aggregate cost of $17
million.
The Technology Services & Cloud Platforms segment completed the acquisition of one privately held business in the first quarter,
Agile 3 Solutions, LLC (Agile 3 Solutions). In the second quarter, the Cognitive Solutions segment completed the acquisition of XCC
Web Content & Custom Apps Extension (XCC), a privately held business, from TIMETOACT Software & Consulting GmbH.
Each acquisition is expected to enhance the company’s portfolio of product and services capabilities. Agile 3 Solutions is a
developer of software used by C-Suite and senior executives to better visualize, understand and manage risks associated with the
protection of sensitive data and adds capabilities to the company’s security portfolio. XCC’s technology enhances IBM’s Connections
Cloud platform by providing a single, accessible engagement center for sharing content. Goodwill of $5 million has been assigned to
the Technology Services & Cloud Platforms segment and goodwill of $3 million has been assigned to the Cognitive Solutions
segment. Each of the acquisitions was for 100 percent of the acquired businesses.
The acquisitions were accounted for as business combinations using the acquisition method, and accordingly, the identifiable
assets acquired, the liabilities assumed, and any noncontrolling interest in the acquired entity were recorded at their estimated fair
values at the date of acquisition. The acquisitions did not have a material impact in the Consolidated Financial Statements.
In April 2017, the company entered into a definitive agreement with a large telecommunications company to acquire its cloud and
managed hosting services business. The acquisition is expected to strengthen the company’s services portfolio and will align with its
cloud strategy. The transaction is expected to close in the second half of 2017 and the business will be
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integrated within the Technology Services & Cloud Platforms segment. The acquisition will not have a material impact in the
Consolidated Financial Statements.
Divestitures:
Microelectronics — On October 20, 2014, IBM and GLOBALFOUNDRIES announced a definitive agreement in which
GLOBALFOUNDRIES would acquire the company’s Microelectronics business, including existing semiconductor manufacturing
assets and operations in East Fishkill, NY and Essex Junction, VT. The commercial OEM business acquired by
GLOBALFOUNDRIES includes custom logic and specialty foundry, manufacturing and related operations. The transaction closed on
July 1, 2015.
At September 30, 2014, the company concluded that the Microelectronics business met the criteria for discontinued operations
reporting. The disposal group constituted a component under accounting guidance. The continuing cash inflows and outflows with the
discontinued component are related to the manufacturing sourcing arrangement and the transition, packaging and test services. These
cash flows are not direct cash flows as they are not significant and the company has no significant continuing involvement.
All assets and liabilities of the business, classified as held for sale at June 30, 2015, were transferred at closing. The company
transferred $515 million of net cash to GLOBALFOUNDRIES in the third quarter of 2015. This amount included $750 million of
cash consideration, adjusted by the amount of working capital due from GLOBALFOUNDRIES and other miscellaneous items. A
second cash payment in the amount of $500 million was transferred in December 2016. The remaining cash consideration of $250
million is expected to be transferred in December 2017.
Summarized financial information for discontinued operations is immaterial.
Industry Standard Server — On January 23, 2014, IBM and Lenovo Group Limited (Lenovo) announced a definitive agreement in
which Lenovo would acquire the company’s industry standard server portfolio (System x) for an adjusted purchase price of $2.1
billion, consisting of approximately $1.8 billion in cash, with the balance in Lenovo common stock. The stock represented less than 5
percent equity ownership in Lenovo. The company sold to Lenovo its System x, BladeCenter and Flex System blade servers and
switches, x86-based Flex integrated systems, NeXtScale and iDataPlex servers and associated software, blade networking and
maintenance operations. As of March 31, 2016, all Lenovo common stock was sold.
The initial closing was completed on October 1, 2014. A subsequent closing occurred in most other countries in which there was a
large business footprint on December 31, 2014. The remaining countries closed on March 31, 2015. An assessment of the ongoing
contractual terms of the transaction resulted in the recognition of pre-tax gains of $63 million, $57 million and $12 million in 2015,
2016 and the first six months of 2017, respectively.
Overall, the company expects to recognize a total pre-tax gain on the sale of approximately $1.6 billion, which does not include
associated costs related to transition and performance-based costs. Net of these charges, the pre-tax gain was approximately $1.3
billion, of which the cumulative gain recorded as of June 30, 2017 is $1.2 billion. The balance of the gain is expected to be recognized
in 2019 upon conclusion of the maintenance agreement.
Others – In the first quarter of 2017, the company completed one research-related divestiture. In the second quarter of 2017, the
company completed two Cognitive Solutions divestitures. The financial terms related to these transactions were not material. Overall,
the company recognized a pre-tax gain of $23 million related to these transactions in 2017.
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10. Intangible Assets Including Goodwill: The following table details the company’s intangible asset balances by major asset class:
(Dollars in millions)
Intangible asset class

Gross Carrying
Amount

Capitalized software
Client relationships
Completed technology
Patents/trademarks
Other*
Total

$

$

1,575
2,748
3,167
708
52
8,250

At June 30, 2017
Accumulated
Amortization

$

$

Net Carrying
Amount

(719) $
(1,350)
(1,743)
(240)
(18)
(4,070) $

856
1,398
1,424
468
34
4,179

* Other intangibles are primarily acquired proprietary and non-proprietary business processes, methodologies and systems.
(Dollars in millions)
Intangible asset class

Gross Carrying
Amount

Capitalized software
Client relationships
Completed technology
Patents/trademarks
Other*
Total

$

$

1,537
2,831
3,322
730
46
8,466

At December 31, 2016
Accumulated
Amortization

$

$

Net Carrying
Amount

(661) $
(1,228)
(1,668)
(205)
(15)
(3,778) $

876
1,602
1,654
525
31
4,688

* Other intangibles are primarily acquired proprietary and non-proprietary business processes, methodologies and systems.
The net carrying amount of intangible assets decreased $508 million during the first six months of 2017, primarily due to
intangible asset amortization, partially offset by additions resulting from capitalized software. The aggregate intangible amortization
expense was $388 million and $777 million for the second quarter and first six months of 2017, respectively, versus $398 million and
$745 million for the second quarter and first six months of 2016, respectively. In addition, in the first six months of 2017, the
company retired $457 million of fully amortized intangible assets, impacting both the gross carrying amount and accumulated
amortization by this amount.
The amortization expense for each of the five succeeding years relating to intangible assets currently recorded in the Consolidated
Statement of Financial Position is estimated to be the following at June 30, 2017:
Capitalized
Software

(Dollars in millions)

2017 (for Q3 - Q4)
2018
2019
2020
2021

$

275
395
160
25
—

Acquired
Intangibles

$

453
803
662
550
437

Total

$

The change in the goodwill balances by reportable segment, for the six months ended June 30, 2017 and for the year ended
December 31, 2016 are as follows:
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(Dollars in millions)
Segment

Cognitive Solutions
Global Business Services
Technology Services & Cloud
Platforms
Systems
Total

Balance
01/01/17

$

$

19,484
4,607
10,258
1,850
36,199

Goodwill
Additions

$

$

3
—
5
—
8

Purchase
Price
Adjustments

$

$

Divestitures

Foreign
Currency
Translation
And Other
Adjustments*

(35) $
4

(13) $
—

124
122

(3)
—
(34) $

—
—
(13) $

105
6
357

Balance
6/30/17

$

$

19,564
4,733
10,365
1,856
36,517

* Primarily driven by foreign currency translation.

(Dollars in millions)
Segment

Cognitive Solutions
Global Business Services
Technology Services & Cloud
Platforms
Systems
Total

Balance
01/01/16

$

$

15,621
4,396
10,156
1,848
32,021

Goodwill
Additions

$

$

3,821
303
119
—
4,244

Purchase
Price
Adjustments

$

$

5
4

Divestitures

Foreign
Currency
Translation
And Other
Adjustments*

Balance
12/31/16

$

(12) $
(1)

48 $
(95)

19,484
4,607

(12)
(4)
(7) $

(5)
—
(18) $

(1)
5
(42) $

10,258
1,850
36,199

* Primarily driven by foreign currency translation.
There were no goodwill impairment losses recorded during the first six months of 2017 or the full year of 2016 and the company
has no accumulated impairment losses.
Purchase price adjustments recorded in the first six months of 2017 and full year 2016 were related to acquisitions completed on
or prior to March 31, 2017 or September 30, 2016, respectively, and were still subject to the measurement period that ends at the
earlier of 12 months from the acquisition date or when information becomes available. Net purchase price adjustments of $34 million
were recorded during the first six months of 2017, with the primary drivers being deferred tax assets and other taxes payable
associated with the Truven Health Analytics, Inc. and The Weather Company acquisitions. Net purchase price adjustments of $7
million were recorded during 2016, with the primary drivers being deferred tax assets, accounts receivable, deferred income, inventory
and other current liabilities.
11. Borrowings:
Short-Term Debt
At June 30,
2017

(Dollars in millions)

Commercial paper
Short-term loans
Long-term debt — current maturities
Total

$
$

—
227
7,834
8,061

At December 31,
2016

$
$

899
375
6,239
7,513

The weighted-average interest rate for commercial paper at December 31, 2016 was 0.7 percent. The weighted-average interest
rate for short-term loans was 8.3 percent and 9.5 percent at June 30, 2017 and December 31, 2016, respectively.
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Long-Term Debt
Pre-Swap Borrowing
(Dollars in millions)

Balance
6/30/2017

Maturities

U.S. dollar debt (average interest rate at June 30, 2017):*
4.70%
3.25%
1.93%
2.40%
3.37%
3.63%
7.00%
3.45%
4.71%
6.50%
5.88%
8.00%
5.60%
4.00%
7.00%
4.70%
7.13%

2017
2018-2019
2020-2021
2022
2023
2024
2025
2026
2027
2028
2032
2038
2039
2042
2045
2046
2096

$

$
Other currencies (average interest rate at June 30, 2017, in parentheses):*
Euros (1.5%)
Pound sterling (2.7%)
Japanese yen (1.1%)
Canadian (2.2%)
Other (8.5%)

2019-2029
2020-2022
2017-2026
2017
2017-2020

$

$

Less: net unamortized discount
Less: net unamortized debt issuance costs
Add: fair value adjustment**

$
Less: current maturities
Total

$

Balance
12/31/2016

4,018
8,934
6,221
2,903
1,502
2,000
600
1,350
969
313
600
83
745
1,107
27
650
316
32,339

$

9,984
1,364
1,233
—
788
45,708
837
92
668
45,446
7,834
37,612

$

$

$

$
$

5,104
8,856
4,941
1,901
1,500
2,000
600
1,350
469
313
600
83
745
1,107
27
650
316
30,563
7,122
1,296
1,576
373
215
41,145
839
82
669
40,893
6,239
34,655

* Includes notes, debentures, bank loans, securitized borrowings and capital lease obligations.
** The portion of the company’s fixed-rate debt obligations that is hedged is reflected in the Consolidated Statement of Financial
Position as an amount equal to the sum of the debt’s carrying value plus a fair value adjustment representing changes in the fair
value of the hedged debt obligations attributable to movements in benchmark interest rates.
There are no debt securities issued and outstanding by IBM International Group Capital LLC, which is an indirect, 100 percent
owned finance subsidiary of International Business Machines Corporation, the parent. Any debt securities issued by IBM
International Group Capital LLC, would be fully and unconditionally guaranteed by the parent.
The company’s indenture governing its debt securities and its various credit facilities each contain significant covenants which
obligate the company to promptly pay principal and interest, limit the aggregate amount of secured indebtedness and sale and
leaseback transactions to 10 percent of the company’s consolidated net tangible assets, and restrict the company’s ability to merge or
consolidate unless certain conditions are met. The credit facilities also include a covenant on the company’s consolidated net interest
expense ratio, which cannot be less than 2.20 to 1.0, as well as a cross default provision with respect to other defaulted indebtedness of
at least $500 million.
The company is in compliance with all of its significant debt covenants and provides periodic certifications to its lenders. The
failure to comply with its debt covenants could constitute an event of default with respect to the debt to which such provisions apply.
If certain events of default were to occur, the principal and interest on the debt to which such event of default applied would become
immediately due and payable.
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Pre-swap annual contractual maturities of long-term debt outstanding at June 30, 2017, are as follows:
(Dollars in millions)

Total

2017 (for Q3 - Q4)
2018
2019
2020
2021
2022 and beyond
Total

$

$

4,493
5,169
5,574
6,059
4,012
20,401
45,708

Interest on Debt
(Dollars in millions)
For the six months ended June 30:

2017

Cost of financing
Interest expense
Net investment derivative activity
Interest capitalized
Total interest paid and accrued

$

$

2016

330 $
309
(27)
1
613 $

284
341
(26)
1
600

Lines of Credit
In 2016, the company increased the size of its five-year Credit Agreement (the “Credit Agreement”) from $10 billion to $10.25
billion and extended the term by one year to November 10, 2021. The Credit Agreement permits the company and its Subsidiary
Borrowers to borrow up to $10.25 billion on a revolving basis. Borrowings of the Subsidiary Borrowers will be unconditionally
backed by the company. The company may also, upon the agreement of either existing lenders, or of the additional banks not currently
party to the Credit Agreement, increase the commitments under the Credit Agreement up to an additional $1.75 billion. Subject to
certain terms of the Credit Agreement, the company and Subsidiary Borrowers may borrow, prepay and reborrow amounts under the
Credit Agreement at any time during the Credit Agreement term. Interest rates on borrowings under the Credit Agreement will be
based on prevailing market interest rates, as further described in the Credit Agreement. The Credit Agreement contains customary
representations and warranties, covenants, events of default, and indemnification provisions. The company believes that circumstances
that might give rise to breach of these covenants or an event of default, as specified in the Credit Agreement, are remote. As of
June 30, 2017, there were no borrowings by the company, or its subsidiaries, under the Credit Agreement.
The company also has other committed lines of credit in some of the geographies which are not significant in the aggregate.
Interest rates and other terms of borrowing under these lines of credit vary from country to country, depending on local market
conditions.
On July 20, 2017, the company and IBM Credit LLC, the Borrowers, entered into a $2.5 billion 364-Day Credit Agreement, and a
$2.5 billion Three-Year Credit Agreement (the New Credit Agreements, and together with the Credit Agreement, the Credit
Facilities). IBM also entered into the Third Amendment to its Credit Agreement. The New Credit Agreements permit the Borrowers to
borrow up to an aggregate of $5 billion on a revolving basis. Neither Borrower is a guarantor or co-obligor of the other Borrower
under the New Credit Agreements. Subject to certain conditions stated in the New Credit Agreements, the Borrowers may borrow,
prepay and re-borrow amounts under the New Credit Agreements at any time during the term of the New Credit Agreements. Funds
borrowed may be used for the general corporate purposes of the Borrowers. Interest rates on borrowings under the New Credit
Agreements will be based on prevailing market interest rates, as further described in the New Credit Agreements. The New Credit
Agreements contain customary representations and warranties, covenants, events of default, and indemnification provisions. The
Amendment to the Credit Agreement adds and restates various provisions in order to provide the company with the opportunity in
2018 to request that the Lenders extend the termination date of the Credit Agreement to July 20, 2023. This summary description of
the New Credit Agreements and the Amendment is qualified in its entirety by reference to the full text of the New Credit Agreements
and the Amendment, which are filed as Exhibits 10.1, 10.2 and 10.3 to this report.
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12. Contingencies: As a company with a substantial employee population and with clients in more than 175 countries, IBM is
involved, either as plaintiff or defendant, in a variety of ongoing claims, demands, suits, investigations, tax matters and proceedings
that arise from time to time in the ordinary course of its business. The company is a leader in the information technology industry and,
as such, has been and will continue to be subject to claims challenging its IP rights and associated products and offerings, including
claims of copyright and patent infringement and violations of trade secrets and other IP rights. In addition, the company enforces its
own IP against infringement, through license negotiations, lawsuits or otherwise. Also, as is typical for companies of IBM’s scope and
scale, the company is party to actions and proceedings in various jurisdictions involving a wide range of labor and employment issues
(including matters related to contested employment decisions, country-specific labor and employment laws, and the company’s
pension, retirement and other benefit plans), as well as actions with respect to contracts, product liability, securities, foreign
operations, competition law and environmental matters. These actions may be commenced by a number of different parties, including
competitors, clients, current or former employees, government and regulatory agencies, stockholders and representatives of the
locations in which the company does business. Some of the actions to which the company is party may involve particularly complex
technical issues, and some actions may raise novel questions under the laws of the various jurisdictions in which these matters arise.
The company records a provision with respect to a claim, suit, investigation or proceeding when it is probable that a liability has
been incurred and the amount of the loss can be reasonably estimated. Any recorded liabilities, including any changes to such
liabilities for the quarter ended June 30, 2017 were not material to the Consolidated Financial Statements.
In accordance with the relevant accounting guidance, the company provides disclosures of matters for which the likelihood of
material loss is at least reasonably possible. In addition, the company also discloses matters based on its consideration of other matters
and qualitative factors, including the experience of other companies in the industry, and investor, customer and employee relations
considerations.
With respect to certain of the claims, suits, investigations and proceedings discussed herein, the company believes at this time that
the likelihood of any material loss is remote, given, for example, the procedural status, court rulings, and/or the strength of the
company’s defenses in those matters. With respect to the remaining claims, suits, investigations and proceedings discussed in this
note, except as specifically discussed herein, the company is unable to provide estimates of reasonably possible losses or range of
losses, including losses in excess of amounts accrued, if any, for the following reasons. Claims, suits, investigations and proceedings
are inherently uncertain, and it is not possible to predict the ultimate outcome of these matters. It is the company’s experience that
damage amounts claimed in litigation against it are unreliable and unrelated to possible outcomes, and as such are not meaningful
indicators of the company’s potential liability. Further, the company is unable to provide such an estimate due to a number of other
factors with respect to these claims, suits, investigations and proceedings, including considerations of the procedural status of the
matter in question, the presence of complex or novel legal theories, and/or the ongoing discovery and development of information
important to the matters. The company reviews claims, suits, investigations and proceedings at least quarterly, and decisions are made
with respect to recording or adjusting provisions and disclosing reasonably possible losses or range of losses (individually or in the
aggregate), to reflect the impact and status of settlement discussions, discovery, procedural and substantive rulings, reviews by
counsel and other information pertinent to a particular matter.
Whether any losses, damages or remedies finally determined in any claim, suit, investigation or proceeding could reasonably have
a material effect on the company’s business, financial condition, results of operations or cash flows will depend on a number of
variables, including: the timing and amount of such losses or damages; the structure and type of any such remedies; the significance of
the impact any such losses, damages or remedies may have in the Consolidated Financial Statements; and the unique facts and
circumstances of the particular matter that may give rise to additional factors. While the company will continue to defend itself
vigorously, it is possible that the company’s business, financial condition, results of operations or cash flows could be affected in any
particular period by the resolution of one or more of these matters.
The following is a summary of the more significant legal matters involving the company.
The company is a defendant in an action filed on March 6, 2003 in state court in Salt Lake City, Utah by the SCO Group (SCO v.
IBM). The company removed the case to Federal Court in Utah. Plaintiff is an alleged successor in interest to some of AT&T’s UNIX
IP rights, and alleges copyright infringement, unfair competition, interference with contract and breach of contract with regard to the
company’s distribution of AIX and Dynix and contribution of code to Linux and the company has asserted counterclaims. On
September 14, 2007, plaintiff filed for bankruptcy protection, and all proceedings in this case were stayed. The court in another suit,
the SCO Group, Inc. v. Novell, Inc., held a trial in March 2010. The jury found that Novell is the owner of UNIX and UnixWare
copyrights; the judge subsequently ruled that SCO is obligated to recognize Novell’s waiver of SCO’s claims against IBM and
Sequent for breach of UNIX license agreements. On August 30, 2011, the
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Tenth Circuit Court of Appeals affirmed the district court’s ruling and denied SCO’s appeal of this matter. In June 2013, the Federal
Court in Utah granted SCO’s motion to reopen the SCO v. IBM case. In February 2016, the Federal Court ruled in favor of IBM on all
of SCO’s remaining claims, and in March 2016, SCO filed a notice of appeal to the Tenth Circuit Court of Appeals.
On May 13, 2010, IBM and the State of Indiana (acting on behalf of the Indiana Family and Social Services Administration) sued
one another in a dispute over a 2006 contract regarding the modernization of social service program processing in Indiana. After six
weeks of trial, on July 18, 2012, the Indiana Superior Court in Marion County rejected the State’s claims in their entirety and awarded
IBM $52 million plus interest and costs. On February 13, 2014, the Indiana Court of Appeals reversed portions of the trial judge’s
findings, found IBM in material breach, and ordered the case remanded to the trial judge to determine the State’s damages, if any. The
Indiana Court of Appeals also affirmed approximately $50 million of the trial court’s award of damages to IBM. On March 22, 2016,
the Indiana Supreme Court affirmed the outcome of the Indiana Court of Appeals and remanded the case to the Indiana Superior
Court.
On March 9, 2017, the Commonwealth of Pennsylvania’s Department of Labor and Industry sued IBM in Pennsylvania state
court regarding a 2006 contract for the development of a custom software system to manage the Commonwealth’s unemployment
insurance benefits programs. The matter is pending in a Pennsylvania court.
On October 29, 2013, Bridgestone Americas, Inc. (Bridgestone) sued IBM regarding a 2009 contract for the implementation of an
SAP-based, enterprise-wide order management system. IBM counterclaimed against Bridgestone and its parent, Bridgestone Corp.
The case is pending in the Middle District of Tennessee.
On April 16, 2014, Iusacell SA de C.V. (Iusacell) sued IBM, claiming that IBM made fraudulent misrepresentations that induced
Iusacell to enter into an agreement with IBM Mexico. Iusacell claims damages for lost profits. Iusacell’s complaint relates to a
contractual dispute in Mexico, which is the subject of a pending arbitration proceeding in Mexico initiated by IBM Mexico against
Iusacell for breach of the underlying agreement. On November 14, 2014, the District Court in the Southern District of New York
granted IBM’s motion to stay Iusacell’s action against the company pending the arbitration in Mexico between Iusacell and IBM
Mexico.
IBM United Kingdom Limited (IBM UK) initiated legal proceedings in May 2010 before the High Court in London against the
IBM UK Pensions Trust (the UK Trust) and two representative beneficiaries of the UK Trust membership. IBM UK is seeking a
declaration that it acted lawfully both in notifying the Trustee of the UK Trust that it was closing its UK defined benefit plans to future
accruals for most participants and in implementing the company’s new retirement policy. In April 2014, the High Court acknowledged
that the changes made to its UK defined benefit plans were within IBM’s discretion, but ruled that IBM breached its implied duty of
good faith both in implementing these changes and in the manner in which it consulted with employees. Proceedings to determine
remedies were held in July 2014, and in February 2015 the High Court held that for IBM to make changes to accruals under the plan
would require a new consultation of the participants, but other changes (including to early retirement policy) would not require such
consultation. IBM UK has appealed both the breach and remedies judgments. If the appeal is unsuccessful, the Court’s rulings would
require IBM to reverse the changes made to the UK defined benefit plans retroactive to their effective dates. This could result in an
estimated non-operating one-time pre-tax charge of approximately $300 million, plus ongoing defined benefit related accruals. In
addition, IBM UK is a defendant in approximately 290 individual actions brought since early 2010 by participants of the defined
benefits plans who left IBM UK. These actions, which allege constructive dismissal and age discrimination, are pending before the
Employment Tribunal in Southampton UK.
In early 2012, IBM notified the SEC of an investigation by the Polish Central Anti-Corruption Bureau involving allegations of
illegal activity by a former IBM Poland employee in connection with sales to the Polish government. IBM cooperated with the SEC
and Polish authorities in this matter. In April 2013, IBM learned that the U.S. Department of Justice (DOJ) was also investigating
allegations related to the Poland matter, as well as allegations relating to transactions in Argentina, Bangladesh and Ukraine. The DOJ
was seeking information regarding the company’s global FCPA compliance program and its public sector business. The company
cooperated with the DOJ in this matter. In June 2017, the DOJ and the SEC each informed IBM that based on the information to date,
they closed their respective investigations into these matters without pursuing any enforcement action against the company.
In May 2015, a putative class action was commenced in the United States District Court for the Southern District of New York
related to the company’s October 2014 announcement that it was divesting its global commercial semiconductor technology business,
alleging violations of the Employee Retirement Income Security Act (“ERISA”). The company, management’s Retirement Plans
Committee, and three current or former IBM executives were named as defendants. On September 7, 2016, the Court granted the
company’s motion to dismiss the plaintiffs’ claims. On October 21, 2016, the
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plaintiffs filed an amended complaint, dropping the company as a defendant. The matter remains pending in the United States District
Court.
In August 2015, IBM learned that the SEC is conducting an investigation relating to revenue recognition with respect to the
accounting treatment of certain transactions in the U.S., UK and Ireland. The company is cooperating with the SEC in this matter.
The company is party to, or otherwise involved in, proceedings brought by U.S. federal or state environmental agencies under the
Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), known as “Superfund,” or laws similar to
CERCLA. Such statutes require potentially responsible parties to participate in remediation activities regardless of fault or ownership
of sites. The company is also conducting environmental investigations, assessments or remediations at or in the vicinity of several
current or former operating sites globally pursuant to permits, administrative orders or agreements with country, state or local
environmental agencies, and is involved in lawsuits and claims concerning certain current or former operating sites.
The company is also subject to ongoing tax examinations and governmental assessments in various jurisdictions. Along with
many other U.S. companies doing business in Brazil, the company is involved in various challenges with Brazilian tax authorities
regarding non-income tax assessments and non-income tax litigation matters. The total potential amount related to all these matters for
all applicable years is approximately $1 billion. The company believes it will prevail on these matters and that this amount is not a
meaningful indicator of liability.
13. Commitments: The company’s extended lines of credit to third-party entities include unused amounts of $7,943 million and
$6,542 million at June 30, 2017 and December 31, 2016, respectively. A portion of these amounts was available to the company’s
business partners to support their working capital needs. In addition, the company has committed to provide future financing to its
clients in connection with client purchase agreements for approximately $2,669 million and $2,463 million at June 30, 2017 and
December 31, 2016, respectively.
The company has applied the guidance requiring a guarantor to disclose certain types of guarantees, even if the likelihood of
requiring the guarantor’s performance is remote. The following is a description of arrangements in which the company is the
guarantor.
The company is a party to a variety of agreements pursuant to which it may be obligated to indemnify the other party with respect
to certain matters. Typically, these obligations arise in the context of contracts entered into by the company, under which the company
customarily agrees to hold the party harmless against losses arising from a breach of representations and covenants related to such
matters as title to the assets sold, certain intellectual property (IP) rights, specified environmental matters, third-party performance of
nonfinancial contractual obligations and certain income taxes. In each of these circumstances, payment by the company is conditioned
on the other party making a claim pursuant to the procedures specified in the particular contract, the procedures of which typically
allow the company to challenge the other party’s claims. While typically indemnification provisions do not include a contractual
maximum on the company’s payment, the company’s obligations under these agreements may be limited in terms of time and/or
nature of claim, and in some instances, the company may have recourse against third parties for certain payments made by the
company.
It is not possible to predict the maximum potential amount of future payments under these or similar agreements due to the
conditional nature of the company’s obligations and the unique facts and circumstances involved in each particular agreement.
Historically, payments made by the company under these agreements have not had a material effect on the company’s business,
financial condition or results of operations.
In addition, the company guarantees certain loans and financial commitments. The maximum potential future payment under
these financial guarantees was $22 million and $34 million at June 30, 2017 and December 31, 2016, respectively. The fair value of
the guarantees recognized in the Consolidated Statement of Financial Position is not material.
Changes in the company’s warranty liability for standard warranties and deferred income for extended warranty contracts are
presented in the following tables.
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Standard Warranty Liability
(Dollars in millions)

2017

Balance at January 1
Current period accruals
Accrual adjustments to reflect actual experience
Charges incurred
Balance at June 30

$

2016

156 $
74
(5)
(84)
141 $

$

181
74
3
(89)
169

Extended Warranty Liability
(Dollars in millions)

2017

Aggregate deferred revenue at January 1
Revenue deferred for new extended warranty contracts
Amortization of deferred revenue
Other*
Aggregate deferred revenue at June 30
Current portion
Noncurrent portion

$

$
$
$

2016

531
125
(137)
12
532
231
300

$

$
$
$

538
122
(134)
9
535
241
294

* Other primarily consists of foreign currency translation adjustments.
14. Subsequent Events: On July 25, 2017, the company announced that the Board of Directors approved a quarterly dividend of
$1.50 per common share. The dividend is payable September 9, 2017 to shareholders of record on August 10, 2017.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
OF RESULTS OF OPERATIONS AND FINANCIAL CONDITION
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2017
Snapshot
Financial Results Summary — Three Months Ended June 30:

(Dollars and shares in millions except per share amounts)
For the three months ended June 30:

2017

Revenue
Gross profit margin
Total expense and other (income)
Total expense and other (income)-to-revenue ratio
Income from continuing operations, before income taxes
Provision for income taxes from continuing operations
Income from continuing operations
Income from continuing operations margin
Loss from discontinued operations, net of tax
Net income
Earnings per share from continuing operations:
Assuming dilution
Basic
Consolidated earnings per share - assuming dilution
Weighted-average shares outstanding:
Assuming dilution
Basic

$

Yr. to Yr.
Percent/
Margin
Change

2016

$
$

19,289 $
45.6%
6,351 $
32.9%
2,443 $
111 $
2,332 $
12.1%
(1) $
2,331 $

20,238
47.9%
6,653
32.9%
3,049
544
2,505
12.4%
0
2,504

(4.7)%*
(2.3)pts.
(4.6)%
0.0pts.
(19.9)%
(79.6)%
(6.9)%
(0.3)pts.
60.0%
(6.9)%

$
$
$

2.48
2.49
2.48

2.61
2.62
2.61

(5.0)%
(5.0)%
(5.0)%

960.5
957.4

(2.2)%
(2.3)%

$
$
$
$

939.6
934.9

$
$
$

* (3.3) percent adjusted for currency.
Organization of Information:
In October 2014, the company announced a definitive agreement to divest its Microelectronics business and manufacturing
operations. The operating results of the Microelectronics business are reported as discontinued operations. The transaction closed on
July 1, 2015.
Currency:
The references to “adjusted for currency” or “at constant currency” in the Management Discussion do not include operational
impacts that could result from fluctuations in foreign currency rates. When the company refers to growth rates at constant currency or
adjusts such growth rates for currency, it is done so that certain financial results can be viewed without the impact of fluctuations in
foreign currency exchange rates, thereby facilitating period-to-period comparisons of its business performance. Financial results
adjusted for currency are calculated by translating current period activity in local currency using the comparable prior year period’s
currency conversion rate. This approach is used for countries where the functional currency is the local currency. Generally, when the
dollar either strengthens or weakens against other currencies, the growth at constant currency rates or adjusting for currency will be
higher or lower than growth reported at actual exchange rates. See “Currency Rate Fluctuations” on pages 78 and 79 for additional
information.
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Operating (non-GAAP) Earnings:
In an effort to provide better transparency into the operational results of the business, the company separates business results into
operating and non-operating categories. Operating earnings from continuing operations is a non-GAAP measure that excludes the
effects of certain acquisition-related charges, retirement-related costs, discontinued operations and related tax impacts. For
acquisitions, operating earnings exclude the amortization of purchased intangible assets and acquisition-related charges such as inprocess research and development, transaction costs, applicable restructuring and related expenses and tax charges related to
acquisition integration. These charges are excluded as they may be inconsistent in amount and timing from period to period and are
dependent on the size, type and frequency of the company’s acquisitions. All other spending for acquired companies is included in
both earnings from continuing operations and in operating (non-GAAP) earnings. Throughout the Management Discussion &
Analysis, the impact of acquisitions over the prior 12-month period may be a driver of higher expenses year to year. For retirementrelated costs, the company characterizes certain items as operating and others as non-operating. The company includes defined benefit
plan and nonpension postretirement benefit plan service cost, amortization of prior service cost and the cost of defined contribution
plans in operating earnings. Non-operating retirement-related cost includes defined benefit plan and nonpension postretirement benefit
plan interest cost, expected return on plan assets, amortized actuarial gains/losses, the impacts of any plan curtailments/settlements and
multi-employer plan costs, pension insolvency costs and other costs. Non-operating retirement-related costs are primarily related to
changes in pension plan assets and liabilities which are tied to financial market performance and the company considers these costs to
be outside of the operational performance of the business.
Overall, the company believes that providing investors with a view of operating earnings as described above provides increased
transparency and clarity into both the operational results of the business and the performance of the company’s pension plans;
improves visibility to management decisions and their impacts on operational performance; enables better comparisons to peer
companies; and allows the company to provide a long-term strategic view of the business going forward. The company’s reportable
segment financial results reflect operating earnings from continuing operations, consistent with the company’s management and
measurement system.
The following table provides the company’s (non-GAAP) operating earnings for the second quarter of 2017 and 2016.
(Dollars in millions except per share amounts)
For the three months ended June 30:

2017

Net income as reported
Loss from discontinued operations, net of tax
Income from continuing operations
Non-operating adjustments (net of tax):
Acquisition-related charges
Non-operating retirement-related costs/(income)
Operating (non-GAAP) earnings*
Diluted operating (non-GAAP) earnings per share

$

2016

Yr. to Yr.
Percent
Change

$

2,331 $
(1)
2,332 $

2,504
0
2,505

(6.9)%
60.0
(6.9)%

$
$

183
276
2,792
2.97

207
124
2,835
2.95

(11.2)
122.7
(1.5)%
0.7%

$
$

* See page 82 for a more detailed reconciliation of net income to operating earnings.
Financial Performance Summary — Three Months Ended June 30:
In the second quarter of 2017, the company reported $19.3 billion in revenue, $2.3 billion in income from continuing operations
and $2.8 billion in operating (non-GAAP) earnings, resulting in diluted earnings per share from continuing operations of $2.48 as
reported and $2.97 on an operating (non-GAAP) basis. The company generated $3.5 billion in cash from operations and $2.6 billion in
free cash flow in the second quarter of 2017 and shareholder returns of $2.8 billion in gross common stock repurchases and dividends.
Total consolidated revenue in the second quarter of 2017 decreased 4.7 percent as reported and 3.3 percent year to year adjusted
for currency. The year-to-year impact of currency (1.4 points) in the second quarter of 2017 increased sequentially from the first
quarter impact (0.7 points).
The company continued to deliver strong revenue performance in its strategic imperatives and continued to help clients transform
their businesses, leverage their data for competitive advantage and improve the efficiency and agility of their IT environments, as
evidenced by:
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x

Growth in strategic imperatives revenue of 11 percent (12 percent adjusted for currency) to $34.1 billion over the prior 12
months which now represents 43 percent of the company’s revenue, leveraging the company’s strong position in traditional
IT.

x

Cloud revenue of $15.1 billion over the prior 12 months; including an expanding base of leading companies on the IBM
Cloud.

x

Building enduring platforms for enterprise-grade workloads.

x

Continuing to reinvent the company’s underlying core technologies to support the most contemporary solutions, including the
announcement of the new z14 mainframe in July 2017.

In the second quarter of 2017, the company had solid revenue growth in the strategic imperatives - cloud, analytics and
engagement, which together grew 5 percent as reported and 7 percent adjusted for currency. The strategic imperatives generated $8.8
billion in revenue, which represented 45 percent of the company’s second-quarter revenue, an increase of 4 points from the second
quarter of 2016. Growth in the second quarter largely represents organic growth as the acquisitive content has leveled on a year-toyear basis. Total Cloud revenue of $3.9 billion increased 15 percent as reported and 17 percent adjusted for currency, with as-aService revenue up 30 percent (32 percent adjusted for currency). The company exited the second quarter of 2017 with an annual run
rate for as-a-Service revenue of $8.8 billion. Analytics revenue of $5.1 billion increased 4 percent as reported and 6 percent adjusted
for currency. Mobile revenue increased 27 percent (29 percent adjusted for currency) and Security revenue increased 4 percent (5
percent adjusted for currency) year to year.
From a segment perspective, Cognitive Solutions revenue decreased 2.5 percent as reported and 1 percent adjusted for currency.
A decline in transactional revenue was partially offset by growth in annuity revenue, including as-a-Service solutions. Global Business
Services (GBS) revenue decreased 3.7 percent as reported and 2 percent adjusted for currency, primarily driven by declines in both
Consulting and Application Management revenue. The GBS business continued to shift resources to its high value strategic areas and
away from the more traditional areas. GBS strategic imperatives revenue increased 8 percent (11 percent adjusted for currency) year to
year. Technology Services & Cloud Platforms revenue decreased 5.1 percent as reported and 4 percent adjusted for currency,
primarily driven by declines in Infrastructure Services and Integration Software. However, within Technology Services & Cloud
Platforms, strategic imperatives revenue was up 20 percent (22 percent adjusted for currency) year to year, driven by hybrid cloud
services. Systems revenue decreased 10.4 percent (10 percent adjusted for currency) driven by product cycle dynamics, with z
Systems down 34.2 percent (33 percent adjusted for currency) and Power Systems down 3.4 percent (3 percent adjusted for currency).
Storage Systems revenue increased 7.2 percent (8 percent adjusted for currency) led by double-digit growth in its all-flash array
offerings.
From a geographic perspective, Americas revenue decreased 3.4 percent (3 percent adjusted for currency), with the U.S. down 4.9
percent and Canada down 2.0 percent (up 2 percent adjusted for currency), partially offset by growth in Latin America (8.9 percent as
reported and 6 percent adjusted for currency). Europe/Middle East/Africa (EMEA) revenue decreased 8.1 percent (5 percent adjusted
for currency) primarily due to declines in Germany and the U.K. Revenue performance in those countries continued to be impacted by
the conclusion of certain services contracts. Asia Pacific revenue decreased 2.8 percent (1 percent adjusted for currency). Within Asia
Pacific, Japan revenue decreased 2.3 percent as reported, but increased 1 percent adjusted for currency.
The consolidated gross profit margin of 45.6 percent decreased 2.3 points year to year and reflects both mix and investments in
the business. The operating (non-GAAP) gross margin of 47.2 percent decreased 1.8 points compared to the prior year driven
primarily by the same factors. The consolidated gross margin and the operating (non-GAAP) gross margin improved sequentially 2.8
points and 2.7 points, respectively, compared to the first-quarter 2017 gross margins.
Total expense and other (income) decreased 4.6 percent in the second quarter of 2017 compared to the prior year. The year-toyear decrease was primarily the result of currency (3 points) and lower operational spending (2 points), partially offset by spending (1
point) related to acquisitions completed in the prior 12 months. The company has been shifting and adding resources to build new
solutions and platforms. The profile reflects a balance between investing in key areas and lower spending in certain other areas to
drive efficiencies. Total operating (non-GAAP) expense and other (income) decreased 5.9 percent year to year and was driven
primarily by the same factors.
Pre-tax income from continuing operations of $2.4 billion in the second quarter of 2017 decreased 19.9 percent year to year and
the pre-tax margin was 12.7 percent, a decrease of 2.4 points compared to the second quarter of 2016. The continuing operations
effective tax rate for the second quarter of 2017 was 4.5 percent compared to 17.8 percent in the
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second quarter of 2016. The effective tax rate in the second quarter of 2017 included discrete tax benefits ($170 million). Income from
continuing operations of $2.3 billion decreased 6.9 percent and the net income margin was 12.1 percent, a decrease of 0.3 points.
Losses from discontinued operations, net of tax, were $0.7 million in the second quarter of 2017 and $0.4 million in the second quarter
of 2016. Net income of $2.3 billion decreased 6.9 percent year to year. Operating (non-GAAP) pre-tax income from continuing
operations of $3.1 billion decreased 12.2 percent year to year. Operating (non-GAAP) pre-tax margin from continuing operations
decreased 1.4 points to 15.9 percent. Operating (non-GAAP) income from continuing operations of $2.8 billion decreased 1.5 percent
and the operating (non-GAAP) income margin from continuing operations of 14.5 percent increased 0.5 points. The operating (nonGAAP) effective tax rate from continuing operations in the second quarter of 2017 was 9.2 percent versus 19.0 percent in the prior
year.
Diluted earnings per share from continuing operations of $2.48 in the second quarter of 2017 decreased 5.0 percent year to year.
In the second quarter of 2017, the company repurchased 9.1 million shares of its common stock at a cost of $1.4 billion and had $2.4
billion remaining in the share repurchase authorization at June 30, 2017. Operating (non-GAAP) diluted earnings per share of $2.97
increased 0.7 percent versus the second quarter of 2016.
The company generated $3.5 billion in cash flow from operating activities in the second quarter of 2017, flat compared to the
second quarter of 2016. Net cash used in investing activities of $1.7 billion was $2.7 billion lower than the prior year, primarily driven
by a decrease in cash used for acquisitions ($2.8 billion). Net cash used in financing activities of $0.6 billion decreased $2.6 billion
compared to the prior year, primarily driven by higher net debt issuances ($3.3 billion), partially offset by an increase in common
stock repurchases ($0.6 billion).
In January 2017, the company disclosed that it is expecting GAAP earnings per share from continuing operations of at least
$11.95 and operating (non-GAAP) earnings of at least $13.80 per diluted share for 2017. The company also disclosed its expectation
of 2017 free cash flow to be consistent with 2016. Refer to page 79 in the Liquidity and Capital Resources section for additional
information on this non-GAAP measure. In July 2017, the company disclosed that it continues to maintain these expectations. Refer to
the Looking Forward section on pages 77 and 78 for additional information on the company’s expectations.
Financial Results Summary - Six Months Ended June 30:

(Dollars and shares in millions except per share amounts)
For the six months ended June 30:

2017

Revenue
Gross profit margin
Total expense and other (income)
Total expense and other (income)-to-revenue ratio
Income from continuing operations, before income taxes
Provision for/(benefit from) income taxes from continuing operations
Income from continuing operations
Income from continuing operations margin
Loss from discontinued operations, net of tax
Net income
Earnings per share from continuing operations:
Assuming dilution
Basic
Consolidated earnings per share - assuming dilution
Weighted-average shares outstanding:
Assuming dilution
Basic

$

Assets
Liabilities
Equity

$
$
$

2016

$
$

37,443 $
44.2%
12,699 $
33.9%
3,867 $
(218) $
4,085 $
10.9%
(3) $
4,082 $

38,923
47.2%
14,306
36.8%
4,082
(439)
4,521
11.6%
(3)
4,518

(3.8)%*
(3.0)pts.
(11.2)%
(2.8)pts.
(5.3)%
(50.3)%
(9.7)%
(0.7)pts.
2.0%
(9.7)%

$
$
$

4.32
4.35
4.32

4.69
4.71
4.69

(7.9)%
(7.6)%
(7.9)%

962.4
959.5

(1.9)%
(2.2)%

$
$
$
$

$
$
$

943.7
938.7
6/30/17

* (2.8) percent adjusted for currency
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Yr. to Yr.
Percent/
Margin
Change

120,495
101,951
18,544

12/31/16

$
$
$

117,470
99,078
18,392

2.6%
2.9%
0.8%
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The following table provides the company’s (non-GAAP) operating earnings for the first six months of 2017 and 2016.
(Dollars in millions except per share amounts)
For the six months ended June 30:

2017

Net income as reported
Loss from discontinued operations, net of tax
Income from continuing operations
Non-operating adjustments (net of tax):
Acquisition-related charges
Non-operating retirement-related costs/(income)
Operating (non-GAAP) earnings*
Diluted operating (non-GAAP) earnings per share

$

2016

$

4,082 $
(3)
4,085 $

4,518
(3)
4,521

$
$

378
584
5,047
5.35

345
239
5,105
5.30

$
$

Yr. to Yr.
Percent
Change

(9.7)%
2.0
(9.7)%
9.7
143.8
(1.2)%
0.9%

* See page 83 for a more detailed reconciliation of net income to operating earnings.
Financial Performance Summary — Six Months Ended June 30:
In the first six months of 2017, the company reported $37.4 billion in revenue, and delivered $4.1 billion in income from
continuing operations resulting in diluted earnings per share from continuing operations of $4.32 as reported and $5.35 on an
operating (non-GAAP) basis. The company generated $7.4 billion in cash from operations and $3.6 billion in free cash flow in the first
six months of 2017 which drove shareholder returns of $5.4 billion in gross common stock repurchases and dividends.
Total consolidated revenue decreased 3.8 percent year to year as reported and 2.8 percent adjusted for currency in the first six
months of 2017.
In the first six months of 2017, the company had revenue growth in the strategic imperatives of 8 percent year to year as reported
and 10 percent adjusted for currency. Total Cloud revenue of $7.5 billion was up 23 percent year to year as reported and 25 percent
adjusted for currency, with as-a-Service revenue up 43 percent (45 percent adjusted for currency). Analytics revenue of $9.5 billion
increased 5 percent as reported and 6 percent adjusted for currency. Mobile revenue was up 24 percent year to year (26 percent
adjusted for currency) and Security revenue increased 6 percent (7 percent adjusted for currency).
From a segment perspective, Cognitive Solutions revenue decreased 0.4 percent as reported, but increased 1 percent adjusted for
currency. On an as reported and adjusted for currency basis, Solutions Software revenue increased year to year, while Transaction
Processing Software revenue declined. GBS revenue decreased 3.4 percent as reported and 2 percent adjusted for currency primarily
driven by declines in Consulting and Application Management revenue. GBS strategic imperatives revenue increased 10 percent (12
percent adjusted for currency) year to year. Technology Services & Cloud Platforms revenue decreased 3.8 percent as reported and 3
percent adjusted for currency, primarily driven by Infrastructure Services down 4.6 percent (3 percent adjusted for currency).
Technology Services & Cloud Platforms strategic imperatives revenue was up 25 percent (26 percent adjusted for currency) year to
year, driven by hybrid cloud services. Systems revenue decreased 13.3 percent as reported (13 percent adjusted for currency) with z
Systems down 36.8 percent (36 percent adjusted for currency) and Power Systems down 15.3 percent (15 percent adjusted for
currency) consistent with the product cycles, partially offset by Storage Systems up 6.7 percent (8 percent adjusted for currency).
From a geographic perspective, Americas revenue decreased 1.8 percent (2 percent adjusted for currency) year to year with the
U.S. down 3.2 percent, partially offset by growth in Latin America (8.0 percent as reported, 3 percent adjusted for currency). EMEA
revenue decreased 8.1 percent (4 percent adjusted for currency) driven primarily by declines in Germany and the U.K. Asia Pacific
revenue decreased 2.3 percent (2 percent adjusted for currency), with Japan down 0.7 percent as reported, but flat adjusted for
currency.
The consolidated gross margin of 44.2 percent decreased 3.0 points year to year and reflects the mix to as-a-Service businesses
and investments in these areas, partially offset by productivity. The operating (non-GAAP) gross margin of 45.9 percent decreased 2.4
points versus the prior year driven primarily by the same factors.
Total expense and other (income) decreased $1,607 million or 11.2 percent in the first six months of 2017 compared to the prior
year. The year-to-year decrease was primarily the result of reduced expenses for workforce transformation and an
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increase in intellectual property income. This included a lower level of workforce rebalancing charges ($842 million) year to year and
a prior-year charge for real estate actions ($328 million). Intellectual property income increased $228 million year to year driven
primarily by the company’s software licensing arrangements. In addition, the effects of currency (2 points) contributed to the year-toyear decrease in expense and other (income). The year-to-year decrease in expense and other (income) was partially offset by
spending related to acquisitions (2 points) completed in the prior 12 months. Total operating (non-GAAP) expense and other (income)
decreased 13.5 percent year to year, driven primarily by the same factors.
Pre-tax income from continuing operations of $3.9 billion decreased 5.3 percent and the pre-tax margin was 10.3 percent, a
decrease of 0.2 points versus the first six months of 2016. The continuing operations effective tax rate for the first six months of 2017
was (5.6) percent compared to (10.8) percent in the prior year. The negative tax rate in the first six months of 2017 was primarily
driven by discrete tax items, including the first quarter intra-entity transfer of assets ($0.6 billion). The prior year negative tax rate was
primarily the result of a refund of previously paid Japan taxes plus interest ($1.2 billion). Income from continuing operations of $4.1
billion decreased 9.7 percent and the net income margin was 10.9 percent, a decrease of 0.7 points compared to the first six months of
2016. Losses from discontinued operations, net of tax, were $3 million and flat compared to the first six months of 2016. Net income
of $4.1 billion decreased 9.7 percent year to year. Operating (non-GAAP) pre-tax income from continuing operations of $5.1 billion
increased 5.7 percent year to year and the operating (non-GAAP) pre-tax margin from continuing operations increased 1.2 points to
13.7 percent. Operating (non-GAAP) income from continuing operations of $5.0 billion decreased 1.2 percent and the operating (nonGAAP) income margin from continuing operations of 13.5 percent increased 0.4 points. The operating (non-GAAP) effective tax rate
from continuing operations in the first six months of 2017 was 1.8 percent versus (5.0) percent in the first six months of 2016.
Diluted earnings per share from continuing operations of $4.32 decreased 7.9 percent year to year. In the first six months of 2017,
the company repurchased 16.3 million shares of its common stock and had $2.4 billion remaining in the current share repurchase
authorization at June 30, 2017. Operating (non-GAAP) diluted earnings per share of $5.35 increased 0.9 percent versus the prior year.
At June 30, 2017, the balance sheet remains strong, and with the newly reorganized financing entity, IBM Credit LLC, the
company is better positioned to support the business over the long term. Cash and marketable securities at quarter end were $12.3
billion, an increase of $3.8 billion from December 31, 2016. Key drivers in the balance sheet and total cash flows were:
Total assets increased $3.0 billion (flat adjusted for currency) from December 31, 2016 driven by:
x

Increases in cash and marketable securities ($3.8 billion), deferred taxes ($1.6 billion) and retirement plan assets ($1.0
billion); partially offset by

x

Decreases in total receivables ($3.0 billion).

Total liabilities increased $2.9 billion (decreased $0.1 billion adjusted for currency) from December 31, 2016 driven by:
x

Increases in total debt ($3.5 billion) and deferred income ($0.5 billion); offset by

x

Decreases in accounts payable ($1.1 billion) and taxes payable ($0.5 billion).

Total equity of $18.5 billion increased $0.2 billion from December 31, 2016 as a result of:
x

Increases from net income ($4.1 billion), retirement-related ($1.0 billion) and equity translation adjustments ($0.5 billion);
partially offset by

x

Decreases from dividends ($2.7 billion) and share repurchases ($2.7 billion).

The company generated $7.4 billion in cash flow provided by operating activities, a decrease of $1.6 billion compared to the first
six months of 2016, driven primarily by the prior-year tax refund. Net cash used in investing activities of $1.4 billion was $5.0 billion
lower than the prior year, primarily driven by a decrease in cash used for acquisitions ($5.2 billion). Net cash used in financing
activities of $2.7 billion increased $2.3 billion compared to the first six months of 2016, driven primarily by lower net debt issuances
and maturities ($1.2 billion) and increased common share repurchases ($0.9 billion).
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Second Quarter and First Six Months in Review
Results of Continuing Operations
Segment Details
The following is an analysis of the second quarter and first six months of 2017 versus the second quarter and first six months of
2016 reportable segment external revenue and gross margin results. Segment pre-tax income includes transactions between the
segments that are intended to reflect an arm’s-length transfer price and excludes certain unallocated corporate items.

(Dollars in millions)
For the three months ended June 30:

Revenue:
Cognitive Solutions
Gross margin
Global Business Services
Gross margin
Technology Services & Cloud Platforms
Gross margin
Systems
Gross margin
Global Financing
Gross margin
Other
Gross margin
Total consolidated revenue
Total consolidated gross profit
Total consolidated gross margin
Non-operating adjustments:
Amortization of acquired intangible assets
Retirement-related costs/(income)
Operating (non-GAAP) gross profit
Operating (non-GAAP) gross margin

2017

$

$
$

$
53

2016

Yr. to Yr.
Percent/Margin
Change

4,559 $
79.0%
4,097
24.9%
8,406
40.6%
1,747
52.7%
415
30.8%
65
(441.6)%
19,289 $
8,794 $
45.6%

4,675
82.2%
4,255
26.3%
8,857
41.6%
1,950
56.5%
424
38.7%
76
(272.1)%
20,238
9,702
47.9%

(2.5)%
(3.1)pts.
(3.7)%
(1.4)pts.
(5.1)%
(1.0)pts.
(10.4)%
(3.9)pts.
(2.2)%
(7.9)pts.
(15.2)%
(169.5)pts.
(4.7)%
(9.4)%
(2.3)pts.

117
195
9,105 $
47.2%

129
81
9,912
49.0%

(9.9)%
142.3%
(8.1)%
(1.8)pts.

Yr. to Yr.
Percent
Change
Adjusted For
Currency

(1.4)%
(1.7)%
(3.6)%
(9.6)%
(1.7)%
(14.3)%
(3.3)%
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(Dollars in millions)
For the six months ended June 30:

2017

Revenue:
Cognitive Solutions
Gross margin
Global Business Services
Gross margin
Technology Services & Cloud Platforms
Gross margin
Systems
Gross margin
Global Financing
Gross margin
Other
Gross margin
Total consolidated revenue
Total consolidated gross profit
Total consolidated gross margin
Non-operating adjustments:
Amortization of acquired intangible assets
Retirement-related costs/(income)
Operating (non-GAAP) gross profit
Operating (non-GAAP) gross margin

$

$
$

$

2016

Yr. to Yr.
Percent/Margin
Change

8,621 $
78.2%
8,103
24.3%
16,622
39.8%
3,142
50.4%
819
31.3%
136
(433.3)%
37,443 $
16,565 $
44.2%

8,654
82.1%
8,387
26.1%
17,280
41.3%
3,626
56.9%
834
40.5%
142
(304.3)%
38,923
18,388
47.2%

(0.4)%
(3.9)pts.
(3.4)%
(1.8)pts.
(3.8)%
(1.5)pts.
(13.3)%
(6.5)pts.
(1.7)%
(9.2)pts.
(4.2)%
(129.0)pts.
(3.8)%
(9.9)%
(3.0)pts.

236
388
17,189 $
45.9%

241
160
18,789
48.3%

(2.3)%
143.1%
(8.5)%
(2.4)pts.

Yr. to Yr.
Percent
Change
Adjusted For
Currency

0.5%
(1.8)%
(2.8)%
(12.6)%
(1.9)%
(3.7)%
(2.8)%

Cognitive Solutions

(Dollars in millions)
For the three months ended June 30:

Cognitive Solutions external revenue:
Solutions Software
Transaction Processing Software

2017

$
$

(Dollars in millions)
For the six months ended June 30:

Cognitive Solutions external revenue:
Solutions Software
Transaction Processing Software

$
$

4,675
3,231
1,444

2017

$
$

Yr. to Yr.
Percent
Change

2016

4,559
3,194
1,365

8,621
5,986
2,635

2016

$
$

Yr. to Yr.
Percent
Change
Adjusted For
Currency

8,654
5,922
2,732

(2.5)%
(1.1)%
(5.5)

(1.4)%
(0.1)%
(4.4)
Yr. to Yr.
Percent
Change
Adjusted For
Currency

Yr. to Yr.
Percent
Change

(0.4)%
1.1%
(3.5)

0.5%
2.0%
(2.7)

Cognitive Solutions revenue of $4,559 million decreased 2.5 percent as reported and 1 percent adjusted for currency in the second
quarter of 2017 compared to the prior year primarily driven by a decline in Transaction Processing Software. For the first six months
of the year, Cognitive Solutions revenue of $8,621 million decreased 0.4 percent as reported, but grew 1 percent adjusted for currency
with growth in Solutions Software, partially offset by declines in Transaction Processing Software both as reported and adjusted for
currency.
In the second quarter, Solutions Software revenue of $3,194 million decreased 1.1 percent as reported and was flat adjusted for
currency compared to the prior year. Transaction Processing Software revenue of $1,365 million declined 5.5 percent as reported (4
percent adjusted for currency) compared to second quarter of 2016. Within the segment, second-quarter annuity revenue, which
represents 80 percent of the segment revenue, grew 0.5 percent as reported and 2 percent adjusted for
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currency driven by growth in Solutions Software of 3.3 percent as reported (4 percent adjusted for currency).There was continued
strong Software-as-a-Service (SaaS) performance with double-digit revenue growth as reported and adjusted for currency again this
quarter. Within Solutions Software, there was growth in Analytics with double-digit growth in Watson Health. Offsetting this growth,
second quarter software transactional revenue for the segment was down double digits year to year as reported and adjusted for
currency. This decrease was driven by declines in certain license-based offerings which had a larger impact in the second quarter
given the seasonality of the transactional content.
Within Cognitive Solutions, total second quarter strategic imperatives revenue of $3.0 billion was flat year to year as reported and
grew 1 percent adjusted for currency. Cloud revenue of $0.6 billion grew 23 percent as reported (24 percent adjusted for currency),
with an as-a-Service exit run rate of $1.9 billion. For the first six months of the year, total strategic imperatives revenue of $5.6 billion
grew 3 percent as reported (4 percent adjusted for currency) year to year. Cloud revenue of $1.2 billion grew 32 percent as reported
(33 percent adjusted for currency).

(Dollars in millions)
For the three months ended June 30:

2017

Cognitive Solutions:
External gross profit
External gross profit margin
Pre-tax income
Pre-tax margin

$

(Dollars in millions)
For the six months ended June 30:

2016

3,602 $
79.0%
1,615 $
31.0%

$

2017

Cognitive Solutions:
External gross profit
External gross profit margin
Pre-tax income
Pre-tax margin

$
$

Yr. to Yr.
Percent/
Margin
Change

3,841
82.2%
1,451
27.5%

Yr. to Yr.
Percent/
Margin
Change

2016

6,742 $
78.2%
2,889 $
28.9%

(6.2)%
(3.1)pts.
11.3%
3.4pts.

7,102
82.1%
2,465
24.9%

(5.1)%
(3.9)pts.
17.2%
4.1pts.

Cognitive Solutions gross profit margin decreased 3.1 points to 79.0 percent in the second quarter of 2017 compared to the prior
year, but improved sequentially from the first quarter of the year. For the first six months of the year, gross profit margin decreased
3.9 points to 78.2 percent. The gross profit margin decline year to year is driven by continued investment in strategic areas, including
acquisitions, and an increasing mix toward SaaS. Approximately 25 percent of the Cognitive Solutions business is now comprised of
services and SaaS offerings, which currently has a different margin profile than the traditional software delivery offerings.
In the second quarter, pre-tax income of $1,615 million increased 11.3 percent compared to the prior year with a pre-tax margin
improvement of 3.4 points to 31.0 percent. For the first six months of the year, pre-tax income of $2,889 million increased 17.2
percent compared to the prior year with a pre-tax margin improvement of 4.1 points to 28.9 percent as the company continues to
embed cognitive into offerings, build and scale platforms, and drive vertical solutions. The year-to-year benefit in the six month period
also reflects a lower level of charges related to workforce rebalancing and real estate actions year to year.
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Global Business Services

(Dollars in millions)
For the three months ended June 30:

Global Business Services external revenue:
Consulting
Global Process Services
Application Management

2017

$
$

(Dollars in millions)
For the six months ended June 30:

Global Business Services external revenue:
Consulting
Global Process Services
Application Management

$
$

2017

$
$

Yr. to Yr.
Percent
Change

2016

4,097
1,822
319
1,956

4,255
1,885
346
2,024

$
$

(3.7)%
(3.3)%
(7.8)
(3.4)

8,387
3,720
694
3,973

(1.7)%
(1.2)%
(6.7)
(1.3)
Yr. to Yr.
Percent
Change
Adjusted For
Currency

Yr. to Yr.
Percent
Change

2016

8,103
3,591
634
3,878

Yr. to Yr.
Percent
Change
Adjusted For
Currency

(3.4)%
(3.5)%
(8.7)
(2.4)

(1.8)%
(1.8)%
(7.8)
(0.7)

Global Business Services revenue of $4,097 million decreased 3.7 percent as reported and 2 percent adjusted for currency in the
second quarter of 2017 compared to the prior year. Within the segment, strategic imperatives revenue grew as reported and adjusted
for currency with cloud, mobile and analytics practices delivering strong year-to-year growth. This growth continues to be more than
offset by declines in the more traditional areas that the company is shifting away from, such as large ERP and on-premise enterprise
application implementations. For the first six months of the year, Global Business Services revenue of $8,103 million decreased 3.4
percent as reported and 2 percent adjusted for currency.
In the second quarter, Consulting revenue of $1,822 million declined 3.3 percent as reported (1 percent adjusted for currency)
with continued lower percentage declines on a sequential basis, as reported and adjusted for currency. There was strong growth in
digital offerings and the mobile practice continues to expand with a portfolio of cognitive enabled enterprise iOS applications that can
redesign clients’ workflows. There was a continued decline in traditional enterprise application workloads as resources are shifted
away from these areas. In the second quarter, after several quarters of larger declines, Consulting backlog is stabilizing. Global
Process Services (GPS) revenue of $319 million decreased 7.8 percent as reported (7 percent adjusted for currency) compared to the
prior year. Application Management revenue of $1,956 million decreased 3.4 percent as reported (1 percent adjusted for currency) and
has been relatively stable over the past several quarters as clients look to the company to manage the life cycle of their critical
applications. The company continues to help clients move to new cloud architectures that improve the speed and agility of their
operations while leveraging the value of their current systems and their data.
Within the segment, the company has realigned its practice model to improve productivity and focus its strategy around three
growth platforms: to help clients build and execute digital strategies; to help clients re-engineer their core processes; and to modernize
clients’ applications and move them to cloud. This strategy is beginning to take hold and, in the second quarter, Global Business
Services signings grew for the second consecutive quarter as reported and adjusted for currency.
Total second quarter 2017 GBS strategic imperatives revenue of $2.5 billion grew 8 percent as reported (11 percent adjusted for
currency) year to year. Cloud revenue of $1.0 billion grew 36 percent as reported (39 percent adjusted for currency), with an as-aService exit run rate of $1.1 billion. For the first six months of the year, total strategic imperatives revenue of $4.7 billion grew 10
percent as reported (12 percent adjusted for currency) year to year. Cloud revenue of $1.9 billion grew 45 percent as reported (47
percent adjusted for currency).
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(Dollars in millions)
For the three months ended June 30:

2017

Global Business Services:
External gross profit
External gross profit margin
Pre-tax income
Pre-tax margin

$

(Dollars in millions)
For the six months ended June 30:

2016

1,019 $
24.9%
321 $
7.7%

$

2017

Global Business Services:
External gross profit
External gross profit margin
Pre-tax income
Pre-tax margin

$

1,120
26.3%
476
10.9%

(9.0)%
(1.4)pts.
(32.5)%
(3.2)pts.
Yr. to Yr.
Percent/
Margin
Change

2016

1,966 $
24.3%
612 $
7.4%

$

Yr. to Yr.
Percent/
Margin
Change

2,188
26.1%
665
7.7%

(10.1)%
(1.8)pts.
(8.0)%
(0.3)pts.

GBS second quarter gross profit margin decreased 1.4 points to 24.9 percent compared to the prior year, but improved more than a
point sequentially. In the second quarter of 2017, pre-tax income of $321 million decreased 32.5 percent year to year and the pre-tax
margin declined 3.2 points to 7.7 percent. For the first six months of the year, pre-tax income of $612 million decreased 8.0 percent
and the pre-tax margin declined 0.3 points to 7.4 percent. Pre-tax income performance for the first six months of 2017 includes a
lower level of charges related to workforce rebalancing and real estate actions as compared to the prior year.
GBS continues to shift to higher value work while focusing on improving productivity. From a profit perspective, the company
has yielded savings from workforce actions and continues to invest to remix skills. There is pricing pressure in the areas that are not as
differentiated, and the company continues to focus on capturing the value of new offerings. The practice infrastructure has been
streamlined and the company is driving efficiencies in its delivery model through new methods and project management approaches.
Technology Services & Cloud Platforms

(Dollars in millions)
For the three months ended June 30:

Technology Services & Cloud Platforms external
revenue:
Infrastructure Services
Technical Support Services
Integration Software

2017

$
$

(Dollars in millions)
For the six months ended June 30:

Technology Services & Cloud Platforms external
revenue:
Infrastructure Services
Technical Support Services
Integration Software

$
$

2017

$
$

Yr. to Yr.
Percent
Change

2016

8,406
5,544
1,794
1,068

16,622 $
11,030 $
3,555
2,037
57

Yr. to Yr.
Percent
Change
Adjusted For
Currency

8,857
5,930
1,829
1,098

2016

17,280
11,556
3,614
2,110

(5.1)%
(6.5)%
(1.9)
(2.8)

(3.6)%
(4.9)%
(0.7)
(1.5)
Yr. to Yr.
Percent
Change
Adjusted For
Currency

Yr. to Yr.
Percent
Change

(3.8)%
(4.6)%
(1.6)
(3.4)

(2.8)%
(3.4)%
(1.1)
(2.3)
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Technology Services & Cloud Platforms revenue of $8,406 million decreased 5.1 percent as reported and 4 percent adjusted for
currency in the second quarter of 2017 compared to the prior year driven primarily by a year-to-year decline in Infrastructure
Services. For the first six months of the year, Technology Services and Cloud Platforms revenue of $16,622 million decreased 3.8
percent as reported and 3 percent adjusted for currency.
In the second quarter, Infrastructure Services revenue of $5,544 million declined 6.5 percent as reported (5 percent adjusted for
currency) compared to the prior year due to certain prior year-acquisitions and the shift away from lower value work. In the quarter,
the segment continued to be impacted by some large contracts that concluded, particularly in Europe. In the second quarter of 2016,
the segment closed a few acquisitions and revenue is now included in both periods presented. There have been no significant
acquisitions in 2017 in the segment. In Infrastructure Services, the business model is to deliver productivity to clients and then grow
by expanding the scope of work and adding new clients to the platform. In line with this model, during the second quarter, some
substantial new transactions were signed that will begin contributing to revenue performance in the second half of 2017.
Technical Support Services second quarter revenue of $1,794 million decreased 1.9 percent as reported (1 percent adjusted for
currency) year to year. While overall revenue declined, multi-vendor support services, that provide wall-to-wall support for clients’ IT
operations, had revenue growth again this quarter as reported and adjusted for currency. Integration Software second quarter revenue
of $1,068 million decreased 2.8 percent as reported (1 percent adjusted for currency) compared to the prior year. While the annuity
base remains stable and there is strong revenue growth in SaaS offerings including WebSphere Application Server, Hybrid
Transformation and Connect to Cloud, transactional revenue continued to decline as more of this portfolio shifts to the IBM Cloud.
Across the segment, the company continued to deliver strong revenue growth year to year in cloud, analytics, mobile and security as
reported and adjusted for currency.
Total Technology Services & Cloud Platforms second quarter 2017 strategic imperatives revenue of $2.5 billion grew 20 percent
as reported (22 percent adjusted for currency) year to year. Cloud revenue of $1.7 billion grew 19 percent as reported (21 percent
adjusted for currency), with an as-a-Service exit run rate of $5.8 billion. For the first six months of the year, total strategic imperatives
revenue of $4.9 billion grew 25 percent as reported (26 percent adjusted for currency) year to year. Cloud revenue of $3.3 billion grew
29 percent as reported (31 percent adjusted for currency).

(Dollars in millions)
For the three months ended June 30:

2017

Technology Services & Cloud Platforms:
External Technology Services gross profit
External Technology Services gross profit margin
External Integration Software gross profit
External Integration Software gross profit margin
External total gross profit
External total gross profit margin
Pre-tax income
Pre-tax margin

$

$
$

(Dollars in millions)
For the six months ended June 30:

2016

2,534 $
34.5%
876 $
82.1%
3,410 $
40.6%
1,009 $
11.8%

$

2017

Technology Services & Cloud Platforms:
External Technology Services gross profit
External Technology Services gross profit margin
External Integration Software gross profit
External Integration Software gross profit margin
External total gross profit
External total gross profit margin
Pre-tax income
Pre-tax margin

$
$
$
$
58

Yr. to Yr.
Percent/
Margin
Change

2,746
35.4%
936
85.3%
3,683
41.6%
1,279
14.2%

Yr. to Yr.
Percent/
Margin
Change

2016

4,963 $
34.0%
1,645 $
80.8%
6,608 $
39.8%
1,696 $
10.0%

(7.7)%
(0.9)pts.
(6.4)%
(3.2)pts.
(7.4)%
(1.0)pts.
(21.1)%
(2.4)pts.

5,351
35.3%
1,779
84.3%
7,130
41.3%
1,537
8.7%

(7.3)%
(1.2)pts.
(7.5)%
(3.6)pts.
(7.3)%
(1.5)pts.
10.3%
1.3pts.
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Technology Services & Cloud Platforms gross profit margin decreased 1.0 points year to year in the second quarter to 40.6 percent,
but improved more than a point sequentially. In the second quarter of 2017, pre-tax income of $1,009 million decreased 21.1 percent
and the pre-tax margin declined 2.4 points to 11.8 percent. For the first six months of the year, pre-tax income of $1,696 million
increased 10.3 percent and the pre-tax margin improved 1.3 points to 10.0 percent. The year-to-year benefit in the six-month period
includes a lower level of charges related to workforce and real estate actions as compared to the prior year.
Technology Services & Cloud Platforms profit performance reflects efficiencies in service delivery and savings from workforce
actions offset by continued investment. The company is investing in its cognitive delivery platform which is an end-to-end platform
that offers next generation enterprise IT services designed to use cognitive technology. This drives operational efficiencies and
improves delivery performance. The company also continued to invest in its IBM Cloud capabilities and announced the opening of
four new cloud centers in the U.S., which extends capacity with centers in key local markets across nineteen different countries.
Services Backlog and Signings

At June 30,
2017

(Dollars in billions)

Total backlog

$

118.3

At June 30,
2016

$

Yr. to Yr.
Percent
Change
Adjusted For
Currency

Yr. to Yr.
Percent
Change

123.6

(4.3)%

(3.6)%

The estimated total services backlog at June 30, 2017 was $118 billion, a decrease of 4.3 percent as reported and 4 percent
adjusted for currency with declines in Global Technology Services (GTS) and GBS year to year both as reported and adjusted for
currency.
Total services backlog includes Infrastructure Services, Consulting, Global Process Services, Application Management and
Technical Support Services. Total backlog is intended to be a statement of overall work under contract for these businesses and
therefore includes Technical Support Services. It does not include as-a-Service offerings that have flexibility in contractual
commitment terms. Backlog estimates are subject to change and are affected by several factors, including terminations, changes in the
scope of contracts, periodic revalidations, adjustments for revenue not materialized and adjustments for currency.
Services signings are management’s initial estimate of the value of a client’s commitment under a services contract. There are no
third-party standards or requirements governing the calculation of signings. The calculation used by management involves estimates
and judgments to gauge the extent of a client’s commitment, including the type and duration of the agreement, and the presence of
termination charges or wind-down costs.
Signings include Infrastructure Services, Consulting, Global Process Services and Application Management contracts. Contract
extensions and increases in scope are treated as signings only to the extent of the incremental new value. Technical Support Services is
not included in signings as maintenance contracts tend to be more steady state, where revenues equal renewals.
Contract portfolios purchased in an acquisition are treated as positive backlog adjustments provided those contracts meet the
company’s requirements for initial signings. A new signing will be recognized if a new services agreement is signed incidental or
coincidental to an acquisition or divestiture.

(Dollars in millions)
For the three months ended June 30:

Total signings

2017

$

10,888
59

2016

$

13,053

Yr. to Yr.
Percent
Change

(16.6)%

Yr. to Yr.
Percent
Change
Adjusted For
Currency

(14.2)%
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(Dollars in millions)
For the six months ended June 30:

Total signings

2017

$

Yr. to Yr.
Percent
Change

2016

18,793

$

21,077

Yr. to Yr.
Percent
Change
Adjusted For
Currency

(10.8)%

(8.9)%

Systems

(Dollars in millions)
For the three months ended June 30:

Systems external revenue:
Systems Hardware
z Systems
Power Systems
Storage Systems
Operating Systems Software

2017

$
$

Systems external revenue:
Systems Hardware
z Systems
Power Systems
Storage Systems
Operating Systems Software

2016

1,747
1,328

$
$

1,950
1,489

419

(Dollars in millions)
For the six months ended June 30:

Yr. to Yr.
Percent
Change

2016

3,142
2,328

814

(10.4)%
(10.8)%
(34.2)
(3.4)
7.2
(9.1)

462

2017

$
$

Yr. to Yr.
Percent
Change

$
$

3,626
2,724

902

(13.3)%
(14.5)%
(36.8)
(15.3)
6.7
(9.8)

Yr. to Yr.
Percent
Change
Adjusted For
Currency

(9.6)%
(10.1)%
(33.5)
(2.8)
8.1
(8.2)
Yr. to Yr.
Percent
Change
Adjusted For
Currency

(12.6)%
(13.8)%
(36.2)
(14.8)
7.7
(9.1)

Systems revenue of $1,747 million decreased 10.4 percent as reported (10 percent adjusted for currency) in the second quarter of
2017 compared to the prior year with sequential improvement in the declining rate compared to the first quarter of 2017. Systems
Hardware revenue of $1,328 million decreased 10.8 percent as reported (10 percent adjusted for currency) year to year aligned with
expected declines in z Systems and Power Systems consistent with the product cycles, partially offset by growth in Storage Systems.
Operating Systems Software revenue of $419 million decreased 9.1 percent as reported (8 percent adjusted for currency) compared to
the prior year. For the first six months of 2017, Systems revenue of $3,142 million decreased 13.3 percent as reported (13 percent
adjusted for currency) with declines in both Systems Hardware and Operating Systems Software.
Within Systems Hardware, second quarter z Systems revenue decreased 34.2 percent as reported (33 percent adjusted for
currency) year to year reflecting product cycle dynamics in the final quarter of the z13 product cycle. However, ten quarters into this
cycle, the company continued to add new clients to the platform, with 4 new clients in the second quarter of 2017 and a total of 91
since introduction of the z13. The third quarter 2017 launch of the new z14 mainframe will change the z Systems product cycle
dynamics in the second half of the year.
Power Systems second quarter revenue decreased 3.4 percent as reported (3 percent adjusted for currency) year to year, with
declines moderating and sequential improvement from the first quarter. This reflects the company’s continued shift to a growing
Linux market while continuing to serve a high value, but declining UNIX market. While Linux had continued revenue growth as
reported and adjusted for currency in the second quarter of 2017, UNIX declined as reported and adjusted for currency.
Storage Systems second quarter revenue increased by 7.2 percent as reported (8 percent adjusted for currency) year to year with
sequential improvement in the growth rate led by growth in all-flash array offerings. Flash was the growth catalyst in Storage
midrange and high-end offerings.
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Total second quarter Systems strategic imperatives revenue of $0.8 billion decreased 15 percent year to year as reported and
adjusted for currency. Cloud revenue of $0.6 billion decreased 18 percent as reported (17 percent adjusted for currency). For the first
six months of the year, total strategic imperatives revenue of $1.3 billion decreased 16 percent as reported (15 percent adjusted for
currency) year to year. Cloud revenue of $1.1 billion decreased 17 percent as reported (16 percent adjusted for currency).

(Dollars in millions)
For the three months ended June 30:

2017

Systems:
External Systems Hardware gross profit
External Systems Hardware gross profit margin
External Operating Systems Software gross profit
External Operating Systems Software gross profit margin
External total gross profit
External total gross profit margin
Pre-tax income/(loss)
Pre-tax margin

$

$
$

(Dollars in millions)
For the six months ended June 30:

2016

555
41.8%
365
87.1%
920
52.7%
74
3.9%

$

$

$
$
$
$

687
46.1%
416
90.1%
1,103
56.5%
229
10.6%

$
$
$

2017

Systems:
External Systems Hardware gross profit
External Systems Hardware gross profit margin
External Operating Systems Software gross profit
External Operating Systems Software gross profit margin
External total gross profit
External total gross profit margin
Pre-tax income/(loss)
Pre-tax margin

Yr. to Yr.
Percent/
Margin
Change

Yr. to Yr.
Percent/
Margin
Change

2016

874 $
37.6%
708 $
87.0%
1,582 $
50.4%
(112) $
(3.2)%

(19.2)%
(4.3)pts.
(12.1)%
(3.0)pts.
(16.5)%
(3.9)pts.
(67.5)%
(6.7)pts.

1,259
46.2%
802
89.0%
2,062
56.9%
218
5.4%

(30.6)%
(8.7)pts.
(11.8)%
(2.0)pts.
(23.2)%
(6.5)pts.
nm%
(8.6)pts.

nm - not meaningful
The Systems gross profit margin decreased 3.9 points to 52.7 percent in the second quarter of 2017 compared to the prior year,
but improved sequentially from the first quarter of the year. Although there was year-to-year margin improvement in z Systems and
Storage Systems, the overall decline was driven by product mix away from high-margin z Systems, due to product transitions, toward
lower-margin Storage products. For the first six months of the year, the Systems gross profit margin decreased 6.5 points to 50.4
percent compared to the prior year, with margin declines across all hardware brands and Operating Systems Software, as well as an
impact from mix.
In the second quarter of 2017, pre-tax income of $74 million decreased 67.5 percent and pre-tax margin declined 6.7 points year
to year to 3.9 percent consistent with the product cycle and portfolio transition dynamics. For the first six months of the year, there
was a pre-tax loss of $112 million compared with pre-tax income of $218 million in the prior year which included a higher level of
charges related to workforce rebalancing and real estate actions.
While the company continues to face shifting market dynamics and product transitions, its portfolio remains optimized for
cognitive and cloud and it continues to expand its footprint and add new capabilities. The company has continued to reinvent the
mainframe and Power platforms to address the most contemporary enterprise workloads. The recently announced z14 mainframe, with
its unprecedented encryption capabilities, will continue to provide a high value, secure and scalable platform that clients rely on for
their mission critical applications.
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Global Financing
Global Financing is a reportable segment that is measured as a stand-alone entity. Global Financing facilitates IBM clients’
acquisition of information technology systems, software and services by providing financing solutions in the areas where the company
has the expertise, while generating strong returns on equity. Global Financing also optimizes the recovery of residual values by selling
assets sourced from end of lease, leasing used equipment to new clients, or extending lease arrangements with current clients. Sales of
equipment include equipment returned at the end of a lease, surplus internal equipment and used equipment purchased externally.
Residual value is a risk unique to the financing business and management of this risk is dependent upon the ability to accurately
project future equipment values at lease inception. Global Financing has insight into product plans and cycles for the IBM products
under lease. Based upon this product information, Global Financing continually monitors projections of future equipment values and
compares them with the residual values reflected in the portfolio.
Results of Operations
Three Months Ended
June 30,
2017
2016

(Dollars in millions)

External revenue
Internal revenue
Total revenue
Pre-tax income

$

415
290
705
282

$
$

$
$
$

Six Months Ended
June 30,
2017
2016

424
502
926
467

$
$
$

819
653
1,473
593

$
$
$

834
988
1,822
853

In the second quarter of 2017, Global Financing total revenue of $705 million decreased 23.9 percent compared to the prior year.
This was due to a decline in internal revenue of 42.1 percent, driven by a decrease in internal used equipment sales revenue (down
51.3 percent to $210 million), partially offset by an increase in internal financing revenue (up 13.8 percent to $80 million). External
revenue declined 2.2 percent as reported (2 percent adjusted for currency), due to a decrease in financing revenue (down 6.2 percent to
$294 million), partially offset by an increase in external used equipment sales revenue (up 9.0 percent to $121 million).
The decrease in total revenue in the first six months of 2017 compared to the same period in 2016 was due to a decline in internal
revenue of 33.9 percent, driven by the same factors as in the second quarter of 2017. Internal used equipment sales revenue declined
(down 42.6 percent to $478 million), partially offset by an increase in internal financing revenue (up 13.2 percent to $176 million);
and external revenue declined 1.7 percent as reported (2 percent adjusted for currency), with a decline in financing revenue (down 6.4
percent to $590 million), partially offset by an increase in external used equipment sales revenue (up 12.9 percent to $229 million).
The year-to-year increases in internal financing revenue in the second quarter and first six months of 2017 were due to higher
average asset balances and higher asset yields. The decreases in external financing revenue in the second quarter and the first six
months of 2017, compared to the same periods in 2016, were due to lower asset yields and lower average asset balances.
Total sales of used equipment represented 46.9 percent and 48.0 percent of Global Financing’s revenue in the second quarter and
first six months of 2017, respectively and 58.5 percent and 56.8 percent in the second quarter and first six months of 2016,
respectively. The decreases in both periods were due to a lower volume of used equipment sales for internal transactions. The gross
profit margins on used sales were 50.5 percent and 62.4 percent in the second quarter of 2017 and 2016, respectively and 51.0 percent
and 63.1 percent in the first six months of 2017 and 2016, respectively. The decreases in the gross profit margins were driven by a
shift in mix away from higher margin internal equipment sales.
Global Financing pre-tax income decreased 39.6 percent to $282 million in the second quarter of 2017, compared to the same
period in 2016, due to lower gross profit ($181 million) and an increase in total expenses ($4 million), including an increase in
financing receivables provisions ($3 million). Pre-tax income decreased 30.5 percent to $593 million in the first six months of 2017,
compared to the same period in 2016, due to lower gross profit ($309 million), partially offset by a decrease in total expenses ($48
million), including a decrease in financing receivables provisions ($62 million), primarily due to Brazil requirements in the prior year.
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Global Financing return on equity was 26.0 percent and 25.1 percent for the three and six months ended June 30, 2017,
respectively, compared to 35.5 percent and 31.8 percent for the three and six months ended June 30, 2016, respectively. The decrease
in return on equity in the second quarter and first six months of 2017 compared to the same periods of 2016, was due to the decrease
in net income, partially offset by a decrease in equity. See page 81 for the details of the after-tax income and return on equity
calculation.
Total unguaranteed residual value of leases was $674 million as of June 30, 2017. In addition to the unguaranteed residual value,
on a limited basis, Global Financing will obtain guarantees of the future value of the equipment to be returned at end of lease. Thirdparty residual value guarantees increase the minimum lease payments as provided for by accounting standards that are utilized in
determining the classification of a lease as a sales-type lease, direct financing lease or operating lease and provide protection against
risk of loss arising from declines in equipment values for these assets. The aggregate asset values associated with the guarantees of
sales-type leases were $63 million and $67 million for the financing transactions originated during the quarters ended June 30, 2017
and 2016, respectively and $106 million and $158 million for the six months ended June 30, 2017 and 2016, respectively.
Geographic Revenue
In addition to the revenue presentation by reportable segment, the company also measures revenue performance on a geographic
basis. The following geographic, regional and country-specific revenue performance excludes OEM revenue.

(Dollars in millions)
For the three months ended June 30:

2017

Total Revenue
Geographies:
Americas
Europe/Middle East/Africa (EMEA)
Asia Pacific

$
$

(Dollars in millions)
For the six months ended June 30:

Total Revenue
Geographies:
Americas
Europe/Middle East/Africa (EMEA)
Asia Pacific

2016

19,289
19,208
9,162
5,768
4,279

$
$

2017

$
$

37,443
37,280
17,840
11,197
8,242

Yr. to Yr.
Percent
Change

20,238
20,163
9,486
6,274
4,402

2016

$
$

38,923
38,773
18,159
12,181
8,433

Yr. to Yr.
Percent
Change
Adjusted For
Currency

(4.7)%
(4.7)%
(3.4)
(8.1)
(2.8)

(3.3)%
(3.3)%
(3.3)
(4.7)
(1.5)
Yr. to Yr.
Percent
Change
Adjusted For
Currency

Yr. to Yr.
Percent
Change

(3.8)%
(3.9)%
(1.8)
(8.1)
(2.3)

(2.8)%
(2.8)%
(2.2)
(4.2)
(2.1)

Total geographic revenue of $19,208 million decreased 4.7 percent as reported and 3 percent adjusted for currency in the second
quarter of 2017 compared to the prior year. Americas revenue of $9,162 million decreased 3.4 percent as reported and 3 percent
adjusted for currency. EMEA revenue of $5,768 million decreased 8.1 percent as reported and 5 percent adjusted for currency. Asia
Pacific revenue of $4,279 million declined 2.8 percent as reported and 1 percent adjusted for currency in the second quarter versus the
prior year.
Within Americas, U.S. second-quarter revenue decreased 4.9 percent compared to the prior year. Canada was down 2.0 percent as
reported, but was up 2 percent year to year adjusted for currency. Latin America increased 8.9 percent as reported and 6 percent
adjusted for currency. Within Latin America, Brazil was up 16.8 percent as reported and 10 percent adjusted for currency and Mexico
increased 7.3 percent as reported and 8 percent adjusted for currency.
In the second quarter, within EMEA, revenue in Germany decreased 13.8 percent (12 percent adjusted for currency), the UK
declined 17.9 percent (8 percent adjusted for currency), while Spain improved 6.4 percent (9 percent adjusted for currency). The
Middle East and Africa region declined 4.2 percent as reported and 6 percent adjusted for currency.
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Within Asia Pacific, Japan revenue decreased 2.3 percent as reported, but grew 1 percent adjusted for currency. India grew 6.9
percent as reported and 3 percent adjusted for currency and South Korea increased 10.2 percent as reported and 7 percent adjusted for
currency. China revenue decreased 12.6 percent as reported (10 percent adjusted for currency).
Total geographic revenue of $37,280 million decreased 3.9 percent as reported and 3 percent adjusted for currency in the first six
months of 2017 compared to the prior year. Americas revenue of $17,840 million decreased 1.8 percent as reported and 2 percent
adjusted for currency. EMEA revenue of $11,197 million decreased 8.1 percent as reported and 4 percent adjusted for currency. Asia
Pacific revenue of $8,242 million decreased 2.3 percent as reported and 2 percent adjusted for currency.
Within Americas, U.S. revenue decreased 3.2 percent compared to the first six months of the prior year. Canada was essentially
flat year to year as reported, but up 1 percent adjusted for currency. Latin America increased 8.0 percent as reported and 3 percent
adjusted for currency. Within Latin America, Brazil increased 17.6 percent as reported and 5 percent adjusted for currency.
Within EMEA, revenue in Germany decreased 10.9 percent as reported and 8 percent adjusted for currency. The UK decreased
18.4 percent as reported and 7 percent adjusted for currency compared to the first six months of the prior year. France decreased 5.4
percent as reported and 3 percent adjusted for currency. Italy declined 3.2 percent as reported, but was essentially flat year to year
adjusted for currency. Spain increased 1.3 percent (4 percent adjusted for currency). There was a decline in the Central and Eastern
European region as reported and adjusted for currency including a year-to-year decline in Russia of 7.9 percent. The Middle East and
Africa region decreased 1.0 percent as reported and 3 percent adjusted for currency.
Within Asia Pacific, Japan declined 0.7 percent (essentially flat adjusted for currency) compared to the first six months of the prior
year. China decreased 12.6 percent as reported and 10 percent adjusted for currency. Australia decreased 6.0 percent as reported and 8
percent adjusted for currency. India grew 6.3 percent as reported and 4 percent adjusted for currency.
Expense
Total Expense and Other (Income)
(Dollars in millions)
For the three months ended June 30:

2017

Total consolidated expense and other (income)
Non-operating adjustments:
Amortization of acquired intangible assets
Acquisition-related charges
Non-operating retirement-related (costs)/income
Operating (non-GAAP) expense and other (income)
Total consolidated expense-to-revenue ratio
Operating (non-GAAP) expense-to-revenue ratio

2016

$

6,351

$

(127) $
(6)
(186)
6,032 $
32.9%
31.3%

$

(Dollars in millions)
For the six months ended June 30:

$

2017

Total consolidated expense and other (income)
Non-operating adjustments:
Amortization of acquired intangible assets
Acquisition-related charges
Non-operating retirement-related (costs)/income
Operating (non-GAAP) expense and other (income)
Total consolidated expense-to-revenue ratio
Operating (non-GAAP) expense-to-revenue ratio

6,653
(136)
(23)
(83)
6,411
32.9%
31.7%

2016

$

12,699

$

(257) $
(19)
(371)
12,052 $
33.9%
32.2%

$

Yr. to Yr.
Percent
Change

$

(4.6)%
(6.8)%
(73.3)
124.5
(5.9)%
0.0pts.
(0.4)pts.
Yr. to Yr.
Percent
Change

14,306

(11.2)%

(235)
3
(146)
13,928
36.8%
35.8%

9.2%
nm
153.9
(13.5)%
(2.8)pts.
(3.6)pts.

nm - not meaningful
For additional information regarding total expense and other (income) for both expense presentations, see the following
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analyses by category.
Selling, General and Administrative Expense
(Dollars in millions)
For the three months ended June 30:

2017

Selling, general and administrative expense:
Selling, general and administrative — other
Advertising and promotional expense
Workforce rebalancing charges
Retirement-related costs
Amortization of acquired intangible assets
Stock-based compensation
Bad debt expense
Total consolidated selling, general and administrative expense
Non-operating adjustments:
Amortization of acquired intangible assets
Acquisition-related charges
Non-operating retirement-related (costs)/income
Operating (non-GAAP) selling, general and administrative expense

$

4,268
390
3
256
127
98
18
5,160

$
$

$

$

(127) $
(3)
(138)
4,893 $

$

(Dollars in millions)
For the six months ended June 30:

2016

2017

Selling, general and administrative expense:
Selling, general and administrative — other
Advertising and promotional expense
Workforce rebalancing charges
Retirement-related costs
Amortization of acquired intangible assets
Stock-based compensation
Bad debt expense
Total consolidated selling, general and administrative expense
Non-operating adjustments:
Amortization of acquired intangible assets
Acquisition-related charges
Non-operating retirement-related (costs)/income
Operating (non-GAAP) selling, general and administrative expense

$

$
$
$

8,395
753
171
515
257
189
32
10,312

4,522
361
15
198
136
91
26
5,349

(5.6)%
7.9
(76.6)
29.5
(6.8)
7.6
(30.7)
(3.5)%

(136)
(23)
(75)
5,114

(6.8)%
(88.7)
82.2
(4.3)%

2016

$

$

(257) $
(12)
(274)
9,769 $

Yr. to Yr.
Percent
Change

Yr. to Yr.
Percent
Change

8,714
709
1,013
377
235
190
123
11,361

(3.7)%
6.2
(83.2)
36.7
9.2
(0.3)
(73.6)
(9.2)%

(235)
9
(130)
11,004

9.2%
nm
109.9
(11.2)%

nm - not meaningful
Total selling, general and administrative (SG&A) expense decreased 3.5 percent in the second quarter of 2017 driven primarily by
the following factors:
x

Lower spending from increased focus on driving expense efficiency (3 points); and

x

The effects of currency (2 points); partially offset by

x

The impact of acquisitions completed in the prior 12-month period (1 point).

Operating (non-GAAP) expense decreased 4.3 percent year to year driven primarily by the same factors.
SG&A expense decreased 9.2 percent in the first six months of 2017 versus the first six months of 2016 driven primarily by the
following factors:
x

Lower workforce rebalancing charges (7 points); and
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x

Lower spending (2 points); and

x

The effects of currency (1 point); partially offset by

x

The impact of acquisitions completed in the prior 12-month period (2 points).

Operating (non-GAAP) expense decreased 11.2 percent year to year driven primarily by the same factors.
Bad debt expense decreased $90 million year to year in the first six months of 2017, primarily driven by increased reserves in
Brazil in the prior year. The receivables provision coverage was 2.0 percent at June 30, 2017, flat compared to December 31, 2016 and
a decrease of 90 basis points from June 30, 2016. The decrease year to year in the receivables provision coverage was due primarily to
write-offs of previously reserved receivables in December 2016.
Research, Development and Engineering
(Dollars in millions)
For the three months ended June 30:

2017

Total consolidated research, development and engineering expense
Non-operating adjustment:
Non-operating retirement-related (costs)/income
Operating (non-GAAP) research, development and engineering expense

2016

$

1,484

$
$

(48) $
1,436 $

(Dollars in millions)
For the six months ended June 30:

$

2017

Total consolidated research, development and engineering expense
Non-operating adjustment:
Non-operating retirement-related (costs)/income
Operating (non-GAAP) research, development and engineering expense

1,465
(7)
1,458

2016

$

3,018

$
$

(97) $
2,921 $

Yr. to Yr.
Percent
Change

$

2,923
(16)
2,907

1.3%
567.5%
(1.5)%
Yr. to Yr.
Percent
Change

3.2%
517.7%
0.5%

Research, development and engineering (RD&E) expense was 7.7 percent and 8.1 percent of revenue in the second quarter and
first six months of 2017, respectively, compared to 7.2 percent and 7.5 percent in prior year periods, respectively. The company
continues to invest in research & development as it builds new markets and maintains its leadership in enterprise IT.
RD&E expense in the second quarter of 2017 increased 1.3 percent year to year primarily driven by:
x

Increased investment including higher non-operating retirement-related costs (2 points); and

x

The impact of acquisitions completed in the prior 12-month period; partially offset by

x

The effects of currency (1 point).

Operating (non-GAAP) RD&E expense decreased 1.5 percent in the second quarter of 2017 compared to the prior year, driven
primarily by the same factors excluding the higher non-operating retirement-related costs.
RD&E expense in the first six months of 2017 increased 3.2 percent year to year primarily driven by:
x

The impact of acquisitions completed in the prior 12-month period (2 points); and

x

Increased investment including higher non-operating retirement-related costs (2 points); partially offset by

x

The effects of currency (1 point).
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Operating (non-GAAP) RD&E expense increased 0.5 percent in the first six months of 2017 compared to the prior year, driven
primarily by the same factors excluding the higher non-operating retirement-related costs.
Intellectual Property and Custom Development Income
(Dollars in millions)
For the three months ended June 30:

2017

Intellectual Property and Custom Development Income:
Licensing of intellectual property including royalty-based fees
Custom development income
Sales/other transfers of intellectual property
Total

$

2016*

304
61
0
365

$

Yr. to Yr.
Percent
Change

$

305
53
7
365

$

(0.3)%
14.4
(98.3)
0.1%

* Reclassified to conform to 2017 presentation.
(Dollars in millions)
For the six months ended June 30:

2017

Intellectual Property and Custom Development Income:
Licensing of intellectual property including royalty-based fees
Custom development income
Sales/other transfers of intellectual property
Total

$
$

Yr. to Yr.
Percent
Change

2016*

685
125
1
810

$
$

461
105
16
582

48.4%
19.2
(95.0)
39.3%

* Reclassified to conform to 2017 presentation.
Licensing of intellectual property including royalty-based fees was flat year to year in the second quarter of 2017, but increased
in the first six months of 2017 compared to the prior year period, primarily due to licensing of certain intellectual property within the
company’s Integration Software and Cognitive Solutions software portfolio. The company entered into new partnership agreements in
the first six months of 2017, which included one transaction with period income greater than $100 million. The company is licensing
IP to partners who are allocating their skills to extend the value of assets that are high value, but may be in mature markets. The
licensing of intellectual property for the first six months of 2016 included one transaction, within the company’s Integration Software
portfolio, with period income greater than $100 million. The timing and amount of licensing, sales or other transfers of IP may vary
significantly from period to period depending upon the timing of licensing agreements, economic conditions, industry consolidation
and the timing of new patents and know-how development.
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Other (Income) and Expense
(Dollars in millions)
For the three months ended June 30:

2017

Other (income) and expense:
Foreign currency transaction losses/(gains)
(Gains)/losses on derivative instruments
Interest income
Net (gains)/losses from securities and investment assets
Other
Total consolidated other (income) and expense
Non-operating adjustment:
Acquisition-related charges
Operating (non-GAAP) other (income) and expense

$

Yr. to Yr.
Percent
Change

2016

$

321 $
(333)
(34)
(5)
(25)
(76) $

195
(108)
(29)
(5)
(16)
37

$
$

(4) $
(80) $

—
37

65.0%
208.1
16.5
(1.1)
59.9
nm%
nm%
nm%

nm - not meaningful
(Dollars in millions)
For the six months ended June 30:

2017

Other (income) and expense:
Foreign currency transaction losses/(gains)
(Gains)/losses on derivative instruments
Interest income
Net (gains)/losses from securities and investment assets
Other
Total consolidated other (income) and expense
Non-operating adjustment:
Acquisition-related charges
Operating (non-GAAP) other (income) and expense

$

Yr. to Yr.
Percent
Change

2016

$

337 $
(322)
(64)
(10)
(45)
(104) $

421
(316)
(53)
34
204
289

(19.9)%
2.2
19.9
nm
nm
nm%

$
$

(7) $
(111) $

(6)
284

28.2%
nm%

nm - not meaningful
Total consolidated other (income) and expense was income of $76 million in the second quarter of 2017 compared to expense of
$37 million in the second quarter of 2016. The decrease in expense of $113 million year over year was primarily driven by:
x

Increased gains on derivative instruments ($225 million); partially offset by

x

Higher foreign currency transaction losses ($127 million).

The consolidated other (income) and expense was income of $104 million in the first six months of 2017 compared to expense of
$289 million in the first six months of 2016. The decrease in expense of $393 million year over year was primarily driven by:
x

Real estate capacity charges (reflected in Other in the table above) in the prior year related to workforce
transformation ($328 million); and

x

Lower foreign currency transaction losses ($84 million); and

x

Reduced losses from securities and investment assets ($44 million), primarily related to the sale of Lenovo shares in the first
quarter of 2016; partially offset by

x

Lower gains on divestitures ($40 million).
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Interest Expense
(Dollars in millions)
For the three months ended June 30:

2017

Interest expense

$

(Dollars in millions)
For the six months ended June 30:

2016

147

$

2017

Interest expense

$

Yr. to Yr.
Percent
Change

167

Yr. to Yr.
Percent
Change

2016

283

$

(12.0)%

315

(10.1)%

Interest expense in the second quarter and first six months of 2017 decreased $20 million and $32 million, respectively, versus the
same periods of 2016. Interest expense is presented in cost of financing in the Consolidated Statement of Earnings if the related
external borrowings are to support the Global Financing external business. Overall interest expense (excluding capitalized interest) for
the second quarter and first six months of 2017 was $319 million and $612 million, respectively, an increase of $5 million and $13
million, respectively, versus the comparable prior year periods, primarily driven by higher average interest rates partially offset by
lower average debt balance.
Retirement-Related Plans
The following tables provide the total pre-tax cost for all retirement-related plans. These amounts are included in the Consolidated
Statement of Earnings within the caption (e.g., Cost, SG&A, RD&E) relating to the job function of the plan participants.
(Dollars in millions)
For the three months ended June 30:

2017

Retirement-related plans — cost:
Service cost
Amortization of prior service costs/(credits)
Cost of defined contribution plans
Total operating costs/(income)
Interest cost
Expected return on plan assets
Recognized actuarial losses
Curtailments/settlements
Multi-employer plan/other costs
Total non-operating costs/(income)
Total retirement-related plans — cost

$
$
$

$
$
69

106
(22)
255
339
736
(1,082)
709
3
14
381
719

2016

$
$
$

$
$

111
(27)
269
353
831
(1,405)
690
10
37
163
516

Yr. to Yr.
Percent
Change

(4.6)%
(18.3)
(5.2)
(4.0)%
(11.4)%
(23.0)
2.7
(70.1)
(61.4)
133.4%
39.5%
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(Dollars in millions)
For the six months ended June 30:

2017

Retirement-related plans — cost:
Service cost
Amortization of prior service costs/(credits)
Cost of defined contribution plans
Total operating costs/(income)
Interest cost
Expected return on plan assets
Recognized actuarial losses
Curtailments/settlements
Multi-employer plans/other costs
Total non-operating costs/(income)
Total retirement-related plans — cost

$
$
$

$
$

212
(44)
517
686
1,468
(2,155)
1,414
1
29
759
1,444

2016

$
$
$

$
$

221
(53)
540
709
1,657
(2,798)
1,377
14
55
306
1,014

Yr. to Yr.
Percent
Change

(4.2)%
(17.0)
(4.2)
(3.3)%
(11.4)%
(23.0)
2.7
(89.5)
(48.1)
148.3%
42.4%

In the second quarter of 2017, total pre-tax retirement-related plan cost increased by $204 million compared to the second quarter
of 2016, primarily driven by lower expected return on plan assets ($323 million) and an increase in recognized actuarial losses ($19
million); partially offset by lower interest costs ($95 million). Total cost for the first six months of 2017 increased by $430 million
versus the first six months of 2016, primarily driven by lower expected return on plan assets ($644 million) and an increase in
recognized actuarial losses ($37 million); partially offset by lower interest costs ($189 million).
As discussed in the “Snapshot” on page 48, the company characterizes certain retirement-related costs as operating and others as
non-operating. Utilizing this characterization, operating retirement-related costs in the second quarter of 2017 were $339 million, a
decrease of $14 million compared to the second quarter of 2016, primarily driven by lower defined contribution plans cost ($14
million). Non-operating costs of $381 million in the second quarter of 2017 increased $218 million year to year, driven primarily by
lower expected return on plan assets ($323 million) and an increase in recognized actuarial losses ($19 million); partially offset by
lower interest costs ($95 million). For the first six months of 2017, operating retirement-related costs were $686 million, a decrease of
$23 million compared to the first six months of 2016, primarily driven by lower defined contribution plan costs ($23 million). Nonoperating costs of $759 million increased $453 million in the first six months of 2017 compared to the prior year, driven primarily by
lower expected return on plan assets ($644 million) and an increase in recognized actuarial losses ($37 million); partially offset by
lower interest costs ($189 million).
Taxes
The continuing operations effective tax rate for the second quarter of 2017 was 4.5 percent, a decrease of 13.3 points compared to
the second quarter of 2016. The continuing operations effective tax rate for the first six months of 2017 was (5.6) percent, an increase
of 5.1 points compared to the first six months of 2016. The operating (non-GAAP) tax rate for the second quarter of 2017 was 9.2
percent, a decrease of 9.8 points compared to the second quarter of 2016. The operating (non-GAAP) tax rate for the first six months
of 2017 was 1.8 percent, an increase of 6.8 points compared to the first six months of 2016.
The lower continuing operations effective tax rate for the second quarter of 2017 compared to 2016 was driven by a net discrete
benefit in the second quarter of 2017 primarily attributable to foreign tax audit activity (7.0 points), an increase in foreign tax credits
(4.3 points) and a more favorable mix of geographic income year to year (2.0 points). The lower operating (non-GAAP) tax rate for
the second quarter was driven by the same factors.
The change in the continuing operations effective tax rate for the first six months of 2017 compared to 2016 was primarily driven
by the year-to-year benefits above, as well as a discrete tax benefit related to the intra-entity transfer recognized in the first quarter of
2017. These benefits were more than offset by a discrete period tax charge in the first quarter of 2017 related to foreign tax audit
activity and a prior year tax benefit related to the Japan tax matter ($1.0 billion of taxes refunded plus interest of $0.2 billion). The
change in the operating (non-GAAP) tax rate was driven by the same factors.
With respect to major U.S. state and foreign taxing jurisdictions, the company is generally no longer subject to tax examinations
for years prior to 2012. The company is no longer subject to income tax examination of its U.S. federal tax return for years prior to
2013. The open years contain matters that could be subject to differing interpretations of applicable tax laws and regulations as it
relates to the amount and/or timing of income, deductions and tax credits. Although the
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outcome of tax audits is always uncertain, the company believes that adequate amounts of tax and interest have been provided for any
adjustments that are expected to result for these years.
In the first quarter of 2016, the IRS commenced its audit of the company’s U.S. tax returns for 2013 and 2014. The company
anticipates that this audit will be completed by the end of 2017.
The amount of unrecognized tax benefits at December 31, 2016 decreased by $205 million in the second quarter of 2017 and
increased by $358 million in the first six months of 2017 to $4,098 million. The decrease in the second quarter was primarily related
to the resolution of certain foreign issues. The overall increase for the six months ended June 30, 2017 was primarily related to
potential U.S. audit matters. The total amount of unrecognized tax benefits that, if recognized, would favorably affect the effective tax
rate was $3,009 million at June 30, 2017.
The company is involved in a number of income tax-related matters in India challenging tax assessments issued by the India Tax
Authorities. As of June 30, 2017, the company has recorded $570 million as prepaid income taxes in India. A significant portion of
this balance represents cash tax deposits paid over time to protect the company’s right to appeal various income tax assessments made
by the Indian Tax Authorities. The company believes it will prevail on these matters.
Earnings Per Share
Basic earnings per share is computed on the basis of the weighted-average number of shares of common stock outstanding during
the period. Diluted earnings per share is computed on the basis of the weighted-average number of shares of common stock
outstanding plus the effect of dilutive potential common shares outstanding during the period using the treasury stock method.
Dilutive potential common shares include outstanding stock options and stock awards.

For the three months ended June 30:

2017

Earnings per share of common stock from continuing operations:
Assuming dilution
Basic
Diluted operating (non-GAAP)
Weighted-average shares outstanding: (in millions)
Assuming dilution
Basic

$
$
$

2016

2.48
2.49
2.97

$
$
$

939.6
934.9

For the six months ended June 30:

2017

Earnings per share of common stock from continuing operations:
Assuming dilution
Basic
Diluted operating (non-GAAP)
Weighted-average shares outstanding: (in millions)
Assuming dilution
Basic

$
$
$

Yr. to Yr.
Percent
Change

2.61
2.62
2.95

(5.0)%
(5.0)%
0.7%

960.5
957.4

(2.2)%
(2.3)%
Yr. to Yr.
Percent
Change

2016

4.32
4.35
5.35
943.7
938.7

$
$
$

4.69
4.71
5.30

(7.9)%
(7.6)%
0.9%

962.4
959.5

(1.9)%
(2.2)%

Actual shares outstanding at June 30, 2017 were 931.9 million. The weighted-average number of common shares outstanding
assuming dilution during the second quarter and first six months of 2017 were 20.9 million and 18.7 million shares lower than the
same periods of 2016. The decrease was primarily the result of the common stock repurchase program.
Results of Discontinued Operations
The loss from discontinued operations, net of tax, was $0.7 million and $3.3 million in the second quarter and first six months of
2017, respectively, compared to $0.4 million and $3.2 million in the second quarter and first six months of 2016, respectively. The
discontinued operations effective tax rate in the second quarter of 2017 was 38.4 percent compared to 36.9
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percent in the second quarter of 2016 and was 38.4 percent in the first six months of 2017 compared to 38.2 percent in the prior-year
period.
Financial Position
Dynamics
At June 30, 2017, the balance sheet remains strong, and with the newly reorganized financing entity, IBM Credit LLC, the
company is better positioned to support the business over the long term. Cash and marketable securities at quarter end were $12,295
million. The company continues to manage the investment portfolio to meet its capital preservation and liquidity objectives. Total debt
of $45,673 million increased $3,504 million from prior year-end levels, driven by new debt issuances of $5,813 million, partially
offset by maturities of $2,116 million. Within total debt, $29,045 million, or approximately 64 percent, is in support of the Global
Financing business. In the first six months of 2017, the company generated $7,421 million in cash from operations, a decrease of
$1,567 million versus the first six months of 2016, primarily due to the prior year Japan tax refund. The company has consistently
generated strong cash flow from operations and continues to have access to additional sources of liquidity through the capital markets
and its Credit Facilities.
The assets and debt associated with the Global Financing business are a significant part of the company’s financial position. The
financial position amounts appearing on pages 5 and 6 are the consolidated amounts including Global Financing.
Global Financing Financial Position Key Metrics:
At June 30,
2017

(Dollars in millions)

Cash and cash equivalents
Net investment in sales-type and direct financing leases
Equipment under operating leases — external clients (1)
Client loans
Total client financing assets
Commercial financing receivables
Intercompany financing receivables (2) (3)
Total assets
Debt
Total equity

$

$
$
$

1,849
6,502
518
11,205
18,226
8,176
4,798
35,926
29,045
3,232

At December 31,
2016

$

$
$
$

1,844
6,893
548
11,478
18,920
9,700
4,959
36,492
27,859
3,812

(1) Includes intercompany mark-up, priced on an arm’s-length basis, on products purchased from the company’s product divisions
which is eliminated in IBM’s consolidated results.
(2) Entire amount eliminated for purposes of IBM’s consolidated results and therefore does not appear on pages 5 and 6.
(3) These assets, along with all other financing assets in this table, are leveraged at the value in the table using Global Financing debt.
At June 30, 2017, substantially all client and commercial financing assets were IT related assets, and approximately 53 percent of
the total external portfolio was with investment grade clients with no direct exposure to consumers. The increase in investment grade
year to year (1 point) was driven primarily by rating changes within the existing portfolio, not by changing the company’s approach to
the market. This investment grade percentage is based on the credit ratings of the companies in the portfolio. Additionally, the
company takes actions to transfer exposure to third parties. On that basis, the investment grade content would increase by 14 points to
67 percent, an increase of 3 points year to year.
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IBM Working Capital
At June 30,
2017

(Dollars in millions)

Current assets
Current liabilities
Working capital

$

At December 31,
2016

45,013
35,966
9,048

$

Current ratio

$
$

43,888
36,275
7,613

1.25:1

1.21:1

Working capital increased $1,435 million from the year-end 2016 position. The key changes are described below:
Current assets increased $1,125 million (decreased $485 million adjusted for currency) due to:
x

An increase in cash and cash equivalents of $3,870 million ($3,323 million adjusted for currency); partially offset by

x

A decline in receivables of $2,285 million ($3,151 million adjusted for currency) primarily as a result of collections of higher
year-end balances.

Current liabilities decreased $310 million ($1,387 million adjusted for currency) as a result of:
x

A decrease in accounts payable of $1,083 million ($1,230 million adjusted for currency) reflecting declines from typically
higher year-end balances; and

x

A decrease in taxes payable of $456 million ($544 million adjusted for currency) primarily driven by tax payments; partially
offset by

x

An increase in short-term debt of $548 million ($544 million adjusted for currency) primarily as a result of reclassifications
of $3,536 million from long term to reflect upcoming maturities, partially offset by maturities of $2,116 million and a
decrease in commercial paper of $899 million; and

x

An increase in deferred income of $506 million driven by a currency impact of $380 million.

Receivables and Allowances
Roll Forward of Total IBM Receivables Allowance for Credit Losses
(Dollars in millions)
January 1, 2017

$

776

Additions *

$

Write-offs **

29

$

Other***

(89) $

June 30, 2017

20

$

*
**

Additions for Allowance for Credit Losses are charged to expense.
Refer to note A, “Significant Accounting Policies,” in the company’s 2016 Annual Report on pages 98 and 99 for additional
information regarding allowance for credit loss write-offs.
*** Primarily represents translation adjustments.

The total IBM receivables provision coverage was 2.0 percent at June 30, 2017, flat compared to December 31, 2016. The
majority of the write-offs during the six months ended June 30, 2017 related to Global Financing receivables, which had been
previously reserved.
Global Financing Receivables and Allowances
The following table presents external financing receivables, excluding residual values, and the allowance for credit losses.
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At June 30,
2017

(Dollars in millions)

Gross financing receivables
Specific allowance for credit losses
Unallocated allowance for credit losses
Total allowance for credit losses
Net financing receivables
Allowance for credit losses coverage

$

At December 31,
2016

25,831 $
293
101
395
24,436 $
1.5%

$

28,043
335
103
438
27,605
1.6%

The percentage of Global Financing receivables reserved decreased from 1.6 percent at December 31, 2016, to 1.5 percent at
June 30, 2017. The decline was driven by the 2017 write-offs of $69 million of receivables previously reserved, offset by the overall
decline in gross receivables. Specific reserves decreased 14 percent from $335 million at December 31, 2016, to $293 million at
June 30, 2017. Unallocated reserves decreased 1 percent from $103 million at December 31, 2016, to $101 million at June 30, 2017.
Roll Forward of Global Financing Receivables Allowance for Credit Losses
(Dollars in millions)
January 1, 2017

$

438

Additions *

$

Write-offs **

16

$

Other ***

June 30, 2017

(70) $

11

$

395

*
**

Additions for Allowance for Credit Losses are charged to expense.
Refer to note A, “Significant Accounting Policies,” in the company’s 2016 Annual Report on pages 98 and 99 for additional
information regarding allowance for credit loss write-offs.
*** Primarily represents translation adjustments.

Global Financing’s bad debt expense was $6 million for the three months ended June 30, 2017, compared to $2 million for the
same period in 2016, due to higher general reserve requirements in the current year. Global Financing’s bad debt expense was $16
million for the six months ended June 30, 2017, compared to $78 million for the same period in 2016, due to higher general reserve
requirements in Brazil in the prior year.
Noncurrent Assets and Liabilities
At June 30,
2017

(Dollars in millions)

Noncurrent assets
Long-term debt
Noncurrent liabilities (excluding debt)

$
$
$

75,482
37,612
28,374

At December 31,
2016

$
$
$

73,582
34,655
28,147

The increase in noncurrent assets of $1,900 million ($492 million adjusted for currency) was driven by:
x

An increase of $1,588 million in deferred taxes ($1,358 million adjusted for currency) primarily due to the first-quarter 2017
intra-entity transfer, including the cumulative effect of adoption of the new FASB guidance ($827 million); and

x

An increase in retirement plans assets of $980 million ($841 million adjusted for currency) driven by the expected returns on
plan assets, partially offset by interest costs; partially offset by

x

A decrease of $725 million in long-term financing receivables ($946 million adjusted for currency) reflecting seasonal
reductions from higher year-end balances.

Long-term debt increased $2,956 million ($2,302 million adjusted for currency) from the year-end balance primarily driven by:
x

Issuances of $5,652 million; partially offset by

x

Reclassification to short-term debt of $3,536 million to reflect upcoming maturities.
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The increase in noncurrent liabilities (excluding debt) of $227 million (a decrease of $967 million adjusted for currency) was
driven by:
x

An increase in retirement and nonpension postretirement liabilities of $249 million (decreased $509 million adjusted for
currency) driven by currency impacts and higher interest and service costs; partially offset by contributions.

Debt
The company’s funding requirements are continually monitored and strategies are executed to manage the overall asset and
liability profile. Additionally, the company maintains sufficient flexibility to access global funding sources as needed.
At June 30,
2017

(Dollars in millions)

Total company debt
Total Global Financing segment debt
Debt to support external clients
Debt to support internal clients
Non-Global Financing debt

$
$
$

45,673
29,045
25,153
3,892
16,628

At December 31,
2016

$
$
$

42,169
27,859
24,034
3,825
14,309

Total debt of $45,673 million increased $3,504 million from December 31, 2016.
Global Financing provides financing predominantly for the company’s external client assets, as well as for assets under contract
by other IBM units. These assets, primarily for Technology Services & Cloud Platforms, generate long-term, stable revenue streams
similar to the Global Financing asset portfolio. Based on their attributes, these Technology Services & Cloud Platforms assets are
leveraged with the balance of the Global Financing asset base. The increase in debt is consistent with the company’s expectations at
year-end 2016 to increase leverage in the Global Financing business.
Non-Global Financing debt of $16,628 million was up $2,319 million from December 31, 2016 and down $1,381 million from
June 30, 2016.
Consolidated debt-to-capitalization ratio at June 30, 2017 was 71.1 percent versus 69.6 percent at December 31, 2016 and 73.7
percent at June 30, 2016.
Given the significant leverage, the company also presents a debt-to-capitalization ratio which excludes Global Financing debt and
equity as management believes this is more representative of the company’s core business operations. This ratio can vary from period
to period as the company manages its global cash and debt positions. “Core” debt-to-capitalization ratio (excluding Global Financing
debt and equity) was 52.1 percent at June 30, 2017 compared to 49.5 percent at December 31, 2016 and 59.5 percent at June 30, 2016.
Global Financing debt-to-equity ratio
At June 30,
2017

Global Financing debt-to-equity ratio

9.0x

At December 31,
2016

7.3x

The debt used to fund Global Financing assets is composed of intercompany loans and external debt. Total debt changes generally
correspond with the level of client and commercial financing receivables, the level of cash and cash equivalents, the change in
intercompany and external payables and the change in intercompany investment from IBM. The terms of the intercompany loans are
set by the company to substantially match the term and currency underlying the financing receivable and are based on arm’s-length
pricing.
Global Financing provides financing predominantly for the company’s external client assets, as well as for assets under contract
by other IBM units. As previously stated, the company measures Global Financing as a stand-alone entity, and accordingly, interest
expense relating to debt supporting Global Financing’s external client and internal business is included in the “Global Financing
Results of Operations” on page 62 and in “Segment Information” on pages 29 and 30.
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In the company’s Consolidated Statement of Earnings, the external debt-related interest expense supporting Global Financing’s
internal financing to the company is reclassified from cost of financing to interest expense.
Equity
Total equity increased by $152 million from December 31, 2016 as a result of an increase in retained earnings of $1,475 million,
an increase in retirement-related amounts of $967 million and an increase of $510 million related to currency translation, partially
offset by an increase in treasury stock of $2,810 million primarily due to common stock repurchases.
Cash Flow
The company’s cash flows from operating, investing and financing activities, as reflected in the Consolidated Statement of Cash
Flows on page 7, are summarized in the following table. These amounts include the cash flows associated with the Global Financing
business.
(Dollars in millions)
For the six months ended June 30:

2017

Net cash provided by/(used in) continuing operations:
Operating activities
Investing activities
Financing activities
Effect of exchange rate changes on cash and cash equivalents
Net change in cash and cash equivalents

$

$

2016

7,421 $
(1,355)
(2,743)
547
3,870 $

8,988* **
(6,338)*
(434)**
114
2,330

* Revised classification of certain financing receivables. Refer to note 1, “Basis of Presentation,” for additional information.
** Reclassified to reflect adoption of the FASB guidance on share-based compensation.
Net cash provided by operating activities decreased by $1,567 million as compared to the first six months of 2016 driven by the
following factors:
x

An increase in net income tax payments of $861 million, driven by the prior year Japan tax refund received; and

x

Performance-related declines within net income; partially offset by

x

Working capital improvements of $726 million driven by strong cash collections.

Net cash used in investing activities decreased $4,983 million as compared to the first six months of 2016 driven by:
x

A decrease in net cash used related to acquisitions of $5,236 million.

Net cash used in financing activities increased $2,309 million as compared to the first six months of 2016 driven by:
x

A decrease in net cash sourced from debt transactions of $1,173 million primarily driven by a lower level of issuances and
maturities in the current year; and

x

An increase in common stock repurchases of $950 million.
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Looking Forward
The company’s strategies, investments and actions are all taken with an objective of optimizing long-term performance. A longterm perspective ensures that the company is well-positioned to take advantage of the major shifts in technology, business and the
global economy.
Within the IT industry, there are major shifts occurring—driven by cognitive, including data and analytics, cloud and changes in
the ways individuals and enterprises are engaging. The company is bringing together its cognitive technologies on cloud platforms to
create industry-based solutions in order to solve enterprise clients’ real problems. The company continues to address the higher value
areas of enterprise IT and is amassing a unique set of capabilities and is differentiating itself from other technology providers as it
moves into new spaces, and in some cases, creating entirely new markets. IBM is more than a hardware, software and services
company; it has emerged as a cognitive solutions and cloud platform company, focused on industry differentiation. The company’s
strategic imperatives— cloud, analytics, mobile, social and security solutions—are focused on these market shifts.
In 2017, the company is continuing to focus on its strategic imperatives and the transformation of its core businesses. While pretax income is expected to decline year to year on a GAAP basis due to higher non-operating pension expense, the company expects
growth in operating (non-GAAP) pre-tax income in 2017. The company is expecting to have improved trajectory in the revenue
growth rate, gross profit margin and expense in the second half as compared to the first half of 2017. Consistent with the long-term
model, the company also expects over the course of 2017 to continue to acquire key capabilities, remix skills, invest in areas of growth
and return value to shareholders. This is all taken into account in the full-year view. Overall, the company continues to expect GAAP
earnings per share from continuing operations for 2017 to be at least $11.95. Excluding acquisition-related charges of $0.75 per share
and non-operating retirement-related items of $1.10 per share, operating (non-GAAP) earnings per share is expected to be at least
$13.80. Typically, due to seasonality in the business, revenue declines from second to third quarter and in 2016, this decline was $1
billion. As a result of the z14 mainframe launch and the new large services contracts signed in the first half, which should generate
incremental revenue in September, the company expects that impact to be mitigated by $200 million to $300 million. Both are
expected to have a larger benefit to revenue and earnings per share in the fourth quarter.
In the first half of 2017, the company had continued solid growth in its strategic imperatives revenue, which grew 8 percent as
reported and 10 percent adjusted for currency. Over the prior 12 months, strategic imperatives revenue increased 11 percent as
reported (12 percent adjusted for currency) to $34.1 billion and represented 43 percent of total IBM revenue. For the full year 2017,
the company expects the trailing twelve-month growth rate to continue to be in the range of 10 to 11 percent. Total Cloud revenue for
the first six months of 2017 of $7.5 billion increased 23 percent as reported and 25 percent adjusted for currency, with as-a-Service
revenue up 43 percent as reported and 45 percent adjusted for currency. From a segment perspective, in the first half of 2017,
Cognitive Solutions had strong growth in annuity content, driven by SaaS. The focus continues on investing to combine organic and
acquired content to build cloud-based cognitive offerings, build and scale platforms and drive vertical solutions. GBS revenue
declined year to year, however declines are moderating, as the business continues to shift towards cognitive and digital, with signings
growth for the second consecutive quarter and a strong pipeline of opportunities. Technology Services & Cloud Platforms revenue
decreased primarily driven by declines in Infrastructure Services from contracts that concluded and from Integration Software
revenue, however, the segment continued to deliver strong revenue growth in cloud, analytics, mobile and security. Given some large
signings in the first half and the strong demand for IBM Cloud services, the company expects the revenue trajectory to improve in the
second half of 2017. The decline in first-half Systems revenue was expected, driven by anticipated product cycle dynamics, however,
the company’s third quarter 2017 z14 product launch is expected to drive further improvement in second-half Systems revenue
performance.
Overall, looking at first to second half of 2017 dynamics, the new z14 mainframe is expected to drive improvement in revenue
and gross profit, and lower development spending. The new services contracts in Technology Services & Cloud Platforms will start to
contribute to revenue performance and, together with cost savings, the company expects improved profit dynamics. The larger
acquisitions that occurred in the first half of 2016, while initially dilutive to profit, the company now expects to yield more benefits
from operational synergies driving performance improvement. Currency is expected to impact revenue growth during the year. At
mid-July spot rates, the impact to revenue growth for the third-quarter 2017 is expected to be between neutral and a one-point
headwind.
Free cash flow realization, defined as free cash flow to income from continuing operations (GAAP), was 97 percent as reported in
2016 and is again expected to be in line with the longer-term model of over 90 percent in 2017. The company expects full year free
cash flow to be essentially flat year to year, with the first half year-to-year headwind changing to a
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tailwind due to second-half 2016 taxes and workforce rebalancing payments. This also reflects the level of profit consistent with the
company’s full year expectations of earnings per share.
The company continues to expect that the 2017 GAAP tax rate will be approximately 3 points lower than the operating (nonGAAP) tax rate expectation. Expectations for the operating (non-GAAP) tax rate are approximately 15 percent plus or minus three
points, excluding discrete items. The rate will change year to year based on nonrecurring events, such as the settlement of income tax
audits and changes in tax laws, as well as recurring factors including the geographic mix of income before taxes, the timing and
amount of foreign dividend repatriation, state and local taxes and the effects of various global income tax strategies. The tax rates for
the first half 2017, excluding discrete items, were in line with the company’s January 2017 expectations.
In January 2017, the company reorganized its client and commercial financing business as a wholly owned subsidiary, IBM
Credit, LLC. As announced, the financing business target leverage was increased from 7:1 to 9:1. The subsidiary is expected to begin
accessing capital markets directly in 2017.
The company expects 2017 pre-tax retirement-related plan cost to be approximately $2.9 billion, an increase of approximately
$900 million compared to 2016. This estimate reflects current pension plan assumptions at December 31, 2016. Within total
retirement-related plan cost, operating retirement-related plan cost is expected to be approximately $1.4 billion, approximately flat
versus 2016. Non-operating retirement-related plan cost is expected to be approximately $1.5 billion, an increase of approximately
$900 million compared to 2016, driven by lower income from expected return on assets. Contributions for all retirement-related plans
are expected to be approximately $2.5 billion in 2017, an increase of approximately $100 million compared to 2016.
Currency Rate Fluctuations
Changes in the relative values of non-U.S. currencies to the U.S. dollar (USD) affect the company’s financial results and financial
position. At June 30, 2017, currency changes resulted in assets and liabilities denominated in local currencies being translated into
more dollars than at year-end 2016. The company uses financial hedging instruments to limit specific currency risks related to
financing transactions and other foreign currency-based transactions.
During periods of sustained movements in currency, the marketplace and competition adjust to the changing rates. For example,
when pricing offerings in the marketplace, the company may use some of the advantage from a weakening U.S. dollar to improve its
position competitively, and price more aggressively to win the business, essentially passing on a portion of the currency advantage to
its customers. Competition will frequently take the same action. Consequently, the company believes that some of the currency-based
changes in cost impact the prices charged to clients. The company also maintains currency hedging programs for cash management
purposes which temporarily mitigate, but do not eliminate, the volatility of currency impacts on the company’s financial results.
The company translates revenue, cost and expense in its non-U.S. operations at current exchange rates in the reported period.
References to “adjusted for currency” or “constant currency” reflect adjustments based upon a simple mathematical formula.
However, this constant currency methodology that the company utilizes to disclose this information does not incorporate any
operational actions that management could take to mitigate fluctuating currency rates. Currency movements impacted the company’s
year-to-year revenue and earnings per share growth in the first six months of 2017. Based on the currency rate movements in the first
six months of 2017, total revenue decreased 3.8 percent as reported and decreased 2.8 percent at constant currency versus the first six
months of 2016. On an income from continuing operations before income tax basis, these translation impacts offset by the net impact
of hedging activities resulted in a theoretical maximum (assuming no pricing or sourcing actions) decrease of approximately $10
million in the first six months of 2017 on an operating (non-GAAP) basis and had no impact on an as-reported basis. The same
mathematical exercise resulted in an increase of approximately $10 million in the first six months of 2016 on an as-reported basis and
had no impact on an operating (non-GAAP) basis. The company views these amounts as a theoretical maximum impact to its asreported financial results. Considering the operational responses mentioned above, movements of exchange rates, and the nature and
timing of hedging instruments, it is difficult to predict future currency impacts on any particular period, but the company believes it
could be substantially less than the theoretical maximum given the competitive pressure in the marketplace.
For non-U.S. subsidiaries and branches that operate in U.S. dollars or whose economic environment is highly inflationary,
translation adjustments are reflected in results of operations. Generally, the company manages currency risk in these entities by linking
prices and contracts to U.S. dollars.
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The company continues to monitor the economic conditions in Venezuela. In mid-February 2016, changes to the currency
exchange systems were announced which eliminated the SICAD exchange rate and replaced the SIMADI rate with DICOM, which is
expected to be a floating exchange rate. The company recorded a pre-tax loss of $43 million in the first quarter of 2016 in other
(income) and expense in the Consolidated Statement of Earnings as a result of the elimination of the SICAD and devaluation in the
new exchange. The system for currency exchange in Venezuela remained constant through the first quarter of 2017 and the company
continued to use the SIMADI rate. In the second quarter of 2017, the SICAD rate was replaced with the DICOM rate and, as a result,
the company recorded a pre-tax loss of $7 million. Total pre-tax loss for the first six months of 2016 was $45 million. The company’s
net assets denominated in local currency were $7 million at June 30, 2017. The company’s operations in Venezuela comprised less
than 1 percent of total 2016 and 2015 revenue, respectively.
Liquidity and Capital Resources
In the company’s 2016 Annual Report, on pages 68 to 71, there is a discussion of the company’s liquidity including two tables
that present five years of data. The table presented on page 68 includes net cash from operating activities, cash and marketable
securities and the size of the company’s global credit facilities for each of the past five years. For the six months ended, or as of, as
applicable, June 30, 2017, those amounts are $7.4 billion for net cash from operating activities, $12.3 billion of cash and marketable
securities and $10.25 billion in global credit facilities, respectively. On July 20, 2017, the company and IBM Credit entered into a $2.5
billion 364-day Credit Agreement and a $2.5 billion three-year Credit Agreement. These new agreements permit borrowings up to an
aggregate of $5 billion on a revolving basis.
The major rating agencies’ ratings on the company’s debt securities at June 30, 2017 appear in the table below. The Fitch ratings
were reaffirmed on September 30, 2016 and remain unchanged from December 31, 2016. On May 3, 2017, Moody’s Investors Service
lowered its rating on the company’s senior long-term debt from Aa3 to A1, while reaffirming its rating on commercial paper. On
May 5, 2017, Standard and Poor’s lowered its ratings on the company’s senior long-term debt to A+ from AA- and commercial paper
to A-1 from A-1+. IBM remains a strong investment grade company with significant financial flexibility to execute its strategy and
capital allocation plans. The company does not have “ratings trigger” provisions in its debt covenants or documentation, which would
allow the holders to declare an event of default and seek to accelerate payments thereunder in the event of a change in credit rating.
The company’s contractual agreements governing derivative instruments contain standard market clauses which can trigger the
termination of the agreement if the company’s credit rating were to fall below investment grade. At June 30, 2017, the fair value of
those instruments that were in a liability position was $304 million, before any applicable netting, and this position is subject to
fluctuations in fair value period to period based on the level of the company’s outstanding instruments and market conditions. The
company has no other contractual arrangements that, in the event of a change in credit rating, would result in a material adverse effect
on its financial position or liquidity.
STANDARD
AND
POOR’S

Senior long-term debt
Commercial paper

A+
A-1

MOODY’S
INVESTORS
SERVICE

A1
Prime-1

FITCH
RATINGS

A+
F1

The company prepares its Consolidated Statement of Cash Flows in accordance with applicable accounting standards for cash
flow presentation on page 7 of this Form 10-Q and highlights causes and events underlying sources and uses of cash in that format on
page 76. For the purpose of running its business, the company manages, monitors and analyzes cash flows in a different manner.
Management uses free cash flow as a measure to evaluate its operating results, plan share repurchase levels, make strategic
investments and assess its ability and need to incur and service debt. The entire free cash flow amount is not necessarily available for
discretionary expenditures. The company defines free cash flow as net cash from operating activities less the change in Global
Financing receivables and net capital expenditures, including the investment in software. A key objective of the Global Financing
business is to generate strong returns on equity, and increasing receivables is the basis for growth. Accordingly, management
considers Global Financing receivables as a profit-generating investment, not as working capital that should be minimized for
efficiency. Therefore, management includes presentations of both free cash flow and net cash from operating activities that exclude
the effect of Global Financing receivables. Free cash flow guidance is derived using an estimate of profit, working capital and
operational cash outflows. As previously noted, the company views Global Financing receivables as a profit-generating investment
which it seeks to maximize and therefore it is not considered when
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formulating guidance for free cash flow. As a result the company does not estimate a GAAP Net Cash from Operations expectation
metric.
The following is management’s view of cash flows for the first six months of 2017 and 2016 prepared in a manner consistent with
the description above.
(Dollars in millions)
For the six months ended June 30:

2017

Net cash from operating activities per GAAP
Less: change in Global Financing receivables
Net cash from operating activities, excluding Global Financing receivables
Capital expenditures, net
Free cash flow (FCF)
Acquisitions
Divestitures
Share repurchase
Common stock repurchases for tax withholdings
Dividends
Non-Global Financing debt
Other (includes Global Financing receivables and Global Financing debt)
Change in cash, cash equivalents and short-term marketable securities

$

$

7,421 $
2,210
5,211
(1,567)
3,644
(169)
29
(2,725)
(147)
(2,724)
2,363
3,497
3,768 $

2016

8,988* **
2,501*
6,487**
(1,949)
4,538**
(5,405)
35
(1,775)
(112) **
(2,590)
5,061
2,670
2,421

* Revised classification of certain financing receivables.
** Reclassified to reflect adoption of the FASB guidance on share-based compensation.
In the first six months of 2017, the company generated free cash flow of $3.6 billion, a decrease of $0.9 billion versus the prior
year. The year-to-year decrease was driven primarily by a cash tax refund related to the Japan tax matter in the prior year. In addition,
working capital contributed to the free cash flow performance in the first six months of 2017, driven by strong cash collections. Net
capital expenditures of $1.6 billion included investments in Watson and Cloud Platforms, as well as in support of the services and
systems businesses. In the first six months of 2017, the company continued to focus its cash utilization on returning value to
shareholders including $2.7 billion in dividends and $2.7 billion in gross common stock repurchases.
Events that could temporarily change the historical cash flow dynamics discussed previously and in the company’s 2016 Annual
Report include significant changes in operating results, material changes in geographic sources of cash, unexpected adverse impacts
from litigation, future pension funding requirements during periods of severe downturn in the capital markets or the timing of tax
payments. Whether any litigation has such an adverse impact will depend on a number of variables, which are more completely
described in note 12, “Contingencies,” in this Form 10-Q. With respect to pension funding, the company expects to make legally
mandated pension plan contributions to certain non-U.S. plans of approximately $500 million in 2017. Contributions related to all
retirement-related plans are expected to be approximately $2.5 billion in 2017. Financial market performance could increase the
legally mandated minimum contributions in certain non-U.S. countries that require more frequent remeasurement of the funded status.
The company is not quantifying any further impact from pension funding because it is not possible to predict future movements in the
capital markets or pension plan funding regulations.
The company’s U.S. cash flows continue to be sufficient to fund its current domestic operations and obligations, including
investing and financing activities such as dividends and debt service. The company’s U.S. operations generate substantial cash flows,
and, in those circumstances where the company has additional cash requirements in the U.S., the company has several liquidity
options available. These options may include the ability to borrow additional funds at reasonable interest rates, utilizing its Credit
Facilities, repatriating certain foreign earnings and utilizing intercompany loans with certain foreign subsidiaries.
The company does earn a significant amount of its pre-tax income outside the U.S. The company’s policy is to indefinitely
reinvest the undistributed earnings of its foreign subsidiaries, and accordingly, no provision for federal income taxes has been made on
accumulated earnings of foreign subsidiaries. The company periodically repatriates a portion of these earnings to the extent that it does
not incur an additional U.S. tax liability. Quantification of the deferred tax liability, if any, associated with indefinitely reinvested
earnings is not practicable. While the company currently does not have a need to
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repatriate funds held by its foreign subsidiaries, if these funds are needed for operations and obligations in the U.S., the company
could elect to repatriate these funds which could result in a reassessment of the company’s policy and increased tax expense.
Global Financing Return on Equity Calculation
Three Months Ended
June 30,
2017
2016

(Dollars in millions)

Numerator
Global Financing after-tax income*
Annualized after-tax income (a)
Denominator
Average Global Financing equity (b)**
Global Financing return on equity (a)/(b)

$
$

208
831

$

$
$

3,198 $
26.0%

Six Months Ended
June 30,
2017
2016

324
1,297

$
$

3,649 $
35.5%

427
854

$
$

3,403 $
25.1%

585
1,170
3,676
31.8%

* Calculated based upon an estimated tax rate principally based on Global Financing’s geographic mix of earnings as IBM’s
provision for income taxes is determined on a consolidated basis.
** Average of the ending equity for Global Financing for the last 2 quarters and 3 quarters, for the three months ended June 30, and
for the six months ended June 30, respectively.
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GAAP Reconciliation
The tables below provide a reconciliation of the company’s income statement results as reported under GAAP to its operating
earnings presentation which is a non-GAAP measure. The company’s calculation of operating (non-GAAP) earnings, as presented,
may differ from similarly titled measures reported by other companies. Refer to the “Snapshot” section on page 48 for the company’s
rationale for presenting operating earnings information.
(Dollars in millions except per share amounts)
For the three months ended June 30, 2017

Gross profit
Gross profit margin
S,G&A
R,D&E
Other (income) and expense
Total expense and other (income)
Pre-tax income from continuing operations
Pre-tax margin from continuing operations
Provision for income taxes*
Effective tax rate
Income from continuing operations
Income margin from continuing operations
Diluted earnings per share from continuing operations

GAAP

$
$

$
$
$

8,794 $
45.6%
5,160 $
1,484
(76)
6,351
2,443
12.7%
111 $
4.5%
2,332 $
12.1%
2.48 $

Acquisition-related
adjustments

117
$
0.6pts.
(129) $
—
(4)
(133)
250
1.3pts.
66
$
1.8pts.
183
$
1.0 pts.
0.20
$

Retirement-related
adjustments

Operating
(Non-GAAP)

195
$
1.0pts.
(138) $
(48)
—
(186)
381
2.0pts.
105
$
2.8pts.
276
$
1.4pts.
0.29
$

9,105
47.2%
4,893
1,436
(80)
6,032
3,073
15.9%
282
9.2%
2,792
14.5%
2.97

* The tax impact on operating (non-GAAP) pre-tax income from continuing operations is calculated under the same accounting
principles applied to the GAAP pre-tax income which employs an annual effective tax rate method to the results.
(Dollars in millions except per share amounts)
For the three months ended June 30, 2016

Gross profit
Gross profit margin
S,G&A
R,D&E
Other (income) and expense
Total expense and other (income)
Pre-tax income from continuing operations
Pre-tax margin from continuing operations
Provision for income taxes*
Effective tax rate
Income from continuing operations
Income margin from continuing operations
Diluted earnings per share from continuing operations

GAAP

$
$

$
$
$

9,702 $
47.9%
5,349 $
1,465
37
6,653
3,049
15.1%
544 $
17.8%
2,505 $
12.4%
2.61 $

Acquisition-related
adjustments

129
$
0.6pts.
(159) $
—
—
(159)
289
1.4pts.
82
$
0.9pts.
207
$
1.0pts.
0.21
$

Retirement-related
adjustments

Operating
(Non-GAAP)

81
$
0.4pts.
(75) $
(7)
—
(83)
163
0.8pts.
39
$
0.3pts.
124
$
0.6pts.
0.13
$

9,912
49.0%
5,114
1,458
37
6,411
3,501
17.3%
665
19.0%
2,835
14.0%
2.95

* The tax impact on operating (non-GAAP) pre-tax income from continuing operations is calculated under the same accounting
principles applied to the GAAP pre-tax income which employs an annual effective tax rate method to the results.
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(Dollars in millions except per share amounts)
For the six months ended June 30, 2017

Gross profit
Gross profit margin
S,G&A
R,D&E
Other (income) and expense
Total expense and other (income)
Pre-tax income from continuing operations
Pre-tax margin from continuing operations
Provision for/(benefit from) income taxes*
Effective tax rate
Income from continuing operations
Income margin from continuing operations
Diluted earnings per share from continuing
operations

Acquisition-related
adjustments

GAAP

$
$

$
$
$

16,565 $
44.2%
10,312 $
3,018
(104)
12,699
3,867
10.3%
(218) $
(5.6)%
4,085 $
10.9%
4.32

$

Retirement-related
adjustments

Operating
(Non-GAAP)

236
$
0.6pts.
(269) $
—
(7)
(276)
512
1.4pts.
134
$
3.2pts.
378
$
1.0pts.

388
$
1.0pts.
(274) $
(97)
—
(371)
759
2.0pts.
175
$
4.2pts.
584
$
1.6pts.

0.40

0.63

$

$

17,189
45.9%
9,769
2,921
(111)
12,052
5,137
13.7%
90
1.8%
5,047
13.5%
5.35

* The tax impact on operating (non-GAAP) pre-tax income from continuing operations is calculated under the same accounting
principles applied to the GAAP pre-tax income which employs an annual effective tax rate method to the results.
(Dollars in millions except per share amounts)
For the six months ended June 30, 2016

Gross profit
Gross profit margin
S,G&A
R,D&E
Other (income) and expense
Total expense and other (income)
Pre-tax income from continuing operations
Pre-tax margin from continuing operations
Provision for/(benefit from) income taxes*
Effective tax rate
Income from continuing operations
Income margin from continuing operations
Diluted earnings per share from continuing operations

GAAP

$
$

$
$
$

18,388 $
47.2%
11,361 $
2,923
289
14,306
4,082
10.5%
(439) $
(10.8)%
4,521 $
11.6%
4.69 $

Acquisition-related
adjustments

241
$
0.6pts.
(227) $
—
(6)
(232)
473
1.2pts.
129
$
3.7pts.
345
$
0.9pts.
0.36
$

Retirement-related
adjustments

Operating
(Non-GAAP)

160
$
0.4pts.
(130) $
(16)
—
(146)
306
0.8pts.
66
$
2.0pts.
239
$
0.6pts.
0.25
$

18,789
48.3%
11,004
2,907
284
13,928
4,861
12.5%
(244)
(5.0)%
5,105
13.1%
5.30

* The tax impact on operating (non-GAAP) pre-tax income from continuing operations is calculated under the same accounting
principles applied to the GAAP pre-tax income which employs an annual effective tax rate method to the results.
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Forward-Looking and Cautionary Statements
Except for the historical information and discussions contained herein, statements contained in this Form 10-Q may constitute
forward-looking statements within the meaning of 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. These statements involve a
number of risks, uncertainties and other factors that could cause actual results to differ materially, including the following: a downturn
in the economic environment and client spending budgets; the company’s failure to meet growth and productivity objectives; a failure
of the company’s innovation initiatives; risks from investing in growth opportunities; failure of the company’s intellectual property
portfolio to prevent competitive offerings and the failure of the company to obtain necessary licenses; cybersecurity and data privacy
considerations; fluctuations in financial results; impact of local legal, economic, political and health conditions; adverse effects from
environmental matters, tax matters and the company’s pension plans; ineffective internal controls; the company’s use of accounting
estimates; the company’s ability to attract and retain key personnel and its reliance on critical skills; impacts of relationships with
critical suppliers; product quality issues; impacts of business with government clients; currency fluctuations and customer financing
risks; impact of changes in market liquidity conditions and customer credit risk on receivables; reliance on third party distribution
channels and ecosystems; the company’s ability to successfully manage acquisitions, alliances and dispositions; risks from legal
proceedings; risk factors related to IBM securities; and other risks, uncertainties and factors discussed in the company’s Form 10-Qs,
Form 10-K and in the company’s other filings with the U.S. Securities and Exchange Commission (SEC) or in materials incorporated
therein or herein by reference. The company assumes no obligation to update or revise any forward-looking statements.
Item 4. Controls and Procedures
The company’s management evaluated, with the participation of the Chief Executive Officer and Chief Financial Officer, the
effectiveness of the company’s disclosure controls and procedures as of the end of the period covered by this report. Based on that
evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that the company’s disclosure controls and
procedures were effective as of the end of the period covered by this report. There has been no change in the company’s internal
control over financial reporting that occurred during the quarter covered by this report that has materially affected, or is reasonably
likely to materially affect, the company’s internal control over financial reporting.
Part II — Other Information
Item 1. Legal Proceedings
Refer to note 12, “Contingencies,” on pages 43 to 45 of this Form 10-Q.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds and Issuer Repurchases of Equity Securities
The following table provides information relating to the company’s repurchase of common stock for the second quarter of 2017.

Period

Total Number
of Shares
Purchased

Average
Price Paid
per Share

Total Number
of Shares
Purchased as
Part of Publicly
Announced
Program

Approximate
Dollar Value
of Shares that
May Yet Be
Purchased Under
The Program*

April 1, 2017 - April 30, 2017

3,497,789

$

165.43

3,497,789

$3,265,785,704

May 1, 2017 - May 31, 2017

4,336,826

$

153.94

4,336,826

$2,598,190,011

June 1, 2017 - June 30, 2017

1,281,005

$

153.95

1,281,005

$2,400,985,446

Total

9,115,620

$

158.35

9,115,620

* On October 27, 2015, the Board of Directors authorized $4.0 billion in funds for use in the company’s common stock repurchase
program. On October 25, 2016, the Board of Directors authorized an additional $3.0 billion in funds for use in such program. In each
case, the company stated that it would repurchase shares on the open market or in private transactions depending on market
conditions. The common stock repurchase program does not have an expiration date. This table does not include shares tendered to
satisfy the exercise price in connection with cashless exercises of employee stock options or shares tendered to satisfy tax withholding
obligations in connection with employee equity awards.
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Item 5. Other Information
Refer to the ‘Lines of Credit’ section of note 11, “Borrowings,” on page 42 in this Form 10-Q.
Item 6. Exhibits
Exhibit Number

10.1

The $2,500,000,000 364-Day Credit Agreement dated as of July 20, 2017, among International Business
Machines Corporation and IBM Credit LLC, as Borrowers, The Several Lenders from Time to Time Parties to
such Agreement, JPMorgan Chase Bank, N.A., as Administrative Agent, BNP Paribas, Citibank N.A., Royal
Bank of Canada and Mizuho Bank, Ltd., as Syndication Agents, and the Documentation Agents named therein.

10.2

The $2,500,000,000 Three-Year Credit Agreement, dated as of July 20, 2017, among International Business
Machines Corporation and IBM Credit LLC, as Borrowers, The Several Lenders from Time to Time Parties to
such Agreement, JPMorgan Chase Bank, N.A., as Administrative Agent, BNP Paribas, Citibank N.A., Royal
Bank of Canada and Mizuho Bank, Ltd., as Syndication Agents, and the Documentation Agents named therein.

10.3

Third Amendment, dated as of July 20, 2017, to the 5-Year Credit Agreement dated as of November 10, 2011 (as
amended from time to time), among International Business Machines Corporation, JPMorgan Chase Bank, N.A.,
as Administrative Agent, the Subsidiary Borrowers parties thereto, the Lenders parties thereto, and the
Syndication Agents and the Documentation Agents named therein.

11

Statement re: computation of per share earnings.

12

Statement re: computation of ratios.

31.1

Certification by principal executive officer pursuant to Rule 13A-14(a) or 15D-14(a) of the Securities Exchange
Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2

Certification by principal financial officer pursuant to Rule 13A-14(a) or 15D-14(a) of the Securities Exchange
Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1

Certification by principal executive officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

32.2

Certification by principal financial officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

101.INS

XBRL Instance Document

101.SCH

XBRL Taxonomy Extension Schema Document

101.CAL

XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF

XBRL Taxonomy Extension Definition Linkbase Document

101.LAB

XBRL Taxonomy Extension Label Linkbase Document

101.PRE

XBRL Taxonomy Extension Presentation Linkbase Document
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364-DAY CREDIT AGREEMENT, dated as of July 20, 2017, among INTERNATIONAL BUSINESS MACHINES
CORPORATION, a New York corporation (“IBM”) and its Subsidiary IBM CREDIT LLC, a Delaware limited liability company
(“IBMCLLC”) (each individually a “Borrower” and together the “Borrowers”), the several banks and other financial institutions from
time to time parties to this Agreement (the “Lenders”), JPMORGAN CHASE BANK, N.A., as administrative agent for the Lenders
hereunder (in such capacity, the “Administrative Agent”), BNP PARIBAS, CITIBANK, N.A., ROYAL BANK OF CANADA, and
MIZUHO BANK, LTD. as syndication agents (in such capacity, the “Syndication Agents”) and BARCLAYS BANK PLC, BANK OF
AMERICA, N.A., DEUTSCHE BANK SECURITIES INC., HSBC BANK USA, NATIONAL ASSOCIATION, SOCIETE
GENERALE, and WELLS FARGO BANK, NATIONAL ASSOCIATION, as documentation agents (in such capacity, the
“Documentation Agents”).
The parties hereto hereby agree as follows:
SECTION 1.
1.1

DEFINITIONS

Defined Terms. As used in this Agreement, the following terms shall have the following meanings:

“1985 Indenture”: the Indenture, dated as of July 15, 1985, between IBM and The Bank of New York (successor to
Morgan Guaranty Trust Company of New York), as Trustee.
“1990 Indenture”: the Indenture, dated as of March 1, 1990, between IBM and The Bank of New York, as Trustee.
“ABR”: for any day, a rate per annum (rounded upwards, if necessary, to the next 1/16 of 1%) equal to the greatest
of (a) the Prime Rate in effect on such day, (b) the NYFRB Rate in effect on such day plus 1/2 of 1% and (c) the Eurodollar
Rate that would be calculated as of such day (or, if such day is not a Business Day, as of the next preceding Business Day) in
respect of a proposed Eurodollar Loan with a one-month Interest Period plus 1.0%. For purposes hereof: “Prime Rate” shall
mean the rate of interest per annum publicly announced from time to time by JPMorgan Chase Bank as its prime rate in effect
at its principal office in New York City (each change in the Prime Rate to be effective on the date such change is publicly
announced). If for any reason the Administrative Agent shall have determined (which determination shall be conclusive
absent manifest error) that it is unable to ascertain the NYFRB Rate for any reason, including the inability or failure of the
Administrative Agent to obtain sufficient quotations in accordance with the terms thereof, the ABR shall be determined
without regard to clause (b) of the first sentence of this definition until the circumstances giving rise to such inability no
longer exist. Any change in the ABR due to a change in the Prime Rate, the NYFRB Rate or such Eurodollar Rate shall be
effective on the effective day of such change in the Prime Rate, the NYFRB Rate or such Eurodollar Rate, respectively.
“ABR Loans”: Loans the rate of interest applicable to which is based upon the ABR.
“Act”: as defined in Section 11.24.
“Affiliate”: as to any Person, any other Person that, directly or indirectly, is in control of, is controlled by, or is
under common control with, such Person. For purposes of this definition, “control” of a Person means the power, directly or
indirectly, either to (a) vote 25% or more of the securities having ordinary voting power for the election of directors (or
persons performing similar functions) of such Person or (b) direct or cause the direction of the management and policies of
such Person, whether by contract or otherwise.
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“Aggregate Outstanding Revolving Extensions of Credit”: as to any Lender at any time, the aggregate Dollar
Amount of all Revolving Credit Loans made by such Lender then outstanding.
“Agreement”: this Credit Agreement, as amended, supplemented or otherwise modified from time to time.
“Anti-Corruption Laws”: all laws, rules and regulations of any jurisdiction applicable to the Borrower or its
Subsidiaries from time to time concerning or relating to bribery or corruption.
“Applicable Margin”: on any date, with respect to (a) any Eurodollar Loan, a rate per annum equal to the Credit
Default Swap Spread applicable to the relevant Borrower in effect for Eurodollar Loans on such date, (b) any EURIBOR
Loan, a rate per annum equal to the Credit Default Swap Spread applicable to the relevant Borrower in effect for EURIBOR
Loans on such date or (c) any ABR Loan, a rate per annum equal to the Credit Default Swap Spread applicable to the relevant
Borrower in effect for ABR Loans on such date less 1% per annum (but not less than 0%). Notwithstanding the foregoing,
(x) the non-default Applicable Margin for Eurodollar Loans and EURIBOR Loans in effect at any time shall not be less than
0.10%, and shall not exceed 0.75% (the “Maximum Applicable Margin”) and (y) the non-default Applicable Margin for ABR
Loans in effect at any time shall be 0.00%.
If at any time (i) the Credit Default Swap Spread applicable to IBMCLLC is unavailable and (ii) IBMCLLC’s long
term senior unsecured debt rating, for debt that has the benefit of support arrangements from IBM comparable to those
provided for in the Support Agreement but is not guaranteed by any other Person or subject to any other credit enhancement,
by each of S&P and Moody’s are equal to or higher than those of IBM at such time, the Credit Default Swap Spread of
IBMCLLC shall be deemed to be the Credit Default Swap Spread applicable to IBM at such time. If at any time the Credit
Default Swap Spread applicable to IBM or IBMCLLC (subject, in the case of IBMCLLC, to the immediately preceding
sentence) is unavailable, IBM and the Lenders shall negotiate in good faith (for a period of up to thirty days after the Credit
Default Swap Spread becomes unavailable (such thirty-day period, the “Negotiation Period”)) to agree on an alternative
method for establishing the Applicable Margin. The Applicable Margin at any date of determination thereof which falls
during the Negotiation Period shall be based upon the then most recently available quote of the Credit Default Swap Spread.
If no such alternative method is agreed upon during the Negotiation Period, the Applicable Margin at any date of
determination subsequent to the end of the Negotiation Period shall be (x) in the case of ABR Loans, 0.00% and (y) in the
case of Eurodollar Loans or EURIBOR Loans, the greater of (i) a rate per annum based upon the then most recently available
quote of the Credit Default Swap Spread (but in no event (A) greater than 0.75% or (B) less than 0.10%) and (ii) a rate per
annum equal to 75% of the Maximum Applicable Margin.
“Attributable Debt”: as of any date of determination, the present value (discounted semiannually at the Attributable
Interest Rate) of the obligation of a lessee for rental payments pursuant to any Sale and Leaseback Transaction (reduced by
the amount of the rental obligations of any sublessee of all or part of the same property) during the remaining term of such
Sale and Leaseback Transaction (including any period for which the lease relating thereto has been extended), such rental
payments not to include amounts payable by the lessee for maintenance and repairs, insurance, taxes, assessments and similar
charges and for contingent rents (such as those based on sales). In the case of any Sale and Leaseback Transaction in which
the lease is terminable by the lessee upon the payment of a penalty, such rental payments shall be considered for purposes of
this definition to be the lesser of (a) the rental payments to be paid under such
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Sale and Leaseback Transaction until the first date (after the date of such determination) upon which it may be so terminated
plus the then applicable penalty upon such termination and (b) the rental payments required to be paid during the remaining
term of such Sale and Leaseback Transaction (assuming such termination provision is not exercised).
“Attributable Interest Rate”: as of the date of its determination, the weighted average of the interest rates (or the
effective rate in the case of original issue discount securities or discount securities) of (a) all Outstanding Securities (as such
term is defined in the 1990 Indenture) of IBM under the 1990 Indenture and all securities of IBM issued and outstanding (as
defined in the 1985 Indenture) under the 1985 Indenture to which Sections 6.05 and 6.06 of the 1985 Indenture apply (and
whose application has not been waived), or (b) at any time when no securities of IBM referred to in clause (a) of this sentence
are outstanding, all outstanding Loans and all other outstanding Funded Debt of IBM and IBMCLLC.
“Available Revolving Credit Commitment”: as to any Lender, at any time of determination, an amount equal to such
Lender’s Revolving Credit Commitment at such time minus such Lender’s Aggregate Outstanding Revolving Extensions of
Credit at such time.
“Bail-In Action”: the exercise of any Write-Down and Conversion Powers by the applicable EEA Resolution
Authority in respect of any liability of an EEA Financial Institution.
“Bail-In Legislation”: with respect to any EEA Member Country implementing Article 55 of Directive 2014/59/EU
of the European Parliament and of the Council of the European Union, the implementing law for such EEA Member Country
from time to time which is described in the EU Bail-In Legislation Schedule.
“Banking Day”: in respect of any city, any day on which commercial banks are open for business (including
dealings in foreign exchange and foreign currency deposits) in that city.
“Bankruptcy Event”: with respect to any Person, such Person becomes the subject of a bankruptcy or insolvency
proceeding, other than via an Undisclosed Administration, or has had a receiver, conservator, trustee, administrator,
custodian, assignee for the benefit of creditors or similar Person charged with the reorganization or liquidation of its business
appointed for it, or, in the good faith determination of the Administrative Agent, has taken any action in furtherance of, or
indicating its consent to, approval of, or acquiescence in, any such proceeding or appointment, provided that a Bankruptcy
Event shall not result solely by virtue of any ownership interest, or the acquisition of any ownership interest, in such Person
by a Governmental Authority or instrumentality thereof, provided, further, that such ownership interest does not result in or
provide such Person with immunity from the jurisdiction of courts within the United States or from the enforcement of
judgments or writs of attachment on its assets or permit such Person (or such Governmental Authority or instrumentality) to
reject, repudiate, disavow or disaffirm any contracts or agreements made by such Person.
“Board”: the Board of Governors of the Federal Reserve System of the United States (or any successor).
“Borrower”: as defined in the preamble hereto.
“Borrower Obligations”: any and all obligations of any Borrower for the payment of money hereunder or in respect
hereof, whether absolute or contingent.
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“Borrowing Date”: any Business Day specified in a notice pursuant to Section 2.2, 2.5 or 2.8 as a date on which the
relevant Borrower requests Revolving Credit Loans to be made hereunder.
“Business Day”: a day other than a Saturday, Sunday or other day on which commercial banks in New York City
are authorized or required by law to close, except that, when used in connection with (i) a Eurodollar Loan, “Business Day”
shall not include any day on which banks are not open for dealings in Dollar deposits in the London interbank market and
(ii) a EURIBOR Loan, “Business Day” shall not include any day on which TARGET is authorized or required by law to
close.
“Calculation Date”: (a) the last Business Day of each calendar month, (b) at the Administrative Agent’s option in its
sole discretion, any Business Day on which a Borrower gives the Administrative Agent a notice requesting Revolving Credit
Loans to be made hereunder and (c) each date of any continuation of any Revolving Credit Loan denominated in Euros.
“Capital Lease”: with respect to any Person, any obligation of such Person to pay rent or other amounts under a
lease with respect to any property (whether real, personal or mixed) acquired or leased by such Person that is required to be
accounted for as a liability on a balance sheet of such Person in accordance with GAAP.
“Code”: the Internal Revenue Code of 1986, as amended from time to time.
“Commitment Fee Rate”: means 0.03%.
“Commitment Percentage”: as to any Lender at any time, the percentage which such Lender’s Revolving Credit
Commitment then constitutes of the aggregate Revolving Credit Commitments (or, at any time after the Revolving Credit
Commitments shall have expired or terminated, the percentage which the aggregate principal amount of such Lender’s Loans
then outstanding constitutes of the aggregate principal amount of the Loans of all Lenders then outstanding).
“Commitments”: the Revolving Credit Commitments.
“Consolidated Adjusted Cash Flow”: for any period, earnings before income taxes of IBM and its consolidated
Subsidiaries for such period, excluding gains or losses from the divestiture or sale of a business, plus, to the extent deducted
in arriving at earnings before income taxes of IBM and its consolidated Subsidiaries for such period, the sum of
(i) Consolidated Net Interest Expense, (ii) depreciation expense, (iii) amortization expense and (iv) restructuring charges
minus the sum of (a) cash payments made during such period in respect of restructuring charges, (b) payments made during
such period for plant, rental machines and other property excluding acquisitions of businesses (net of proceeds received
during such period from dispositions of plant, rental machines and other property excluding divestitures or sales of
businesses) and (c) investment in software for such period, all as determined on a consolidated basis in accordance with
GAAP and, where applicable, determined by reference to the consolidated statement of earnings or (including in the case of
clauses (b) and (c) above) statement of cash flows of IBM and its consolidated Subsidiaries.
“Consolidated Net Interest Expense”: for any period, (a) total interest cost of IBM and its Subsidiaries for such
period minus (b) interest income of IBM and its Subsidiaries for such period, determined on a consolidated basis in
accordance with GAAP.
5

“Consolidated Net Interest Expense Ratio”: for any period, the ratio of Consolidated Adjusted Cash Flow for such
period to Consolidated Net Interest Expense for such period.
“Consolidated Net Tangible Assets”: at any date, the total assets appearing on the consolidated statement of
financial position of IBM and its Subsidiaries most recently delivered to the Administrative Agent pursuant to Section 4.5,
6.2(a) or 6.2(b), as the case may be, less (a) all current liabilities as shown on such statement and (b) intangible assets. As
used herein, “intangible assets” means the value (net of any applicable reserves) as shown on or reflected in such statement,
of: (i) all trade names, trademarks, licenses, patents, copyrights and goodwill; (ii) organizational and development costs;
(iii) deferred charges (other than prepaid items such as insurance, taxes, interest, commissions, rents and similar items and
tangible assets being amortized); and (iv) unamortized debt discount and expense, less unamortized premium; but in no event
shall the term “intangible assets” include program products.
“Credit Default Swap Spread”: at any determination date, the credit default swap spread applicable to senior
unsecured debt of the applicable Borrower that, in the case of IBMCLLC, has the benefit of support arrangements from IBM
comparable to those provided for in the Support Agreement but that, in the case of such applicable Borrower, is not
guaranteed by any other Person or, except as set forth above in the case of IBMCLLC, subject to any other credit
enhancement, with a maturity of one year, determined as of the close of business on the Business Day immediately preceding
such determination date, as interpolated and reported by Markit Group Limited or any successor thereto. The Credit Default
Swap Spread is determined (a) in the case of ABR Loans, initially on the Effective Date and thereafter on the first Business
Day of each calendar quarter, and (b) in the case of any Eurodollar Loan or EURIBOR Loan, on the second Business Day
prior to the first day of the Interest Period of such Eurodollar Loan or EURIBOR Loan (and, if applicable, the last Business
Day prior to the continuation of such Eurodollar Loan or EURIBOR Loan), and thereafter, in the case of any Eurodollar Loan
or EURIBOR Loan having an Interest Period of greater than three months, at the end of each successive three-month period
during such Interest Period, with such Credit Default Swap Spread, as so determined, to be in effect as to such Eurodollar
Loan or EURIBOR Loan for each day commencing with the first day of the applicable Interest Period until subsequently redetermined in accordance with the foregoing.
“Credit Party”: the Administrative Agent.
“Debt”: with respect to any Person, without duplication, all indebtedness representing money borrowed which is
created, assumed, incurred or guaranteed in any manner by such Person or for which such Person is otherwise responsible or
liable (whether by agreement to purchase indebtedness of, or to supply funds to or invest in, others).
“Default”: any of the events specified in Section 8, whether or not any requirement for the giving of notice, the
lapse of time, or both, has been satisfied.
“Defaulting Lender”: any Lender that (a) has failed, within two Business Days of the date required to be funded or
paid, to (i) fund any portion of its Loans, or (ii) pay over to any Credit Party any other amount required to be paid by it
hereunder, unless, in the case of clause (i) above, such Lender notifies the Administrative Agent in writing that such failure is
the result of such Lender’s good faith determination that a condition precedent to funding (specifically identified and
including the particular default, if any) has not been satisfied, (b) has notified IBM, IBMCLLC or any Credit Party in writing,
or has made a public statement to the effect, that it does not intend or expect to comply with any of its funding obligations
under this Agreement (unless
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such writing or public statement indicates that such position is based on such Lender’s good faith determination that a
condition precedent (specifically identified and including the particular default, if any) to funding a loan under this
Agreement cannot be satisfied) or generally under other agreements in which it commits to extend credit, (c) has failed,
within three Business Days after request by a Credit Party, acting in good faith, to provide a certification in writing from an
authorized officer of such Lender that it will comply with its obligations (and is financially able to meet such obligations) to
fund prospective Loans under this Agreement, provided that such Lender shall cease to be a Defaulting Lender pursuant to
this clause (c) upon such Credit Party’s receipt of such certification in form and substance satisfactory to it and the
Administrative Agent, or (d) has become the subject of a Bankruptcy Event or a Bail-In Action.
“Dollar Amount”: at any time, (a) with respect to any Revolving Credit Loan denominated in Dollars, the principal
amount thereof then outstanding and (b) with respect to any Revolving Credit Loan denominated in Euros, the principal
amount thereof then outstanding in Euros, converted to Dollars in accordance with Section 2.23.
“Dollars” and “$”: dollars in lawful currency of the United States of America.
“EEA Financial Institution”: (a) any credit institution or investment firm established in any EEA Member Country
which is subject to the supervision of an EEA Resolution Authority, (b) any entity established in an EEA Member Country
which is a parent of an institution described in clause (a) of this definition, or (c) any financial institution established in an
EEA Member Country which is a subsidiary of an institution described in clauses (a) or (b) of this definition and is subject to
consolidated supervision with its parent.
“EEA Member Country”: any of the member states of the European Union, Iceland, Liechtenstein, and Norway.
“EEA Resolution Authority”: any public administrative authority or any Person entrusted with public administrative
authority of any EEA Member Country (including any delegee) having responsibility for the resolution of any EEA Financial
Institution.
“Effective Date”: as defined in Section 5.1.
“EMU”: Economic and Monetary Union as contemplated by the Treaty.
“ERISA”: the Employee Retirement Income Security Act of 1974, as amended from time to time, and the rules and
regulations promulgated thereunder, as from time to time in effect.
“EU Bail-In Legislation Schedule”: the EU Bail-In Legislation Schedule published by the Loan Market Association
(or any successor Person), as in effect from time to time.
“EURIBOR Loans”: Revolving Credit Loans the rate of interest applicable to which is based upon the EURIBOR
Rate.
“EURIBOR Rate”: with respect to any EURIBOR Loan for any Interest Period, the rate per annum equal to the
offered rate per annum for Euro deposits for a period equal to one, two, three or six months (as selected by the applicable
Borrower) appearing on Reuters Page EURIBOR01 (or any successor or substitute page which displays an average
determined by the European Money Markets Institute) (a “EURIBOR Screen Rate”) as of 11:00 a.m., Brussels time, two
Business Days prior to the beginning of such Interest Period; provided, that, if the EURIBOR
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Screen Rate shall not be available at such time for such Interest Period (an “Impacted EURIBOR Interest Period”) with
respect to Euros, then the EURIBOR Rate shall be the Interpolated EURIBOR Rate at such time; provided, further that if the
EURIBOR Screen Rate shall be less than zero, such rate shall be deemed to be zero for purposes of this Agreement.
“Interpolated EURIBOR Rate” means, at any time, the rate per annum determined by the Administrative Agent (which
determination shall be conclusive and binding absent manifest error) to be equal to the rate that results from interpolating on
a linear basis between: (a) the EURIBOR Screen Rate for the longest period (for which that EURIBOR Screen Rate is
available in Euros) that is shorter than the Impacted EURIBOR Interest Period and (b) the EURIBOR Screen Rate for the
shortest period (for which that EURIBOR Screen Rate is available for Euros) that exceeds the Impacted EURIBOR Interest
Period, in each case, at such time; provided, that, if any Interpolated EURIBOR Rate shall be less than zero, such rate shall
be deemed to be zero for purposes of this Agreement.
“EURIBOR Tranche”: the collective reference to EURIBOR Loans the then current Interest Periods with respect to
all of which begin on the same date and end on the same later date (whether or not such EURIBOR Loans shall originally
have been made on the same day).
“Euro” or “€”: the single currency of Participating Member States introduced in accordance with the provisions of
Article 109(1)(4) of the Treaty and, in respect of all payments to be made under this Agreement in Euros, means immediately
available, freely transferable funds.
“Euro Funding Office”: the Administrative Agent’s office located at 25 Bank Street, Canary Wharf, London E14
5JP, or such office as may be designated by the Administrative Agent by written notice to the Borrowers and the relevant
Lenders.
“Eurodollar Loans”: Revolving Credit Loans the rate of interest applicable to which is based upon the Eurodollar
Rate.
“Eurodollar Rate”: with respect to any Eurodollar Loans for any Interest Period, the London interbank offered rate
as administered by the ICE Benchmark Administration (or any other Person that takes over the administration of such rate)
for Dollars for a period equal in length to such Interest Period as displayed on the LIBOR01 page of the Reuters Screen that
displays such rate (or, in the event such rate does not appear on a Reuters page or screen, on any successor or substitute
page on such screen that displays such rate, or on the appropriate page of such other information service that publishes such
rate from time to time as selected by the Administrative Agent in its reasonable discretion; in each case, the “Screen Rate”) at
approximately 11:00 a.m., London time, two Business Days prior to the commencement of such Interest Period; provided
that if the Screen Rate shall be less than zero, such rate shall be deemed to be zero for purposes of this Agreement; provided,
further, that if the Screen Rate shall not be available at such time for such Interest Period (an “Impacted Interest Period”),
then the Eurodollar Rate shall be the Interpolated Rate at such time. “Interpolated Rate” means, at any time, the rate per
annum determined by the Administrative Agent (which determination shall be conclusive and binding absent manifest error)
to be equal to the rate that results from interpolating on a linear basis between: (a) the Screen Rate for the longest period (for
which that Screen Rate is available in Dollars) that is shorter than the Impacted Interest Period and (b) the Screen Rate for the
shortest period (for which that Screen Rate is available for Dollars) that exceeds the Impacted Interest Period, in each case, at
such time; provided that if any Interpolated Rate shall be less than zero, such rate shall be deemed to be zero for purposes of
this Agreement.
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“Eurodollar Tranche”: the collective reference to Eurodollar Loans the then current Interest Periods with respect to
all of which begin on the same date and end on the same later date (whether or not such Eurodollar Loans shall originally
have been made on the same day).
“Event of Default”: any of the events specified in Section 8, provided that all requirements for the giving of notice
and/or the lapse of time have been satisfied.
“Exchange Rate”: on any particular date, the rate at which Euros may be exchanged into Dollars, as set forth on
such date on ICE Data Services as the “ask price” or as displayed on such other information service which publishes that rate
of exchange from time to time in place of ICE Data Services. In the event that such rate does not appear on ICE Data
Services (or on any information service which publishes that rate of exchange from time to time in place of ICE Data
Services), the “Exchange Rate” with respect to Euros shall be determined by reference to such other publicly available
service for displaying exchange rates as may be agreed upon by the Administrative Agent and IBM or, in the absence of such
agreement, such “Exchange Rate” shall instead be the rate that the Administrative Agent determines after using any
reasonable method it deems applicable to determine such rate, and such determination shall be conclusive absent manifest
error.
“FATCA”: Sections 1471 through 1474 of the Code, as of the date of this Agreement (or any amended or successor
version that is substantively comparable and not materially more onerous to comply with) and any current or future
regulations or official interpretations thereof.
“Federal Funds Effective Rate”: for any day, the rate calculated by the NYFRB based on such day’s federal funds
transactions by depositary institutions (as determined in such manner as the NYFRB shall set forth on its public website from
time to time) and published on the next succeeding Business Day by the NYFRB as the federal funds effective rate, provided
that if the Federal Funds Effective Rate shall be less than zero, such rate shall be deemed to be zero for the purposes of this
Agreement.
“IBMCLLC Consolidated Tangible Net Worth”: at any date, the total assets appearing on the consolidated statement
of financial position of IBMCLLC and its Subsidiaries most recently delivered to the Administrative Agent pursuant to
Section 4.5 or 6.2(a), as the case may be, less (a) all liabilities as shown on such statement and (b) intangible assets. As used
herein, “intangible assets” means the value (net of any applicable reserves) as shown on or reflected in such statement, of:
(i) all trade names, trademarks, licenses, patents, copyrights and goodwill; (ii) organizational and development costs;
(iii) deferred charges (other than prepaid items such as insurance, taxes, interest, commissions, rents and similar items and
tangible assets being amortized); and (iv) unamortized debt discount and expense, less unamortized premium; but in no event
shall the term “intangible assets” include program products.
“IBMCLLC Form 10”: the Form 10 for IBMCLLC filed with the SEC on May 5, 2017.
“IBMCLLC Leverage Ratio”: for any fiscal quarter, IBMCLLC’s “Debt-to-Equity Ratio” as reported in IBMCLLC’s
periodic report (Form 10-Q or Form 10-K, as the case may be) covering such fiscal quarter or, prior to the first filing of any
such periodic report, as reported in, and calculated in the manner set forth in the section titled “Management Discussion and
Analysis of Results of Operation and Financial Condition” of the IBMCLLC Form 10.
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“Funded Debt”: any Debt maturing by its terms more than one year from the date of the issuance thereof, including
any Debt renewable or extendible at the option of the obligor to a date later than one year from the date of the original
issuance thereof.
“GAAP”: generally accepted accounting principles in the United States of America in effect from time to time.
“Governmental Authority”: any nation or government, any state or other political subdivision thereof and any entity
exercising executive, legislative, judicial, regulatory or administrative functions of or pertaining to government, including
any applicable supranational bodies (such as the European Union or the European Central Bank).
“Incremental Commitment Supplement”: as defined in Section 11.23(c).
“Indebtedness”: with respect to any Person, without duplication, (a) all indebtedness of such Person for borrowed
money or for the deferred purchase price of property or services other than indebtedness to trade creditors and service
providers incurred in the ordinary course of business, (b) obligations, contingent or otherwise, of such Person in connection
with (i) letter of credit facilities or bankers’ acceptance facilities and (ii) interest rate swap agreements, interest rate cap
agreements or similar arrangements used by a Person to fix or cap a floating rate of interest to a negotiated maximum rate or
amount, or other similar facilities including currency swaps, (c) all obligations of such Person evidenced by bonds, notes,
debentures or other similar instruments, (d) all indebtedness created or arising under any conditional sale or other title
retention agreement with respect to property acquired by such Person (even though the rights and remedies of the seller or
lender under such agreement in the event of default are limited to repossession or sale of such property), (e) all obligations of
such Person to pay rent or other amounts under a Capital Lease, (f) all indebtedness referred to in clause (a), (b), (c), (d) or
(e) above secured by (or for which the holder of such Indebtedness has an existing right, contingent or otherwise, to be
secured by) any Lien upon or in property owned by such Person, even though such Person has not assumed or become liable
for the payment of such indebtedness, and (g) all Indebtedness of others guaranteed by such Person. For purposes of this
Agreement, the amount of any Indebtedness referred to in clause (b)(ii) of the preceding sentence shall be the amounts,
including any termination payments, required to be paid to a counterparty rather than any notional amount with regard to
which payments may be calculated. For purposes of this Agreement, Indebtedness shall not include any indebtedness or
other obligations issued by any Person (or by a trust or other entity established by such Person or any of its affiliates) which
are primarily serviced by the cash flows of a discrete pool of receivables, leases or other financial assets which have been
sold or transferred by IBM or any Subsidiary in securitization transactions (“Securitization Transactions”) which, in
accordance with GAAP, are accounted for as sales for financial reporting purposes. The definitions of Debt and Indebtedness
in this Section 1.1 shall be independent in construction, interpretation and application.
“Interest Payment Date”: (a) as to any ABR Loan, the last day of each March, June, September and December to
occur while such Loan is outstanding and the Termination Date, (b) as to any Eurodollar Loan or EURIBOR Loan having an
Interest Period of three months or less, the last day of such Interest Period, and (c) as to any Eurodollar Loan or EURIBOR
Loan having an Interest Period longer than three months, each day which is three months, or a whole multiple thereof, after
the first day of such Interest Period and the last day of such Interest Period.
“Interest Period”: with respect to any Eurodollar Loan or EURIBOR Loan:
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(a) initially, the period commencing on the borrowing or conversion date, as the case may be, with respect to such
Eurodollar Loan or EURIBOR Loan and ending one, two, three or six months thereafter, as selected by the relevant Borrower
in its notice of borrowing or notice of conversion, as the case may be, given with respect thereto; and
(b) thereafter, each period commencing on the last day of the next preceding Interest Period applicable to such
Eurodollar Loan or EURIBOR Loan and ending one, two, three or six months thereafter, as selected by the relevant Borrower
by irrevocable notice to the Administrative Agent not less than three Business Days prior to the last day of the then current
Interest Period with respect thereto;
provided that, all of the foregoing provisions relating to Interest Periods are subject to the following:
(i) if any Interest Period would otherwise end on a day that is not a Business Day, such Interest Period shall be
extended to the next succeeding Business Day unless the result of such extension would be to carry such Interest Period into
another calendar month in which event such Interest Period shall end on the immediately preceding Business Day;
(ii) any Interest Period that would otherwise extend beyond the Termination Date shall end on the Termination
Date; and
(iii) any Interest Period that begins on the last Business Day of a calendar month (or on a day for which there is no
numerically corresponding day in the calendar month at the end of such Interest Period) shall end on the last Business Day of
a calendar month.
“Joint Lead Arrangers”: JPMorgan Chase Bank, N.A., BNP Paribas Securities Corp., Citigroup Global Markets
Inc., and RBC Capital Markets, as Joint Lead Arrangers pursuant to this Agreement.
“Joint Lead Bookrunners”: JPMorgan Chase Bank, N.A., BNP Paribas Securities Corp., Citigroup Global Markets
Inc., and RBC Capital Markets, as Joint Bookrunners pursuant to this Agreement.
“Lender Parties”: the Administrative Agent, the Syndication Agents, the Documentation Agents, and the Lenders,
and any affiliate of any of the foregoing.
“Lien”: with respect to any asset, any mortgage, pledge, security interest, lien, charge or other encumbrance
whatsoever.
“Loan”: any Revolving Credit Loan.
“Margin Stock”: as defined under Regulation U.
“Material Adverse Effect”: a material adverse effect on (a) the financial condition of IBM and its Subsidiaries taken
as a whole, (b) the financial condition of IBMCLLC and its Subsidiaries taken as a whole, or (c) the validity or enforceability
of this Agreement or the rights or remedies of the Administrative Agent and the Lenders hereunder.
“Maximum Applicable Rate”: as defined in the definition of “Applicable Margin”.
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“Moody’s”: Moody’s Investors Services, Inc. and its successors.
“New Lender”: as defined in Section 11.23(b).
“New Lender Supplement”: as defined in Section 11.23(b).
“New York Funding Office”: the Administrative Agent’s office located at 383 Madison Avenue, 27th Floor, New
York, NY 10179, or such office as may be designated by the Administrative Agent by written notice to the Borrowers and the
relevant Lenders.
“Non-Excluded Taxes”: as defined in Section 2.18(a).
“NYFRB”: the Federal Reserve Bank of New York.
“NYFRB Rate”: for any day, the greater of (a) the Federal Funds Effective Rate (which if less than zero shall be
deemed zero) in effect on such day and (b) the Overnight Bank Funding Rate in effect on such day (or for any day that is not
a Banking Day, for the immediately preceding Banking Day); provided that if none of such rates are published for any day
that is a Business Day, the term “NYFRB Rate” means the rate for a federal funds transaction quoted at 11:00 a.m. on such
day received by the Administrative Agent from a Federal funds broker of recognized standing selected by it; provided,
further, that if any of the aforesaid rates shall be less than zero, such rate shall be deemed to be zero.
“Other Connection Taxes”: with respect to the Administrative Agent, any Lender or any Transferee, taxes imposed
as a result of a present or former connection between the Administrative Agent, such Lender or such Transferee, and the
jurisdiction of the Governmental Authority imposing such tax or any political subdivision or taxing authority thereof or
therein (other than any such connection arising solely from the Administrative Agent, such Lender or such Transferee having
executed, delivered, become a party to, performed its obligations under, received payments under, received or perfected a
security interest under, engaged in any other transaction pursuant to, or enforced, this Agreement, or sold or assigned an
interest in any Loan or this Agreement).
“Other Taxes”: all present or future stamp, court, or documentary, intangible, recording, filing or similar taxes that
arise from any payment made under, from the execution, delivery, performance, enforcement or registration of, from the
receipt or perfection of a security interest under, or otherwise with respect to, this Agreement, except any such taxes that are
Other Connection Taxes imposed with respect to an assignment (other than an assignment request by a Borrower under
Section 11.11).
“Overnight Bank Funding Rate”: for any day, the rate comprised of both overnight federal funds and overnight
Eurocurrency borrowings by U.S. managed banking offices of depository institutions (as such composite rate shall be
determined by the Federal Reserve Bank of New York as set forth on its public website from time to time) and published on
the next succeeding business day by the Federal Reserve Bank of New York as an overnight bank funding rate (from and
after such date as the Federal Reserve Bank of New York shall commence to publish such composite rate).
“Participant”: as defined in Section 11.6.
“Participating Member States”: each state so described in any EMU legislation.
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“Permitted Liens”: (a) pledges or deposits made to secure obligations of IBM or a Restricted Subsidiary under
workmen’s compensation laws or similar legislation; (b) Liens imposed by law, such as materialmen’s, mechanics’, carriers’,
workmen’s, vendors’, repairmen’s or other like Liens incurred in the ordinary course of business; (c) governmental (Federal,
state or municipal) Liens arising out of contracts for the purchase of products of IBM or a Restricted Subsidiary, and deposits
or pledges to obtain the release of any of the foregoing Liens; (d) Liens created by or resulting from any litigation or legal
proceeding that is currently being contested in good faith by appropriate proceedings; (e) leases made or existing on Principal
Property entered into in the ordinary course of business by IBM or a Restricted Subsidiary; (f) landlords’ Liens under leases
of Principal Property to which IBM or a Restricted Subsidiary is a party; (g) zoning restrictions, easements, licenses or
restrictions on the use of Principal Property or minor irregularities in the title thereto that in any such case do not interfere
materially with the use of such Principal Property by IBM or any Restricted Subsidiary; (h) deposits in connection with bids,
tenders or contracts (other than for the payment of money) to which IBM or any Restricted Subsidiary is a party; (i) deposits
to secure public or statutory obligations of IBM or any Restricted Subsidiary; (j) deposits in connection with obtaining or
maintaining self-insurance or to obtain the benefits of any law, regulation or arrangement pertaining to unemployment
insurance, old age pensions, social security or similar matters; (k) deposits of cash or obligations of the United States of
America to secure surety, appeal or customs bonds to which IBM or any Restricted Subsidiary is a party; and (l) Liens for
taxes or assessments or governmental charges or levies not yet due or delinquent, or which can thereafter be paid without
penalty, or which are being contested in good faith by appropriate proceedings.
“Person”: an individual, partnership, limited liability company, corporation, business trust, joint stock company,
trust, unincorporated association, joint venture, Governmental Authority or other entity of whatever nature.
“Principal Property”: any land, land improvements, buildings and associated factory, laboratory and office
equipment (excluding all products marketed by IBM or any Subsidiary) constituting a manufacturing facility, development
facility, warehouse facility, service facility or office facility (including any portion thereof), which facility (a) is owned by or
leased to IBM or any Restricted Subsidiary (b) is located within the United States, and (c) has an acquisition cost plus
capitalized improvements in excess of 0.15% of Consolidated Net Tangible Assets as of the date of such determination, other
than (i) any such facility, or portion thereof, which has been financed by obligations issued by or on behalf of a state, a
Territory or a possession of the United States, or any political subdivision of any of the foregoing, or the District of
Columbia, the interest on which is, or at the time of issuance of such obligations was determined by counsel to be, excludable
from the gross income of the holders thereof (other than a “substantial user” of such facility or a “related person” as those
terms were used in Section 147 of the Code) pursuant to the provisions of Section 103 and related Sections of the Code (or
any similar provisions hereafter enacted) as in effect at the time of issuance of such obligations, (ii) any such facility which
the Board of Directors of IBM, or a duly authorized committee thereof, may by resolution declare is not of material
importance to IBM and the Restricted Subsidiaries, taken as a whole (provided that IBM has delivered written notice of such
declaration to the Administrative Agent), and (iii) any such facility, or portion thereof, owned or leased jointly or in common
with one or more Persons other than IBM and any Subsidiary, and in which the interest of IBM and all Subsidiaries does not
exceed 50%.
“Purchasing Lender”: as defined in Section 11.8(a).
“Register”: as defined in Section 11.9(a).
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“Regulation T”: Regulation T of the Board as from time to time in effect and all official rulings and interpretations
thereunder or thereof.
“Regulation U”: Regulation U of the Board as from time to time in effect and all official rulings and interpretations
thereunder or thereof.
“Regulation X”: Regulation X of the Board as from time to time in effect and all official rulings and interpretations
thereunder or thereof.
“Required Lenders”: at any date, the holders of more than 50% of the aggregate Revolving Credit Commitments,
or, if the Revolving Credit Commitments have been terminated or for the purposes of determining whether to accelerate the
Loans pursuant to Section 8, of the aggregate unpaid principal amount of the Loans.
“Requirement of Law”: as to any Person, the Certificate of Incorporation and By-Laws or other organizational or
governing documents of such Person, and any law, treaty, rule or regulation or determination of an arbitrator or a court or
other Governmental Authority, in each case applicable to or binding upon such Person or any of its property or assets or to
which such Person or any of its property or assets is subject.
“Responsible Officer”: in the case of IBM, the Chief Executive Officer, the Chief Financial Officer, the Vice
President and Treasurer, the Vice President and Controller, any Assistant Controller and any Assistant Treasurer; and in the
case of IBMCLLC, the Chairman, the President, the Vice President, Finance, the Treasurer, any Assistant Treasurer and the
Controller.
“Restricted Securities”: any capital stock or Indebtedness of any Restricted Subsidiary.
“Restricted Subsidiary”: with respect to IBM or IBMCLLC, (a) any Subsidiary (i) which has substantially all its
property within the United States of America, (ii) which owns or is a lessee of any property that would be a Principal
Property but for clause (a) of the definition of such term contained in this Section 1.1, and (iii) in which the investment of
IBM and all other Subsidiaries exceeds 0.15% of Consolidated Net Tangible Assets as of the date of such determination;
provided, however, that the term “Restricted Subsidiary” shall not include (A) any Subsidiary (x) primarily engaged in the
business of purchasing, holding, collecting, servicing or otherwise dealing in and with installment sales contracts, leases, trust
receipts, mortgages, commercial paper or other financing instruments, and any collateral or agreements relating thereto,
including in the business, individually or through partnerships, of financing (whether through long- or short-term borrowings,
pledges, discounts or otherwise) the sales, leasing or other operations of IBM and its Subsidiaries or any of them, or
(y) engaged in the business of financing the assets and operations of third parties, and (z) in any case, not, except as
incidental to such financing business, engaged in owning, leasing or operating any property which but for this proviso would
qualify as Principal Property or (B) any Subsidiary acquired or organized after July 15, 1985, for the purpose of acquiring the
stock or business or assets of any Person other than IBM or any Restricted Subsidiary, whether by merger, consolidation,
acquisition of stock or assets or similar transaction analogous in purpose or effect, so long as such Subsidiary shall not have,
since such date, and does not hereafter acquire by merger, consolidation, acquisition of stock or assets or similar transaction
analogous in purpose or effect all or any substantial part of the business or assets of IBM or any Restricted Subsidiary;
(b) any other Subsidiary which is hereafter designated by the Board of Directors of IBM or IBMCLLC, as applicable, or a
duly authorized committee thereof, as a Restricted Subsidiary; and (c) IBMCLLC.
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“Revolving Credit Borrowing Share”: for any borrowing of Revolving Credit Loans, with respect to any Lender, an
amount equal to such Lender’s Adjusted Revolving Credit Commitment Percentage of the amount of such borrowing. As
used in this definition, “Adjusted Revolving Credit Commitment Percentage” means, as to any Lender, at any time of
determination, the percentage which such Lender’s Available Revolving Credit Commitment then constitutes of the
aggregate Available Revolving Credit Commitments of all Lenders at such time.
“Revolving Credit Commitment”: as to any Lender, the obligation of such Lender to make Revolving Credit Loans
to the Borrowers hereunder in an aggregate Dollar Amount at any one time outstanding not to exceed the amount set forth
opposite such Lender’s name on Schedule 1.1, as such amount may be changed from time to time in accordance with the
provisions of this Agreement.
“Revolving Credit Commitment Period”: the period from and including the Effective Date to but not including the
Termination Date or such earlier date on which the Revolving Credit Commitments shall terminate as provided herein.
“Revolving Credit Loans”: as defined in Section 2.1.
“S&P”: Standard & Poor’s Financial Services, LLC and its successors.
“Sale and Leaseback Transaction”: any arrangement with any Person providing for the leasing by IBM or any
Restricted Subsidiary, of any Principal Property (whether such Principal Property is now owned or hereafter acquired) that
has been or is to be sold or transferred by IBM or such Restricted Subsidiary to such Person, other than (a) temporary leases
for a term, including renewals at the option of the lessee, of not more than three years; (b) leases between IBM and a
Restricted Subsidiary or between Restricted Subsidiaries; and (c) leases of Principal Property executed by the time of, or
within 180 days after the latest of, the acquisition, the completion of construction or improvement (including any
improvements on property which will result in such property becoming Principal Property), or the commencement of
commercial operation of such Principal Property.
“Sanctioned Country”: at any time, a country, region or territory that is itself or whose government is the subject or
target of any Sanctions (currently, Crimea, Cuba, Iran, North Korea, Sudan and Syria).
“Sanctioned Person”: at any time, (a) any Person listed in any Sanctions-related list of designated Persons
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the U.S. Department of State,
or by the United Nations Security Council, the European Union, any European Union member state or her Majesty’s
Treasury of the United Kingdom, (b) any Person, organized or resident in a Sanctioned Country, or (c) any Person 50% or
more owned or controlled (to the knowledge of either Borrower) by any such Person or Persons.
“Sanctions”: economic or financial sanctions or trade embargoes imposed, administered or enforced from time to
time by (a) the U.S. government, including those administered by the Office of Foreign Assets Control of the U.S.
Department of the Treasury or the U.S. Department of State or (b) the United Nations Security Council, the European Union,
any European Union member state or Her Majesty’s Treasury of the United Kingdom.
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“SEC”: the Securities and Exchange Commission and any successor agency.
“Secured Debt”: (a) Debt of IBM or a Restricted Subsidiary, which is secured by any Lien other than a Permitted
Lien upon any Principal Property or Restricted Securities and (b) Indebtedness of IBM or a Restricted Subsidiary in respect
of any conditional sale or other title retention agreement covering Principal Property or Restricted Securities; but “Secured
Debt” shall not include any of the following:
(i)
Debt of IBM and the Restricted Subsidiaries outstanding on July 15, 1985, secured by then
existing Liens upon, or incurred in connection with conditional sales agreements or other title retention agreements
with respect to, Principal Property or Restricted Securities;
(ii)
Debt of IBM or a Restricted Subsidiary secured by (A) purchase money Liens upon Principal
Property or Restricted Securities acquired after July 15, 1985, or (B) Liens placed on Principal Property after
July 15, 1985, during construction or improvement thereof (including any improvements on property which resulted
or will result in such property becoming Principal Property) or placed thereon within 180 days after the later of
acquisition, completion of construction or improvement or the commencement of commercial operation of such
Principal Property or improvement, or placed on Restricted Securities acquired after July 15, 1985, or
(C) conditional sale agreements or other title retention agreements with respect to any Principal Property or
Restricted Securities acquired after July 15, 1985, if (in each case referred to in this subparagraph (ii)) (x) such Lien
or agreement secures all or any part of the Debt incurred for the purpose of financing all or any part of the purchase
price or cost of construction of such Principal Property or improvement or Restricted Securities and (y) such Lien or
agreement does not extend to any Principal Property or Restricted Securities other than the Principal Property or
Restricted Securities so acquired or the Principal Property, or portion thereof, on which the property so constructed,
or such improvement, is located; provided, however, that the amount by which the aggregate principal amount of
Debt secured by any such Lien or agreement exceeds the cost to IBM or such Restricted Subsidiary of the related
acquisition, construction or improvement shall be considered to be “Secured Debt”;
(iii)
Debt of IBM or a Restricted Subsidiary secured by Liens on Principal Property or Restricted
Securities, which Liens exist at the time of acquisition (by any manner whatsoever) of such Principal Property or
Restricted Securities by IBM or a Restricted Subsidiary;
(iv)
Debt of Restricted Subsidiaries owing to IBM or any other Restricted Subsidiary or Debt of IBM
owing to any Restricted Subsidiary;
(v)
in the case of any corporation which becomes (by any manner whatsoever), as the case may be, a
Restricted Subsidiary after the Effective Date, Debt secured by Liens upon, or conditional sale agreements or other
title retention agreements with respect to, its property which constitutes Principal Property or Restricted Securities,
which Liens shall have existed or exist, as the case may be, at the time such corporation shall have become or
becomes, as the case may be, a Restricted Subsidiary;
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(vi)
guarantees by IBM or IBMCLLC of Secured Debt and Attributable Debt of any Restricted
Subsidiaries and guarantees by a Restricted Subsidiary of Secured Debt and Attributable Debt of IBM and any other
Restricted Subsidiaries;
(vii)

Debt arising from any Sale and Leaseback Transaction;

(viii)
Debt secured by Liens on property of IBM or a Restricted Subsidiary in favor of the United
States of America, any state, Territory or possession thereof, or the District of Columbia, or any department, agency
or instrumentality or political subdivision of the United States of America or any state, Territory or possession
thereof, or the District of Columbia, or in favor of any other country or any political subdivision thereof, if such
Debt was incurred for the purpose of financing all or any part of the purchase price or the cost of construction of the
property subject to such Liens; provided, however, that the amount by which the aggregate principal amount of Debt
secured by any such Lien exceeds the cost to IBM or such Restricted Subsidiary of the related acquisition or
construction shall be considered to be “Secured Debt”; and
(ix)
the replacement, extension or renewal (or successive replacements, extensions or renewals) of
any Debt (in whole or in part) excluded from the definition of “Secured Debt” by subparagraphs (i) through
(viii) above; provided, however, that no Lien securing, or conditional sale or title retention agreement with respect
to, such Debt shall extend to or cover any Principal Property or any Restricted Securities, other than such property
which secured the Debt so replaced, extended or renewed (plus improvements on or to any such Principal Property);
provided, further, however, that to the extent that such replacement, extension or renewal increased or increases the
principal amount of Debt secured by such Lien or was or is in a principal amount in excess of the principal amount
of Debt excluded from the definition of “Secured Debt” by subparagraphs (i) through (viii) above, the amount of
such increase or excess shall be considered to be “Secured Debt”.
In no event shall the foregoing provisions be interpreted to mean or their operation to cause the same Debt to be included
more than once in the calculation of “Secured Debt” as that term is used herein.
“Securitization Transactions”: as defined in the definition of Indebtedness.
“Significant Subsidiary”: any Subsidiary of IBM or IBMCLLC that would be a “significant subsidiary” within the
meaning of Rule 1-02 of the SEC’s Regulation S-X.
“Subsidiary”: (a) any corporation of which IBM or IBMCLLC owns or controls more than 50% of the outstanding
Voting Stock or (b) any such corporation of which such percentage of shares of outstanding Voting Stock shall at the time be
owned or controlled by IBM, IBMCLLC or one or more Subsidiaries as defined in clause (a) or by one or more such
Subsidiaries. For the avoidance of doubt, IBMCLLC is a Subsidiary of IBM.
“Support Agreement”: the Support Agreement, dated and effective as of May 2, 2017 (the “Support Agreement”)
between IBM and IBMCLLC.
“TARGET”: the Trans-European Automated Real-time Gross settlement Express Transfer system.
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“taxes”: all present or future taxes, levies, imposts, duties, deductions, withholdings (including backup
withholding), assessments, fees or other charges imposed by any Governmental Authority, including interest, additions to tax
or penalties applicable thereto.
“Termination Date”: the date that is 364 days after the Effective Date as such date may be extended in accordance
with Section 2.9 (or if such date is not a Business Day, the Business Day immediately prior thereto).
“Transactions”: as defined in Section 4.2.
“Transferee”: as defined in Section 11.9.
“Treaty”: the Treaty establishing the European Economic Community, being the Treaty of Rome of March 25, 1957,
as amended by the Single European Act 1987, the Maastricht Treaty (which was signed at Maastricht on February 7, 1992
and came into force on November 1, 1993), the Amsterdam Treaty (which was signed at Amsterdam on October 2, 1997 and
came into force on May 1, 1999) and the Nice Treaty (which was signed on February 26, 2001), each as may be further
amended, supplemented or otherwise modified from time to time and as referred to in legislative measures of the European
Union for the introduction of, changeover to or operating of the Euro in one or more member states.
“Type”: as to any Revolving Credit Loan, its nature as an ABR Loan, EURIBOR Loan, or a Eurodollar Loan.
“Undisclosed Administration”: in relation to a Lender, the appointment of an administrator, provisional liquidator,
conservator, receiver, trustee, custodian or other similar official by a supervisory authority or regulator under or based on the
law in the country where such Lender is subject to home jurisdiction supervision if applicable law requires that such
appointment is not to be publicly disclosed.
“Voting Stock”: with respect to any Person, outstanding capital stock of such Person ordinarily (and apart from
rights exercisable upon the occurrence of any contingency) having the power to vote in the election of directors of such
Person.
“Write-Down and Conversion Powers”: with respect to any EEA Resolution Authority, the write-down and
conversion powers of such EEA Resolution Authority from time to time under the Bail-In Legislation for the applicable EEA
Member Country, which write-down and conversion powers are described in the EU Bail-In Legislation Schedule.
1.2
Other Definitional Provisions. (a) Unless otherwise specified therein, all terms defined in this Agreement
shall have the defined meanings when used in any instrument, certificate or other document made or delivered pursuant hereto.
(b)
As used herein and in any instrument, certificate or other document made or delivered pursuant hereto,
accounting terms relating to IBM and its Subsidiaries not defined in Section 1.1 and accounting terms partly defined in Section 1.1, to
the extent not defined, shall have the respective meanings given to them under GAAP, provided that, (i) if IBM notifies the
Administrative Agent that IBM requests an amendment of any provision hereof to eliminate the effect of any change occurring after
the date hereof in GAAP or in the application thereof (or if the Administrative Agent notifies IBM that the Required Lenders request
an amendment of any provision hereof for such purpose), regardless of whether such notice is given before or after such change in
GAAP or in the application thereof, then such
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provision shall be applied on the basis of GAAP as in effect and applied immediately before such change shall have become effective
until such notice shall have been withdrawn or such provision amended in accordance herewith, and (ii) notwithstanding any other
provision contained herein, all terms of an accounting or financial nature used herein shall be construed, and all computations of
amounts and ratios referred to herein shall be made, without giving effect to any change in accounting for leases pursuant to GAAP
resulting from the implementation of Financial Accounting Standards Board ASU No. 2016-02, Leases (Topic 842), to the extent such
adoption would require treating any lease (or similar arrangement conveying the right to use) as a Capital Lease where such lease (or
similar arrangement) would not have been required to be so treated under GAAP as in effect on December 31, 2015.
(c)
The words “hereof”, “herein” and “hereunder” and words of similar import when used in this Agreement
shall refer to this Agreement as a whole and not to any particular provision of this Agreement, and Section, Schedule and
Exhibit references are to this Agreement unless otherwise specified.
(d)
forms of such terms.

The meanings given to terms defined herein shall be equally applicable to both the singular and plural

(e)
Notwithstanding anything to the contrary herein, in no event shall any Lender be required to fund a Loan
or participation hereunder to the extent such funding would cause the aggregate outstanding Dollar Amount of Revolving Credit
Loans to exceed such Lender’s Revolving Credit Commitment.
SECTION 2.

AMOUNT AND TERMS OF REVOLVING CREDIT FACILITIES

2.1
Revolving Credit Commitments. (a) Subject to the terms and conditions hereof, each Lender severally
agrees to make revolving credit loans in Dollars and Euros (“Revolving Credit Loans”) to any Borrower from time to time during the
Revolving Credit Commitment Period. During the Revolving Credit Commitment Period each Borrower may use the Revolving
Credit Commitments by borrowing, prepaying the Revolving Credit Loans in whole or in part, and reborrowing, all in accordance with
the terms and conditions hereof. Notwithstanding anything to the contrary contained in this Agreement, in no event may Revolving
Credit Loans be borrowed under this Section 2 if, after giving effect thereto, (i) the aggregate Dollar Amount of the Revolving Credit
Loans then outstanding would exceed the aggregate Revolving Credit Commitments then in effect, or (ii) the aggregate Dollar
Amount of Revolving Credit Loans made by any Lender then outstanding would exceed such Lender’s Revolving Credit Commitment
(in each case, with respect to any Revolving Credit Loans denominated in Euros, based on the Dollar Amount thereof).
(b)
The Revolving Credit Loans (x) denominated in Dollars may from time to time be (i) Eurodollar Loans,
(ii) ABR Loans or (iii) a combination thereof, as determined by the relevant Borrower and notified to the Administrative Agent in
accordance with Sections 2.2 and 2.3 and (y) denominated in Euros shall be EURIBOR Loans; provided that no Revolving Credit
Loan shall be made as a Eurodollar Loan or EURIBOR Loan after the day that is one month prior to the Termination Date.
2.2
Procedure for Revolving Credit Borrowing. Each Borrower may borrow under the Revolving Credit
Commitments during the Revolving Credit Commitment Period on any Business Day; provided that such Borrower shall give the
Administrative Agent irrevocable notice (which notice must be received by the Administrative Agent prior to (a) 11:00 A.M., New
York City time, three Business Days prior to the requested Borrowing Date, if all or any part of the requested Revolving Credit
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Loans are to be initially Eurodollar Loans, (b) 11:00 A.M., New York City time, on the requested Borrowing Date if the requested
Revolving Credit Loans are to be initially ABR Loans or (c) 11:00 A.M. London time, three Business Days prior to the requested
Borrowing Date, if all or any part of the requested Revolving Credit Loans are to be initially EURIBOR Loans), specifying (i) the
amount to be borrowed, (ii) the requested Borrowing Date, (iii) whether the borrowing is to be of Eurodollar Loans, EURIBOR Loans,
ABR Loans or a combination thereof and (iv) if the borrowing is to be entirely or partly of Eurodollar Loans or EURIBOR Loans, the
respective amounts of each such Loan and the respective lengths of the initial Interest Periods therefor. Each borrowing under the
Revolving Credit Commitments shall be in a minimum aggregate principal amount of the lesser of (i) $50,000,000 or a whole multiple
of $5,000,000 in excess thereof (or €50,000,000 or a whole multiple of €5,000,000 in excess thereof in the case of EURIBOR Loans)
and (ii) the aggregate amount of the then Available Revolving Credit Commitments. Upon receipt of any such notice from any
Borrower, the Administrative Agent shall promptly notify each Lender of the aggregate amount of such borrowing and of the amount
of such Lender’s Revolving Credit Borrowing Share (if any) thereof. Each Lender will make the amount of its Revolving Credit
Borrowing Share of each such borrowing available to the Administrative Agent for the account of the relevant Borrower at the office
of the Administrative Agent specified in Section 11.2 prior to 2:00 P.M., New York City time, on the Borrowing Date requested by
such Borrower in funds immediately available to the Administrative Agent. Such borrowing will then be made available to the
relevant Borrower by the Administrative Agent crediting the account of such Borrower on the books of such office with the aggregate
of the amounts made available to the Administrative Agent by the Lenders and in like funds as received by the Administrative Agent.
2.3
Conversion and Continuation Options for Revolving Credit Loans. (a) Each Borrower may elect from
time to time to convert Eurodollar Loans to ABR Loans, by giving the Administrative Agent at least one Business Day’s prior
irrevocable notice of such election; provided that if any such conversion of Eurodollar Loans is made other than on the last day of an
Interest Period with respect thereto, such Borrower shall pay any amounts due to the Lenders pursuant to Section 2.19 as a result of
such conversion. Each Borrower may elect from time to time to convert ABR Loans to Eurodollar Loans by giving the Administrative
Agent at least three Business Days’ prior irrevocable notice of such election. Any such notice of conversion to Eurodollar Loans shall
specify the length of the initial Interest Period or Interest Periods therefor. Upon receipt of any such notice the Administrative Agent
shall promptly notify each Lender thereof. All or any part of outstanding Eurodollar Loans or ABR Loans may be converted as
provided herein; provided that (i) no Loan may be converted into a Eurodollar Loan when any Default or Event of Default has
occurred and is continuing and the Administrative Agent or the Required Lenders have determined in its or their sole discretion that
such a conversion is not appropriate, (ii) any such conversion may only be made if, after giving effect thereto, Section 2.4 shall not
have been contravened and (iii) no Loan may be converted into a Eurodollar Loan after the date that is one month prior to the
Termination Date.
(b)
Any Eurodollar Loans or EURIBOR Loans may be continued as such upon the expiration of the then
current Interest Period with respect thereto by the relevant Borrower giving at least three Business Days’ prior irrevocable notice to
the Administrative Agent, in accordance with the applicable provisions of the term “Interest Period” set forth in Section 1.1, of the
length of the next Interest Period to be applicable to such Loans; provided that, except as set forth in clause (y) of the further proviso
below in this paragraph, no Eurodollar Loan or EURIBOR Loan may be continued as such (i) when any Default or Event of Default
has occurred and is continuing and the Administrative Agent or the Required Lenders have determined in its or their sole discretion
that such a continuation is not appropriate, (ii) if, after giving effect thereto, Section 2.4 would be contravened or (iii) after the date
that is one month prior to the Termination Date and provided, further, that if such Borrower shall fail to give any required notice as
described above in this Section 2.3 or if such continuation is not permitted pursuant to the preceding proviso such (x) Eurodollar
Loans shall automatically be converted to ABR Loans on the
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last day of such then expiring Interest Period and (y) EURIBOR Loans shall be continued as EURIBOR Loans with an Interest Period
of one month.
2.4
Minimum Amounts and Maximum Number of Eurodollar and EURIBOR Tranches. All borrowings,
optional prepayments, conversions and continuations of Eurodollar Loans and EURIBOR Loans hereunder and all selections of
Interest Periods hereunder shall be in such amounts and be made pursuant to such elections so that, after giving effect thereto, (a) the
aggregate principal amount of the Eurodollar Loans or EURIBOR Loans comprising each Eurodollar Tranche or EURIBOR Tranche,
respectively, shall be equal to $50,000,000 or a whole multiple of $5,000,000 in excess thereof (or €50,000,000 or a whole multiple of
€5,000,000 in excess thereof in the case of EURIBOR Loans) and (b) there shall be no more than 20 Eurodollar Tranches or 20
EURIBOR Tranches outstanding at any one time.
2.5

[Reserved].

2.6
Optional Prepayments of Revolving Credit Loans Each Borrower may at any time and from time to time
prepay the Revolving Credit Loans (subject, in the case of Eurodollar Loans and EURIBOR Loans to compliance with the terms of
Sections 2.4 and 2.19), in whole or in part, without premium or penalty, upon at least one Business Day’s irrevocable notice to the
Administrative Agent, specifying the date and amount of prepayment and whether the prepayment is of Eurodollar Loans (including
the Eurodollar Tranche(s) to which such prepayment is to be applied), EURIBOR Loans (including the EURIBOR Tranche(s) to
which such prepayment is to be applied), ABR Loans or a combination thereof, and, if of a combination thereof, the amount allocable
to each. Upon receipt of any such notice the Administrative Agent shall promptly notify each relevant Lender thereof. If any such
notice is given, the amount specified in such notice shall be due and payable on the date specified therein, together with (except in the
case of ABR Loans) accrued interest to such date on the amount prepaid. Partial prepayments of Revolving Credit Loans shall be in
an aggregate principal amount of $50,000,000 or a whole multiple of $5,000,000 in excess thereof (or €50,000,000 or a whole
multiple of €5,000,000 in excess thereof in the case of EURIBOR Loans), or, if less, the remaining outstanding principal amount
thereof.
2.7

[Reserved].

2.8

[Reserved].

2.9
Repayment of Revolving Credit Loans; Evidence of Debt; Term-Out Option. (a) Each Borrower hereby
unconditionally promises to pay to the Administrative Agent for the account of the relevant Lenders on the Termination Date (or such
earlier date as the Revolving Credit Loans become due and payable pursuant to Section 2.6 or Section 8), the unpaid principal amount
of each Revolving Credit Loan made to it by each such Lender; provided that, IBM may elect, by giving written notice to the
Administrative Agent on or prior to the Termination Date, that the aggregate principal amount of Revolving Credit Loans outstanding
on the Termination Date shall be payable on the date which is the first anniversary of the Termination Date, subject to satisfaction of
the conditions set forth in Section 5.2(b) and (c) on the Termination Date (and for the avoidance of doubt, such loans shall be “term
loans”, and to extent repaid, may not be reborrowed). Each Borrower hereby further agrees to pay interest in immediately available
funds at the office of the Administrative Agent on the unpaid principal amount of the Revolving Credit Loans from time to time from
the date hereof until payment in full thereof at the rates per annum, and on the dates, set forth in Section 2.10.
(b)
Each Lender shall maintain in accordance with its usual practice an account or accounts evidencing the
indebtedness of each Borrower to the appropriate lending office of such Lender
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resulting from each Revolving Credit Loan made by such lending office of such Lender from time to time, including the amounts of
principal and interest payable and paid to such lending office of such Lender from time to time under this Agreement.
(c)
The Administrative Agent shall maintain the Register pursuant to Section 11.9(a), and a subaccount for
each Lender, in which Register and subaccounts (taken together) shall be recorded (i) the amount of each Revolving Credit Loan made
hereunder, the Type of each Revolving Credit Loan made and the Interest Period or maturity date (if any) applicable thereto, (ii) the
amount of any principal or interest due and payable or to become due and payable from each Borrower to each Lender hereunder and
(iii) the amount of any sum received by the Administrative Agent hereunder from each Borrower and each Lender’s share thereof.
(d)
The entries made in the Register and accounts maintained pursuant to paragraphs (b) and (c) of this
Section 2.9 shall, to the extent permitted by applicable law, be prima facie evidence of the existence and amounts of the obligations of
each Borrower therein recorded; provided, however, that the failure of any Lender or the Administrative Agent to maintain such
account, such Register or such subaccount, as applicable, or any error therein, shall not in any manner affect the obligation of any
Borrower to repay (with applicable interest) the Revolving Credit Loans made to such Borrower by such Lender in accordance with
the terms of this Agreement.
2.10
Interest Rates and Payment Dates. (a) Each Eurodollar Loan shall bear interest for each day during each
Interest Period with respect thereto at a rate per annum equal to the Eurodollar Rate determined for such Interest Period plus the
Applicable Margin. Interest in respect of Eurodollar Loans shall accrue from and including the first day of an Interest Period to but
excluding the last day of such Interest Period.
(b)

Each ABR Loan shall bear interest at a rate per annum equal to the ABR plus the Applicable Margin.

(c)
Each EURIBOR Loan shall bear interest for each day during each Interest Period with respect thereto at a
rate per annum equal to the EURIBOR Rate determined for such Interest Period plus the Applicable Margin. Interest in respect of
EURIBOR Loans shall accrue from and including the first day of an Interest Period to but excluding the last day of such Interest
Period.
(d)
If all or a portion of (i) the principal amount of any Loan, (ii) any interest payable thereon or (iii) any
commitment fee or other amount payable hereunder shall not be paid when due (whether at the stated maturity, by acceleration or
otherwise), such overdue amount shall bear interest at a rate per annum which is (x) in the case of overdue principal, the rate that
would otherwise be applicable thereto pursuant to the foregoing provisions of this Section 2.10 plus 2% or (y) in the case of any
overdue interest, commitment fee or other amount, the rate described in Section 2.10(b) plus 2%, in each case from the date of such
non-payment to (but excluding) the date on which such amount is paid in full (as well after as before judgment).
(e)
Interest shall be payable in arrears on each Interest Payment Date, provided that interest accruing pursuant
to Section 2.10(d) shall be payable from time to time on demand.
2.11
Fees. (a) IBM shall pay or cause IBMCLLC to pay to the Administrative Agent, for the account of each
Lender, a commitment fee for each day during the Revolving Credit Commitment Period. Such fee shall be payable quarterly in
arrears on the last day of each March, June, September and December and on the Termination Date and shall be computed for each
day during such period at a rate
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per annum equal to the Commitment Fee Rate in effect on such day on the aggregate amount of the Available Revolving Credit
Commitments in effect on such day.
(b)
IBM shall pay or cause IBMCLLC to pay to the Administrative Agent, for its own account, the fees in the
amounts and on the dates previously agreed to in writing by IBM and IBMCLLC.
(c)
IBM shall pay or cause IBMCLLC to pay to the Administrative Agent, for the account of each Lender, a
term-out fee in an amount equal to 0.50% of the aggregate principal amount of Revolving Credit Loans of such Lender to remain
outstanding on and after of the Termination Date to the extent IBM elects to extend the Termination Date pursuant to Section 2.9(a),
payable on the Termination Date (as in effect prior to such extension).
2.12
Computation of Interest and Fees. (a) Commitment fees and interest (other than interest calculated on the
basis of the Prime Rate) shall be calculated on the basis of a 360-day year for the actual days elapsed. Interest calculated on the basis
of the Prime Rate shall be calculated on the basis of a 365- (or 366-, as the case may be) day year for the actual days elapsed. The
Administrative Agent shall as soon as practicable notify the relevant Borrower and the Lenders of each determination of a Eurodollar
Rate or EURIBOR Rate, as applicable. Any change in the interest rate on a Revolving Credit Loan resulting from a change in the
ABR shall become effective as of the opening of business on the day on which such change becomes effective. The Administrative
Agent shall as soon as practicable notify the relevant Borrower and the Lenders of the effective date and the amount of each such
change in interest rate.
(b)
Each determination of an interest rate by the Administrative Agent pursuant to any provision of this
Agreement shall be conclusive and binding on the Borrowers and the Lenders in the absence of manifest error.
2.13
Termination or Reduction of Revolving Credit Commitments. IBM and IBMCLLC shall have the right,
upon not less than three Business Days’ irrevocable notice to the Administrative Agent, to terminate the Revolving Credit
Commitments or, from time to time, to reduce the amount of the Revolving Credit Commitments; provided that no such termination or
reduction of Revolving Credit Commitments shall be permitted if, after giving effect thereto and to any repayments of the Loans made
on the effective date thereof, (a) the aggregate Dollar Amount of the Revolving Credit Loans then outstanding would exceed the
aggregate Revolving Credit Commitments then in effect or (b) the aggregate Dollar Amount of Revolving Credit Loans made by any
Lender then outstanding would exceed such Lender’s Revolving Credit Commitment. Any such reduction shall be in an amount equal
to $50,000,000 or a whole multiple of $5,000,000 in excess thereof and shall reduce permanently the Revolving Credit Commitments
then in effect.
2.14

Inability to Determine Interest Rate. If prior to the first day of any Interest Period:

(a) the Administrative Agent shall have determined (which determination shall be conclusive and binding
upon the Borrowers) that, by reason of circumstances affecting the relevant market, adequate and reasonable means
do not exist for ascertaining the Eurodollar Rate or EURIBOR Rate, as applicable, for such Interest Period, or
(b) the Administrative Agent shall have received notice from the Required Lenders that the Eurodollar
Rate or EURIBOR Rate, as applicable, determined or to be determined for such Interest Period will not adequately
and fairly reflect the cost to such
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Lenders (as conclusively certified by such Lenders) of making or maintaining their affected Loans during such
Interest Period,
the Administrative Agent shall give telecopy or telephonic notice thereof to the Borrowers and the Lenders as soon as practicable
thereafter. If such notice is given (x) any Eurodollar Loans requested to be made on the first day of such Interest Period shall be made
as ABR Loans (y) any EURIBOR Loans requested to be made on the first day of such Interest Period shall not be made and (z) any
Revolving Credit Loans that, on the first day of such Interest Period, were to have been converted to or continued as Eurodollar Loans
shall be continued as or converted to ABR Loans. Until such notice has been withdrawn by the Administrative Agent, no further
Eurodollar Loans or EURIBOR Loans, as applicable, shall be made or continued as such, nor shall any Borrower have the right to
convert ABR Loans to Eurodollar Loans or EURIBOR Loans.
2.15
Pro Rata Treatment and Payments. (a) Each reduction of the Revolving Credit Commitments of the
Lenders shall be made pro rata according to the Lenders’ respective Commitment Percentages. Each payment (including each
prepayment) by a Borrower on account of principal of and interest on Revolving Credit Loans which are ABR Loans shall be made
pro rata according to the respective outstanding principal amounts of such ABR Loans then held by the Lenders. Each payment
(including each prepayment) by a Borrower on account of principal of and interest on Eurodollar Loans or EURIBOR Loans
designated by a Borrower to be applied to a particular Eurodollar Tranche or EURIBOR Tranche, respectively, shall be made pro rata
according to the respective outstanding principal amounts of such Eurodollar Loans or EURIBOR Loans of such Tranche then held by
the Lenders. All payments (including prepayments) to be made by a Borrower hereunder, whether on account of principal, interest,
fees or otherwise, shall be made without setoff or counterclaim and shall be made prior to (i) 12:00 Noon, New York City time, in
respect of payments of principal or interest relating to Revolving Credit Loans made in the New York Funding Office and (ii) 12:00
Noon, London time, in respect of Revolving Credit Loans made in the Euro Funding Office, in each case, on the due date thereof to
the Administrative Agent, for the account of the Lenders, and (x) in the case of any payment of principal received, in the currency in
which such Revolving Credit Loan is denominated, (y) in case of payment of interest, in the same currency as the underlying
Revolving Credit Loan from which such interest has accrued, and (z) in the case of payment of fees or otherwise, in Dollars. The
Administrative Agent shall distribute such payments to the Lenders promptly upon receipt in like funds as received. If any payment
hereunder (other than payments on Eurodollar Loans or EURIBOR Loans) becomes due and payable on a day other than a Business
Day, such payment shall be extended to the next succeeding Business Day, and, with respect to payments of principal, interest thereon
shall be payable at the then applicable rate during such extension. If any payment on a Eurodollar Loan or EURIBOR Loan becomes
due and payable on a day other than a Business Day, the maturity thereof shall be extended to the next succeeding Business Day (and,
with respect to payments of principal, interest thereon shall be payable at the then applicable rate during such extension) unless the
result of such extension would be to extend such payment into another calendar month, in which event such payment shall be made on
the immediately preceding Business Day.
(b)
Unless the Administrative Agent shall have been notified in writing by any Lender prior to a borrowing
that such Lender will not make the amount that would constitute its share of such borrowing available to the Administrative Agent, the
Administrative Agent may assume that such Lender is making such amount available to the Administrative Agent, and the
Administrative Agent may, in reliance upon such assumption, make available to the relevant Borrower a corresponding amount. If
such amount is not made available to the Administrative Agent by the required time on the Borrowing Date therefor, such Lender shall
pay to the Administrative Agent, on demand, such amount with interest thereon at a rate (i) in the case of amounts denominated in
Dollars, equal to the daily average Federal Funds Effective Rate for the period until such Lender makes such amount immediately
available to the
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Administrative Agent and (ii) in the case of amounts denominated in Euros, determined by the Administrative Agent to be the cost to
it of funding such amount until such Lender makes such amount immediately available to the Administrative Agent. A certificate of
the Administrative Agent submitted to any Lender with respect to any amounts owing under this Section 2.15(b) shall be conclusive in
the absence of manifest error. If such Lender’s share of such borrowing is not made available to the Administrative Agent by such
Lender within three Business Days of such Borrowing Date, the Administrative Agent shall also be entitled to recover such amount
with interest thereon at the rate per annum applicable to ABR Loans hereunder, on demand, from the relevant Borrower.
(c)
If any Lender shall fail to make any payment required to be made by it pursuant to Section 2.15(b), 2.18
(c) or 9.7, then the Administrative Agent may, in its discretion and notwithstanding any contrary provision hereof, (i) apply any
amounts thereafter received by the Administrative Agent for the account of such Lender for the benefit of the Administrative Agent to
satisfy such Lender’s obligations under such Sections until all such unsatisfied obligations are fully paid, and/or (ii) hold any such
amounts in a segregated account as cash collateral for, and application to, any future funding obligations of such Lender under any
such Section, in the case of each of clauses (i) and (ii) above, in any order as determined by the Administrative Agent in its discretion.
2.16
Illegality. Notwithstanding any other provision herein, if the adoption of or any change in any
Requirement of Law or in the interpretation or application thereof shall make it unlawful for any Lender to make or maintain
Eurodollar Loans or EURIBOR Loans as contemplated by this Agreement, (a) the commitment of such Lender hereunder to make
Eurodollar Loans, continue Eurodollar Loans as such and convert ABR Loans to Eurodollar Loans shall forthwith be cancelled,
(b) such Lender’s Revolving Credit Loans then outstanding as Eurodollar Loans, if any, shall be converted automatically to ABR
Loans on the respective last days of the then current Interest Periods with respect to such Loans or within such earlier period as
required by law, and (c) with respect to any outstanding EURIBOR Loans, the applicable Borrower shall either (x) repay such
EURIBOR Loans (with accrued interest thereon) or (y) elect to convert such EURIBOR Loans into ABR Loans denominated in
Dollars based on the current Exchange Rate.
2.17
Requirements of Law. (a) If the adoption of or any change in any Requirement of Law applicable to any
Lender or in the interpretation or application thereof or compliance by any Lender with any request or directive (whether or not having
the force of law) from any central bank or other Governmental Authority made subsequent to the Effective Date:
(i)
shall subject any Lender or the Administrative Agent to any taxes (other than (A) Non-Excluded Taxes
and (B) taxes described in Section 2.18(a)(i) through (iv)) on its Loans, Commitments, or other obligations, or its deposits,
reserves, other liabilities or capital attributable thereto;
(ii)
shall impose, modify or hold applicable any reserve, special deposit, compulsory loan or similar
requirement against assets held by, deposits or other liabilities in or for the account of, advances, loans or other extensions of
credit by, or any other acquisition of funds by, any office of such Lender which is not otherwise included pursuant to
Section 2.17(c) in the determination of the Eurodollar Rate or EURIBOR Rate, as the case may be; or
(iii)

shall impose on such Lender any other condition;

and the result of any of the foregoing is to increase the cost to such Lender or the Administrative Agent, by an amount which such
Lender or the Administrative Agent deems to be material, of making, converting into, continuing or maintaining Eurodollar Loans or
EURIBOR Loans, (or any Loan in the
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case of (i)), or to reduce any amount receivable hereunder in respect thereof, then, in any such case, the relevant Borrower shall
promptly pay such Lender or the Administrative Agent, upon its demand, any additional amounts necessary to compensate such
Lender or the Administrative Agent for such increased cost or reduced amount receivable. If any Lender or the Administrative Agent
becomes entitled to claim any additional amounts pursuant to this Section 2.17(a), it shall promptly notify the relevant Borrower,
through the Administrative Agent, of the event by reason of which it has become so entitled.
(b)
If any Lender shall have determined that any change in any Requirement of Law regarding capital
adequacy or liquidity or in the interpretation or application thereof or compliance by such Lender or any corporation controlling such
Lender with any request or directive regarding capital or liquidity adequacy (whether or not having the force of law) from any
Governmental Authority, in each case made subsequent to the Effective Date, does or shall have the effect of reducing the rate of
return on such Lender’s or such corporation’s capital as a consequence of its obligations hereunder to a level below that which such
Lender or such corporation could have achieved but for such application or compliance (taking into consideration such Lender’s or
such corporation’s policies with respect to capital or liquidity adequacy) by an amount deemed by such Lender to be material, then
from time to time, after submission by such Lender to the relevant Borrower (with a copy to the Administrative Agent) of a written
request therefor, such Borrower shall pay to such Lender such additional amount or amounts as will compensate such Lender for such
reduction.
(c)
Notwithstanding anything herein to the contrary, (i) all requests, rules, guidelines, requirements and
directives promulgated by the Bank for International Settlements, the Basel Committee on Banking Supervision (or any successor or
similar authority) or by United States or foreign regulatory authorities, in each case pursuant to Basel III, and (ii) the Dodd-Frank Wall
Street Reform and Consumer Protection Act and all requests, rules, guidelines, requirements and directives thereunder or issued in
connection therewith or in implementation thereof, shall in each case be deemed to be a change in Requirements of Law, regardless of
the date enacted, adopted, issued or implemented.
(d)
Each Borrower agrees to pay to each Lender which requests compensation under this Section 2.17(d) (by
notice to such Borrower), on the last day of each Interest Period with respect to any Eurodollar Loan or EURIBOR Loan made by such
Lender, so long as such Lender shall be required to maintain reserves against “Eurocurrency liabilities” under Regulation D of the
Board (or, so long as such Lender may be required by the Board or by any other United States Governmental Authority (or any other
Governmental Authority with jurisdiction over such Lender) to maintain reserves against any other category of liabilities which
includes deposits by reference to which the interest rate on Eurodollar Loans or EURIBOR Loans is determined as provided in this
Agreement or against any category of extensions of credit or other assets of such Lender which includes any Eurodollar Loans or
EURIBOR Loans), an additional amount (determined by such Lender and notified to the relevant Borrower) representing such
Lender’s calculation or, if an accurate calculation is impracticable, reasonable estimate (using such reasonable means of allocation as
such Lender shall determine) of the actual costs, if any, incurred by such Lender during such Interest Period, as a result of the
applicability of the foregoing reserves to such Eurodollar Loans or EURIBOR Loans, which amount in any event shall not exceed the
product of the following for each day of such Interest Period:
(i)
the principal amount of the Eurodollar Loans or EURIBOR Loans made by such Lender to which
such Interest Period relates and outstanding on such day; and
(ii)
the difference between (x) a fraction the numerator of which is the Eurodollar Rate (expressed as
a decimal) applicable to such Eurodollar Loan or EURIBOR Loan, as applicable, and the denominator of which is
one minus the maximum rate (expressed as a decimal) at which such reserve requirements are imposed by the
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Board or other United States Governmental Authority (or any other Governmental Authority with jurisdiction over
such Lender) on such date minus (y) such numerator; and
(iii)

a fraction the numerator of which is one and the denominator of which is 360.

Any Lender which gives notice under this Section 2.17(d) shall promptly withdraw such notice (by written notice of withdrawal given
to the Administrative Agent and the relevant Borrowers) in the event such Lender is no longer required to maintain such reserves or
the circumstances giving rise to such notice shall otherwise cease to exist.
(e)
A certificate as to any additional amounts payable pursuant to this Section 2.17 submitted by any Lender,
through the Administrative Agent, to the relevant Borrower shall specify in reasonable detail the basis for the request for
compensation of such additional amounts and the method of computation thereof and shall be conclusive in the absence of manifest
error. Subject to the provisions of the next succeeding sentence, the relevant Borrower shall (except as otherwise provided in
Section 2.17(d)) pay each Lender the amount shown as due on any such certificate delivered by it within 30 days after receipt thereof.
Notwithstanding any other provision of this Section 2.17, (i) each Lender shall be entitled to compensation under this Section 2.17 for
only such costs as are incurred or reductions as are suffered as to which a certificate has been delivered in accordance with the terms
of this paragraph (d) within 90 days after such Lender obtained actual knowledge of such costs or reductions and (ii) a Borrower shall
not be required to compensate a Lender pursuant to this Section 2.17 for any increased costs or reductions incurred more than 90 days
prior to the date that such Lender notifies such Borrower of the change giving rise to such increased costs or reductions and of such
Lender’s intention to claim compensation therefor; provided that, if the change giving rise to such increased costs or reductions is
retroactive, then the 90-day period referred to in this clause (ii) shall be extended to include the period of retroactive effect thereof.
Each Lender agrees to use its best efforts to notify the relevant Borrower as promptly as practicable after obtaining knowledge of any
such costs or reductions. The obligations of the Borrowers pursuant to this Section 2.17 shall survive the termination of this
Agreement and the payment of the Revolving Credit Loans and all other amounts payable hereunder. Notwithstanding any other
provision of this Section 2.17, no Lender shall demand compensation for any increased cost or reduction or other amount referred to
above if such demand would be arbitrary or exceptional in light of similar circumstances under comparable provisions of other credit
agreements.
2.18
Taxes. (a) Unless otherwise required by applicable law, all payments made by or on account of the
Borrowers under this Agreement shall be made free and clear of, and without deduction or withholding for or on account of, any
present or future income, stamp or other taxes, excluding (i) net income taxes and franchise taxes (imposed in lieu of net income
taxes) and branch profits taxes imposed on the Administrative Agent, any Lender or any Transferee (x) as a result of such
Administrative Agent, Lender or Transferee being organized under the laws of, or having its principal office or, in the case of any
Lender, its applicable lending office located in, the jurisdiction imposing such tax (or any political subdivision thereof) or (y) that are
Other Connection Taxes, (ii) U.S. Federal withholding taxes imposed on amounts payable to or for the account of a Lender with
respect to an applicable interest in a Loan pursuant to a law in effect on the date on which (x) such Lender acquires such interest in the
Loan (other than pursuant to an assignment request by a Borrower under Section 11.11) or (y) such Lender changes its lending office,
except in each case to the extent that, pursuant to this Section 2.18, amounts with respect to such taxes were payable either to such
Lender’s assignor immediately before such Lender acquired the applicable interest in a Loan or to such Lender immediately before it
changed its lending office, (iii) any taxes attributable to a Lender’s failure to comply with the requirements of Section 2.18(d), and
(iv) any U.S. Federal withholding taxes imposed under FATCA. If
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any such non-excluded taxes, levies, imposts, duties, charges, fees deductions or withholdings imposed on or with respect to any
payment made by or on account of any obligation of any Borrower under this Agreement (“Non-Excluded Taxes”) are required to be
withheld from any amounts payable to the Administrative Agent or any Lender (or Transferee) hereunder, the amounts so payable by
the applicable Borrower shall be increased to the extent necessary to yield to the Administrative Agent or such Lender (or Transferee)
(after payment of all Non-Excluded Taxes) interest or any such other amounts payable hereunder at the rates or in the amounts
specified in this Agreement. Whenever any Non-Excluded Taxes are payable by any Borrower, as promptly as possible thereafter
such Borrower shall send to the Administrative Agent for its own account or for the account of such Lender (or Transferee), as the
case may be, a certified copy of an original official receipt received by such Borrower showing payment thereof. If any Borrower fails
to pay any Non-Excluded Taxes when due to the appropriate taxing authority or fails to remit to the Administrative Agent the required
receipts or other required documentary evidence, such Borrower shall indemnify the Administrative Agent and the Lenders (or
Transferees) for any incremental taxes, interest or penalties that may become payable by the Administrative Agent or any Lender (or
Transferee) as a result of any such failure. The obligations contained in this Section 2.18 shall survive the termination of this
Agreement and the payment of all other amounts payable hereunder.
(b)
The Borrowers shall timely pay to the relevant Governmental Authority in accordance with applicable law,
or at the option of the Administrative Agent timely reimburse it for, Other Taxes. The Borrowers shall jointly and severally indemnify
the Administrative Agent and each Lender, within 10 days after demand therefor, for the full amount of any Non-Excluded Taxes
(including Non-Excluded Taxes imposed or asserted on or attributable to amounts payable under this Section) payable or paid by the
Administrative Agent or such Lender or required to be withheld or deducted from a payment to the Administrative Agent or such
Lender and any reasonable expenses arising therefrom or with respect thereto, whether or not such Non-Excluded Taxes were
correctly or legally imposed or asserted by the relevant Governmental Authority. A certificate as to the amount of such payment or
liability delivered to any Borrower by a Lender (with a copy to the Administrative Agent), or by the Administrative Agent on its own
behalf or on behalf of a Lender, shall be conclusive absent manifest error.
(c)
Each Lender shall severally, within 10 days after demand therefor, indemnify (i) the Administrative Agent
for (A) any taxes attributable to such Lender (but only to the extent that any Borrower has not already indemnified the Administrative
Agent for such Non-Excluded Taxes and without limiting the obligation of the Borrowers to do so) and (B) any taxes attributable to
such Lender’s failure to comply with the provisions of Section 11.6 relating to the maintenance of a Participant Register and (ii) any
Borrower for any taxes described in Section 2.18(a)(i) through (iv) and attributable to such Lender, in each case, that are payable or
paid by the Administrative Agent or any Borrower (as applicable) in connection with this Agreement, and any reasonable expenses
arising therefrom or with respect thereto, whether or not such taxes were correctly or legally imposed or asserted by the relevant
Governmental Authority. A certificate as to the amount of such payment or liability delivered to any Lender by the Administrative
Agent shall be conclusive absent manifest error. Each Lender hereby authorizes the Administrative Agent to set off and apply any and
all amounts at any time owing to such Lender under this Agreement or otherwise payable by the Administrative Agent to the Lender
from any other source against any amount due to the Administrative Agent under this paragraph (c).
(d)
To the extent permitted by law, each Lender (or Transferee) that is not a “United States person” within the
meaning of Section 7701(a)(30) of the Code (such Lender (or Transferee), a “Non-U.S. Lender”) shall:
(i)
on the date it becomes a Lender or Transferee, deliver to each Borrower and the Administrative
Agent two properly completed and duly executed originals of
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either (w) in the case of Non-U.S. Lender claiming exemption from U.S. federal withholding tax under Section 871
(h) or 881(c) of the Code with respect to payments of “portfolio interest,” United States Internal Revenue Service
Form W-8BEN or W-8BEN-E (together with a certificate substantially in the form of Exhibit E-1 through E-4, as
applicable, representing that such Non-U.S. Lender is not a bank for purposes of Section 881(c)(3)(A) of the Code,
is not a 10 percent shareholder (within the meaning of Section 871(h)(3)(B) of the Code) of any Borrower and is not
a controlled foreign corporation (within the meaning of Section 881(c)(3)(C) of the Code) (a “United States Tax
Compliance Certificate”)), (x) Internal Revenue Service Form W-8BEN, W-8BEN-E or Form W-8ECI, (y) to the
extent a Non-U.S. Lender is not the beneficial owner (for example, where the Non-U.S. Lender is a partnership or a
participating Lender), Internal Revenue Service Form W-8IMY (or any successor forms) of the Non-U.S. Lender,
accompanied by a Form W-8ECI, W-8BEN, W-8BEN-E, United States Tax Compliance Certificate, Form W-9,
Form W-8IMY or any other required information from each beneficial owner, as applicable (provided that, if one or
more beneficial owners are claiming the portfolio interest exemption, the United States Tax Compliance Certificate
may be provided by such Non-U.S. Lender on behalf of such beneficial owner), or (z) any other form prescribed by
applicable U.S. federal income tax laws (including the Treasury Regulations) as a basis for claiming a complete
exemption from, or a reduction in, U.S. federal withholding tax on any payments to such Lender, in each case
properly completed and duly executed by such Non-U.S. Lender claiming complete exemption from, or reduced rate
of, U.S. federal withholding tax on payments by the Borrower under this Agreement;
(ii)
deliver to each Borrower and the Administrative Agent two properly completed and duly executed
originals of any such form or certification on or before the date that any such form or certification described above
expires or becomes obsolete and after the occurrence of any event requiring a change in the most recent form
previously delivered by it to each Borrower and the Administrative Agent; and
(iii)
obtain such extensions of time for filing and complete such forms or certifications as may
reasonably be requested by each Borrower, or the Administrative Agent;
except that the forms and certificates described above shall not be required if any change in Requirement of Law has occurred prior to
the date on which any such delivery would otherwise be required which renders all such forms inapplicable or which would prevent
such Lender (or Transferee) from duly completing and delivering any such form with respect to it and such Lender (or Transferee) so
advises each Borrower and the Administrative Agent. In addition, if a payment made to a Lender under this Agreement would be
subject to U.S. federal withholding tax imposed by FATCA if such Lender were to fail to comply with the applicable reporting
requirements of FATCA (including those contained in Section 1471(b) or 1472(b) of the Code, as applicable), such Lender shall
deliver to IBM and the Administrative Agent at the time or times prescribed by law and at such time or times reasonably requested by
IBM or the Administrative Agent such documentation prescribed by applicable law (including as prescribed by Section 1471(b)(3)(C)
(i) of the Code) and such additional documentation reasonably requested by IBM or the Administrative Agent as may be necessary for
any Borrower and the Administrative Agent to comply with their obligations under FATCA and to determine that such Lender has
complied with such Lender’s obligations under FATCA or to determine the amount to deduct and withhold from such payment.
Solely for purposes of the preceding sentence, “FATCA” shall include any amendments made to FATCA after the date of this
Agreement.
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(e)
Each Person that shall become a Participant pursuant to Section 11.6, or a Lender pursuant to Section 11.8,
including for this purpose a Lender that arranges a Revolving Credit Loan through or transfers a Revolving Credit Loan to a different
branch of such Lender, shall, upon the effectiveness of the related designation or transfer, be required to provide all of the forms and
statements required pursuant to this Section 2.18, provided that in the case of a Participant such Participant shall furnish all such
required forms and statements to the Lender from which the related participation shall have been purchased.
(f)
If any Lender (or Transferee) or the Administrative Agent determines, in its sole discretion exercised in
good faith, that it has received a refund of any Non-Excluded Taxes as to which it has been indemnified by any Borrower pursuant to
this Section 2.18, it shall promptly notify such Borrower of such refund and shall, within 30 days after receipt of such refund, repay
the amount of such refund to such Borrower (to the extent of amounts that have been paid by such Borrower under this Section 2.18
with respect to Non-Excluded Taxes giving rise to such refund), net of all reasonable out-of-pocket expenses of such Lender (or
Transferee) or the Administrative Agent and without interest (other than interest actually received from the relevant taxing authority or
other Governmental Authority with respect to such refund); provided, however, that such Borrower, upon the request of such Lender
(or Transferee) or the Administrative Agent, agrees to return the amount of such refund (plus interest) to such Lender (or Transferee)
or the Administrative Agent in the event such Lender (or Transferee) or the Administrative Agent is required to repay the amount of
such refund to the relevant taxing authority or other Governmental Authority. Notwithstanding anything to the contrary in this
paragraph (f), in no event will any Lender (or Transferee) or the Administrative Agent be required to pay any amount to a Borrower
pursuant to this paragraph (f) the payment of which would place the Lender (or Transferee) or the Administrative Agent in a less
favorable net after-tax position than the Lender (or Transferee) or the Administrative Agent would have been in if the indemnification
payments or additional amounts giving rise to such refund had never been paid. This paragraph shall not be construed to require any
indemnified party to make available its tax returns (or any other information relating to its taxes that it deems confidential) to any
Person.
2.19
Indemnity. Each Borrower agrees to indemnify each Lender and to hold each Lender harmless from any
loss or expense which such Lender may sustain or incur as a consequence of (a) default by such Borrower in making a borrowing of
Eurodollar Loans, or EURIBOR Loans, or in the conversion into Eurodollar Loans or continuation of Eurodollar Loans or EURIBOR
Loans, after such Borrower has given a notice requesting or accepting the same in accordance with the provisions of this Agreement,
(b) default by such Borrower in making any prepayment after such Borrower has given a notice thereof in accordance with the
provisions of this Agreement, (c) the making of a prepayment of Eurodollar Loans, EURIBOR Loans, as the case may be, with respect
thereto or (d) the conversion of EURIBOR Loans into ABR Loans denominated in Dollars in accordance with Section 2.16(c)(y).
Such indemnification may include an amount equal to the excess, if any, of (i) the amount of interest which would have accrued on the
amount so prepaid, or not so borrowed, converted or continued or converted from a EURIBOR Loan to a ABR Loan, for the period
from the date of such prepayment or of such failure to borrow, convert or continue or convert from a EURIBOR Loan to a ABR Loan
to the last day of the relevant Interest Period (or proposed Interest Period) over (ii) the amount of interest (as reasonably determined by
such Lender) which would have accrued to such Lender on such amount by placing such amount on deposit for a comparable period
with leading banks in the interbank eurodollar market. The obligations contained in this Section 2.19 shall survive the termination of
this Agreement and the payment of all other amounts payable hereunder.
2.20
Change of Lending Office. Each Lender (or Transferee) agrees that, upon the occurrence of any event
giving rise to the operation of Section 2.16, 2.17 or 2.18 with respect to such Lender (or Transferee), it will, if requested by IBM, use
reasonable efforts (subject to overall policy
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considerations of such Lender (or Transferee)) to designate another lending office for any Loans affected by such event with the object
of avoiding the consequences of such event; provided, that such designation is made on terms that, in the sole judgment of such
Lender, cause such Lender and its lending office(s) to suffer no material economic, legal or regulatory disadvantage, and provided,
further, that nothing in this Section 2.20 shall affect or postpone any of the obligations of any Borrower or the rights of any Lender (or
Transferee) pursuant to Section 2.16, 2.17 and 2.18.
2.21

[Reserved].

2.22

Defaulting Lenders

Notwithstanding any provision of this Agreement to the contrary, if any Lender becomes a Defaulting Lender, then
the following provisions shall apply for so long as such Lender is a Defaulting Lender:
Section 2.11(a);

(a)

fees shall cease to accrue on the Revolving Credit Commitment of such Defaulting Lender pursuant to

(b)
the Revolving Credit Commitment and Loans of such Defaulting Lender shall not be included in
determining whether the Required Lenders have taken or may take any action hereunder (including any consent to any amendment,
waiver or other modification pursuant to Section 11.1); provided, that this clause (b) shall not apply to the vote of a Defaulting Lender
in the case of an amendment, waiver or other modification requiring the consent of such Lender or each Lender affected thereby.
2.23

Currency Equivalents

(a)
No later than 2:00 p.m., New York City time, on each Calculation Date, the Administrative Agent shall
determine the Exchange Rate as of such Calculation Date with respect to Euros. The Exchange Rates so determined shall become
effective on the relevant Calculation Date (a “Reset Date”), shall remain effective until the next succeeding Reset Date and shall for
all purposes of this Agreement (other than with respect to Section 2.16 or any other provision expressly requiring the use of a current
Exchange Rate) be the Exchange Rates employed in converting any amounts from such Euros to Dollars. The Administrative Agent
shall promptly notify the Borrowers and the Lenders of each determination of an Exchange Rate hereunder.
(b)
No later than 2:00 p.m., New York City time, on each Reset Date, the Administrative Agent shall
determine the aggregate Dollar Amount of the Eurodollar Loans or EURIBOR Loans, as applicable, then outstanding.
(c)
If after giving effect to any determination under clause (b) of this Section and, in each case, to any
borrowings and prepayments or repayments of Loans occurring on the applicable Reset Date, (i) the Dollar Amount of outstanding
Revolving Credit Loans exceeds an amount equal to 105% of the Revolving Credit Commitments then in effect then the Borrowers
shall, within three Business Days after notice thereof from the Administrative Agent, prepay or cause to be prepaid outstanding
Revolving Credit Loans, or take other action, to the extent necessary to eliminate any such excess, or (ii) the Dollar Amount of
outstanding Revolving Credit Loans exceeds the total Revolving Credit Commitments then in effect for a period of 10 consecutive
Business Days, then the relevant Borrower shall, upon three Business Days’ notice thereof from the Administrative Agent, so long as
such excess continues, prepay or cause to be prepaid outstanding Revolving Credit Loans, or take other action to the extent necessary
to eliminate any such excess.
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SECTION 3.
SECTION 4.

[RESERVED]

REPRESENTATIONS AND WARRANTIES

To induce the Administrative Agent and the Lenders to enter into this Agreement and to make the Loans, each
Borrower hereby represents and warrants, to the Administrative Agent and each Lender that:
4.1
Organization; Powers. Each of IBM, IBMCLLC and each Significant Subsidiary (a) is duly organized,
validly existing and in good standing under the laws of the jurisdiction of its organization, (b) has all requisite power and authority to
own its property and assets and to carry on its business in all material respects as now conducted and as proposed to be conducted,
(c) is qualified to do business in every jurisdiction where such qualification is required, except where the failure so to qualify would
not, individually or in the aggregate, result in a Material Adverse Effect, and (d) in the case of each Borrower, has the power and
authority to execute, deliver and perform its obligations under this Agreement and each other agreement or instrument contemplated
hereby to which it is or will be a party and to borrow hereunder.
4.2
Authorization. The execution, delivery and performance by each Borrower of this Agreement and the
borrowings and other transactions contemplated hereby (collectively, the “Transactions”) (a) have been duly authorized by all
requisite corporate or other organizational action and, if required, stockholder action and (b) will not (i) violate (A) any provision of
law, statute, material rule or material regulation, or of the certificate or articles of incorporation or other constitutive documents or bylaws of IBM, IBMCLLC or any Significant Subsidiary, (B) any material order of any Governmental Authority or (C) any provision of
any material indenture, material agreement or other material instrument to which IBM, IBMCLLC or any Significant Subsidiary is a
party or by which any of them or any of their property is or may be bound, (ii) be in conflict with, result in a breach of or constitute
(alone or with notice or lapse of time or both) a default under any such indenture, agreement or other instrument or (iii) except as
contemplated hereby, result in the creation or imposition of any Lien upon or with respect to any property or assets now owned or
hereafter acquired by IBM, IBMCLLC or any Significant Subsidiary.
4.3
Enforceability. This Agreement has been duly executed and delivered by each Borrower and constitutes a
legal, valid and binding obligation of each Borrower enforceable against each such Borrower in accordance with its terms, except as
enforceability may be limited by (a) any applicable bankruptcy, insolvency, reorganization, moratorium, fraudulent transfer, or similar
laws relating to or affecting creditors’ rights generally and (b) general principles of equity.
4.4
Governmental Approvals. No action, consent or approval of, registration or filing with, or any other action
by, any Governmental Authority is or will be required in connection with the Transactions, except (a) such as have been made or
obtained and are in full force and effect or as to which the failure to be made or obtained or to be in full force and effect would not
result, individually or in the aggregate, in a Material Adverse Effect and (b) such periodic and current reports, if any, as (i) are
required to disclose the Transactions and (ii) will be filed with the SEC on a timely basis.
4.5
Financial Statements. (a) IBM has heretofore furnished to the Lenders its consolidated statement of
financial position and related consolidated statements of earnings, cash flows and stockholders’ equity as of and for the fiscal year
ended December 31, 2016, audited by and accompanied by the opinion of PricewaterhouseCoopers, independent accountants. Such
financial
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statements present fairly the financial position, results of operations, cash flows and changes in stockholders’ equity of IBM and its
Subsidiaries in accordance with GAAP.
(b)
IBMCLLC has heretofore furnished to the Lenders its combined statement of financial position and related
combined statements of earnings, comprehensive income, cash flows and changes in members’ interest as of and for the fiscal year
ended December 31, 2016, as set forth in the IBMCLLC Form 10. Such financial statements present fairly the financial position,
earnings, income, cash flows and changes in member’s interest of IBMCLLC in accordance with GAAP.
4.6
No Material Adverse Change. Except as publicly disclosed in filings by IBM with the SEC prior to the
Effective Date and in the IBMCLLC Form 10, between December 31, 2016 and the Effective Date, there has been no development or
event which has had a Material Adverse Effect.
4.7
No Material Litigation, etc. (a) Except as set forth in the Form 10-K of IBM for its fiscal year ended
December 31, 2016, the Form 10-Q of IBM for the fiscal quarter ended March 31, 2017, or in the IBMCLLC Form 10, no litigation,
investigation or proceeding of or before any arbitrator or Governmental Authority is pending or, to the knowledge of IBM, threatened
by or against IBM or any of its Subsidiaries or against any of its or their respective properties, assets or revenues as of the Effective
Date (i) with respect to this Agreement or any of the Transactions, or (ii) which involves a probable risk of an adverse decision which
would materially restrict the ability of IBM to comply with its obligations under this Agreement.
(b)
None of IBM, IBMCLLC or the Significant Subsidiaries is in violation of any law, rule or regulation, or in
default with respect to any order, judgment, writ, injunction or decree of any Governmental Authority, where such violation or default
has resulted or could reasonably be expected to result, individually or in the aggregate, in a Material Adverse Effect.
4.8
Federal Reserve Regulations. (a) No Borrower is engaged principally, or as one of its important activities,
in the business of extending credit for the purpose of purchasing or carrying Margin Stock.
(b)
No part of the proceeds of any Loan will be used, whether directly or indirectly, for any purpose which
entails a violation of, or which is inconsistent with, the provisions of Regulation T, U or X.
(c)
After giving effect to the application of the proceeds of each Loan, not more than 25% of the value of the
assets of either Borrower and its Subsidiaries (as determined in good faith by IBM) subject to the provisions of Section 7.1 will consist
of or be represented by Margin Stock. In the event any portion of the Loans made to any Borrower constitutes a “purpose credit”
within the meaning of Regulation U and the Loans are directly or indirectly secured by any Margin Stock pursuant to the operation of
Section 7.1, then, at the time of any borrowing which increases the outstanding amount of Loans, the aggregate “maximum loan
value” (within the meaning of Regulation U) of all Margin Stock and all collateral other than Margin Stock which directly or
indirectly secures the Loans will be greater than the aggregate principal amount of Loans and other extensions of credit to all
Borrowers (whether made by the Lenders or other Persons) which are subject to Regulation T, U or X and which are directly or
indirectly secured by such Margin Stock or other collateral.
4.9
Investment Company Act, etc. No Borrower is (a) an “investment company” as defined in, or subject to
regulation under, the Investment Company Act of 1940 or (b) subject to regulation under the Federal Power Act or (except as
contemplated by Section 4.8) any foreign, federal, state or local statute or regulation limiting such Borrower’s ability to incur
Borrower Obligations.
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4.10
Tax Returns. Each of IBM, IBMCLLC and the Significant Subsidiaries has filed or caused to be filed all
Federal, state and local tax returns required to have been filed by it and has paid or caused to be paid all taxes shown to be due and
payable on such returns or on any assessments received by it except taxes, assessments, fees, liabilities, penalties or charges that are
being contested in good faith by appropriate proceedings and for which IBM, IBMCLLC or Significant Subsidiary shall have set aside
on its books reserves in accordance with GAAP.
4.11
No Material Misstatements. The written information, reports, financial statements, exhibits and schedules
furnished by or on behalf of any Borrower to the Administrative Agent or any Lender in connection with this Agreement and the
Transactions or included herein or delivered pursuant hereto, taken as a whole, do not contain any material misstatement of fact or
omit to state any material fact necessary to make the statements therein, in the light of the circumstances under which they were made,
not misleading.
4.12
ERISA. Each Borrower is in compliance with all material provisions of ERISA, except to the extent that
all failures to be in compliance could not, in the aggregate, reasonably be expected to have a Material Adverse Effect.
4.13
corporate purposes.

Use of Proceeds. The proceeds of all Revolving Credit Loans will be used by the Borrowers for general

4.14
Anti-corruption Laws. The Borrowers have implemented and maintain in effect policies and procedures
designed to ensure compliance by the Borrowers, their Subsidiaries and their respective directors, officers and employees with AntiCorruption Laws and applicable Sanctions, and the Borrowers and their Subsidiaries, and to the knowledge of the Borrowers, their
directors, officers and employees, are in compliance with Anti-Corruption Laws and applicable Sanctions in all material respects.
None of (a) the Borrowers, any Subsidiary or any of their respective directors, officers or employees, or (b) to the knowledge of the
Borrowers, any agent of a Borrower or any Subsidiary that will act in any capacity in connection with or receive or direct the
application of proceeds from the credit facility established hereby, is a Sanctioned Person. No Loan or use of proceeds thereof will
violate Anti-Corruption Laws or applicable Sanctions.
SECTION 5.

CONDITIONS PRECEDENT

5.1
Conditions to Effectiveness. The effectiveness of this Agreement is subject to the satisfaction of the
following conditions precedent (the date on which such conditions are satisfied or waived, the “Effective Date”):
(a) Executed Counterparts. This Administrative Agent shall have received executed counterparts of this
Agreement executed and delivered by duly authorized officers of each of IBM, IBMCLLC, the Administrative
Agent and each Lender.
(b) Closing Certificate. The Administrative Agent shall have received certificates of IBM and IBMCLLC,
in each case dated the Effective Date, substantially in the form of Exhibit A, with appropriate insertions and
attachments, satisfactory in form and substance to the Administrative Agent, and executed by a Responsible Officer
and by the Secretary or any Assistant Secretary of IBM or IBMCLLC, as applicable.
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(c) Fees. The Administrative Agent shall have received the fees to be received on or prior to the Effective
Date referred to in Section 2.11(b).
(d) PATRIOT Act, etc. The Administrative Agent and the Joint Lead Arrangers shall have received all
documentation and other information about the Borrowers as has been reasonably requested in writing at least five
days prior to the Effective Date by the Administrative Agent or the Joint Lead Arrangers that they reasonably
determine is required by regulatory authorities under applicable “know your customer” and anti-money laundering
rules and regulations, including the PATRIOT Act.
(e) Legal Opinions. The Administrative Agent shall have received the following legal opinions, with a
copy for each Lender:
(i)
the executed legal opinion of Simpson Thacher & Bartlett LLP, counsel the Administrative Agent,
covering such matters reasonably requested by the Administrative Agent; and
(ii)
the executed legal opinion of Christina Montgomery, Vice President, Assistant General Counsel
and Secretary of IBM, with respect to each of IBM and IBMCLLC.
(f) Support Agreement. The Administrative Agent shall have received (i) a duly executed copy of the
Support Agreement and (ii) resolutions from the board of managers of IBMCLLC designating the Revolving Credit
Loans as “Debt” for purposes of the Support Agreement.
(g) Three-Year Credit Agreement. The “Effective Date”, under and as defined in the Three-Year Credit
Agreement, dated as of July 20, 2017, among IBM, IBMCLLC, the lenders party thereto, JPMorgan Chase Bank,
N.A., as administrative agent, and the other agents and parties party thereto, shall have occurred.
(h) No Material Adverse Change. Except as publicly disclosed in filings by IBM and IBMCLLC with the
SEC prior to the Effective Date, no material adverse change shall have occurred between December 31, 2016 and
the Effective Date in the business, assets, operations or financial condition of (i) IBM and its subsidiaries taken as a
whole or (ii) IBMCLLC and its subsidiaries taken as a whole.
5.2
Conditions to Each Revolving Credit Loan. The agreement of each Lender to make any Revolving Credit
Loan requested to be made by it on any date (including, without limitation, its initial Revolving Credit Loan) is subject to the
satisfaction of the following conditions precedent:
(a) Notice. The Administrative Agent shall have received notice of such borrowing in conformity with the
applicable requirements of this Agreement.
(b) Representations and Warranties. Each of the representations and warranties made by any Borrower in
or pursuant to this Agreement shall be true and correct in all material respects on and as of such date as if made on
and as of such date, except to the extent such representations and warranties expressly relate to an earlier date.
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(c) No Default. No Default or Event of Default shall have occurred and be continuing on such date or
shall occur after giving effect to the borrowing of the Revolving Credit Loans requested to be made on such date.
Each borrowing of a Revolving Credit Loan by a Borrower shall constitute a representation and warranty by such Borrower as of the
date of such Revolving Credit Loan that the conditions contained in paragraphs (b) and (c) of this Section 5.2 have been satisfied.
Notwithstanding any other provision of this Agreement, no Lender shall be obligated to make any Loan to IBM or
IBMCLLC, if (i) the adoption of any law, rule or regulation after the date of this Agreement, (ii) any change in any law, rule or
regulation or in the interpretation or application thereof by any Governmental Authority after the date of this Agreement or
(iii) compliance by any Lender with any request, guideline or directive (whether or not having the force of law) of any Governmental
Authority made or issued after the date of this Agreement, shall make it unlawful for such Lender to make such Loan to IBM or
IBMCLLC.
SECTION 6.

AFFIRMATIVE COVENANTS

Each of the Borrowers agree that, so long as the Commitments remain in effect, any Loan remains outstanding and
unpaid or any other amount is owing to any Lender or the Administrative Agent hereunder, it shall and shall cause each of its
Significant Subsidiaries to:
6.1
Existence; Business and Properties. (a) Do or cause to be done all things necessary to preserve, renew and
keep in full force and effect its legal existence, except as would not cause or result in a Default or Event of Default under this
Agreement.
(b)
Do or cause to be done all things reasonably necessary to preserve and keep in full force and effect the
rights, licenses, permits, franchises, authorizations, patents, copyrights, trademarks and trade names material to the conduct of its
business; except in each case where the failure to do so would not result in a Material Adverse Effect; and at all times maintain and
preserve all property material to the conduct of its business and keep such property in good repair, working order and condition and
from time to time make, or cause to be made, all needful and proper repairs, renewals, additions, improvements and replacements
thereto necessary in order that the business carried on in connection therewith may be properly conducted at all times; provided,
however, that nothing in this Section 6.1(b) shall prevent IBM, IBMCLLC or any Subsidiary from (x) discontinuing any of its
businesses no longer deemed advantageous to it or discontinuing the operation and maintenance of any of its properties no longer
deemed useful in the conduct of its business or (y) selling or disposing of any assets, Subsidiaries or capital stock thereof, in a
transaction not prohibited by Section 7.2.
6.2
Financial Statements, Reports, etc. In the case of IBM or IBMCLLC, as applicable, furnish to the
Administrative Agent for distribution to the Lenders:
(a) as soon as available and in any event within 90 days after the end of each fiscal year, copies of the
report filed by IBM and IBMCLLC with the SEC on Form 10-K in respect of such fiscal year, each accompanied by
IBM’s annual report in respect of such fiscal year or, if IBM or IBMCLLC, as applicable, is not required to file such
a report in respect of such fiscal year, the consolidated statements of financial position and related consolidated
statements of earnings, cash flows and stockholders’ equity of IBM and its Subsidiaries or the consolidated
statement of financial position and related consolidated statements of earnings, comprehensive income, cash flows
and changes in members’ interest of IBMCLLC, as applicable, as of the close of such fiscal year, all
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audited by PricewaterhouseCoopers or other independent accountants of recognized national standing and
accompanied by an opinion of such accountants to the effect that such consolidated financial statements fairly
present the financial position, results of operations, cash flows and changes in stockholders’ equity of IBM and its
Subsidiaries or the financial position, results of operations, cash flows and changes in members’ interest of
IBMCLLC and its Subsidiaries, as applicable, in accordance with GAAP;
(b) as soon as available and in any event within 50 days after the end of each of the first three quarterly
periods of each fiscal year, copies of the unaudited quarterly reports filed by IBM and IBMCLLC with the SEC on
Form 10-Q in respect of such quarterly period, or if IBM or IBMCLLC is not required to file such a report in respect
of such quarterly period, the unaudited consolidated statements of financial position and related unaudited
consolidated statements of earnings, cash flows and stockholders’ equity of IBM and its Subsidiaries or the
consolidated statement of financial position and related consolidated statements of earnings, comprehensive income,
cash flows and changes in members’ interest of IBMCLLC, as applicable, as of the close of such fiscal quarter,
certified by a Responsible Officer of IBM or IBMCLLC, as applicable, as fairly presenting the financial position,
results of operations, cash flows and changes in stockholders’ equity of IBM and its Subsidiaries or the financial
position, results of operations, cash flows and changes in members’ interest of IBMCLLC and its Subsidiaries, as
applicable, in accordance with GAAP, subject to normal year-end audit adjustments which are not expected to be
material in amount;
(c) concurrently with any delivery of financial statements by IBM or IBMCLLC described in paragraph
(a) or (b) above (whether contained in a report filed with the SEC or otherwise), a certificate of a Responsible
Officer of IBM or IBMCLLC, as applicable, substantially in the form of Schedule 6.2(c);
(d) promptly after the same become publicly available, copies of (i) all financial statements, notices,
reports and proxy materials distributed to stockholders of IBM and (ii) all reports on Form 10-K, 10-Q and 8-K (or
their equivalents) filed by IBM or IBMCLLC with the SEC (or with any Governmental Authority succeeding to any
or all of the functions of the SEC) pursuant to the periodic reporting requirements of the Securities Exchange Act of
1934, as amended, and the rules and regulations promulgated thereunder; provided, that documents required to be
furnished under this paragraph (d) shall be deemed furnished when made available via the EDGAR (or any
successor) system of the SEC;
(e) promptly, from time to time, such other publicly available documents and information regarding the
operations, business affairs and financial condition of IBM, IBMCLLC or any Significant Subsidiary (including
information relating to “know your customer” or similar identification procedures), or compliance with the terms of
this Agreement, as the Administrative Agent or any Lender (through the Administrative Agent) may reasonably
request.
With respect to the documents referred to in paragraphs (a) through (e) above, IBM shall furnish such number of copies as the
Administrative Agent or the Lenders shall reasonably require for distribution to their personnel in connection with this Agreement.
6.3
Notices. Promptly after any Responsible Officer or the Director of Treasury Operations of IBM or
IBMCLLC obtains knowledge thereof, give notice to the Administrative Agent and
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each Lender of the occurrence of any Default or Event of Default, accompanied by a statement of a Responsible Officer setting forth
details of the occurrence referred to therein and stating what action the relevant Borrower proposes to take with respect thereto.
6.4
Anti-Corruption Laws. Maintain in effect and enforce policies and procedures designed to ensure
compliance by it, its Subsidiaries and their respective directors, officers and employees, whether acting directly or through agents,
with Anti-Corruption Laws and applicable Sanctions.
SECTION 7.

NEGATIVE COVENANTS

Each Borrower agrees that, so long as the Commitments remain in effect, any Loan remains outstanding and unpaid
or any other amount is owing to any Lender or the Administrative Agent hereunder:
7.1
Limitation on Secured Debt and Sale and Leaseback Transactions. (a) IBM and IBMCLLC will not create,
assume, incur or guarantee, and will not permit any Restricted Subsidiary to create, assume, incur or guarantee, any Secured Debt
without making provision whereby all Borrower Obligations shall be secured equally and ratably with (or prior to) such Secured Debt
(together with, if IBM and IBMCLLC shall so determine, any other Debt of IBM, IBMCLLC or such Restricted Subsidiary then
existing or thereafter created which is not by its terms subordinate to the Borrower Obligations) so long as such Secured Debt shall be
outstanding unless such Secured Debt, when added to (a) the aggregate amount of all Secured Debt then outstanding (not including in
this computation Secured Debt if the Borrower Obligations are secured equally and ratably with (or prior to) such Secured Debt and
further not including in this computation any Secured Debt which is concurrently being retired) and (b) the aggregate amount of all
Attributable Debt then outstanding pursuant to Sale and Leaseback Transactions entered into by IBM after July 15, 1985, or entered
into by a Restricted Subsidiary after July 15, 1985, or, if later, the date on which it became a Restricted Subsidiary (not including in
this computation any Attributable Debt which is concurrently being retired), would not exceed 10% of Consolidated Net Tangible
Assets.
(b)
IBM and IBMCLLC will not, and will not permit any Restricted Subsidiary to, enter into any Sale and
Leaseback Transaction unless (a) the sum of (i) the Attributable Debt to be outstanding pursuant to such Sale and Leaseback
Transaction, (ii) all Attributable Debt then outstanding pursuant to all other Sale and Leaseback Transactions entered into by IBM
after July 15, 1985, or entered into by a Restricted Subsidiary after July 15, 1985, or, if later, the date on which it became a Restricted
Subsidiary, and (iii) the aggregate of all Secured Debt then outstanding (not including in this computation Secured Debt if the
Borrower Obligations are secured equally and ratably with (or prior to) such Secured Debt) would not exceed 10% of Consolidated
Net Tangible Assets or (b) an amount equal to the greater of (i) the net proceeds to IBM or the Restricted Subsidiary of the sale of the
Principal Property sold and leased back pursuant to such Sale and Leaseback Transaction and (ii) the amount of Attributable Debt to
be outstanding pursuant to such Sale and Leaseback Transaction, is applied to the retirement of Funded Debt of IBM or any Restricted
Subsidiaries (other than Funded Debt which is subordinated to the Loans or which is owing to IBM or any Restricted Subsidiaries)
within 180 days after the consummation of such Sale and Leaseback Transaction.
7.2
Mergers, Consolidations and Sales of Assets. (a) No Borrower will consolidate with or merge with or into
any other Person, except that, so long as no Default or Event of Default shall have occurred and be continuing or would result
therefrom, IBM or IBMCLLC may merge with any other U.S. corporation, provided that (i) in the case of any such merger involving
IBM, IBM is the surviving
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corporation, (ii) in the case of any such merger involving IBMCLLC, IBMCLLC is the surviving corporation (unless such merger is
with IBM, in which case IBM shall be the surviving corporation), (iii) on the date of consummation of any merger involving
IBM, IBM shall deliver to the Administrative Agent a certificate of a Responsible Officer of IBM demonstrating that, on a pro forma
basis determined as if such merger had been consummated on the date occurring twelve months prior to the last day of the most
recently ended fiscal quarter, IBM would have been in compliance with Section 7.4(a) as of the last day of such fiscal quarter, and
(iv) on the date of consummation of any merger involving IBMCLLC, IBMCLLC shall deliver to the Administrative Agent a
certificate of a Responsible Officer of IBMCLLC demonstrating that, on a pro forma basis determined as if such merger had been
consummated on the date occurring twelve months prior to the last day of the most recently ended fiscal quarter, IBMCLLC would
have been in compliance with Section 7.4(b) as of the last day of such fiscal quarter.
(b)
Neither IBM nor IBMCLLC will sell, convey or otherwise transfer all or substantially all of its properties
or assets to any Person, provided that this paragraph (b) shall not prohibit IBM or IBMCLLC from entering into a merger transaction
expressly permitted by Section 7.2(a).
7.3
Margin Regulations. (a) No Borrower will permit any part of the proceeds of any Loan to be used in any
manner that would result in a violation of, or be inconsistent with, the provisions of Regulation T, U or X. No Borrower will take, or
permit its Subsidiaries to take, any action at any time that would (A) result in a violation of the substitution and withdrawal
requirements of Regulation T or U, in the event the same should become applicable to any Loans or this Agreement or (B) cause the
representations and warranties contained in Section 4.8 at any time to be other than true and correct.
(b)
Whenever required to ensure compliance with Regulations T, U and X or requested by the Administrative
Agent or one or more Lenders, each Borrower will furnish to the Administrative Agent and each Lender a statement in conformity
with the requirements of Federal Reserve Form U-1 referred to in Regulation U, and any other notice or form required under
Regulation U, the statements made and information contained in which shall be sufficient, in the good faith opinion of each Lender, to
permit the extensions of Loans hereunder in compliance with Regulation U.
7.4
Financial Covenants. (a) IBM will not permit the Consolidated Net Interest Expense Ratio, for any period
of four consecutive fiscal quarters taken as a single accounting period, to be less than 2.20 to 1.0.
(b)
IBMCLLC will not permit the IBMCLLC Consolidated Tangible Net Worth to be less than $50,000,000 on
the last day of each fiscal year of IBMCLLC.
(c)
IBMCLLC will not permit the IBMCLLC Leverage Ratio to be greater than 11.0:1.00 as of the last day of
each fiscal quarter of IBMCLLC.
7.5
Anti-Corruption Laws. Each Borrower and its Subsidiaries shall not use, and shall procure that the
respective directors, officers and employees of such Borrower and its Subsidiaries shall not use, the proceeds of any Loan (A) in
furtherance of an offer, payment, promise to pay, or authorization of the payment or giving of money, or anything else of value, to any
Person in violation of any Anti-Corruption Laws, (B) for the purpose of funding, financing or facilitating any activities, business or
transaction of or with any Sanctioned Person, or in any Sanctioned Country, or (C) in any manner that would result in the violation of
any Sanctions applicable to any party hereto.
7.6
Modifications of Support Agreement. Each Borrower and its Subsidiaries shall not amend, modify or
terminate the Support Agreement in any manner materially adverse to the Lenders.
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SECTION 8.

EVENTS OF DEFAULT

If any of the following events shall occur and be continuing:
(a) Any Borrower shall (i) fail to pay any principal of any Revolving Credit Loan when due in accordance
with the applicable terms of this Agreement or (ii) fail to pay any interest on any Revolving Credit Loan, or any fee
or other amount, within five Business Days after any such interest, fee or other amount becomes due in accordance
with the terms hereof; or
(b) Any representation or warranty made or deemed made by any Borrower herein or which is contained in
any certificate, document or financial or other statement furnished by it at any time pursuant to this Agreement shall
prove to have been incorrect in any material respect on or as of the date made or deemed made; or
(c) IBM shall default in the observance or performance of the agreement contained in Section 7.4(a) or
IBMCLLC shall default in the observance or performance of the agreement contained in Section 7.4(b); or
(d) Any Borrower shall default in the observance or performance of any other agreement contained in this
Agreement, and such default shall not be remedied (including, in the case of Section 7.4(c), by a capital contribution
from IBM or the taking of other actions sufficient to restore on a pro forma basis the required IBMCLLC Leverage
Ratio) for a period of 30 days after written notice thereof shall have been given to IBM or IBMCLLC by the
Administrative Agent or the Required Lenders; or
(e) IBM, IBMCLLC or any Significant Subsidiary shall default in the payment of any principal or interest,
regardless of amount, due in respect of any Indebtedness in an aggregate principal amount of $500,000,000 or more,
when and as the same shall become due and payable (after the expiration of any applicable grace period); or
(f) An involuntary proceeding shall be commenced or an involuntary petition shall be filed in a court of
competent jurisdiction seeking (i) relief in respect of IBM, IBMCLLC or any Significant Subsidiary, or of a
substantial part of the property or assets of IBM, IBMCLLC or any Significant Subsidiary, under Title 11 of the
United States Code, as now constituted or hereafter amended, or any other Federal, state or foreign bankruptcy,
insolvency, receivership or similar law, (ii) the appointment of a receiver, trustee, custodian, sequestrator,
conservator or similar official for IBM, IBMCLLC or any Significant Subsidiary or for a substantial part of the
property or assets of IBM, IBMCLLC or any Significant Subsidiary or (iii) the winding-up or liquidation of
IBM, IBMCLLC or any Significant Subsidiary; and such proceeding or petition shall continue undismissed for 90
days or an order or decree approving or ordering any of the foregoing shall be entered; or
(g) IBM, IBMCLLC or any Significant Subsidiary shall (i) voluntarily commence any proceeding or file
any petition seeking relief under Title 11 of the United States Code, as now constituted or hereafter amended, or any
other Federal, state or foreign bankruptcy, insolvency, receivership or similar law, (ii) consent to the institution of,
or fail to contest in a timely and appropriate manner, any proceeding or the filing of any petition described in
paragraph (f) of this Section 8, (iii) apply for or consent to the appointment of a receiver, trustee, custodian,
sequestrator, conservator or similar official
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for IBM, IBMCLLC or any Significant Subsidiary or for a substantial part of the property or assets of
IBM, IBMCLLC or any Significant Subsidiary, (iv) file an answer admitting the material allegations of a petition
filed against it in any such proceeding, (v) make a general assignment for the benefit of creditors, or (vi) take any
action for the purpose of effecting any of the foregoing;
(h) One or more judgments for the payment of money which are due and payable in an aggregate amount
of $500,000,000 (exclusive of any amount thereof covered by insurance so long as such coverage is not being
disputed) or more shall be rendered by a court of competent jurisdiction against IBM, IBMCLLC, any Significant
Subsidiary or any combination of IBM, IBMCLLC and Significant Subsidiaries and the same shall remain
undischarged for a period of 60 days during which execution shall not be effectively stayed (for this purpose, a
judgment shall effectively be stayed during a period when it is not yet due and payable), or any action shall be
legally taken by a judgment creditor to levy upon assets or properties of IBM, IBMCLLC or any Significant
Subsidiary to enforce any such judgment; or
(i) the Support Agreement shall for any reason fail to be in full force and effect, or any action shall be
taken by any Borrower to discontinue or to assert the invalidity or unenforceability of the Support Agreement.
then, and in any such event, (A) if such event is an Event of Default specified in paragraph (f) or (g) above with respect to IBM or
IBMCLLC, automatically the Commitments shall immediately terminate and the Loans (with accrued interest thereon) and all fees
and other amounts owing under this Agreement shall immediately become due and payable, and (B) if such event is any other Event
of Default, either or both of the following actions may be taken: (i) with the consent of the Required Lenders, the Administrative
Agent may, or upon the request of the Required Lenders, the Administrative Agent shall, by notice to IBM and IBMCLLC, declare the
Commitments to be terminated forthwith, whereupon such Commitments shall immediately terminate; and (ii) with the consent of the
Required Lenders, the Administrative Agent may, or upon the request of the Required Lenders, the Administrative Agent shall, by
notice to IBM and IBMCLLC, declare the Loans (with accrued interest thereon) and all fees and other amounts owing under this
Agreement to be due and payable forthwith, whereupon the same shall immediately become due and payable. Except as expressly
provided above in this Section 8, presentment, demand, protest and all other notices of any kind are hereby expressly waived.
SECTION 9.

THE ADMINISTRATIVE AGENT

9.1
Appointment. Each Lender hereby irrevocably designates and appoints JPMorgan Chase Bank as the agent
of such Lender under this Agreement, and each such Lender irrevocably authorizes JPMorgan Chase Bank, as the Administrative
Agent for such Lender, to take such action on its behalf under the provisions of this Agreement and to exercise such powers and
perform such duties as are expressly delegated to the Administrative Agent by the terms of this Agreement, together with such other
powers as are reasonably incidental thereto. Notwithstanding any provision to the contrary elsewhere in this Agreement, the
Administrative Agent shall not have any duties or responsibilities, except those expressly set forth herein, or any fiduciary relationship
with any Lender, and no implied covenants, functions, responsibilities, duties, obligations or liabilities shall be read into this
Agreement or otherwise exist against the Administrative Agent.
9.2
Delegation of Duties. The Administrative Agent may execute any of its duties under this Agreement by or
through agents or attorneys-in-fact and shall be entitled to advice of counsel
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concerning all matters pertaining to such duties. The Administrative Agent shall not be responsible for the negligence or misconduct
of any agents or attorneys in-fact selected by it with reasonable care.
9.3
Exculpatory Provisions. Neither the Administrative Agent nor any of its officers, directors, employees,
agents, attorneys-in-fact or affiliates shall be (i) liable for any action lawfully taken or omitted to be taken by it or such Person under
or in connection with this Agreement (except for its or such Person’s own gross negligence or willful misconduct) or (ii) responsible
in any manner to any of the Lenders for any recitals, statements, representations or warranties made by any Borrower or any officer
thereof contained in this Agreement or in any certificate, report, statement or other document referred to or provided for in, or received
by the Administrative Agent under or in connection with, this Agreement or for the value, validity, effectiveness, genuineness,
enforceability or sufficiency of this Agreement or for any failure of any Borrower to perform its obligations hereunder or thereunder.
The Administrative Agent shall not be under any obligation to any Lender to ascertain or to inquire as to the observance or
performance of any of the agreements contained in, or conditions of, this Agreement, or to inspect the properties, books or records of
any Borrower.
9.4
Reliance by Administrative Agent. The Administrative Agent shall be entitled to rely, and shall be fully
protected in relying, upon any writing, resolution, notice, consent, certificate, affidavit, letter, telecopy, telex or teletype message,
statement, order or other document or conversation believed by it to be genuine and correct and to have been signed, sent or made by
the proper Person or Persons and upon advice and statements of legal counsel (including, without limitation, counsel to any
Borrower), independent accountants and other experts selected by the Administrative Agent. The Administrative Agent may deem
and treat the Lender specified in the Register with respect to any amount owing hereunder as the owner thereof for all purposes unless
a written notice of assignment, negotiation or transfer thereof shall have been filed with the Administrative Agent. The
Administrative Agent shall be fully justified in failing or refusing to take any action under this Agreement unless it shall first receive
such advice or concurrence of the Required Lenders or all Lenders, as the case may be, as it deems appropriate or it shall first be
indemnified to its satisfaction by the Lenders against any and all liability and expense which may be incurred by it by reason of taking
or continuing to take any such action. The Administrative Agent shall in all cases be fully protected in acting, or in refraining from
acting, under this Agreement in accordance with a request of the Required Lenders, or all Lenders, as the case may be, and such
request and any action taken or failure to act pursuant thereto shall be binding upon all the Lenders and all future holders of the
obligations owing by any Borrower hereunder.
9.5
Notice of Default. The Administrative Agent shall not be deemed to have knowledge or notice of the
occurrence of any Default or Event of Default hereunder unless the Administrative Agent has received notice from a Lender or a
Borrower referring to this Agreement, describing such Default or Event of Default and stating that such notice is a “notice of default”.
In the event that the Administrative Agent receives such a notice, the Administrative Agent shall promptly give notice thereof to the
Lenders. The Administrative Agent shall take such action with respect to such Default or Event of Default as shall be reasonably
directed by the Required Lenders; provided that unless and until the Administrative Agent shall have received such directions, the
Administrative Agent may (but shall not be obligated to) take such action, or refrain from taking such action, with respect to such
Default or Event of Default as it shall deem advisable in the best interests of the Lenders.
9.6
Non-Reliance on Administrative Agent and Other Lenders. Each Lender expressly acknowledges that
neither the Administrative Agent nor any of its officers, directors, employees, agents, attorneys-in-fact or affiliates has made any
representations or warranties to it and that no act by the Administrative Agent hereinafter taken, including any review of the affairs of
any Borrower, shall be deemed to constitute any representation or warranty by the Administrative Agent to any Lender. Each Lender
represents to the Administrative Agent that it has, independently and without reliance upon
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the Administrative Agent or any other Lender, and based on such documents and information as it has deemed appropriate, made its
own appraisal of and investigation into the business, operations, property, financial and other condition and creditworthiness of the
Borrowers and made its own decision to make its Loans and enter into this Agreement. Each Lender also represents that it will,
independently and without reliance upon the Administrative Agent or any other Lender, and based on such documents and information
as it shall deem appropriate at the time, continue to make its own credit analysis, appraisals and decisions in taking or not taking
action under this Agreement, and to make such investigation as it deems necessary to inform itself as to the business, operations,
property, financial and other condition and creditworthiness of the Borrowers. Except for notices, reports and other documents
expressly required to be furnished to the Lenders by the Administrative Agent hereunder, the Administrative Agent shall not have any
duty or responsibility to provide any Lender with any credit or other information concerning the business, operations, property,
condition (financial or otherwise), prospects or creditworthiness of any Borrower which may come into the possession of the
Administrative Agent or any of its officers, directors, employees, agents, attorneys-in-fact or affiliates.
9.7
Indemnification. The Lenders agree to indemnify the Administrative Agent in its capacity as such (to the
extent not reimbursed by the Borrowers and without limiting the obligation of the Borrowers to do so), ratably according to their
respective Commitment Percentages in effect on the date on which indemnification is sought under this Section 9.7 (or, if
indemnification is sought after the date upon which the Revolving Credit Commitments shall have terminated and the Revolving
Credit Loans shall have been paid in full, ratably in accordance with their Commitment Percentages immediately prior to such date),
from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses or
disbursements of any kind whatsoever which may at any time (including, without limitation, at any time following the payment of the
amounts owing hereunder) be imposed on, incurred by or asserted against the Administrative Agent in any way relating to or arising
out of this Agreement or any documents contemplated by or referred to herein or therein or the transactions contemplated hereby or
thereby or any action taken or omitted by the Administrative Agent under or in connection with any of the foregoing; provided that
(a) no Lender shall be liable for the payment of any portion of such liabilities, obligations, losses, damages, penalties, actions,
judgments, suits, costs, expenses or disbursements resulting from the gross negligence or willful misconduct of the Administrative
Agent and (b) in the event that the Administrative Agent is reimbursed by any Borrower for any amount paid to it by the Lenders
pursuant to this Section 9.7, the amount of such reimbursement shall in turn be paid over to the Lenders on a ratable basis. The
agreements in this Section 9.7 shall survive the payment of the Loans and all other amounts payable hereunder.
9.8
Administrative Agent in Its Individual Capacity. Each of the Administrative Agent and its affiliates may
make loans to, accept deposits from and generally engage in any kind of business with the Borrowers as though the Administrative
Agent were not the Administrative Agent hereunder. With respect to its Loans made or renewed by it, the Administrative Agent shall
have the same rights and powers under this Agreement as any Lender and may exercise the same as though it were not the
Administrative Agent, and the terms “Lender” and “Lenders” shall include the Administrative Agent in its individual capacity.
9.9
Successor Administrative Agent. Subject to the appointment and acceptance of a successor Administrative
Agent as provided below, the Administrative Agent may resign as Administrative Agent at any time by giving notice to the
Lenders, IBM and IBMCLLC. If the Administrative Agent shall resign as Administrative Agent under this Agreement, then the
Required Lenders shall appoint from among the Lenders a successor administrative agent for the Lenders, which successor
administrative agent shall be subject to the approval of IBM and IBMCLLC (which approval shall not be unreasonably withheld). If
no successor shall have been so appointed by the Required Lenders and shall have accepted such appointment within 30 days after the
retiring Administrative Agent
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shall have given notice of its resignation, then the retiring Administrative Agent may, on behalf of the Lenders, appoint a successor
Administrative Agent from among the Lenders, which successor administrative agent shall be subject to the approval of IBM and
IBMCLLC (which approval shall not be unreasonably withheld). Upon the acceptance of any appointment as Administrative Agent
hereunder by a permitted successor, such successor administrative agent shall succeed to the rights, powers and duties of the
Administrative Agent, and the term “Administrative Agent” shall mean such successor administrative agent effective upon such
appointment and approval, and the former Administrative Agent’s rights, powers and duties as Administrative Agent shall be
terminated, without any other or further act or deed on the part of such former Administrative Agent or any of the parties to this
Agreement or any holders of the obligations owing hereunder. After any retiring Administrative Agent’s resignation as
Administrative Agent, the provisions of this Section 9 shall inure to its benefit as to any actions taken or omitted to be taken by it
while it was Administrative Agent under this Agreement.
9.10
Syndication and Documentation Agents. The Syndication Agents and the Documentation Agents shall not
have any duties or responsibilities hereunder in its capacity as such.
SECTION 10.
SECTION 11.

[RESERVED]
MISCELLANEOUS

11.1
Amendments and Waivers. Neither this Agreement nor any terms hereof may be amended, supplemented or
modified except in accordance with the provisions of this Section 11.1. The Required Lenders may, or, upon receipt of written
consent of the Required Lenders to all terms thereof, the Administrative Agent may, from time to time, (a) enter into with the
Borrowers written amendments, supplements or modifications hereto for the purpose of adding any provisions to this Agreement or
changing in any manner the rights of the Lenders or of the Borrowers hereunder or thereunder or (b) waive, on such terms and
conditions as the Required Lenders or the Administrative Agent, as the case may be, may specify in such instrument, any of the
requirements of this Agreement or any Default or Event of Default and its consequences; provided, however, that no such waiver and
no such amendment, supplement or modification shall (i) reduce the amount or extend the scheduled date of maturity of any
Revolving Credit Loan, or reduce the stated rate of any interest or fee payable hereunder or extend the scheduled date of any payment
thereof or increase the amount or extend the expiration date of any Lender’s Revolving Credit Commitment, in each case without the
consent of each Lender directly affected thereby, or (ii) amend, modify or waive any provision of this Section 11.1 or reduce the
percentage specified in the definition of Required Lenders, or consent to the assignment or transfer by any Borrower of any of its
rights and obligations under this Agreement, in each case without the written consent of all the Lenders, (iii) amend, modify or waive
any provision of Section 9 without the written consent of the then Administrative Agent, or (iv) except in connection with the
establishment of any new tranche of Commitments or Loans hereunder, change Sections 2.15(a) and 11.12(a) in a manner that would
alter the pro rata distribution or sharing of payments, or the funding of Loans, required thereby, without the written consent of each
Lender adversely affected thereby. Any such waiver and any such amendment, supplement or modification shall apply equally to
each of the Lenders and shall be binding upon the Borrowers, the Lenders, the Administrative Agent and all future holders of the
obligations owing hereunder. In the case of any waiver, the Borrowers, the Lenders and the Administrative Agent shall be restored to
their former position and rights hereunder, and any Default or Event of Default waived shall be deemed to be cured and not
continuing; but no such waiver shall extend to any subsequent or other Default or Event of Default, or impair any right consequent
thereon. Notwithstanding anything to the contrary in the foregoing, any provision of this Agreement or any other Loan Document may
be amended by an agreement in writing entered into by the Borrowers and the Administrative Agent
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to cure any ambiguity, omission, mistake, defect or inconsistency, it being agreed the Administrative Agent shall provide the Lenders
at least five Business Days’ prior written notice of such amendment, and any such amendment shall be deemed approved by the
Lenders unless the Administrative Agent shall have received, within five Business Days of the date of such notice to the Lenders, a
written notice from the Required Lenders stating that the Required Lenders object to such amendment.
11.2
Notices. All notices, requests and demands to or upon the respective parties hereto to be effective shall be
in writing (including by telecopy), and, unless otherwise expressly provided herein, shall be deemed to have been duly given or made
when delivered by hand, or three Business Days after being deposited in the mail, postage prepaid, or, in the case of telecopy notice,
when received, addressed as follows in the case of IBM, IBMCLLC and the Administrative Agent, and as notified by each Lender to
the Administrative Agent in the case of the Lenders, or to such other address as may be hereafter notified by the respective parties
hereto and any future holders of the obligations owing hereunder:
IBM:

INTERNATIONAL BUSINESS MACHINES CORPORATION
One New Orchard Road
Armonk, New York 10504
Attention: Vice President and Treasurer
Telecopy: 914-499-2883
With a copy to CHQ Legal Department
Telecopy: 914-499-6445

IBMCLLC

IBM Credit LLC
1 North Castle Drive
Armonk, New York, 10504
Attention: Vice President, Finance
With a copy to CHQ Legal Department
Telecopy: 914-499-6445

The Administrative Agent:

JPMORGAN CHASE BANK, N.A.
500 Stanton Christiana Rd.
NCC5/1st Floor
Newark, Delaware, 19713
Attention: Eugene Tull III
Loan & Agency Services Group
Phone: (302) 634-5881
Fax: (302) 634-4250
E-mail: eugene.h.tulliii@chase.com
With a copy to:
JPMORGAN CHASE BANK
Peter Thauer
383 Madison Avenue, 24th Floor
New York NY 10179
E-mail: peter.thauer@jpmorgan.com
Telephone: (212) 270-6289
Fax: (212) 270-5127
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provided that any notice, request or demand to or upon the Administrative Agent or the Lenders pursuant to Section 2.2, 2.3, 2.6
or 2.13 shall not be effective until received.
11.3
No Waiver; Cumulative Remedies. No failure to exercise and no delay in exercising, on the part of the
Administrative Agent or any Lender, any right, remedy, power or privilege hereunder shall operate as a waiver thereof; nor shall any
single or partial exercise of any right, remedy, power or privilege hereunder preclude any other or further exercise thereof or the
exercise of any other right, remedy, power or privilege. The rights, remedies, powers and privileges herein provided are cumulative
and not exclusive of any rights, remedies, powers and privileges provided by law.
11.4
Survival of Representations and Warranties. All representations and warranties made hereunder and in any
document, certificate or statement delivered pursuant hereto or in connection herewith shall survive the execution and delivery of this
Agreement and the making of the Revolving Credit Loans hereunder.
11.5
Payment of Expenses. Each of IBM and IBMCLLC agrees (a) to pay or reimburse the Administrative
Agent for all its reasonable out-of-pocket costs and expenses incurred in connection with the development, preparation and execution
of, and any amendment, supplement or modification to, this Agreement and any other documents prepared in connection herewith, and
the consummation and administration of the transactions contemplated hereby and thereby, including, without limitation, the
reasonable fees and disbursements of a single counsel to the Administrative Agent, (b) to pay or reimburse each Lender and the
Administrative Agent for all its reasonable costs and expenses incurred in connection with the enforcement or preservation of any
rights under this Agreement and any such other documents, including, without limitation, the reasonable fees and disbursements of
separate counsel to the Administrative Agent and to each Lender, and (c) to pay, indemnify, and hold each Lender and the
Administrative Agent harmless from, any and all recording and filing fees and any and all liabilities with respect to, or resulting from
any delay in paying, stamp, excise and other similar taxes, if any, which may be payable or determined to be payable in connection
with the execution and delivery of, or consummation or administration of any of the transactions contemplated by, or any amendment,
supplement or modification of, or any waiver or consent under or in respect of, this Agreement and any such other documents, and
(d) to pay, indemnify, and hold each Lender, each Syndication Agent, each Documentation Agent, each Joint Lead Arranger, the
Administrative Agent and their respective directors, officers, employees and agents (each, an “indemnified person”) harmless from
and against any and all other liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses or
disbursements, including reasonable fees and disbursements of counsel, incurred by or asserted against such indemnified person which
arise out of or in connection with any claim, litigation or proceeding relating to this Agreement or any such other documents, or any
Loan or any actual or proposed use of proceeds of any Loan or any of the Transactions; provided, that no Borrower shall have any
obligation hereunder to any indemnified person with respect to indemnified liabilities arising from the gross negligence or willful
misconduct of such indemnified person, its affiliates or the directors, officers, employees and agents of such indemnified person,
acting as such, in each case as determined by a final, non-appealable judgment of a court of competent jurisdiction and provided
further, that nothing contained in this Section 11.5 (other than Section 11.5(c)) shall require IBM or IBMCLLC to pay any taxes of
any indemnified person or any Transferee or any indemnity with respect thereto. No indemnified person or IBM or IBMCLLC shall
be liable for any damages arising from the use by unauthorized persons of information or other materials sent through electronic,
telecommunications or other information transmission systems that are intercepted by such persons. No indemnified person shall be
liable for any special, indirect, consequential or punitive damages in connection with this Agreement. The agreements in this
Section 11.5 shall survive repayment of the Loans and the payment of all other amounts payable hereunder.
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11.6
Participations. Any Lender may, in the ordinary course of its business and in accordance with applicable
law, at any time sell to one or more banks or other entities (other than a natural person) (each, a “Participant”) participating interests
in any Revolving Credit Loan owing to such Lender, any Revolving Credit Commitment of such Lender or any other interest of such
Lender hereunder. In the event of any such sale by a Lender of a participating interest to a Participant, such Lender’s obligations
under this Agreement to the other parties to this Agreement shall remain unchanged, such Lender shall remain solely responsible for
the performance thereof, such Lender shall remain the holder of any such obligation owing to it hereunder for all purposes under this
Agreement, and the Borrowers and the Administrative Agent shall continue to deal solely and directly with such Lender in connection
with such Lender’s rights and obligations under this Agreement. In no event shall any Participant under any such participation have
any right to approve any amendment or waiver of any provision of this Agreement, or any consent to any departure by any Borrower
therefrom, except to the extent that such amendment, waiver or consent would reduce the principal of, or interest on, the Revolving
Credit Loans or any fees payable hereunder, or postpone the date of the final maturity of the Revolving Credit Loans, in each case to
the extent subject to such participation. Each Borrower agrees that, while an Event of Default shall have occurred and be continuing,
if amounts outstanding under this Agreement are due or unpaid, or shall have been declared or shall have become due and payable
upon the occurrence of an Event of Default, each Participant shall be deemed to have the right of setoff in respect of its participating
interest in amounts owing under this Agreement to the same extent as if the amount of its participating interest were owing directly to
it as a Lender under this Agreement, provided that, in purchasing such participating interest, such Participant shall be deemed to have
agreed to share with the Lenders the proceeds thereof as provided in Section 11.12 as fully as if it were a Lender hereunder. Each
Borrower also agrees that each Participant shall be entitled to the benefits of Sections 2.16, 2.17, 2.18 and 2.19 with respect to its
participation in the Revolving Credit Commitments and the Revolving Credit Loans outstanding from time to time as if it was a
Lender; provided that, in the case of Section 2.18, such Participant shall have complied with the requirements of said Section and
provided, further, that no Participant shall be entitled to receive any greater amount pursuant to any such Section than the transferor
Lender would have been entitled to receive in respect of the amount of the participation transferred by such transferor Lender to such
Participant had no such transfer occurred. Each Lender that sells a participation shall, acting solely for this purpose as a non-fiduciary
agent of the Borrower, maintain a register on which it enters the name and address of each Participant and the principal amounts (and
stated interest) of each Participant’s interest in the Loans or other obligations under this Agreement (the “Participant Register”);
provided that no Lender shall have any obligation to disclose all or any portion of the Participant Register to any Person (including the
identity of any Participant or any information relating to a Participant’s interest in any Commitments, Loans or other obligations under
this Agreement) except to the extent that such disclosure is necessary to establish that such Commitment, Loan or other obligation is
in registered form under Section 5f.103-1(c) of the United States Treasury Regulations. The entries in the Participant Register shall be
conclusive absent manifest error, and such Lender shall treat each person whose name is recorded in the Participant Register as the
owner of such participation for all purposes of this Agreement notwithstanding any notice to the contrary. For the avoidance of doubt,
the Administrative Agent (in its capacity as Administrative Agent) shall have no responsibility for maintaining a Participant Register.
11.7

[Reserved].

11.8
Assignments. (a) any Lender may, in the ordinary course of its business and in accordance with applicable
law, at any time and from time to time assign to any affiliate of such Lender or, with the consent of IBM, IBMCLLC and the
Administrative Agent (which consent in each case shall not be unreasonably withheld or delayed, and, in the case of IBM or
IBMCLLC, shall be deemed to have been given unless IBM or IBMCLLC shall object to such assignment by written notice to the
Administrative Agent within ten Business Days after having received notice thereof), to any other Lender
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or to an additional bank, financial institution or other entity other than a Borrower, an Affiliate of a Borrower or a natural person
(each, a “Purchasing Lender”) all or any part of its rights and obligations under this Agreement pursuant to an Assignment and
Assumption, substantially in the form of Exhibit B, executed by such Purchasing Lender and such assigning Lender (and, in the case
of a Purchasing Lender that is not an affiliate of the relevant assigning Lender, by IBM, IBMCLLC and the Administrative Agent) and
delivered to the Administrative Agent for its acceptance and recording in the Register, provided, that except in the case of an
assignment of all of a Lender’s rights and obligations under this Agreement, the amount of the Revolving Credit Commitment of the
assigning Lender being assigned pursuant to each such assignment (determined as of the date of the Assignment and Assumption with
respect to such assignment) shall in no event be less than $10,000,000 or such lesser amount as may be consented to by
IBM, IBMCLLC and the Administrative Agent. Upon such execution, delivery, acceptance and recording, from and after the
effective date determined pursuant to such Assignment and Assumption, (x) the Purchasing Lender thereunder shall be a party hereto
and, to the extent provided in such Assignment and Assumption, have the rights and obligations of a Lender hereunder with a
Revolving Credit Commitment as set forth therein, and (y) the assigning Lender thereunder shall, to the extent provided in such
Assignment and Assumption, be released from its obligations under this Agreement (and, in the case of an Assignment and
Assumption covering all or the remaining portion of an assigning Lender’s rights and obligations under this Agreement, such
assigning Lender shall cease to be a party hereto).
(b)
Upon its receipt of an Assignment and Assumption executed by an assigning Lender and a Purchasing
Lender (and, in the case of a Purchasing Lender that is not an affiliate of the relevant assigning Lender, by IBM, IBMCLLC and the
Administrative Agent) together with payment to the Administrative Agent of a registration and processing fee of $3,500 (which shall
not be payable by any Borrower), the Administrative Agent shall (i) promptly accept such Assignment and Assumption and (ii) on the
effective date determined pursuant thereto record the information contained therein in the Register and give notice of such acceptance
and recordation to the Lenders, IBM and IBMCLLC.
11.9
The Register; Disclosure; Pledges to Federal Reserve Banks. (a) The Administrative Agent shall maintain
at its address referred to in Section 11.2 a copy of each Assignment and Assumption delivered to it and a register (the “Register”) for
the recordation of the names and addresses of the Lenders, the Revolving Credit Commitments of the Lenders, and the principal
amount of the Revolving Credit Loans owing to each Lender from time to time. The entries in the Register shall be conclusive, in the
absence of manifest error, and the Borrowers, the Administrative Agent and the Lenders may treat each Person whose name is
recorded in the Register as the owner of the Revolving Credit Loan recorded therein for all purposes of this Agreement. The Register
shall be available for inspection by the Borrowers at any reasonable time and from time to time upon reasonable prior notice.
(b)
Each Borrower authorizes each Lender to disclose to any Participant or Purchasing Lender (each, a
“Transferee”) and any prospective Transferee, subject to the provisions of Section 11.21 (whether or not, in the case of any Person
that is a prospective Transferee, such Person in fact becomes a Transferee), any and all financial information in such Lender’s
possession concerning the Borrowers and their respective affiliates which has been delivered to such Lender by or on behalf of any
Borrower pursuant to this Agreement or which has been delivered to such Lender by or on behalf of any Borrower in connection with
such Lender’s credit evaluation of the Borrowers and their respective affiliates prior to becoming a party to this Agreement.
(c)
Nothing herein shall prohibit any Lender from pledging or assigning all or any portion of its Loans to any
Federal Reserve Bank or central bank in accordance with applicable law, provided, that in the case of any such pledge or assignment
to a central bank, no Borrower will be responsible for the payment of any fees, expenses, duties, imposts, taxes or other amounts in
connection
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therewith. In order to facilitate such pledge or assignment, each Borrower hereby agrees that, upon request of any Lender at any time
and from time to time after such Borrower has made its initial borrowing hereunder, such Borrower shall provide to such Lender, at
such Borrower’s own expense, a promissory note, substantially in the form of Exhibit C, evidencing the Revolving Credit Loans,
owing to such Lender.
11.10

[Reserved].

11.11 Replacement of Lenders under Certain Circumstances. IBM and IBMCLLC shall be permitted to replace
any Lender which (a) requests reimbursement pursuant to Section 2.17 or 2.18, (b) is affected in the manner described in Section 2.16
and as a result thereof any of the actions described in said Section is required to be taken, (c) becomes a Defaulting Lender or (d) fails
to consent to any proposed amendment, modification, termination, waiver or consent with respect to any provision hereof that requires
the unanimous approval of all of the Lenders, the approval of all of the Lenders affected thereby or the approval of a class of Lenders,
in each case in accordance with the terms of Section 11.1, so long as the consent of the Required Lenders shall have been obtained
with respect to such amendment, modification, termination, waiver or consent, with a replacement bank or other financial institution;
provided that (i) such replacement does not conflict with any Requirement of Law, (ii) no Event of Default shall have occurred and be
continuing at the time of such replacement, (iii) IBM and IBMCLLC shall repay (or the replacement bank or institution shall purchase,
at par) all Loans and other amounts owing to such replaced Lender prior to the date of replacement, (iv) IBM and IBMCLLC shall be
liable to such replaced Lender under Section 2.19 if any Eurodollar Loan or EURIBOR Loan owing to such replaced Lender shall be
prepaid (or purchased) other than on the last day of the Interest Period relating thereto, (v) the replacement bank or institution, if not
already a Lender, and the terms and conditions of such replacement, shall be reasonably satisfactory to the Administrative Agent,
(vi) the replaced Lender shall be obligated to make such replacement in accordance with the provisions of Section 11.8 (provided that
IBM and IBMCLLC shall be obligated to pay the registration and processing fee referred to therein), (vii) until such time as such
replacement shall be consummated, IBM and IBMCLLC shall pay all additional amounts (if any) required pursuant to Section 2.17 or
2.18, as the case may be, and (viii) any such replacement shall not be deemed to be a waiver of any rights which IBM, IBMCLLC, the
Administrative Agent or any other Lender shall have against the replaced Lender.
11.12 Adjustments; Set-off. (a) If any Lender (a “benefitted Lender”) shall at any time receive any payment of
all or part of its Revolving Credit Loans, or interest thereon, or receive any collateral in respect thereof (whether voluntarily or
involuntarily, by set-off, pursuant to events or proceedings of the nature referred to in Section 8(f) or (g), or otherwise), in a greater
proportion than any such payment to or collateral received by any other Lender, if any, in respect of such other Lender’s Revolving
Credit Loans that are then due and payable, or interest thereon, such benefitted Lender shall purchase at par for cash from the other
Lenders a participating interest in such portion of each such other Lender’s Revolving Credit Loan, or shall provide such other
Lenders with the benefits of any such collateral, or the proceeds thereof, as shall be necessary to cause such benefitted Lender to share
the excess payment or benefits of such collateral or proceeds ratably with each of the Lenders; provided, however, that if all or any
portion of such excess payment or benefits is thereafter recovered from such benefitted Lender, such purchase shall be rescinded, and
the purchase price and benefits returned, to the extent of such recovery, but without interest.
(b)
In addition to any rights and remedies of the Lenders provided by law, each Lender shall have the right,
without prior notice to any Borrower, any such notice being expressly waived by each Borrower to the extent permitted by applicable
law, upon any amount becoming due and payable by any Borrower hereunder (whether at the stated maturity, by acceleration or
otherwise) to set-off and appropriate and apply against such amount any and all deposits (general or special, time or demand,
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provisional or final), in any currency, and any other credits, indebtedness or claims, in any currency, in each case whether direct or
indirect, absolute or contingent, matured or unmatured, at any time held or owing by such Lender or any branch or agency thereof to
or for the credit or the account of the relevant Borrower. Each Lender agrees promptly to notify IBM, IBMCLLC and the
Administrative Agent after any such set-off and application made by such Lender, provided that the failure to give such notice shall
not affect the validity of such set-off and application.
11.13 Counterparts. This Agreement may be executed by one or more of the parties to this Agreement on any
number of separate counterparts (including by email or telecopy), and all of said counterparts taken together shall be deemed to
constitute one and the same instrument. A set of the copies of this Agreement signed by all the parties shall be lodged with IBM and
the Administrative Agent.
11.14 Severability. Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction
shall, as to such jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining
provisions hereof, and any such prohibition or unenforceability in any jurisdiction shall not invalidate or render unenforceable such
provision in any other jurisdiction.
11.15 Integration. This Agreement represents the agreement of the Borrowers, the Administrative Agent and the
Lenders with respect to the subject matter hereof, and there are no promises, undertakings, representations or warranties by the
Administrative Agent or any Lender relative to subject matter hereof not expressly set forth or referred to herein.
11.16 GOVERNING LAW. THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF THE
PARTIES UNDER THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN
ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK.
11.17

Submission To Jurisdiction; Waivers. Each Borrower hereby irrevocably and unconditionally:

(a)
submits for itself and its property in any legal action or proceeding relating to this Agreement, or for
recognition and enforcement of any judgment in respect thereof, to the exclusive general jurisdiction of the courts of the United States
of America for the Southern District of New York, and appellate courts from any thereof, or, to the extent such courts lack subject
matter jurisdiction, the Courts of the State of New York, located in the County of New York;
(b)
consents that any such action or proceeding may be brought in such courts and waives any objection that it
may now or hereafter have to the venue of any such action or proceeding in any such court or that such action or proceeding was
brought in an inconvenient court and agrees not to plead or claim the same;
(c)
agrees that service of process in any such action or proceeding may be effected by mailing a copy thereof
by registered or certified mail (or any substantially similar form of mail), postage prepaid, to such Borrower at its address referred to
in Section 11.2 or at such other address of which the Administrative Agent shall have been notified pursuant thereto;
(d)
agrees that nothing herein shall affect the right to effect service of process in any other manner permitted
by law or shall limit the right to sue in any other jurisdiction; and
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(e)
waives, to the maximum extent not prohibited by law, any right it may have to claim or recover in any legal
action or proceeding referred to in this Section any special, exemplary, punitive or consequential damages.
11.18 Judgment Related to Borrowings. (a) If, for the purpose of obtaining judgment in any court, it is necessary
to convert a sum owing hereunder by any Borrower to any party hereto or any holder of the obligations of such Borrower hereunder
into another currency, such Borrower agrees, to the fullest extent that it may effectively do so, that the rate of exchange used shall be
that at which in accordance with normal banking procedures in the relevant jurisdiction such party or holder could purchase Dollars
with such other currency for Dollars on the Banking Day immediately preceding the day on which final judgment is given.
(b) The obligations of each Borrower in respect of any sum due to any party hereto or any holder of the obligations
owing hereunder (the “Applicable Creditor”) shall, notwithstanding any judgment in a currency (the “Judgment Currency”) other than
Dollars, be discharged only to the extent that, on the Banking Day following receipt by the Applicable Creditor of any sum adjudged
to be so due in the Judgment Currency, the Applicable Creditor may in accordance with normal banking procedures in the relevant
jurisdiction purchase Dollars with the Judgment Currency; if the amount of Dollars so purchased is less than the sum originally due to
the Applicable Creditor in Dollars, such Borrower agrees, as a separate obligation and notwithstanding any such judgment, to
indemnify the Applicable Creditor against such loss, provided, that if the amount of Dollars so purchased exceeds the sum originally
due to the Applicable Creditor, the Applicable Creditor agrees to remit such excess to such Borrower. The obligations of the
Borrowers contained in this Section 11.18 shall survive the termination of this Agreement and the payment of all other amounts owing
hereunder.
11.19

Acknowledgements. Each Borrower hereby acknowledges that:
(a) it has been advised by counsel in the negotiation, execution and delivery of this Agreement;

(b) neither the Administrative Agent nor any Lender has any fiduciary relationship with or duty to any
Borrower arising out of or in connection with this Agreement, and the relationship between Administrative Agent
and Lenders, on one hand, and the Borrowers, on the other hand, in connection herewith or therewith is solely that
of debtor and creditor; and
(c) no joint venture is created hereby or otherwise exists by virtue of the transactions contemplated hereby
among the Lenders or among the Borrowers and the Lenders.
11.20 WAIVERS OF JURY TRIAL. EACH OF THE BORROWERS, THE ADMINISTRATIVE AGENT
AND THE LENDERS HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES TRIAL BY JURY IN ANY
LEGAL ACTION OR PROCEEDING RELATING TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY AND FOR ANY COUNTERCLAIM THEREIN.
11.21 Confidentiality. Each Lender agrees to keep confidential any written or oral information (a) provided to it
by or on behalf of any Borrower or any of its Subsidiaries pursuant to or in connection with this Agreement or (b) obtained by such
Lender based on a review of the books and records of any Borrower or any of its Subsidiaries; provided that nothing herein shall
prevent any Lender
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from disclosing any such information (i) to the Administrative Agent or any other Lender, (ii) to any Transferee or prospective
Transferee or any swap counterparty so long as delivery of such information is made subject to the requirement that such information
be kept confidential in the manner contemplated by this Section 11.21, (iii) to its employees or affiliates involved in the administration
of this Agreement, directors, agents, attorneys, accountants and other professional advisors (each of which shall be instructed to hold
the same in confidence), (iv) upon the request or demand of any Governmental Authority having jurisdiction over such Lender, (v) in
response to any order of any court or other Governmental Authority or as may otherwise be required pursuant to any Requirement of
Law, (vi) which has been publicly disclosed other than in breach of this Agreement, (vii) in connection with the exercise of any
remedy hereunder, (viii) to any credit insurance provider relating to any Borrower and its obligations or any rating agency when
required by it, provided that, prior to any disclosure, such credit insurance provider or rating agency shall agree in writing to preserve
the confidentiality of any confidential information relating to the Borrowers received by it, (ix) to the CUSIP Service Bureau or any
similar agency in connection with the issuance and monitoring of CUSIP numbers with respect to the Loans, provided that, prior to
any disclosure, the CUSIP Service Bureau or such similar agency shall agree in writing to preserve the confidentiality of any
confidential information relating to the Borrowers received by it, or (x) if IBM has consented to such disclosure in writing in its sole
discretion. It is understood and agreed that IBM, IBMCLLC, their Subsidiaries and their respective affiliates may rely upon this
Section 11.21 for any purpose, including without limitation to comply with Regulation FD promulgated by the SEC.
11.22 Binding Effect. This Agreement shall be binding upon and inure to the benefit of the Borrowers, the
Lenders, the Administrative Agent, all future permitted holders of the obligations hereunder and their respective successors and
permitted assigns, except that no Borrower may assign or transfer any of its rights or obligations under this Agreement without the
prior written consent of each Lender.
11.23 Incremental Revolving Credit Commitments. (a) IBM, IBMCLLC and any one or more Lenders
(including New Lenders) may from time to time agree that such Lenders shall provide incremental Revolving Credit Commitments by
executing and delivering to the Administrative Agent one or more Incremental Commitment Supplements or, in the case of New
Lenders, New Lender Supplements.
(b)
Any additional bank, financial institution or other entity which is not already a Lender, with the consent of
IBM, IBMCLLC and the Administrative Agent (which consent, in the case of the Administrative Agent, shall not be unreasonably
withheld), can elect to become a party to this Agreement and obtain a Revolving Credit Commitment; such party shall execute a New
Lender Supplement (each, a “New Lender Supplement”) with IBM, IBMCLLC and the Administrative Agent, substantially in the form
of Exhibit D-1, whereupon such bank, financial institution or other entity (herein called a “New Lender”) shall become a Lender for all
purposes and to the same extent as if originally a party hereto and shall be bound by and entitled to the benefits of this Agreement.
(c)
Any Lender (other than any New Lender) which agrees to provide an incremental Revolving Credit
Commitment pursuant to this Section 11.23 shall execute an Incremental Commitment Supplement (each, an “Incremental
Commitment Supplement”) with IBM, IBMCLLC and the Administrative Agent, substantially in the form of Exhibit D-2, whereupon
such Lender shall be bound by and entitled to the benefits of this Agreement with respect to the incremental Revolving Credit
Commitment specified therein, and Schedule 1.1 shall be deemed to be amended to reflect such incremental Revolving Credit
Commitment.
(d)
If, on the date upon which any Lender (including any New Lender) provides an incremental Revolving
Credit Commitment pursuant to this Section 11.23, there is an unpaid principal
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amount of Revolving Credit Loans, IBM and IBMCLLC shall borrow Revolving Credit Loans from such Lender in an amount
determined by reference to the amount of each Type of Revolving Credit Loan (and, in the case of Eurodollar Loans or EURIBOR
Loans, of each Eurodollar Tranche or EURIBOR Tranche, respectively) which would then have been outstanding from such Lender if
(i) each such Type or Eurodollar Tranche had been borrowed on the date such Lender’s incremental Revolving Credit Commitment
was provided, in each case after giving effect thereto and (ii) the aggregate amount of each such Type or Eurodollar Tranche or
EURIBOR Tranche requested to be so borrowed had been increased to the extent necessary to give effect, with respect to such Lender,
to the borrowing allocation provisions of Section 2.2. Any Eurodollar Loan or EURIBOR Loan borrowed pursuant to the preceding
sentence shall bear interest at a rate equal to the respective interest rates then applicable to the Eurodollar Loans or EURIBOR Loans,
as applicable, of the other Lenders in the same Eurodollar Tranche or EURIBOR Tranche, as applicable.
(e)
Notwithstanding anything to the contrary in this Section 11.23, (i) the aggregate amount of incremental
Revolving Credit Commitments provided pursuant to this Section 11.23 shall not exceed $500,000,000 and (ii) no Lender shall have
any obligation to provide an incremental Revolving Credit Commitment unless it agrees to do so in its sole discretion.
11.24 USA PATRIOT Act. Each Lender hereby notifies the Borrowers that pursuant to the requirements of the
USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)) (the “Act”), it is required to obtain, verify and record
information that identifies the Borrowers, which information includes the name and address of the Borrowers and other information
that will allow such Lender to identify the Borrowers in accordance with the Act.
11.25 No Fiduciary Duty, etc. (a) Each Borrower acknowledges and agrees that (i) no fiduciary, advisory or
agency relationship between any Borrower and the Lender Parties is intended to be or has been created in respect of any of the
transactions contemplated by this Agreement, irrespective of whether the Lender Parties have advised or are advising any Borrower on
other matters, and each Borrower waives, to the fullest extent permitted by law, any claims it may have against the Lender Parties for
breach of fiduciary duty or alleged breach of fiduciary duty in respect of any of the transactions contemplated by this Agreement, and
agrees that the Lender Parties will have no liability (whether direct or indirect) to any Borrower in respect of such a fiduciary duty
claim in respect of any of the transactions contemplated by this Agreement, (ii) the Lender Parties, on the one hand, and each
Borrower, on the other hand, have an arm’s length business relationship that does not directly or indirectly give rise to, nor does any
Borrower rely on, any fiduciary duty to any Borrower or its affiliates on the part of the Lender Parties, (iii) each Borrower is capable
of evaluating and understanding, and it understands and accepts, the terms, risks and conditions of the transactions contemplated by
this Agreement, (iv) each Borrower has been advised that the Lender Parties are engaged in a broad range of transactions that may
involve interests that differ from any Borrower’s interests and that the Lender Parties have no obligation to disclose such interests and
transactions to any Borrower, (v) each Borrower has consulted its own legal, accounting, regulatory and tax advisors to the extent it
has deemed appropriate, (vi) each Lender Party has been, is, and will be acting solely as a principal and, except as otherwise expressly
agreed in writing by it and the relevant parties, has not been, is not, and will not be acting as an advisor, agent or fiduciary for any
Borrower, any of its affiliates or any other Person or entity and (vii) none of the Lender Parties has any obligation to any Borrower or
its affiliates with respect to the transactions contemplated hereby except those obligations expressly set forth herein or in any other
express writing executed and delivered by such Lender Party and such Borrower or any such affiliate.
(b)
None of the Lender Parties shall have or be deemed to have a fiduciary relationship with any other Lender
Party. The Lender Parties are not partners or co-venturers, and no
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Lender Party shall be liable for the acts or omissions of, or (except as otherwise set forth herein in the case of the Administrative
Agent) authorized to act for, any other Lender Party.
11.26 EU Bail-In. Notwithstanding anything to the contrary in this Agreement or in any other agreement,
arrangement or understanding among any such parties, each party hereto acknowledges that any liability of any Lender deemed to be
an EEA Financial Institution arising under this Agreement may be subject to the write-down and conversion powers of an EEA
Resolution Authority and agrees and consents to, and acknowledges and agrees to be bound by:
(a) the application of any Write-Down and Conversion Powers by an EEA Resolution Authority to any such
liabilities arising hereunder which may be payable to it by any party hereto that is an EEA Financial Institution; and
(b) the effects of any Bail-In Action on any such liability, including, if applicable:
(i) a reduction in full or in part or cancellation of any such liability;
(ii) a conversion of all, or a portion of, such liability into shares or other instruments of ownership in such
EEA Financial Institution, its parent entity, or a bridge institution that may be issued to it or otherwise conferred on
it, and that such shares or other instruments of ownership will be accepted by it in lieu of any rights with respect to
any such liability under this Agreement; or
(iii) the variation of the terms of such liability in connection with the exercise of the Write-Down and
Conversion Powers of any EEA Resolution Authority.
54

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed and delivered by their
proper and duly authorized officers as of the day and year first above written.
International Business Machines Corporation
By:
/s/ Simon J. Beaumont
Name: Simon J. Beaumont
Title: Vice President, Tax and Treasurer
IBM Credit LLC
By:
/s/ Elizabeth Barzelatto
Name: Elizabeth Barzelatto
Title: Treasurer
JPMorgan Chase Bank, N.A.,
as Administrative Agent and Lender
By:
/s/ Peter Thauer
Name: Peter Thauer
Title: Managing Director
BNP Paribas
By:
/s/ Brendan Heneghan
Name: Brendan Heneghan
Title: Director
By:
/s/ Ade Adedeji
Name: Ade Adedeji
Title: Vice President
Citibank, N.A.
By:
/s/ Susan M. Olsen
Name: Susan M. Olsen
Title: Vice President
Royal Bank of Canada
By:
/s/ Mark Gronich
Name: Mark Gronich
Title: Authorized Signatory
Mizuho Bank, Ltd.
By:
/s/ Daniel Guevara
Name: Daniel Guevara
Title: Authorized Signatory
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Bank of America, N.A., as Lender
By:
/s/ Christopher G. Fallone
Name: Christopher G. Fallone
Title: Associate
Barclays Bank PLC
By:
/s/ Christopher M. Aitkin
Name: Christopher M. Aitkin
Title: Assistant Vice President
Deutsche Bank AG New York Branch
By:
/s/ Ming K. Chu
Name: Ming K. Chu
Title: Director
By:
/s/ Virginia Cosenza
Name: Virginia Cosenza
Title: Vice President
HSBC Bank USA, National Association
By:
/s/ Jonathan Yip
Name: Jonathan Yip
Title: Vice President
Societe Generale
By:
/s/ Paul Dalle-Molle
Name: Paul Dalle-Molle
Title: Managing Director
Wells Fargo Bank N.A.
By:
/s/ Sid Khanolkar
Name: Sid Khanolkar
Title: Director
Banco Santander, S.A.
By:
/s/ Alejandro Zala
Name: Alejandro Zala
Title: Associate
By:
/s/ Paloma Garcia
Name: Paloma Garcia
Title: Vice President
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Commerzbank AG, New York Branch
By:
/s/ Scott Webster
Name: Scott Webster
Title: Director
By:
/s/ Jonas Ryan
Name: Jonas Ryan
Title: Associate
Credit Suisse AG, Cayman Islands Branch
By:
/s/ Christopher Day
Name: Christopher Day
Title: Authorized Signatory
By:
/s/ Tino Schaufelberger
Name: Tino Schaufelberger
Title: Authorized Signatory
Goldman Sachs Bank USA
By:
/s/ Ryan Durkin
Name: Ryan Durkin
Title: Authorized Signatory
ING Bank N.V., Dublin Branch
By:
/s/ Padraig Matthews
Name: Padraig Matthews
Title: Director
By:
/s/ Ciaran Dunne
Name: Ciaran Dunne
Title: Director
Sumitomo Mitsui Banking Corp.
By:
/s/ James D. Weinstein
Name: James D. Weinstein
Title: Managing Director
The Bank of Tokyo-Mitsubishi UFJ, LTD.
By:
/s/ Lillian Kim
Name: Lillian Kim
Title: Director
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U.S. Bank National Association
By:
/s/ Paul F. Johnson
Name: Paul F. Johnson
Title: Vice President
Unicredit Bank AG, New York Branch
By:
/s/ Kimberly Sousa
Name: Kimberly Sousa
Title: Managing Director
By:
/s/ Eleni Athanasatos
Name: Eleni Athanasatos
Title: Associate Director
Australia and New Zealand Banking Group Limited
By:
/s/ Robert Grillo
Name: Robert Grillo
Title: Director
Bank of China, New York Branch
By:
/s/ Raymond Qiao
Name: Raymond Qiao
Title: Managing Director
DBS Bank Ltd.
By:
/s/ Loy Hwee Chuan
Name: Loy Hwee Chuan
Title: Vice President
PNC Bank, National Association
By:
/s/ Michael Richards
Name: Michael Richards
Title: SVP and Managing Director
Standard Chartered Bank
By:
/s/ Daniel Mattern
Name: Daniel Mattern
Title: Associate Director
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The Toronto-Dominion Bank, New York Branch
By:
/s/ Annie Dorval
Name: Annie Dorval
Title: Authorized Signatory
Banco Bilbao Vizcaya Argentaria, S.A., New York Branch
By:
/s/ Brian Crowley
Name: Brian Crowley
Title: Managing Director
By:
/s/ Cara Younger
Name: Cara Younger
Title: Director
Banco Bradesco S.A., New York Branch
By:
/s/ Adrian A.G. Costa
Name: Adrian A. G. Costa
Title: Manager
By:
/s/ Mauro Lopes
Name: Mauro Lopes
Title: Manager
Canadian Imperial Bank of Commerce, New York Branch
By:
/s/ Robert Robin
Name: Robert Robin
Title: Authorized Signatory
By:
/s/ Melissa Brown
Name: Melissa Brown
Title: Authorized Signatory
Danske Bank A/S
By:
/s/ Merete Ryvald
Name: Merete Ryvald
Title: Chief Loan Manager
By:
/s/ Gert Carstens
Name: Gert Carstens
Title: Senior Loan Manager
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Industrial and Commercial Bank of China Limited,
New York Branch
By:
/s/ Yuanyuan Peng
Name: Yuanyuan Peng
Title: Vice President
By:
/s/ Dayi Liu
Name: Dayi Liu
Title: Director
Lloyds Bank plc
By:
/s/ Daven Popat
Name: Daven Popat
Title: Senior Vice President
By:
/s/ Erin Walsh
Name: Erin Walsh
Title: Assistant Vice President
Raiffeisen Bank International AG
By:
/s/ J. Geberth
Name: J. Geberth
Title: Executive Director
By:
/s/ Natalie Egger-Grunicke
Name: Natalie Egger-Grunicke
Title: Director
The Northern Trust Company
By:
/s/ Sophia Love
Name: Sophia Love
Title: Senior Vice President
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SCHEDULE 1.1 TO
364-DAY CREDIT AGREEMENT
Revolving Credit
Commitment

JPMorgan Chase Bank, N.A.
Citibank, N.A.
BNP Paribas
Royal Bank of Canada
Mizuho Bank, Ltd.
Bank of America, N.A.
Barclays Bank PLC
Deutsche Bank AG New York Branch
HSBC Bank USA, National Association
Societe Generale
Wells Fargo Bank N.A.
The Bank of Tokyo-Mitsubishi UFJ, LTD.
Commerzbank AG, New York Branch
Credit Suisse AG, Cayman Islands Branch
Goldman Sachs Bank USA
ING Bank N.V., Dublin Branch
Banco Santander, S.A.
U.S. Bank National Association
UniCredit Bank AG, New York Branch
Sumitomo Mitsui Banking Corp.
Bank of China, New York Branch
Australia and New Zealand Banking Group Limited
PNC Bank, National Association
Standard Chartered Bank
The Toronto-Dominion Bank, New York
Banco Bradesco S.A., New York Branch
Banco Bilbao Vizcaya Argentaria, S.A. New York Branch
Canadian Imperial Bank of Commerce, New York Branch
Danske Bank A/S
Industrial and Commercial Bank of China Limited, New York Branch
Lloyds Bank plc
The Northern Trust Company
Raiffeisen Bank International AG
DBS Bank Ltd.
Total:
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$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

150,000,000
150,000,000
150,000,000
150,000,000
125,000,000
100,000,000
100,000,000
100,000,000
100,000,000
100,000,000
100,000,000
75,000,000
75,000,000
75,000,000
75,000,000
75,000,000
75,000,000
75,000,000
75,000,000
75,000,000
50,000,000
50,000,000
50,000,000
50,000,000
50,000,000
25,000,000
25,000,000
25,000,000
25,000,000
25,000,000
25,000,000
25,000,000
25,000,000
50,000,000
2,500,000,000

SCHEDULE 6.2(c) TO
364-DAY CREDIT AGREEMENT
[FORM OF COMPLIANCE CERTIFICATE]
COMPLIANCE CERTIFICATE
[For the Fiscal Quarter ending

, 20 ]

[For the Fiscal Year ending

, 20 ]

Pursuant to Section 6.2(c) of the 364-Day Credit Agreement, dated as of July 20, 2017 (as amended, supplemented
or otherwise modified from time to time, the “Credit Agreement”; terms defined therein being used herein as therein defined unless
otherwise defined herein), among International Business Machines Corporation (“IBM”) and its Subsidiary IBM Credit LLC
(“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the Lenders parties thereto, JPMorgan Chase Bank,
N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named therein, the undersigned, the duly
elected, qualified and acting Responsible Officer of [IBM][IBMCLLC], hereby certifies that:
1.
During the period of four consecutive fiscal quarters ended on
obtained no knowledge of any Default or Event of Default except as follows:
.

, 20 , such Responsible Officer has

[The financial statements referred to in Section 6.2(b) of the Credit Agreement which are delivered concurrently
with the delivery of this Compliance Certificate fairly present the financial position, results of operations, cash flows and changes in
stockholders’ equity of IBM and its Subsidiaries or the financial position, results of operations, cash flows and changes in members’
interest of IBMCLLC and its Subsidiaries, as applicable, in accordance with GAAP, subject to normal year-end audit adjustments
which are not expected to be material in amount.]
(b)
The covenant calculations set forth below are based on IBM’s [unaudited][audited] balance sheet and
statements of earnings, cash flows and stockholders’ equity for the fiscal [quarter][year] ended
, 20 , and IBMCLLC’s
[unaudited][audited] balance sheet and statements of earnings, cash flows and members’ interest for the fiscal [quarter][year] ended
, 20 , as applicable, copies of which are attached hereto.
Insert only in Compliance Certificates accompanying financial statements delivered pursuant to Section 6.2(b) of the Credit
Agreement.

1.

Consolidated Net Interest Expense Ratio (Section 7.4(a))
The ratio of
1.

the difference between
1. the sum of
(1)

earnings before income taxes of IBM and its consolidated Subsidiaries for
the period of four consecutive fiscal quarters ended on the date referred to
in paragraph (b) above, excluding gains or losses from the divestiture or
sale of a business
(2) Consolidated Net Interest Expense (to the extent deducted in arriving at
earnings before income taxes)
(3) depreciation expense (to the extent deducted in arriving at earnings before
income taxes)
(4) amortization expense (to the extent deducted in arriving at earnings before
income taxes)
(5) restructuring charges made after the Effective Date (to the extent deducted
in arriving at earnings before income taxes)
Total of (1), (2), (3), (4) and (5) above

$
$
$
$
$
$

and
2.

the sum of
(1)
(2)

(3)

cash payments made during such period in respect of restructuring charges
made after the Effective Date
payments made during such period for plant, rental machines and other
property excluding acquisitions of businesses (net of proceeds received
during such period from dispositions of plant, rental machines and other
property investment excluding divestitures or sales of businesses)
investment in software for such period

$

$
$

Total of (1), (2) and (3) above

$

equals
3.

Consolidated Adjusted Cash Flow
(A. minus B.)

$

to
(ii) the difference between
A.

total interest cost of IBM and its Subsidiaries for such period

$

interest income of IBM and its Subsidiaries for such period

$

Consolidated Net Interest Expense

$

and
B.
equals
C.
(iii)

the Consolidated Net Interest Expense Ratio (Ratio of Consolidated Adjusted Cash Flow (i)(C.) to
Consolidated Net Interest Expense (ii)(C.))

: 1.00

2. IBMCLLC Consolidated Tangible Net Worth (Section 7.4(b))
1.

The sum of
(1)

2.

The total assets appearing on the consolidated statement of financial position of
IBMCLLC and its Subsidiaries most recently delivered to the Administrative Agent

$

all liabilities as shown on such statement

$

minus
(1)
and
(2)

intangible assets, (net of any applicable reserves) as shown on or

reflected in such statement, to include:

3.

(i) all trade names, trademarks, licenses, patents, copyrights and goodwill;

$

(ii) organizational and development costs;

$

(iii) deferred charges (other than prepaid items such as insurance, taxes, interest,
commissions, rents and similar items and tangible assets being amortized);

$

(iv) unamortized debt discount and expense, less unamortized premium.

$

equals
Consolidated Tangible Net Worth

$

3. IBMCLLC Leverage Ratio (Section 7.4(c))
Equals
: 1.00
For a more detailed calculation of such ratio, please refer to
(1)
IBMCLLC’s “Debt-to-Equity Ratio” as reported in IBMCLLC’s periodic report (10Q or 10-K, as the case may be) covering such fiscal quarter
OR

prior to the first filing of any such periodic report

(2)

As reported in, and calculated in the manner set forth in the section titled
“Management Discussion and Analysis of Results of Operation and Financial
Condition” of the IBMCLLC Form 10.

IN WITNESS WHEREOF, the undersigned has hereto set his name.
Dated:

, 20

Title: [Responsible Officer
of IBM] [[Responsible Officer
of IBMCLLC]

EXHIBIT A TO
364-DAY CREDIT AGREEMENT
[FORM OF CLOSING CERTIFICATE]
Pursuant to Section 5.1(b) of the 364-Day Credit Agreement, dated as of July 20, 2017 (as amended, supplemented
or otherwise modified from time to time, the “Credit Agreement”; terms defined therein being used herein as therein defined unless
otherwise defined herein), among International Business Machines Corporation (“IBM”) and its Subsidiary IBM Credit LLC
(“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the Lenders parties thereto, JPMorgan Chase Bank,
N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named therein, the undersigned [
], a
Responsible Officer of [IBM][IBMCLLC], hereby certifies as follows:
1.
The representations and warranties of [IBM][IBMCLLC] contained in the Credit Agreement or in any
certificate, document or financial or other statement furnished by or on behalf of [IBM][IBMCLLC] pursuant to or in
connection with the Credit Agreement are true and correct in all material respects on and as of the date hereof with the same
effect as if made on the date hereof except for representations and warranties stated to relate to a specific earlier date, in
which case such representations and warranties were true and correct in all material respects as of such earlier date;
2.
No Default or Event of Default has occurred and is continuing as of the date hereof or after giving effect
to any Loans to be made on the date hereof;
3.
is and at all times since
20 , has been the duly elected and qualified [Assistant]
Secretary of [IBM][IBMCLLC] and the signature set forth on the signature line for such officer below is such officer’s true
and genuine signature;
and the undersigned [Assistant] Secretary of [IBM][IBMCLLC] hereby certifies as follows:
4.
There are no liquidation or dissolution proceedings pending or to my knowledge threatened against [IBM]
[IBMCLLC], nor to my knowledge has any other event occurred affecting or threatening the corporate existence of [IBM]
[IBMCLLC];
[

5.
];

[IBM][IBMCLLC]is a corporation duly organized, validly existing and in good standing under the laws of

6.
Attached hereto as Exhibit A is a complete and correct copy of resolutions duly adopted by the Board of
Directors (or a duly authorized committee thereof) of [IBM][IBMCLLC] on
, 20 ; such resolutions have not in any way
been amended, modified, revoked or rescinded and have been in full force and effect since their adoption to and including the
date hereof and are now in full force and effect; such

resolutions are the only corporate proceedings of [IBM][IBMCLLC]now in force relating to or affecting the matters referred
to therein;
7.
Attached hereto as Exhibit B is a complete and correct copy of the [by-laws][limited liability agreement]
[operating agreement] of [IBM][IBMCLLC]as in effect at all times since
, 20 to and including the date hereof;
and attached hereto as Exhibit C is a true and complete copy of the [certificate of incorporation][articles of incorporation] of
[IBM][IBMCLLC]as in effect at all times since
, 20 to and including the date hereof; and
8.
The following persons are now duly elected and qualified officers of [IBM][IBMCLLC] holding the
offices indicated next to their respective names below, and such officers have held such offices with [IBM][IBMCLLC]at all
times since
, 20 to and including the date hereof, and the signatures appearing opposite their respective names
below are the true and genuine signatures of such officers, and each of such officers is duly authorized to execute and deliver
on behalf of [IBM][IBMCLLC]the Credit Agreement and any certificate or other document to be delivered by [IBM]
[IBMCLLC]pursuant to the Credit Agreement:
Name

Office

[

Signature

]

[Assistant] Secretary
IN WITNESS WHEREOF, the undersigned have hereto set our names
Title: [
Date:

]

Title: [Assistant] Secretary
, 20
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EXHIBIT B TO
364-DAY CREDIT AGREEMENT
[FORM OF ASSIGNMENT AND ASSUMPTION]
This Assignment and Assumption (the “Assignment and Assumption”) is dated as of the Effective Date set forth below and is entered
into between the Assignor named below (the “Assignor”) and the Assignee named below (the “Assignee”). Capitalized terms used but
not defined herein shall have the meanings given to them in the Credit Agreement identified below (as amended, the “Credit
Agreement”), receipt of a copy of which is hereby acknowledged by the Assignee. The Standard Terms and Conditions set forth in
Annex 1 attached hereto are hereby agreed to and incorporated herein by reference and made a part of this Assignment and
Assumption as if set forth herein in full.
For an agreed consideration, the Assignor hereby irrevocably sells and assigns to the Assignee, and the Assignee
hereby irrevocably purchases and assumes from the Assignor, subject to and in accordance with the Standard Terms and Conditions
and the Credit Agreement, as of the Effective Date inserted by the Administrative Agent below (i) all of the Assignor’s rights and
obligations in its capacity as a Lender under the Credit Agreement and any other documents or instruments delivered pursuant thereto
to the extent related to the amount and percentage interest identified below of all of such outstanding rights and obligations of the
Assignor under the respective facilities identified below and (ii) to the extent permitted to be assigned under applicable law, all claims,
suits, causes of action and any other right of the Assignor (in its capacity as a Lender) against any Person, whether known or
unknown, arising under or in connection with the Credit Agreement, any other documents or instruments delivered pursuant thereto or
the loan transactions governed thereby or in any way based on or related to any of the foregoing, including contract claims, tort
claims, malpractice claims, statutory claims and all other claims at law or in equity related to the rights and obligations sold and
assigned pursuant to clause (i) above (the rights and obligations sold and assigned pursuant to clauses (i) and (ii) above being referred
to herein collectively as the “Assigned Interest”). Such sale and assignment is without recourse to the Assignor and, except as
expressly provided in this Assignment and Assumption, without representation or warranty by the Assignor.
1.

Assignor:

2.

Assignee:

3.

Borrower(s):

(1) Select as applicable.

[and is an Affiliate/Approved Fund of [identify Lender](1)]

4.

Administrative Agent: JPMorgan Chase Bank, N.A., as administrative agent under the Credit Agreement

5.

Credit Agreement:

364-Day Credit Agreement, dated as of July 20, 2017, International Business Machines Corporation, a
New York corporation and its Subsidiary IBM Credit LLC, the Lenders parties thereto, JPMorgan
Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents
named therein
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6.

Assigned Interest:
Aggregate Amount of
Commitment/Loans
for all Lenders

Facility Assigned(2)

$
$
$

Amount of
Commitment/Loans
Assigned

Percentage Assigned
of
Commitment/Loans(3)

$
$
$

%
%
%

Effective Date:
, 20 [TO BE INSERTED BY ADMINISTRATIVE AGENT AND WHICH SHALL BE THE EFFECTIVE
DATE OF RECORDATION OF TRANSFER IN THE REGISTER THEREFOR.]
The Assignee agrees to deliver to the Administrative Agent a completed administrative questionnaire in which the Assignee
designates one or more credit contacts to whom all syndicate-level information (which may contain material non-public information
about the Borrowers and their affiliates or their respective securities) will be made available and who may receive such information in
accordance with the Assignee’s compliance procedures and applicable laws, including Federal and state securities laws.
The terms set forth in this Assignment and Assumption are hereby agreed to:
ASSIGNOR
NAME OF ASSIGNOR
By:
Title:
ASSIGNEE
NAME OF ASSIGNEE
By:
Title:
(2) Fill in the appropriate terminology for the types of facilities under the Credit Agreement that are being assigned under this
Assignment (e.g. “Revolving Credit Commitment,”).
(3) Set forth, to at least 9 decimals, as a percentage of the Commitment/Loans of all Lenders.
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Consented To:
INTERNATIONAL BUSINESS MACHINES CORPORATION
By:
Name:
Title:
IBM CREDIT LLC
By:
Name:
Title:
JPMORGAN CHASE BANK, N.A., as Administrative Agent
By:
Name:
Title:
[Consents required only to the extent expressly provided for in Section 11.8
of the Credit Agreement.]
Accepted for Recordation in the Register:
JPMORGAN CHASE BANK, N.A., as Administrative
Agent
By:
Name:
Title:
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ANNEX 1
364-Day Credit Agreement, dated as of July 20, 2017, among International Business Machines Corporation, a New York corporation
and its Subsidiary IBM Credit LLC, the Lenders parties thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the
Syndication Agents and Documentation Agents named therein
STANDARD TERMS AND CONDITIONS FOR
ASSIGNMENT AND ASSUMPTION
1. Representations and Warranties.
1.1 Assignor. The Assignor (a) represents and warrants that (i) it is the legal and beneficial owner of the Assigned
Interest, (ii) the Assigned Interest is free and clear of any lien, encumbrance or other adverse claim and (iii) it has full power and
authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the
transactions contemplated hereby and (b) assumes no responsibility with respect to (i) any statements, warranties or representations
made in or in connection with the Credit Agreement, (ii) the execution, legality, validity, enforceability, genuineness, sufficiency or
value of the Credit Agreement (iii) the financial condition of the Borrowers, any of their Subsidiaries or affiliates or any other Person
obligated in respect of the Credit Agreement or (iv) the performance or observance by the Borrowers, any of their Subsidiaries or
affiliates or any other Person of any of their respective obligations under the Credit Agreement.
1.2. Assignee. The Assignee (a) represents and warrants that (i) it has full power and authority, and has taken all
action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby
and to become a Lender under the Credit Agreement, (ii) it satisfies the requirements, if any, specified in the Credit Agreement that
are required to be satisfied by it in order to acquire the Assigned Interest and become a Lender, (iii) from and after the Effective Date,
it shall be bound by the provisions of the Credit Agreement as a Lender thereunder and, to the extent of the Assigned Interest, shall
have the obligations of a Lender thereunder, (iv) it has received a copy of the Credit Agreement, together with copies of the most
recent financial statements delivered pursuant to Section 4.5 thereof, and such other documents and information as it has deemed
appropriate to make its own credit analysis and decision to enter into this Assignment and Assumption and to purchase the Assigned
Interest on the basis of which it has made such analysis and decision independently and without reliance on the Administrative Agent
or any other Lender and (v) if it is a Non-U.S. Lender, attached to the Assignment and Assumption is any documentation required to
be delivered by it pursuant to the terms of the Credit Agreement, duly completed and executed by the Assignee and (b) agrees that
(i) it will, independently and without reliance on the Administrative Agent, the Assignor or any other Lender, and based on such
documents and information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not taking
action under the Credit Agreement and (ii) it will perform in accordance with their terms all of the obligations which by the terms of
the Credit Agreement are required to be performed by it as a Lender.
2. Payments. From and after the Effective Date, the Administrative Agent shall make all payments in respect of
the Assigned Interest (including payments of principal, interest, fees and other amounts) to the Assignor for amounts which have
accrued to but excluding the Effective Date and to the Assignee for amounts which have accrued from and after the Effective Date.

3. General Provisions. This Assignment and Assumption shall be binding upon, and inure to the benefit of, the
parties hereto and their respective successors and assigns. This Assignment and Assumption may be executed in any number of
counterparts, which together shall constitute one instrument. Delivery of an executed counterpart of a signature page of this
Assignment and Assumption by email or telecopy shall be effective as delivery of a manually executed counterpart of this Assignment
and Assumption. This Assignment and Assumption shall be governed by, and construed in accordance with, the law of the State of
New York.
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EXHIBIT C TO
364-DAY CREDIT AGREEMENT
[FORM OF REVOLVING CREDIT LOAN PROMISSORY NOTE]
REVOLVING CREDIT LOAN PROMISSORY NOTE
$

New York, New York
, 20

FOR VALUE RECEIVED, the undersigned, [NAME OF BORROWER], a
corporation (the “Borrower”),
hereby unconditionally promises to pay to the order of [NAME OF LENDER] (the “Lender”) at the office of JPMorgan Chase Bank,
N.A. (together with its successors in such capacity, the “Administrative Agent”), located at 383 Madison Avenue, 24th Floor, New
York, New York 10179, in lawful money of the United States of America and in immediately available funds, on the Termination
Date the principal amount of (a) [AMOUNT IN WORDS] DOLLARS ($ ), or, if less, (b) the aggregate unpaid principal amount of
all Revolving Credit Loans made by the Lender to the Borrower pursuant to Section 2.1 of the Credit Agreement, as hereinafter
defined. The Borrower further agrees to pay interest in like money at such office on the unpaid principal amount hereof from time to
time outstanding at the rates and on the dates specified in Section 2.10 of such Credit Agreement.
The holder of this promissory note is authorized to endorse on the schedules annexed hereto and made a part hereof
or on a continuation thereof which shall be attached hereto and made a part hereof the date, Type and amount of each Revolving
Credit Loan made pursuant to the Credit Agreement and the date and amount of each payment or prepayment of principal thereof,
each continuation thereof, each conversion of all or a portion thereof to another Type and, in the case of Eurodollar Loans, the length
of each Interest Period with respect thereto. Each such endorsement shall constitute prima facie evidence of the accuracy of the
information endorsed. The failure to make any such endorsement or any error in such endorsement shall not affect the obligations of
the Borrower in respect of any Revolving Credit Loan.
This promissory note (a) has been issued pursuant to Section 11.9(c) of the 364-Day Credit Agreement, dated as of
July 20, 2017 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among International
Business Machines Corporation (“IBM”) and its Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and
together the “Borrowers”), the Lenders parties thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication
Agents and Documentation Agents named therein, (b) is subject to the provisions of the Credit Agreement and (c) is subject to
prepayment in whole or in part as provided in the Credit Agreement.
Upon the occurrence of any one or more of the Events of Default specified in the Credit Agreement, all amounts
then remaining unpaid on this promissory note shall become, or may be declared to be, immediately due and payable, all as provided
in the Credit Agreement.

All parties now and hereafter liable with respect to this promissory note, whether maker, principal, surety, guarantor,
endorser or otherwise, hereby waive presentment, demand, protest and all other notices of any kind.
Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings
given to them in the Credit Agreement.
THIS PROMISSORY NOTE SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN
ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK.
[NAME OF BORROWER]
By:
Title:
2

Schedule A
to Revolving Credit Note
LOANS, CONVERSIONS AND REPAYMENTS OF ABR LOANS

Date

Amount of ABR Loans

Amount
Converted to
ABR Loans

Amount of Principal of
ABR Loans Repaid

Amount of ABR Loans
Converted to
Eurodollar Loans

Unpaid Principal
Balance of ABR
Loans

Notation Made By

Schedule B
to Revolving Credit Note
LOANS, CONTINUATIONS, CONVERSIONS AND REPAYMENTS OF EURODOLLAR LOANS
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EXHIBIT D-1 TO
364-DAY CREDIT AGREEMENT
[FORM OF NEW LENDER SUPPLEMENT]
SUPPLEMENT, dated
, 20 , to the 364-Day Credit Agreement, dated as of July 20, 2017 as amended,
supplemented or otherwise modified from time to time, the “Credit Agreement”), among International Business Machines Corporation
(“IBM”) and its Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the
Lenders parties thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation
Agents named therein.
WITNESSETH:
WHEREAS, the Credit Agreement provides in Section 11.23(b) thereof that any bank, financial institution or other
entity, although not originally a party thereto, may become a party to the Credit Agreement with the consent of IBM, IBMCLLC and
the Administrative Agent (which consent, in the case of the Administrative Agent, shall not be unreasonably withheld) by executing
and delivering to IBM and the Administrative Agent a supplement to the Credit Agreement in substantially the form of this
Supplement; and
WHEREAS, the undersigned was not an original party to the Credit Agreement but now desires to become a party
thereto;
NOW, THEREFORE, the undersigned hereby agrees as follows:
1. The undersigned agrees to be bound by the provisions of the Credit Agreement, and agrees that it shall, on the
date this Supplement is accepted by IBM, IBMCLLC and the Administrative Agent, become a Lender for all purposes of the Credit
Agreement to the same extent as if originally a party thereto, with a Revolving Credit Commitment of $
.
2. The undersigned (a) represents and warrants that it is legally authorized to enter into this Supplement;
(b) confirms that it has received a copy of the Credit Agreement, together with copies of the financial statements delivered pursuant to
Section 4.5 thereof and such other documents and information as it has deemed appropriate to make its own credit analysis and
decision to enter into this Supplement; (c) agrees that it has made and will, independently and without reliance upon the
Administrative Agent or any other Lender and based on such documents and information as it shall deem appropriate at the time,
continue to make its own credit decisions in taking or not taking action under the Credit Agreement or any instrument or document
furnished pursuant hereto or thereto; (d) appoints and authorizes the Administrative Agent to take such action as administrative agent
on its behalf and to exercise such powers and discretion under the Credit Agreement or any instrument or document furnished
pursuant hereto or thereto as are delegated to the Administrative Agent by the terms thereof, together with such powers as are
incidental thereto; and (e) agrees that it will be bound by the

provisions of the Credit Agreement and will perform in accordance with its terms all the obligations which by the terms of the Credit
Agreement are required to be performed by it as a Lender including, without limitation, if it is organized under the laws of a
jurisdiction outside the United States, its obligation pursuant to Section 2.18(d) of the Credit Agreement.
3.

The undersigned’s address for notices for the purposes of the Credit Agreement is as follows:

4.

Terms defined in the Credit Agreement shall have their defined meanings when used herein.

IN WITNESS WHEREOF, the undersigned has caused this Supplement to be executed and delivered by a duly
authorized officer on the date first above written.
[INSERT NAME OF LENDER]
By:
Title:
Accepted this
, 20 .

day of

INTERNATIONAL BUSINESS MACHINES CORPORATION
By:
Title:
Accepted this
, 20 .

day of

IBM CREDIT LLC
By:
Title:
2

Accepted this
, 20 .

day of

JPMORGAN CHASE BANK, N.A., as Administrative Agent
By:
Title:
3

EXHIBIT D-2 TO
364-DAY CREDIT AGREEMENT
[FORM OF INCREMENTAL COMMITMENT SUPPLEMENT]
SUPPLEMENT, dated
, to the 364-Day Credit Agreement, dated as of July 20, 2017 as amended,
supplemented or otherwise modified from time to time, the “Credit Agreement”), among International Business Machines Corporation
(“IBM”) and its Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the
Lenders parties thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation
Agents named therein.
WITNESSETH:
WHEREAS, the Credit Agreement provides in Section 11.23(c) thereof that any Lender may increase the amount of
its Revolving Credit Commitment by executing and delivering to IBM, IBMCLLC and the Administrative Agent a supplement to the
Credit Agreement in substantially the form of this Supplement; and
WHEREAS, the undersigned now desires to increase the amount of its Revolving Credit Commitment under the
Credit Agreement;
NOW THEREFORE, the undersigned hereby agrees as follows:
1. The undersigned agrees, subject to the terms and conditions of the Credit Agreement, that on the date this
Supplement is accepted by IBM, IBMCLLC and the Administrative Agent it shall have its Revolving Credit Commitment increased
by $
, thereby making the amount of its Revolving Credit Commitment $
.
2.

Terms defined in the Credit Agreement shall have their defined meanings when used herein.

IN WITNESS WHEREOF, the undersigned has caused this Supplement to be executed and delivered by a duly authorized
officer on the date first above written.
[INSERT NAME OF LENDER]
By:
Title:
Accepted this
, 20 .

day of

INTERNATIONAL BUSINESS MACHINES CORPORATION
By:
Title:
Accepted this
, 20 .

day of

IBM CREDIT LLC
By:
Title:
Accepted this
, 20 .

day of

JPMORGAN CHASE BANK, N.A., as Administrative Agent
By:
Title:
2

EXHIBIT E-1 TO
364-DAY CREDIT AGREEMENT
[FORM OF U.S. TAX COMPLIANCE CERTIFICATE]
(For Non-U.S. Lenders That Are Not Partnerships For U.S. Federal Income Tax Purposes)
Reference is made to the to the 364-Day Credit Agreement, dated as of July 20, 2017 as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among International Business Machines Corporation (“IBM”) and its
Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the Lenders parties
thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named
therein.
Pursuant to the provisions of Section 2.18 of the Credit Agreement, the undersigned hereby certifies that (i) it is the
sole record and beneficial owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing
this certificate, (ii) it is not a bank within the meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a ten percent shareholder of
any Borrower within the meaning of Section 871(h)(3)(B) of the Code and (iv) it is not a controlled foreign corporation related to any
Borrower as described in Section 881(c)(3)(C) of the Code.
The undersigned has furnished the Administrative Agent, IBM and any Borrower with a certificate of its Non-U.S.
Lender status on IRS Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the undersigned agrees that (1) if the
information provided on this certificate changes, the undersigned shall promptly so inform any Borrower, IBM and the Administrative
Agent, and (2) the undersigned shall have at all times furnished any Borrower, IBM and the Administrative Agent with a properly
completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in
either of the two calendar years preceding such payments.
Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings
given to them in the Credit Agreement.
[NAME OF LENDER]
By:
Name:
Title:
Date:

, 20[ ]

EXHIBIT E-2 TO
364-DAY CREDIT AGREEMENT
[FORM OF U.S. TAX COMPLIANCE CERTIFICATE]
(For Foreign Participants That Are Not Partnerships For U.S. Federal Income Tax Purposes)
Reference is made to the to the 364-Day Credit Agreement, dated as of July 20, 2017 as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among International Business Machines Corporation (“IBM”) and its
Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the Lenders parties
thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named
therein.
Pursuant to the provisions of Section 2.18 of the Credit Agreement, the undersigned hereby certifies that (i) it is the
sole record and beneficial owner of the participation in respect of which it is providing this certificate, (ii) it is not a bank within the
meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a ten percent shareholder of any Borrower within the meaning of
Section 871(h)(3)(B) of the Code, and (iv) it is not a controlled foreign corporation related to any Borrower as described in
Section 881(c)(3)(C) of the Code.
The undersigned has furnished its participating Lender with a certificate of its Non-U.S. Lender status on IRS
Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the undersigned agrees that (1) if the information provided on
this certificate changes, the undersigned shall promptly so inform such Lender in writing, and (2) the undersigned shall have at all
times furnished such Lender with a properly completed and currently effective certificate in either the calendar year in which each
payment is to be made to the undersigned, or in either of the two calendar years preceding such payments.
Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings
given to them in the Credit Agreement.
[NAME OF PARTICIPANT]
By:
Name:
Title:
Date:

, 20[ ]

EXHIBIT E-3 TO
364-DAY CREDIT AGREEMENT
[FORM OF U.S. TAX COMPLIANCE CERTIFICATE]
(For Foreign Participants That Are Partnerships For U.S. Federal Income Tax Purposes)
Reference is made to the to the 364-Day Credit Agreement, dated as of July 20, 2017 as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among International Business Machines Corporation (“IBM”) and its
Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the Lenders parties
thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named
therein.
Pursuant to the provisions of Section 2.18 of the Credit Agreement, the undersigned hereby certifies that (i) it is the
sole record owner of the participation in respect of which it is providing this certificate, (ii) its direct or indirect partners/members are
the sole beneficial owners of such participation, (iii) with respect such participation, neither the undersigned nor any of its direct or
indirect partners/members is a bank extending credit pursuant to a loan agreement entered into in the ordinary course of its trade or
business within the meaning of Section 881(c)(3)(A) of the Code, (iv) none of its direct or indirect partners/members is a ten percent
shareholder of any Borrower within the meaning of Section 871(h)(3)(B) of the Code and (v) none of its direct or indirect
partners/members is a controlled foreign corporation related to any Borrower as described in Section 881(c)(3)(C) of the Code.
The undersigned has furnished its participating Lender with IRS Form W-8IMY accompanied by one of the
following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) a certificate of Non-U.S.
Lender status on IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W-8IMY accompanied by a certificate of Non-U.S.
Lender status on IRS Form W-8BEN or IRS Form W-8BEN-E from each of such partner’s/member’s beneficial owners that is
claiming the portfolio interest exemption. By executing this certificate, the undersigned agrees that (1) if the information provided on
this certificate changes, the undersigned shall promptly so inform such Lender and (2) the undersigned shall have at all times
furnished such Lender with a properly completed and currently effective certificate in either the calendar year in which each payment
is to be made to the undersigned, or in either of the two calendar years preceding such payments.
Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings
given to them in the Credit Agreement.
[NAME OF PARTICIPANT]
By:
Name:
Title:
Date:

, 20[ ]

EXHIBIT E-4 TO
364-DAY CREDIT AGREEMENT
[FORM OF U.S. TAX COMPLIANCE CERTIFICATE]
(For Non-U.S. Lenders That Are Partnerships For U.S. Federal Income Tax Purposes)
Reference is made to the to the 364-Day Credit Agreement, dated as of July 20, 2017 as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among International Business Machines Corporation (“IBM”) and its
Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the Lenders parties
thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named
therein.
Pursuant to the provisions of Section 2.18 of the Credit Agreement, the undersigned hereby certifies that (i) it is the
sole record owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate,
(ii) its direct or indirect partners/members are the sole beneficial owners of such Loan(s) (as well as any Note(s) evidencing such Loan
(s)), (iii) with respect to the extension of credit pursuant to this Credit Agreement or any other Loan Document, neither the
undersigned nor any of its direct or indirect partners/members is a bank extending credit pursuant to a loan agreement entered into in
the ordinary course of its trade or business within the meaning of Section 881(c)(3)(A) of the Code, (iv) none of its direct or indirect
partners/members is a ten percent shareholder of any Borrower within the meaning of Section 871(h)(3)(B) of the Code and (v) none
of its direct or indirect partners/members is a controlled foreign corporation related to any Borrower as described in Section 881(c)(3)
(C) of the Code.
The undersigned has furnished the Administrative Agent, IBM and any Borrower with IRS Form W-8IMY
accompanied by one of the following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) a
certificate of Non-U.S. Lender status on IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W-8IMY accompanied by a
certificate of Non-U.S. Lender Status on IRS Form W-8BEN or IRS Form W-8BEN-E from each of such partner’s/member’s
beneficial owners that is claiming the portfolio interest exemption. By executing this certificate, the undersigned agrees that (1) if the
information provided on this certificate changes, the undersigned shall promptly so inform any Borrower, IBM and the Administrative
Agent, and (2) the undersigned shall have at all times furnished any Borrower, IBM and the Administrative Agent with a properly
completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in
either of the two calendar years preceding such payments.
Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings
given to them in the Credit Agreement.
[NAME OF LENDER]

By:

Name:
Title:

Date:

, 20[ ]
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THREE-YEAR CREDIT AGREEMENT, dated as of July 20, 2017, among INTERNATIONAL BUSINESS
MACHINES CORPORATION, a New York corporation (“IBM”) and its Subsidiary IBM CREDIT LLC, a Delaware limited liability
company (“IBMCLLC”) (each individually a “Borrower” and together the “Borrowers”), the several banks and other financial
institutions from time to time parties to this Agreement (the “Lenders”), JPMORGAN CHASE BANK, N.A., as administrative agent
for the Lenders hereunder (in such capacity, the “Administrative Agent”), BNP PARIBAS, CITIBANK, N.A., ROYAL BANK OF
CANADA and MIZUHO BANK, LTD. as syndication agents (in such capacity, the “Syndication Agents”) and BARCLAYS BANK
PLC, BANK OF AMERICA, N.A., DEUTSCHE BANK SECURITIES INC., HSBC BANK USA, NATIONAL ASSOCIATION,
SOCIETE GENERALE, and WELLS FARGO BANK, NATIONAL ASSOCIATION, as documentation agents (in such capacity, the
“Documentation Agents”).
The parties hereto hereby agree as follows:
SECTION 1.

DEFINITIONS

1.1 Defined Terms. As used in this Agreement, the following terms shall have the following meanings:
“1985 Indenture”: the Indenture, dated as of July 15, 1985, between IBM and The Bank of New York (successor to
Morgan Guaranty Trust Company of New York), as Trustee.
“1990 Indenture”: the Indenture, dated as of March 1, 1990, between IBM and The Bank of New York, as Trustee.
“ABR”: for any day, a rate per annum (rounded upwards, if necessary, to the next 1/16 of 1%) equal to the greatest
of (a) the Prime Rate in effect on such day, (b) the NYFRB Rate in effect on such day plus 1/2 of 1% and (c) the Eurodollar
Rate that would be calculated as of such day (or, if such day is not a Business Day, as of the next preceding Business Day) in
respect of a proposed Eurodollar Loan with a one-month Interest Period plus 1.0%. For purposes hereof: “Prime Rate” shall
mean the rate of interest per annum publicly announced from time to time by JPMorgan Chase Bank as its prime rate in effect
at its principal office in New York City (each change in the Prime Rate to be effective on the date such change is publicly
announced). If for any reason the Administrative Agent shall have determined (which determination shall be conclusive
absent manifest error) that it is unable to ascertain the NYFRB Rate for any reason, including the inability or failure of the
Administrative Agent to obtain sufficient quotations in accordance with the terms thereof, the ABR shall be determined
without regard to clause (b) of the first sentence of this definition until the circumstances giving rise to such inability no
longer exist. Any change in the ABR due to a change in the Prime Rate, the NYFRB Rate or such Eurodollar Rate shall be
effective on the effective day of such change in the Prime Rate, the NYFRB Rate or such Eurodollar Rate, respectively.
“ABR Loans”: Loans the rate of interest applicable to which is based upon the ABR.
“Act”: as defined in Section 11.24.
“Affiliate”: as to any Person, any other Person that, directly or indirectly, is in control of, is controlled by, or is
under common control with, such Person. For purposes of this definition, “control” of a Person means the power, directly or
indirectly, either to (a) vote 25% or more of the securities having ordinary voting power for the election of directors (or
persons performing

similar functions) of such Person or (b) direct or cause the direction of the management and policies of such Person, whether
by contract or otherwise.
“Aggregate Outstanding Revolving Extensions of Credit”: as to any Lender at any time, the aggregate Dollar
Amount of all Revolving Credit Loans made by such Lender then outstanding.
“Agreement”: this Credit Agreement, as amended, supplemented or otherwise modified from time to time.
“Anti-Corruption Laws”: all laws, rules and regulations of any jurisdiction applicable to the Borrower or its
Subsidiaries from time to time concerning or relating to bribery or corruption.
“Applicable Index Rate” in respect of any Index Rate Competitive Loan of a specified maturity requested pursuant
to an Index Rate Competitive Loan Request, the rate of interest, determined on the basis of the rate for deposits in Dollars
with a maturity comparable to the maturity applicable to such Index Rate Competitive Loan, appearing on the Reuters Screen
LIBOR01 Page as of 11:00 A.M., London time, two Business Days prior to the Borrowing Date in respect of such Index Rate
Competitive Loan (the “Index Screen Rate”). In the event that such rate does not appear on such page (or otherwise on such
screen), the “Applicable Index Rate” shall be determined by reference to such other publicly available service for displaying
eurodollar rates as may be agreed upon by the Administrative Agent and IBM or, in the absence of such agreement, the
“Applicable Index Rate” shall instead be the rate per annum determined by the Administrative Agent (which determination
shall be conclusive and binding absent manifest error) to be equal to the rate that results from interpolating on a linear basis
between: (a) the Index Screen Rate for the longest period (for which that Index Screen Rate is available in Dollars) that is
shorter than the Interest Period applicable to such Index Rate Competitive Loan and (b) the Index Screen Rate for the shortest
period (for which that Index Screen Rate is available for Dollars) that exceeds the Interest Period applicable to such Index
Rate Competitive Loans, in each case, at such time with a maturity comparable to the maturity applicable to such Index Rate
Competitive Loan and in an amount comparable to the amount of such Index Rate Competitive Loan.
“Applicable Margin”: on any date, with respect to (a) any Eurodollar Loan, a rate per annum equal to the Credit
Default Swap Spread applicable to the relevant Borrower in effect for Eurodollar Loans on such date, (b) any EURIBOR
Loan, a rate per annum equal to the Credit Default Swap Spread applicable to the relevant Borrower in effect for EURIBOR
Loans on such date or (c) any ABR Loan, a rate per annum equal to the Credit Default Swap Spread applicable to the relevant
Borrower in effect for ABR Loans on such date less 1% per annum (but not less than 0%). Notwithstanding the foregoing,
(x) the non-default Applicable Margin for Eurodollar Loans and EURIBOR Loans in effect at any time shall not be less than
the minimum applicable margin (the “Minimum Eurodollar/EURIBOR Applicable Margin”), and shall not exceed the
maximum applicable margin (the “Maximum Eurodollar/EURIBOR Applicable Margin”) corresponding to the Status then in
effect on such date of determination as set forth below and (y) the non-default Applicable Margin for ABR Loans in effect at
any time shall not be less than the minimum applicable margin (the “Minimum ABR Applicable Margin”), and shall not
exceed the maximum applicable margin (the “Maximum ABR Applicable Margin”) corresponding to the Status then in effect
on such date of determination as set forth below:
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Level I
Status

Minimum Eurodollar/EURIBOR Applicable
Margin
Maximum Eurodollar/EURIBOR Applicable
Margin
Minimum ABR Applicable Margin
Maximum ABR Applicable Margin

Level II
Status

Level III
Status

Level IV
Status

Level V
Status

0.10%

0.10%

0.10%

0.25%

0.30%

0.75%
0.00%
0.00%

0.75%
0.00%
0.00%

0.75%
0.00%
0.00%

1.00%
0.00%
0.00%

1.125%
0.00%
0.125%

If at any time (i) the Credit Default Swap Spread applicable to IBMCLLC is unavailable and (ii) IBMCLLC’s long
term senior unsecured debt rating, for debt that has the benefit of support arrangements from IBM comparable to those
provided for in the Support Agreement but is not guaranteed by any other Person or subject to any other credit enhancement,
by each of S&P and Moody’s are equal to or higher than those of IBM at such time, the Credit Default Swap Spread of
IBMCLLC shall be deemed to be the Credit Default Swap Spread applicable to IBM at such time. If at any time the Credit
Default Swap Spread applicable to IBM or IBMCLLC (subject, in the case of IBMCLLC, to the immediately preceding
sentence) is unavailable, IBM and the Lenders shall negotiate in good faith (for a period of up to thirty days after the Credit
Default Swap Spread becomes unavailable (such thirty-day period, the “Negotiation Period”)) to agree on an alternative
method for establishing the Applicable Margin. The Applicable Margin at any date of determination thereof which falls
during the Negotiation Period shall be based upon the then most recently available quote of the Credit Default Swap Spread.
If no such alternative method is agreed upon during the Negotiation Period, the Applicable Margin at any date of
determination subsequent to the end of the Negotiation Period shall be the greater of (i) a rate per annum based upon the then
most recently available quote of the Credit Default Swap Spread (but in no event (A) greater than the Maximum
Eurodollar/EURIBOR Applicable Margin or the Maximum ABR Applicable Margin, as the case may be or (B) less than the
Minimum Eurodollar/EURIBOR Applicable Margin or the Minimum ABR Applicable Margin, as the case may be) and (ii) a
rate per annum equal to 75% of the Maximum Eurodollar/EURIBOR Applicable Margin or the Maximum ABR Applicable
Margin, as the case may be.
“Attributable Debt”: as of any date of determination, the present value (discounted semiannually at the Attributable
Interest Rate) of the obligation of a lessee for rental payments pursuant to any Sale and Leaseback Transaction (reduced by
the amount of the rental obligations of any sublessee of all or part of the same property) during the remaining term of such
Sale and Leaseback Transaction (including any period for which the lease relating thereto has been extended), such rental
payments not to include amounts payable by the lessee for maintenance and repairs, insurance, taxes, assessments and similar
charges and for contingent rents (such as those based on sales). In the case of any Sale and Leaseback Transaction in which
the lease is terminable by the lessee upon the payment of a penalty, such rental payments shall be considered for purposes of
this definition to be the lesser of (a) the rental payments to be paid under such Sale and Leaseback Transaction until the first
date (after the date of such determination) upon
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which it may be so terminated plus the then applicable penalty upon such termination and (b) the rental payments required to
be paid during the remaining term of such Sale and Leaseback Transaction (assuming such termination provision is not
exercised).
“Attributable Interest Rate”: as of the date of its determination, the weighted average of the interest rates (or the
effective rate in the case of original issue discount securities or discount securities) of (a) all Outstanding Securities (as such
term is defined in the 1990 Indenture) of IBM under the 1990 Indenture and all securities of IBM issued and outstanding (as
defined in the 1985 Indenture) under the 1985 Indenture to which Sections 6.05 and 6.06 of the 1985 Indenture apply (and
whose application has not been waived), or (b) at any time when no securities of IBM referred to in clause (a) of this sentence
are outstanding, all outstanding Loans and all other outstanding Funded Debt of IBM and IBMCLLC.
“Available Revolving Credit Commitment”: as to any Lender, at any time of determination, an amount equal to such
Lender’s Revolving Credit Commitment at such time minus such Lender’s Aggregate Outstanding Revolving Extensions of
Credit at such time.
“Bail-In Action”: the exercise of any Write-Down and Conversion Powers by the applicable EEA Resolution
Authority in respect of any liability of an EEA Financial Institution.
“Bail-In Legislation”: with respect to any EEA Member Country implementing Article 55 of Directive 2014/59/EU
of the European Parliament and of the Council of the European Union, the implementing law for such EEA Member Country
from time to time which is described in the EU Bail-In Legislation Schedule.
“Banking Day”: in respect of any city, any day on which commercial banks are open for business (including
dealings in foreign exchange and foreign currency deposits) in that city.
“Bankruptcy Event”: with respect to any Person, such Person becomes the subject of a bankruptcy or insolvency
proceeding, other than via an Undisclosed Administration, or has had a receiver, conservator, trustee, administrator,
custodian, assignee for the benefit of creditors or similar Person charged with the reorganization or liquidation of its business
appointed for it, or, in the good faith determination of the Administrative Agent, has taken any action in furtherance of, or
indicating its consent to, approval of, or acquiescence in, any such proceeding or appointment, provided that a Bankruptcy
Event shall not result solely by virtue of any ownership interest, or the acquisition of any ownership interest, in such Person
by a Governmental Authority or instrumentality thereof, provided, further, that such ownership interest does not result in or
provide such Person with immunity from the jurisdiction of courts within the United States or from the enforcement of
judgments or writs of attachment on its assets or permit such Person (or such Governmental Authority or instrumentality) to
reject, repudiate, disavow or disaffirm any contracts or agreements made by such Person.
“Board”: the Board of Governors of the Federal Reserve System of the United States (or any successor).
“Borrower”: as defined in the preamble hereto.
“Borrower Obligations”: any and all obligations of any Borrower for the payment of money hereunder or in respect
hereof, whether absolute or contingent.
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“Borrowing Date”: any Business Day specified in a notice pursuant to Section 2.2, 2.5 or 2.8 as a date on which the
relevant Borrower requests Loans to be made hereunder.
“Business Day”: a day other than a Saturday, Sunday or other day on which commercial banks in New York City
are authorized or required by law to close, except that, when used in connection with (i) a Eurodollar Loan or a Competitive
Loan, “Business Day” shall not include any day on which banks are not open for dealings in Dollar deposits in the London
interbank market and (ii) a EURIBOR Loan, “Business Day” shall not include any day on which TARGET is authorized or
required by law to close.
“Calculation Date”: (a) the last Business Day of each calendar month, (b) at the Administrative Agent’s option in
its sole discretion, any Business Day on which a Borrower gives the Administrative Agent a notice requesting Loans to be
made hereunder and (c) each date of any continuation of any Loan denominated in Euros.
“Capital Lease”: with respect to any Person, any obligation of such Person to pay rent or other amounts under a
lease with respect to any property (whether real, personal or mixed) acquired or leased by such Person that is required to be
accounted for as a liability on a balance sheet of such Person in accordance with GAAP.
“Code”: the Internal Revenue Code of 1986, as amended from time to time.
“Commitment Fee Rate”: a rate per annum equal to the average of (A) the applicable rate per annum set forth below
based on the Status in effect for IBM and (B) the applicable rate per annum set forth below based on the Status for
IBMCLLC:
Level I
Status

Level II
Status

0.04%

0.04%

Level III
Status

Level IV
Status

0.05%

0.07%

Level V
Status

0.09%

“Commitment Percentage”: as to any Lender at any time, the percentage which such Lender’s Revolving Credit
Commitment then constitutes of the aggregate Revolving Credit Commitments (or, at any time after the Revolving Credit
Commitments shall have expired or terminated, the percentage which the aggregate principal amount of such Lender’s Loans
then outstanding constitutes of the aggregate principal amount of the Loans of all Lenders then outstanding).
“Commitments”: the Revolving Credit Commitments.
“Competitive Loan”: each loan made pursuant to Section 2.7.
“Competitive Loan Assignee”: as defined in Section 11.7(a).
“Competitive Loan Assignment”: any assignment by a Competitive Loan Lender to a Competitive Loan Assignee of
a Competitive Loan; any such Competitive Loan Assignment to be registered in the Register must set forth, in respect of the
Competitive Loan Assignee thereunder, the full name of such Competitive Loan Assignee, its address for notices, its lending
office address (in each case with telephone and facsimile transmission numbers) and payment instructions for all payments to
such Competitive Loan Assignee, and must contain an agreement by such Competitive Loan Assignee to comply with the
provisions of Sections 2.18, 2.20, 11.7 and 11.21.
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“Competitive Loan Borrowing Period”: the period from and including the Effective Date until the earlier of (a) the
date which is 14 days prior to the Termination Date and (b) the last day of the Revolving Credit Commitment Period.
“Competitive Loan Confirmation”: each confirmation by the relevant Borrower of its acceptance of Competitive
Loan Offers, which Competitive Loan Confirmation shall be substantially in the form of Exhibit A and shall be delivered to
the Administrative Agent in writing or by facsimile transmission.
“Competitive Loan Lender”: each Lender that has agreed to offer to make Competitive Loans hereunder and each
other Lender that shall hereafter be designated as a Competitive Loan Lender in accordance with the provisions of Sections
11.7 and 11.10.
“Competitive Loan Maturity Date”: as to any Competitive Loan, the date specified by the relevant Borrower
pursuant to Section 2.8(d)(ii) in its acceptance of the related Competitive Loan Offer.
“Competitive Loan Offer”: each offer by a Competitive Loan Lender to make Competitive Loans pursuant to a
Competitive Loan Request, which Competitive Loan Offer shall contain the information specified in Exhibit B and shall be
delivered to the Administrative Agent by telephone, immediately confirmed by facsimile transmission.
“Competitive Loan Request”: each request by a relevant Borrower for Competitive Loan Lenders to submit bids to
make Competitive Loans, which request shall contain the information in respect of such requested Competitive Loans
specified in Exhibit C and shall be delivered to the Administrative Agent in writing or by facsimile transmission, or by
telephone, immediately confirmed by facsimile transmission.
“Consolidated Adjusted Cash Flow”: for any period, earnings before income taxes of IBM and its consolidated
Subsidiaries for such period, excluding gains or losses from the divestiture or sale of a business, plus, to the extent deducted
in arriving at earnings before income taxes of IBM and its consolidated Subsidiaries for such period, the sum of
(i) Consolidated Net Interest Expense, (ii) depreciation expense, (iii) amortization expense and (iv) restructuring charges
minus the sum of (a) cash payments made during such period in respect of restructuring charges, (b) payments made during
such period for plant, rental machines and other property excluding acquisitions of businesses (net of proceeds received
during such period from dispositions of plant, rental machines and other property excluding divestitures or sales of
businesses) and (c) investment in software for such period, all as determined on a consolidated basis in accordance with
GAAP and, where applicable, determined by reference to the consolidated statement of earnings or (including in the case of
clauses (b) and (c) above) statement of cash flows of IBM and its consolidated Subsidiaries.
“Consolidated Net Interest Expense”: for any period, (a) total interest cost of IBM and its Subsidiaries for such
period minus (b) interest income of IBM and its Subsidiaries for such period, determined on a consolidated basis in
accordance with GAAP.
“Consolidated Net Interest Expense Ratio”: for any period, the ratio of Consolidated Adjusted Cash Flow for such
period to Consolidated Net Interest Expense for such period.
“Consolidated Net Tangible Assets”: at any date, the total assets appearing on the consolidated statement of
financial position of IBM and its Subsidiaries most recently delivered
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to the Administrative Agent pursuant to Section 4.5, 6.2(a) or 6.2(b), as the case may be, less (a) all current liabilities as
shown on such statement and (b) intangible assets. As used herein, “intangible assets” means the value (net of any applicable
reserves) as shown on or reflected in such statement, of: (i) all trade names, trademarks, licenses, patents, copyrights and
goodwill; (ii) organizational and development costs; (iii) deferred charges (other than prepaid items such as insurance, taxes,
interest, commissions, rents and similar items and tangible assets being amortized); and (iv) unamortized debt discount and
expense, less unamortized premium; but in no event shall the term “intangible assets” include program products.
“Credit Default Swap Spread”: at any determination date, the credit default swap spread applicable to senior
unsecured debt of the applicable Borrower that, in the case of IBMCLLC, has the benefit of support arrangements from IBM
comparable to those provided for in the Support Agreement but that, in the case of such applicable Borrower, is not
guaranteed by any other Person or subject to any other credit enhancement interpolated to the Termination Date (or if the
Termination Date is less than one year from such determination date, the credit default swap spread applicable to senior
unsecured debt of the applicable Borrower that is not guaranteed by any other Person or, except as set forth above in the case
of IBMCLLC, subject to any other credit enhancement with a maturity of one year), in each case determined as of the close
of business on the Business Day immediately preceding such determination date, as interpolated and reported by Markit
Group Limited or any successor thereto. The Credit Default Swap Spread is determined (a) in the case of ABR Loans,
initially on the Effective Date and thereafter on the first Business Day of each calendar quarter, and (b) in the case of any
Eurodollar Loan or EURIBOR Loan, on the second Business Day prior to the first day of the Interest Period of such
Eurodollar Loan or EURIBOR Loan (and, if applicable, the last Business Day prior to the continuation of such Eurodollar
Loan or EURIBOR Loan), and thereafter, in the case of any Eurodollar Loan or EURIBOR Loan having an Interest Period of
greater than three months, at the end of each successive three-month period during such Interest Period, with such Credit
Default Swap Spread, as so determined, to be in effect as to such Eurodollar Loan or EURIBOR Loan for each day
commencing with the first day of the applicable Interest Period until subsequently re-determined in accordance with the
foregoing.
“Credit Party”: the Administrative Agent.
“Debt”: with respect to any Person, without duplication, all indebtedness representing money borrowed which is
created, assumed, incurred or guaranteed in any manner by such Person or for which such Person is otherwise responsible or
liable (whether by agreement to purchase indebtedness of, or to supply funds to or invest in, others).
“Default”: any of the events specified in Section 8, whether or not any requirement for the giving of notice, the
lapse of time, or both, has been satisfied.
“Defaulting Lender”: any Lender that (a) has failed, within two Business Days of the date required to be funded or
paid, to (i) fund any portion of its Loans, or (ii) pay over to any Credit Party any other amount required to be paid by it
hereunder, unless, in the case of clause (i) above, such Lender notifies the Administrative Agent in writing that such failure is
the result of such Lender’s good faith determination that a condition precedent to funding (specifically identified and
including the particular default, if any) has not been satisfied, (b) has notified IBM, IBMCLLC or any Credit Party in writing,
or has made a public statement to the effect, that it does not intend or expect to comply with any of its funding obligations
under this Agreement (unless such writing or public statement indicates that such position is based on such Lender’s good
faith determination that a condition precedent (specifically identified and including the particular
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default, if any) to funding a loan under this Agreement cannot be satisfied) or generally under other agreements in which it
commits to extend credit, (c) has failed, within three Business Days after request by a Credit Party, acting in good faith, to
provide a certification in writing from an authorized officer of such Lender that it will comply with its obligations (and is
financially able to meet such obligations) to fund prospective Loans under this Agreement, provided that such Lender shall
cease to be a Defaulting Lender pursuant to this clause (c) upon such Credit Party’s receipt of such certification in form and
substance satisfactory to it and the Administrative Agent, or (d) has become the subject of a Bankruptcy Event or a Bail-In
Action.
“Dollar Amount”: at any time, (a) with respect to any Loan denominated in Dollars, the principal amount thereof
then outstanding and (b) with respect to any Loan denominated in Euros, the principal amount thereof then outstanding in
Euros, converted to Dollars in accordance with Section 2.23.
“Dollars” and “$”: dollars in lawful currency of the United States of America.
“EEA Financial Institution”: (a) any credit institution or investment firm established in any EEA Member Country
which is subject to the supervision of an EEA Resolution Authority, (b) any entity established in an EEA Member Country
which is a parent of an institution described in clause (a) of this definition, or (c) any financial institution established in an
EEA Member Country which is a subsidiary of an institution described in clauses (a) or (b) of this definition and is subject to
consolidated supervision with its parent.
“EEA Member Country”: any of the member states of the European Union, Iceland, Liechtenstein, and Norway.
“EEA Resolution Authority”: any public administrative authority or any Person entrusted with public administrative
authority of any EEA Member Country (including any delegee) having responsibility for the resolution of any EEA Financial
Institution.
“Effective Date”: as defined in Section 5.1.
“EMU”: Economic and Monetary Union as contemplated by the Treaty.
“ERISA”: the Employee Retirement Income Security Act of 1974, as amended from time to time, and the rules and
regulations promulgated thereunder, as from time to time in effect.
“EU Bail-In Legislation Schedule”: the EU Bail-In Legislation Schedule published by the Loan Market Association
(or any successor Person), as in effect from time to time.
“EURIBOR Loans”: Revolving Credit Loans the rate of interest applicable to which is based upon the EURIBOR
Rate.
“EURIBOR Rate”: with respect to any EURIBOR Loan for any Interest Period, the rate per annum equal to the
offered rate per annum for Euro deposits for a period equal to one, two, three or six months (as selected by the applicable
Borrower) appearing on Reuters Page EURIBOR01 (or any successor or substitute page which displays an average
determined by the European Money Market Institute) (a “EURIBOR Screen Rate”) as of 11:00 a.m., Brussels time, two
Business Days prior to the beginning of such Interest Period; provided, that, if the EURIBOR Screen Rate shall not be
available at such time for such Interest Period (an “Impacted EURIBOR Interest Period”) with respect to Euros, then the
EURIBOR Rate shall be the Interpolated
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EURIBOR Rate at such time; provided, further that if the EURIBOR Screen Rate shall be less than zero, such rate shall be
deemed to be zero for purposes of this Agreement. “Interpolated EURIBOR Rate” means, at any time, the rate per annum
determined by the Administrative Agent (which determination shall be conclusive and binding absent manifest error) to be
equal to the rate that results from interpolating on a linear basis between: (a) the EURIBOR Screen Rate for the longest
period (for which that EURIBOR Screen Rate is available in Euros) that is shorter than the Impacted EURIBOR Interest
Period and (b) the EURIBOR Screen Rate for the shortest period (for which that EURIBOR Screen Rate is available for
Euros) that exceeds the Impacted EURIBOR Interest Period, in each case, at such time; provided, that, if any Interpolated
EURIBOR Rate shall be less than zero, such rate shall be deemed to be zero for purposes of this Agreement.
“EURIBOR Tranche”: the collective reference to EURIBOR Loans the then current Interest Periods with respect to
all of which begin on the same date and end on the same later date (whether or not such EURIBOR Loans shall originally
have been made on the same day).
“Euro” or “€”: the single currency of Participating Member States introduced in accordance with the provisions of
Article 109(1)(4) of the Treaty and, in respect of all payments to be made under this Agreement in Euros, means immediately
available, freely transferable funds.
“Euro Funding Office”: the Administrative Agent’s office located at 25 Bank Street, Canary Wharf, London E14
5JP, or such office as may be designated by the Administrative Agent by written notice to the Borrowers and the relevant
Lenders.
Rate.

“Eurodollar Loans”: Revolving Credit Loans the rate of interest applicable to which is based upon the Eurodollar

“Eurodollar Rate”: with respect to any Eurodollar Loans for any Interest Period, the London interbank offered rate
as administered by the ICE Benchmark Administration (or any other Person that takes over the administration of such rate)
for Dollars for a period equal in length to such Interest Period as displayed on the LIBOR01 page of the Reuters Screen that
displays such rate (or, in the event such rate does not appear on a Reuters page or screen, on any successor or substitute
page on such screen that displays such rate, or on the appropriate page of such other information service that publishes such
rate from time to time as selected by the Administrative Agent in its reasonable discretion; in each case, the “Screen Rate”) at
approximately 11:00 a.m., London time, two Business Days prior to the commencement of such Interest Period; provided
that if the Screen Rate shall be less than zero, such rate shall be deemed to be zero for purposes of this Agreement; provided,
further, that if the Screen Rate shall not be available at such time for such Interest Period (an “Impacted Interest Period”),
then the Eurodollar Rate shall be the Interpolated Rate at such time. “Interpolated Rate” means, at any time, the rate per
annum determined by the Administrative Agent (which determination shall be conclusive and binding absent manifest error)
to be equal to the rate that results from interpolating on a linear basis between: (a) the Screen Rate for the longest period (for
which that Screen Rate is available in Dollars) that is shorter than the Impacted Interest Period and (b) the Screen Rate for the
shortest period (for which that Screen Rate is available for Dollars) that exceeds the Impacted Interest Period, in each case, at
such time; provided that if any Interpolated Rate shall be less than zero, such rate shall be deemed to be zero for purposes of
this Agreement.
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“Eurodollar Tranche”: the collective reference to Eurodollar Loans the then current Interest Periods with respect to
all of which begin on the same date and end on the same later date (whether or not such Eurodollar Loans shall originally
have been made on the same day).
“Event of Default”: any of the events specified in Section 8, provided that all requirements for the giving of notice
and/or the lapse of time have been satisfied.
“Exchange Rate”: on any particular date, the rate at which Euros may be exchanged into Dollars, as set forth on
such date on ICE Data Services as the “ask price” or as displayed on such other information service which publishes that rate
of exchange from time to time in place of ICE Data Services. In the event that such rate does not appear on ICE Data
Services (or on any information service which publishes that rate of exchange from time to time in place of ICE Data
Services), the “Exchange Rate” with respect to Euros shall be determined by reference to such other publicly available
service for displaying exchange rates as may be agreed upon by the Administrative Agent and IBM or, in the absence of such
agreement, such “Exchange Rate” shall instead be the rate that the Administrative Agent determines after using any
reasonable method it deems applicable to determine such rate, and such determination shall be conclusive absent manifest
error.
“Existing Termination Date”: as defined in Section 2.21(c).
“FATCA”: Sections 1471 through 1474 of the Code, as of the date of this Agreement (or any amended or successor
version that is substantively comparable and not materially more onerous to comply with) and any current or future
regulations or official interpretations thereof.
“Federal Funds Effective Rate”: for any day, the rate calculated by the NYFRB based on such day’s federal funds
transactions by depositary institutions (as determined in such manner as the NYFRB shall set forth on its public website from
time to time) and published on the next succeeding Business Day by the NYFRB as the federal funds effective rate, provided
that if the Federal Funds Effective Rate shall be less than zero, such rate shall be deemed to be zero for the purposes of this
Agreement.
“Fixed Rate Competitive Loan Request”: any Competitive Loan Request requesting the Competitive Loan Lenders
to offer to make Fixed Rate Competitive Loans.
“Fixed Rate Competitive Loans”: Competitive Loans the rate of interest applicable to which is equal to a fixed
percentage rate per annum specified by the Competitive Loan Lender making such Loan in its Competitive Loan Offer (as
opposed to a rate composed of the Applicable Index Rate plus or minus a margin).
“Funded Debt”: any Debt maturing by its terms more than one year from the date of the issuance thereof, including
any Debt renewable or extendible at the option of the obligor to a date later than one year from the date of the original
issuance thereof.
“GAAP”: generally accepted accounting principles in the United States of America in effect from time to time.
“Governmental Authority”: any nation or government, any state or other political subdivision thereof and any entity
exercising executive, legislative, judicial, regulatory or administrative functions of or pertaining to government, including
any applicable supranational bodies (such as the European Union or the European Central Bank).
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“IBMCLLC Consolidated Tangible Net Worth”: at any date, the total assets appearing on the consolidated statement
of financial position of IBMCLLC and its Subsidiaries most recently delivered to the Administrative Agent pursuant to
Section 4.5 or 6.2(a), as the case may be, less (a) all liabilities as shown on such statement and (b) intangible assets. As used
herein, “intangible assets” means the value (net of any applicable reserves) as shown on or reflected in such statement, of:
(i) all trade names, trademarks, licenses, patents, copyrights and goodwill; (ii) organizational and development costs;
(iii) deferred charges (other than prepaid items such as insurance, taxes, interest, commissions, rents and similar items and
tangible assets being amortized); and (iv) unamortized debt discount and expense, less unamortized premium; but in no event
shall the term “intangible assets” include program products.
“IBMCLLC Form 10”: the Form 10 for IBMCLLC filed with the SEC on May 5, 2017.
“IBMCLLC Leverage Ratio”: for any fiscal quarter, IBMCLLC’s “Debt-to-Equity Ratio” as reported in IBMCLLC’s
periodic report (Form 10-Q or Form 10-K, as the case may be) covering such fiscal quarter or, prior to the first filing of any
such periodic report, as reported in, and calculated in the manner set forth in the section titled “Management Discussion and
Analysis of Results of Operation and Financial Condition” of the IBMCLLC Form 10.
“Incremental Commitment Supplement”: as defined in Section 11.23(c).
“Indebtedness”: with respect to any Person, without duplication, (a) all indebtedness of such Person for borrowed
money or for the deferred purchase price of property or services other than indebtedness to trade creditors and service
providers incurred in the ordinary course of business, (b) obligations, contingent or otherwise, of such Person in connection
with (i) letter of credit facilities or bankers’ acceptance facilities and (ii) interest rate swap agreements, interest rate cap
agreements or similar arrangements used by a Person to fix or cap a floating rate of interest to a negotiated maximum rate or
amount, or other similar facilities including currency swaps, (c) all obligations of such Person evidenced by bonds, notes,
debentures or other similar instruments, (d) all indebtedness created or arising under any conditional sale or other title
retention agreement with respect to property acquired by such Person (even though the rights and remedies of the seller or
lender under such agreement in the event of default are limited to repossession or sale of such property), (e) all obligations of
such Person to pay rent or other amounts under a Capital Lease, (f) all indebtedness referred to in clause (a), (b), (c), (d) or
(e) above secured by (or for which the holder of such Indebtedness has an existing right, contingent or otherwise, to be
secured by) any Lien upon or in property owned by such Person, even though such Person has not assumed or become liable
for the payment of such indebtedness, and (g) all Indebtedness of others guaranteed by such Person. For purposes of this
Agreement, the amount of any Indebtedness referred to in clause (b)(ii) of the preceding sentence shall be the amounts,
including any termination payments, required to be paid to a counterparty rather than any notional amount with regard to
which payments may be calculated. For purposes of this Agreement, Indebtedness shall not include any indebtedness or
other obligations issued by any Person (or by a trust or other entity established by such Person or any of its affiliates) which
are primarily serviced by the cash flows of a discrete pool of receivables, leases or other financial assets which have been
sold or transferred by IBM or any Subsidiary in securitization transactions (“Securitization Transactions”) which, in
accordance with GAAP, are accounted for as sales for financial reporting purposes. The definitions of Debt and Indebtedness
in this Section 1.1 shall be independent in construction, interpretation and application.
“Index Rate Competitive Loan”: Competitive Loans the rate of interest applicable to which is equal to the
Applicable Index Rate plus or minus a margin.
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“Index Rate Competitive Loan Request”: any Competitive Loan Request requesting the Competitive Loan Lenders
to offer to make Index Rate Competitive Loans.
“Interest Payment Date”: (a) as to any ABR Loan, the last day of each March, June, September and December to
occur while such Loan is outstanding and the Termination Date, (b) as to any Eurodollar Loan or EURIBOR Loan having an
Interest Period of three months or less, the last day of such Interest Period, (c) as to any Eurodollar Loan or EURIBOR Loan
having an Interest Period longer than three months, each day which is three months, or a whole multiple thereof, after the first
day of such Interest Period and the last day of such Interest Period, (d) as to any Fixed Rate Competitive Loan, each interest
payment date specified by the relevant Borrower for such Loan in the related Competitive Loan Request (including, in any
event, the Competitive Loan Maturity Date in respect of such Loan) and (e) as to any Index Rate Competitive Loan, (i) the
Competitive Loan Maturity Date in respect of such Loan and (ii) each date (if any) occurring prior to such Competitive Loan
Maturity Date which is three months, or a whole multiple thereof, after the Borrowing Date in respect of such Loan.
“Interest Period”: with respect to any Eurodollar Loan or EURIBOR Loan:
(a) initially, the period commencing on the borrowing or conversion date, as the case may be, with respect to such
Eurodollar Loan or EURIBOR Loan and ending one, two, three or six months thereafter, as selected by the relevant Borrower
in its notice of borrowing or notice of conversion, as the case may be, given with respect thereto; and
(b) thereafter, each period commencing on the last day of the next preceding Interest Period applicable to such
Eurodollar Loan or EURIBOR Loan and ending one, two, three or six months thereafter, as selected by the relevant Borrower
by irrevocable notice to the Administrative Agent not less than three Business Days prior to the last day of the then current
Interest Period with respect thereto;
provided that, all of the foregoing provisions relating to Interest Periods are subject to the following:
(i) if any Interest Period would otherwise end on a day that is not a Business Day, such Interest Period shall be
extended to the next succeeding Business Day unless the result of such extension would be to carry such Interest Period into
another calendar month in which event such Interest Period shall end on the immediately preceding Business Day;
(ii) any Interest Period that would otherwise extend beyond the Termination Date shall end on the Termination
Date; and
(iii) any Interest Period that begins on the last Business Day of a calendar month (or on a day for which there is no
numerically corresponding day in the calendar month at the end of such Interest Period) shall end on the last Business Day of
a calendar month.
“Joint Lead Arrangers”: JPMorgan Chase Bank, N.A., BNP Paribas Securities Corp., Citigroup Global Markets
Inc., and RBC Capital Markets as Joint Lead Arrangers pursuant to this Agreement.
“Joint Lead Bookrunners”: JPMorgan Chase Bank, N.A., BNP Paribas Securities Corp., Citigroup Global Markets
Inc., and RBC Capital Markets, as Joint Bookrunners pursuant to this Agreement.
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“Lender Parent”: with respect to any Lender, any Person as to which such Lender is, directly or indirectly, a
Subsidiary.
“Lender Parties”: the Administrative Agent, the Syndication Agents, the Documentation Agents, and the Lenders,
and any affiliate of the foregoing.
“Level I Status”: exists at any date if, at such date, IBM or IBMCLLC, as applicable, has a long-term senior
unsecured debt rating of AA or better by S&P or Aa2 or better by Moody’s.
“Level II Status”: exists at any date if, at such date, Level I Status does not exist and IBM or IBMCLLC, as
applicable, has a long-term senior unsecured debt rating of AA- or better by S&P or Aa3 or better by Moody’s.
“Level III Status”: exists at any date if, at such date, neither Level I Status nor Level II Status exists and IBM or
IBMCLLC, as applicable, has a long-term senior unsecured debt rating of A+ or better by S&P or A1 or better by Moody’s.
“Level IV Status”: exists at any date if, at such date, neither Level I Status, Level II Status nor Level III Status exists
and IBM or IBMCLLC, as applicable, has a long-term senior unsecured debt rating of A or better by S&P or A2 or better by
Moody’s.
“Level V Status”: exists at any date if, at such date, none of Level I Status, Level II Status, Level III Status or Level
IV Status exists with respect to the applicable Borrower.
“Lien”: with respect to any asset, any mortgage, pledge, security interest, lien, charge or other encumbrance
whatsoever.
“Loan”: any Revolving Credit Loan or Competitive Loan.
“Margin Stock”: as defined under Regulation U.
“Material Adverse Effect”: a material adverse effect on (a) the financial condition of IBM and its Subsidiaries taken
as a whole, (b) the financial condition of IBMCLLC and its Subsidiaries taken as a whole, or (c) the validity or enforceability
of this Agreement or the rights or remedies of the Administrative Agent and the Lenders hereunder.
“Maximum Applicable Rate”: as defined in the definition of “Applicable Margin”.
“Moody’s”: Moody’s Investors Services, Inc. and its successors.
“New Lender”: as defined in Section 11.23(b).
“New Lender Supplement”: as defined in Section 11.23(b).
“New York Funding Office”: the Administrative Agent’s office located at 383 Madison Avenue, 27th Floor, New
York, NY 10179, or such office as may be designated by the Administrative Agent by written notice to the Borrowers and the
relevant Lenders.
“Non-Excluded Taxes”: as defined in Section 2.18(a).
“NYFRB”: the Federal Reserve Bank of New York.
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“NYFRB Rate”: for any day, the greater of (a) the Federal Funds Effective Rate (which if less than zero shall be
deemed zero) in effect on such day and (b) the Overnight Bank Funding Rate in effect on such day (or for any day that is not
a Banking Day, for the immediately preceding Banking Day); provided that if none of such rates are published for any day
that is a Business Day, the term “NYFRB Rate” means the rate for a federal funds transaction quoted at 11:00 a.m. on such
day received by the Administrative Agent from a Federal funds broker of recognized standing selected by it; provided,
further, that if any of the aforesaid rates shall be less than zero, such rate shall be deemed to be zero.
“Other Connection Taxes”: with respect to the Administrative Agent, any Lender or any Transferee, taxes imposed
as a result of a present or former connection between the Administrative Agent, such Lender or such Transferee, and the
jurisdiction of the Governmental Authority imposing such tax or any political subdivision or taxing authority thereof or
therein (other than any such connection arising solely from the Administrative Agent, such Lender or such Transferee having
executed, delivered, become a party to, performed its obligations under, received payments under, received or perfected a
security interest under, engaged in any other transaction pursuant to, or enforced, this Agreement, or sold or assigned an
interest in any Loan or this Agreement).
“Other Taxes”: all present or future stamp, court, or documentary, intangible, recording, filing or similar taxes that
arise from any payment made under, from the execution, delivery, performance, enforcement or registration of, from the
receipt or perfection of a security interest under, or otherwise with respect to, this Agreement, except any such taxes that are
Other Connection Taxes imposed with respect to an assignment (other than an assignment request by a Borrower under
Section 11.11).
“Overnight Bank Funding Rate”: for any day, the rate comprised of both overnight federal funds and overnight
Eurocurrency borrowings by U.S. managed banking offices of depository institutions (as such composite rate shall be
determined by the Federal Reserve Bank of New York as set forth on its public website from time to time) and published on
the next succeeding business day by the Federal Reserve Bank of New York as an overnight bank funding rate (from and
after such date as the Federal Reserve Bank of New York shall commence to publish such composite rate).
“Participant”: as defined in Section 11.6.
“Participating Member States”: each state so described in any EMU legislation.
“Permitted Liens”: (a) pledges or deposits made to secure obligations of IBM or a Restricted Subsidiary under
workmen’s compensation laws or similar legislation; (b) Liens imposed by law, such as materialmen’s, mechanics’, carriers’,
workmen’s, vendors’, repairmen’s or other like Liens incurred in the ordinary course of business; (c) governmental (Federal,
state or municipal) Liens arising out of contracts for the purchase of products of IBM or a Restricted Subsidiary, and deposits
or pledges to obtain the release of any of the foregoing Liens; (d) Liens created by or resulting from any litigation or legal
proceeding that is currently being contested in good faith by appropriate proceedings; (e) leases made or existing on Principal
Property entered into in the ordinary course of business by IBM or a Restricted Subsidiary; (f) landlords’ Liens under leases
of Principal Property to which IBM or a Restricted Subsidiary is a party; (g) zoning restrictions, easements, licenses or
restrictions on the use of Principal Property or minor irregularities in the title thereto that in any such case do not interfere
materially with the use of such Principal Property by IBM or any Restricted Subsidiary; (h) deposits in connection with
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bids, tenders or contracts (other than for the payment of money) to which IBM or any Restricted Subsidiary is a party;
(i) deposits to secure public or statutory obligations of IBM or any Restricted Subsidiary; (j) deposits in connection with
obtaining or maintaining self-insurance or to obtain the benefits of any law, regulation or arrangement pertaining to
unemployment insurance, old age pensions, social security or similar matters; (k) deposits of cash or obligations of the
United States of America to secure surety, appeal or customs bonds to which IBM or any Restricted Subsidiary is a party; and
(l) Liens for taxes or assessments or governmental charges or levies not yet due or delinquent, or which can thereafter be paid
without penalty, or which are being contested in good faith by appropriate proceedings.
“Person”: an individual, partnership, limited liability company, corporation, business trust, joint stock company,
trust, unincorporated association, joint venture, Governmental Authority or other entity of whatever nature.
“Principal Property”: any land, land improvements, buildings and associated factory, laboratory and office
equipment (excluding all products marketed by IBM or any Subsidiary) constituting a manufacturing facility, development
facility, warehouse facility, service facility or office facility (including any portion thereof), which facility (a) is owned by or
leased to IBM or any Restricted Subsidiary, (b) is located within the United States, and (c) has an acquisition cost plus
capitalized improvements in excess of 0.15% of Consolidated Tangible Net Assets as of the date of such determination, other
than (i) any such facility, or portion thereof, which has been financed by obligations issued by or on behalf of a state, a
Territory or a possession of the United States, or any political subdivision of any of the foregoing, or the District of
Columbia, the interest on which is, or at the time of issuance of such obligations was determined by counsel to be, excludable
from the gross income of the holders thereof (other than a “substantial user” of such facility or a “related person” as those
terms were used in Section 147 of the Code) pursuant to the provisions of Section 103 and related Sections of the Code (or
any similar provisions hereafter enacted) as in effect at the time of issuance of such obligations, (ii) any such facility which
the Board of Directors of IBM, or a duly authorized committee thereof, may by resolution declare is not of material
importance to IBM and the Restricted Subsidiaries, taken as a whole (provided that IBM has delivered written notice of such
declaration to the Administrative Agent), and (iii) any such facility, or portion thereof, owned or leased jointly or in common
with one or more Persons other than IBM and any Subsidiary, and in which the interest of IBM and all Subsidiaries does not
exceed 50%.
“Purchasing Lender”: as defined in Section 11.8(a).
“Register”: as defined in Section 11.9(a).
“Regulation T”: Regulation T of the Board as from time to time in effect and all official rulings and interpretations
thereunder or thereof.
“Regulation U”: Regulation U of the Board as from time to time in effect and all official rulings and interpretations
thereunder or thereof.
“Regulation X”: Regulation X of the Board as from time to time in effect and all official rulings and interpretations
thereunder or thereof.
“Required Lenders”: at any date, the holders of more than 50% of the aggregate Revolving Credit Commitments,
or, if the Revolving Credit Commitments have been terminated
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or for the purposes of determining whether to accelerate the Loans pursuant to Section 8, of the aggregate unpaid principal
amount of the Loans.
“Requirement of Law”: as to any Person, the Certificate of Incorporation and By-Laws or other organizational or
governing documents of such Person, and any law, treaty, rule or regulation or determination of an arbitrator or a court or
other Governmental Authority, in each case applicable to or binding upon such Person or any of its property or assets or to
which such Person or any of its property or assets is subject.
“Responsible Officer”: in the case of IBM, the Chief Executive Officer, the Chief Financial Officer, the Vice
President and Treasurer, the Vice President and Controller, any Assistant Controller and any Assistant Treasurer; and in the
case of IBMCLLC, the Chairman, the President, the Vice President, Finance, the Treasurer, any Assistant Treasurer and the
Controller.
“Restricted Securities”: any capital stock or Indebtedness of any Restricted Subsidiary.
“Restricted Subsidiary”: with respect to IBM or IBMCLLC, (a) any Subsidiary (i) which has substantially all its
property within the United States of America, (ii) which owns or is a lessee of any property that would be a Principal
Property but for clause (a) of the definition of such term contained in this Section 1.1, and (iii) in which the investment of
IBM and all other Subsidiaries exceeds 0.15% of Consolidated Net Tangible Assets as of the date of such determination;
provided, however, that the term “Restricted Subsidiary” shall not include (A) any Subsidiary (x) primarily engaged in the
business of purchasing, holding, collecting, servicing or otherwise dealing in and with installment sales contracts, leases, trust
receipts, mortgages, commercial paper or other financing instruments, and any collateral or agreements relating thereto,
including in the business, individually or through partnerships, of financing (whether through long- or short-term borrowings,
pledges, discounts or otherwise) the sales, leasing or other operations of IBM and its Subsidiaries or any of them, or
(y) engaged in the business of financing the assets and operations of third parties, and (z) in any case, not, except as
incidental to such financing business, engaged in owning, leasing or operating any property which but for this proviso would
qualify as Principal Property or (B) any Subsidiary acquired or organized after July 15, 1985, for the purpose of acquiring the
stock or business or assets of any Person other than IBM or any Restricted Subsidiary, whether by merger, consolidation,
acquisition of stock or assets or similar transaction analogous in purpose or effect, so long as such Subsidiary shall not have,
since such date, and does not hereafter acquire by merger, consolidation, acquisition of stock or assets or similar transaction
analogous in purpose or effect all or any substantial part of the business or assets of IBM or any Restricted Subsidiary;
(b) any other Subsidiary which is hereafter designated by the Board of Directors of IBM or IBMCLLC, as applicable, or a
duly authorized committee thereof, as a Restricted Subsidiary; and (c) IBMCLLC.
“Revolving Credit Borrowing Share”: for any borrowing of Revolving Credit Loans, with respect to any Lender, an
amount equal to such Lender’s Adjusted Revolving Credit Commitment Percentage of the amount of such borrowing. As
used in this definition, “Adjusted Revolving Credit Commitment Percentage” means, as to any Lender, at any time of
determination, the percentage which such Lender’s Available Revolving Credit Commitment then constitutes of the
aggregate Available Revolving Credit Commitments of all Lenders at such time.
“Revolving Credit Commitment”: as to any Lender, the obligation of such Lender to make Revolving Credit Loans
to the Borrowers hereunder in an aggregate Dollar Amount at any one time outstanding not to exceed the amount set forth
opposite such Lender’s name on
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Schedule 1.1, as such amount may be changed from time to time in accordance with the provisions of this Agreement.
“Revolving Credit Commitment Period”: the period from and including the Effective Date to but not including the
Termination Date or such earlier date on which the Revolving Credit Commitments shall terminate as provided herein.
“Revolving Credit Loans”: as defined in Section 2.1.
“S&P”: Standard & Poor’s Financial Services LLC and its successors.
“Sale and Leaseback Transaction”: any arrangement with any Person providing for the leasing by IBM or any
Restricted Subsidiary, of any Principal Property (whether such Principal Property is now owned or hereafter acquired) that
has been or is to be sold or transferred by IBM or such Restricted Subsidiary to such Person, other than (a) temporary leases
for a term, including renewals at the option of the lessee, of not more than three years; (b) leases between IBM and a
Restricted Subsidiary or between Restricted Subsidiaries; and (c) leases of Principal Property executed by the time of, or
within 180 days after the latest of, the acquisition, the completion of construction or improvement (including any
improvements on property which will result in such property becoming Principal Property), or the commencement of
commercial operation of such Principal Property.
“Sanctioned Country”: at any time, a country, region or territory that is itself or whose government is the subject or
target of any Sanctions (currently, Crimea, Cuba, Iran, North Korea, Sudan and Syria).
“Sanctioned Person”: at any time, (a) any Person listed in any Sanctions-related list of designated Persons
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the U.S. Department of State,
or by the United Nations Security Council, the European Union, any European Union member state or her Majesty’s
Treasury of the United Kingdom, (b) any Person, organized or resident in a Sanctioned Country, or (c) any Person 50% or
more owned or controlled (to the knowledge of either Borrower) by any such Person or Persons.
“Sanctions”: economic or financial sanctions or trade embargoes imposed, administered or enforced from time to
time by (a) the U.S. government, including those administered by the Office of Foreign Assets Control of the U.S.
Department of the Treasury or the U.S. Department of State or (b) the United Nations Security Council, the European Union,
any European Union member state or Her Majesty’s Treasury of the United Kingdom .
“SEC”: the Securities and Exchange Commission and any successor agency.
“Secured Debt”: (a) Debt of IBM or a Restricted Subsidiary, which is secured by any Lien other than a Permitted
Lien upon any Principal Property or Restricted Securities and (b) Indebtedness of IBM or a Restricted Subsidiary in respect
of any conditional sale or other title retention agreement covering Principal Property or Restricted Securities; but “Secured
Debt” shall not include any of the following:
(i)
Debt of IBM and the Restricted Subsidiaries outstanding on July 15, 1985, secured by then
existing Liens upon, or incurred in connection with conditional
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sales agreements or other title retention agreements with respect to, Principal Property or Restricted Securities;
(ii)
Debt of IBM or a Restricted Subsidiary secured by (A) purchase money Liens upon Principal
Property or Restricted Securities acquired after July 15, 1985, or (B) Liens placed on Principal Property after
July 15, 1985, during construction or improvement thereof (including any improvements on property which resulted
or will result in such property becoming Principal Property) or placed thereon within 180 days after the later of
acquisition, completion of construction or improvement or the commencement of commercial operation of such
Principal Property or improvement, or placed on Restricted Securities acquired after July 15, 1985, or
(C) conditional sale agreements or other title retention agreements with respect to any Principal Property or
Restricted Securities acquired after July 15, 1985, if (in each case referred to in this subparagraph (ii)) (x) such Lien
or agreement secures all or any part of the Debt incurred for the purpose of financing all or any part of the purchase
price or cost of construction of such Principal Property or improvement or Restricted Securities and (y) such Lien or
agreement does not extend to any Principal Property or Restricted Securities other than the Principal Property or
Restricted Securities so acquired or the Principal Property, or portion thereof, on which the property so constructed,
or such improvement, is located; provided, however, that the amount by which the aggregate principal amount of
Debt secured by any such Lien or agreement exceeds the cost to IBM or such Restricted Subsidiary of the related
acquisition, construction or improvement shall be considered to be “Secured Debt”;
(iii)
Debt of IBM or a Restricted Subsidiary secured by Liens on Principal Property or Restricted
Securities, which Liens exist at the time of acquisition (by any manner whatsoever) of such Principal Property or
Restricted Securities by IBM or a Restricted Subsidiary;
(iv)
Debt of Restricted Subsidiaries owing to IBM or any other Restricted Subsidiary or Debt of IBM
owing to any Restricted Subsidiary;
(v)
in the case of any corporation which becomes (by any manner whatsoever), as the case may be, a
Restricted Subsidiary after the Effective Date, Debt secured by Liens upon, or conditional sale agreements or other
title retention agreements with respect to, its property which constitutes Principal Property or Restricted Securities,
which Liens shall have existed or exist, as the case may be, at the time such corporation shall have become or
becomes, as the case may be, a Restricted Subsidiary;
(vi)
guarantees by IBM or IBMCLLC of Secured Debt and Attributable Debt of any Restricted
Subsidiaries and guarantees by a Restricted Subsidiary of Secured Debt and Attributable Debt of IBM and any other
Restricted Subsidiaries;
(vii)

Debt arising from any Sale and Leaseback Transaction;

(viii)
Debt secured by Liens on property of IBM or a Restricted Subsidiary in favor of the United States
of America, any state, Territory or possession thereof, or the District of Columbia, or any department, agency or
instrumentality or political subdivision of the United States of America or any state, Territory or possession thereof,
or the District of Columbia, or in favor of any other country or any political subdivision thereof, if such Debt was
incurred for the purpose of financing all or any part of the
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purchase price or the cost of construction of the property subject to such Liens; provided, however, that the amount
by which the aggregate principal amount of Debt secured by any such Lien exceeds the cost to IBM or such
Restricted Subsidiary of the related acquisition or construction shall be considered to be “Secured Debt”; and
(ix)
the replacement, extension or renewal (or successive replacements, extensions or renewals) of any
Debt (in whole or in part) excluded from the definition of “Secured Debt” by subparagraphs (i) through (viii) above;
provided, however, that no Lien securing, or conditional sale or title retention agreement with respect to, such Debt
shall extend to or cover any Principal Property or any Restricted Securities, other than such property which secured
the Debt so replaced, extended or renewed (plus improvements on or to any such Principal Property); provided,
further, however, that to the extent that such replacement, extension or renewal increased or increases the principal
amount of Debt secured by such Lien or was or is in a principal amount in excess of the principal amount of Debt
excluded from the definition of “Secured Debt” by subparagraphs (i) through (viii) above, the amount of such
increase or excess shall be considered to be “Secured Debt”.
In no event shall the foregoing provisions be interpreted to mean or their operation to cause the same Debt to be included
more than once in the calculation of “Secured Debt” as that term is used herein.
“Securitization Transactions”: as defined in the definition of Indebtedness.
“Significant Subsidiary”: any Subsidiary of IBM or IBMCLLC that would be a “significant subsidiary” within the
meaning of Rule 1-02 of the SEC’s Regulation S-X.
“Status”: as to IBM or IBMCLLC, the existence of Level I Status, Level II Status, Level III Status, Level IV Status
or Level V Status, as the case may be.
“Subsidiary”: (a) any corporation of which IBM or IBMCLLC owns or controls more than 50% of the outstanding
Voting Stock or (b) any such corporation of which such percentage of shares of outstanding Voting Stock shall at the time be
owned or controlled by IBM, IBMCLLC or one or more Subsidiaries as defined in clause (a) or by one or more such
Subsidiaries. For the avoidance of doubt, IBMCLLC is a Subsidiary of IBM.
“Support Agreement”: the Support Agreement, dated and effective as of May 2, 2017 (the “Support Agreement”)
between IBM and IBMCLLC.
“TARGET”: the Trans-European Automated Real-time Gross settlement Express Transfer system.
“taxes”: all present or future taxes, levies, imposts, duties, deductions, withholdings (including backup withholding),
assessments, fees or other charges imposed by any Governmental Authority, including interest, additions to tax or penalties
applicable thereto.
“Termination Date”: the date that is three years after the Effective Date as such date may be extended in accordance
with Section 2.21 (or if such date is not a Business Day, the Business Day immediately prior thereto).
“Transactions”: as defined in Section 4.2.
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“Transferee”: as defined in Section 11.9.
“Treaty”: the Treaty establishing the European Economic Community, being the Treaty of Rome of March 25, 1957,
as amended by the Single European Act 1987, the Maastricht Treaty (which was signed at Maastricht on February 7, 1992
and came into force on November 1, 1993), the Amsterdam Treaty (which was signed at Amsterdam on October 2, 1997 and
came into force on May 1, 1999) and the Nice Treaty (which was signed on February 26, 2001), each as may be further
amended, supplemented or otherwise modified from time to time and as referred to in legislative measures of the European
Union for the introduction of, changeover to or operating of the Euro in one or more member states.
“Type”: (a) as to any Revolving Credit Loan, its nature as an ABR Loan, EURIBOR Loan, or a Eurodollar Loan
and (b) as to any Competitive Loan, its nature as a Fixed Rate Competitive Loan or an Index Rate Competitive Loan.
“Undisclosed Administration”: in relation to a Lender, the appointment of an administrator, provisional liquidator,
conservator, receiver, trustee, custodian or other similar official by a supervisory authority or regulator under or based on the
law in the country where such Lender is subject to home jurisdiction supervision if applicable law requires that such
appointment is not to be publicly disclosed.
“Voting Stock”: with respect to any Person, outstanding capital stock of such Person ordinarily (and apart from
rights exercisable upon the occurrence of any contingency) having the power to vote in the election of directors of such
Person.
“Write-Down and Conversion Powers”: with respect to any EEA Resolution Authority, the write-down and
conversion powers of such EEA Resolution Authority from time to time under the Bail-In Legislation for the applicable EEA
Member Country, which write-down and conversion powers are described in the EU Bail-In Legislation Schedule.
1.2 Other Definitional Provisions. (a) Unless otherwise specified therein, all terms defined in this Agreement shall
have the defined meanings when used in any instrument, certificate or other document made or delivered pursuant hereto.
(b) As used herein and in any instrument, certificate or other document made or delivered pursuant hereto,
accounting terms relating to IBM and its Subsidiaries not defined in Section 1.1 and accounting terms partly defined in Section 1.1, to
the extent not defined, shall have the respective meanings given to them under GAAP, provided that, (i) if IBM notifies the
Administrative Agent that IBM requests an amendment of any provision hereof to eliminate the effect of any change occurring after
the date hereof in GAAP or in the application thereof (or if the Administrative Agent notifies IBM that the Required Lenders request
an amendment of any provision hereof for such purpose), regardless of whether such notice is given before or after such change in
GAAP or in the application thereof, then such provision shall be applied on the basis of GAAP as in effect and applied immediately
before such change shall have become effective until such notice shall have been withdrawn or such provision amended in accordance
herewith, and (ii) notwithstanding any other provision contained herein, all terms of an accounting or financial nature used herein
shall be construed, and all computations of amounts and ratios referred to herein shall be made, without giving effect to any change in
accounting for leases pursuant to GAAP resulting from the implementation of Financial Accounting Standards Board ASU No. 201602, Leases (Topic 842), to the extent such adoption would require treating any lease (or similar arrangement conveying the right to
use) as a Capital Lease where such lease (or similar
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arrangement) would not have been required to be so treated under GAAP as in effect on December 31, 2015.
(c) The words “hereof”, “herein” and “hereunder” and words of similar import when used in this Agreement shall
refer to this Agreement as a whole and not to any particular provision of this Agreement, and Section, Schedule and Exhibit references
are to this Agreement unless otherwise specified.
(d) The meanings given to terms defined herein shall be equally applicable to both the singular and plural forms of
such terms.
(e) Notwithstanding anything to the contrary herein, in no event shall any Lender be required to fund a Loan or
participation hereunder to the extent such funding would cause the aggregate outstanding Dollar Amount of Revolving Credit Loans to
exceed such Lender’s Revolving Credit Commitment.
SECTION 2.

AMOUNT AND TERMS OF REVOLVING CREDIT FACILITIES

2.1 Revolving Credit Commitments. (a) Subject to the terms and conditions hereof, each Lender severally agrees
to make revolving credit loans in Dollars and Euros (“Revolving Credit Loans”) to any Borrower from time to time during the
Revolving Credit Commitment Period. During the Revolving Credit Commitment Period each Borrower may use the Revolving
Credit Commitments by borrowing, prepaying the Revolving Credit Loans in whole or in part, and reborrowing, all in accordance with
the terms and conditions hereof. Notwithstanding anything to the contrary contained in this Agreement, in no event may Revolving
Credit Loans be borrowed under this Section 2 if, after giving effect thereto, (i) the aggregate Dollar Amount of the Loans then
outstanding would exceed the aggregate Revolving Credit Commitments then in effect, or (ii) the aggregate Dollar Amount of
Revolving Credit Loans made by any Lender then outstanding would exceed such Lender’s Revolving Credit Commitment (in each
case, with respect to any Loans denominated in Euros, based on the Dollar Amount thereof).
(b) The Revolving Credit Loans (x) denominated in Dollars may from time to time be (i) Eurodollar Loans,
(ii) ABR Loans or (iii) a combination thereof, as determined by the relevant Borrower and notified to the Administrative Agent in
accordance with Sections 2.2 and 2.3 and (y) denominated in Euros shall be EURIBOR Loans; provided that no Revolving Credit
Loan shall be made as a Eurodollar Loan or EURIBOR Loan after the day that is one month prior to the Termination Date.
2.2 Procedure for Revolving Credit Borrowing. Each Borrower may borrow under the Revolving Credit
Commitments during the Revolving Credit Commitment Period on any Business Day; provided that such Borrower shall give the
Administrative Agent irrevocable notice (which notice must be received by the Administrative Agent prior to (a) 11:00 A.M., New
York City time, three Business Days prior to the requested Borrowing Date, if all or any part of the requested Revolving Credit Loans
are to be initially Eurodollar Loans, (b) 11:00 A.M., New York City time, on the requested Borrowing Date if the requested Revolving
Credit Loans are to be initially ABR Loans or (c) 11:00 A.M. London time, three Business Days prior to the requested Borrowing
Date, if all or any part of the requested Revolving Credit Loans are to be initially EURIBOR Loans), specifying (i) the amount to be
borrowed, (ii) the requested Borrowing Date, (iii) whether the borrowing is to be of Eurodollar Loans, EURIBOR Loans, ABR Loans
or a combination thereof and (iv) if the borrowing is to be entirely or partly of Eurodollar Loans or EURIBOR Loans, the respective
amounts of each such Loan and the respective lengths of the initial Interest Periods therefor. Each borrowing under the Revolving
Credit Commitments shall be in a
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minimum aggregate principal amount of the lesser of (i) $50,000,000 or a whole multiple of $5,000,000 in excess thereof (or
€50,000,000 or a whole multiple of €5,000,000 in excess thereof in the case of EURIBOR Loans) and (ii) the aggregate amount of the
then Available Revolving Credit Commitments. Upon receipt of any such notice from any Borrower, the Administrative Agent shall
promptly notify each Lender of the aggregate amount of such borrowing and of the amount of such Lender’s Revolving Credit
Borrowing Share (if any) thereof. Each Lender will make the amount of its Revolving Credit Borrowing Share of each such
borrowing available to the Administrative Agent for the account of the relevant Borrower at the office of the Administrative Agent
specified in Section 11.2 prior to 2:00 P.M., New York City time, on the Borrowing Date requested by such Borrower in funds
immediately available to the Administrative Agent. Such borrowing will then be made available to the relevant Borrower by the
Administrative Agent crediting the account of such Borrower on the books of such office with the aggregate of the amounts made
available to the Administrative Agent by the Lenders and in like funds as received by the Administrative Agent.
2.3 Conversion and Continuation Options for Revolving Credit Loans. (a) Each Borrower may elect from time to
time to convert Eurodollar Loans to ABR Loans, by giving the Administrative Agent at least one Business Day’s prior irrevocable
notice of such election; provided that if any such conversion of Eurodollar Loans is made other than on the last day of an Interest
Period with respect thereto, such Borrower shall pay any amounts due to the Lenders pursuant to Section 2.19 as a result of such
conversion. Each Borrower may elect from time to time to convert ABR Loans to Eurodollar Loans by giving the Administrative
Agent at least three Business Days’ prior irrevocable notice of such election. Any such notice of conversion to Eurodollar Loans shall
specify the length of the initial Interest Period or Interest Periods therefor. Upon receipt of any such notice the Administrative Agent
shall promptly notify each Lender thereof. All or any part of outstanding Eurodollar Loans or ABR Loans may be converted as
provided herein; provided that (i) no Loan may be converted into a Eurodollar Loan when any Default or Event of Default has
occurred and is continuing and the Administrative Agent or the Required Lenders have determined in its or their sole discretion that
such a conversion is not appropriate, (ii) any such conversion may only be made if, after giving effect thereto, Section 2.4 shall not
have been contravened and (iii) no Loan may be converted into a Eurodollar Loan after the date that is one month prior to the
Termination Date.
(b) Any Eurodollar Loans or EURIBOR Loans may be continued as such upon the expiration of the then current
Interest Period with respect thereto by the relevant Borrower giving at least three Business Days’ prior irrevocable notice to the
Administrative Agent, in accordance with the applicable provisions of the term “Interest Period” set forth in Section 1.1, of the length
of the next Interest Period to be applicable to such Loans; provided that, except as set forth in clause (y) of the further proviso below
in this paragraph, no Eurodollar Loan or EURIBOR Loan may be continued as such (i) when any Default or Event of Default has
occurred and is continuing and the Administrative Agent or the Required Lenders have determined in its or their sole discretion that
such a continuation is not appropriate, (ii) if, after giving effect thereto, Section 2.4 would be contravened or (iii) after the date that is
one month prior to the Termination Date and provided, further, that if such Borrower shall fail to give any required notice as described
above in this Section 2.3 or if such continuation is not permitted pursuant to the preceding proviso such (x) Eurodollar Loans shall
automatically be converted to ABR Loans on the last day of such then expiring Interest Period and (y) EURIBOR Loans shall be
continued as EURIBOR Loans with an Interest Period of one month.
2.4 Minimum Amounts and Maximum Number of Eurodollar and EURIBOR Tranches. All borrowings, optional
prepayments, conversions and continuations of Eurodollar Loans and EURIBOR Loans hereunder and all selections of Interest
Periods hereunder shall be in such amounts and be made pursuant to such elections so that, after giving effect thereto, (a) the
aggregate principal amount of the Eurodollar Loans or EURIBOR Loans comprising each Eurodollar Tranche or EURIBOR Tranche,
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respectively, shall be equal to $50,000,000 or a whole multiple of $5,000,000 in excess thereof (or €50,000,000 or a whole multiple of
€5,000,000 in excess thereof in the case of EURIBOR Loans) and (b) there shall be no more than 20 Eurodollar Tranches or 20
EURIBOR Tranches outstanding at any one time.
2.5 [Reserved]
2.6 Optional Prepayments of Revolving Credit Loans. Each Borrower may at any time and from time to time
prepay the Revolving Credit Loans (subject, in the case of Eurodollar Loans and EURIBOR Loans to compliance with the terms of
Sections 2.4 and 2.19), in whole or in part, without premium or penalty, upon at least one Business Day’s irrevocable notice to the
Administrative Agent, specifying the date and amount of prepayment and whether the prepayment is of Eurodollar Loans (including
the Eurodollar Tranche(s) to which such prepayment is to be applied), EURIBOR Loans (including the EURIBOR Tranche(s) to
which such prepayment is to be applied), ABR Loans or a combination thereof, and, if of a combination thereof, the amount allocable
to each. Upon receipt of any such notice the Administrative Agent shall promptly notify each relevant Lender thereof. If any such
notice is given, the amount specified in such notice shall be due and payable on the date specified therein, together with (except in the
case of ABR Loans) accrued interest to such date on the amount prepaid. Partial prepayments of Revolving Credit Loans shall be in
an aggregate principal amount of $50,000,000 or a whole multiple of $5,000,000 in excess thereof (or €50,000,000 or a whole
multiple of €5,000,000 in excess thereof in the case of EURIBOR Loans), or, if less, the remaining outstanding principal amount
thereof.
2.7 The Competitive Loans. Subject to the terms and conditions of this Agreement, each Borrower may borrow
Competitive Loans in Dollars from time to time during the Competitive Loan Borrowing Period on any Business Day, provided, that
in no event may Competitive Loans be borrowed hereunder if, after giving effect thereto, the aggregate principal amount of Loans
then outstanding would exceed the aggregate amount of the Revolving Credit Commitments at such time. Within the limits and on the
conditions hereinafter set forth with respect to Competitive Loans, each Borrower from time to time may borrow, repay and reborrow
Competitive Loans.
2.8 Procedure for Competitive Loan Borrowing. (a) The relevant Borrower shall request Competitive Loans by
delivering a Competitive Loan Request to the Administrative Agent, not later than 12:00 Noon (New York City time) four Business
Days prior to the proposed Borrowing Date (in the case of an Index Rate Competitive Loan Request), and not later than 10:00
A.M. (New York City time) one Business Day prior to the proposed Borrowing Date (in the case of a Fixed Rate Competitive Loan
Request). Each Competitive Loan Request may solicit bids for Competitive Loans in an aggregate principal amount of $20,000,000 or
an integral multiple of $5,000,000 in excess thereof and having not more than three alternative maturity dates. The maturity date for
each Fixed Rate Competitive Loan shall be not less than 14 days nor more than 180 days after the Borrowing Date therefor and the
maturity date for each Index Rate Competitive Loan shall be not less than one month nor more than six months after the Borrowing
Date therefor, and in any event shall be not later than the Termination Date. The Administrative Agent shall notify each Competitive
Loan Lender promptly by facsimile transmission of the contents of each Competitive Loan Request received by the Administrative
Agent.
(b) In the case of an Index Rate Competitive Loan Request, upon receipt of notice from the Administrative Agent
of the contents of such Competitive Loan Request, each Competitive Loan Lender may elect, in its sole discretion, to offer
irrevocably, subject to Section 5, to make one or more Competitive Loans at the Applicable Index Rate plus or minus a margin
determined by such Competitive Loan Lender in its sole discretion for each such Competitive Loan. Any such irrevocable offer shall
be
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made by delivering a Competitive Loan Offer to the Administrative Agent, before 10:30 A.M. (New York City time) on the day that is
three Business Days before the proposed Borrowing Date, setting forth:
(i)
the maximum amount of Competitive Loans for each maturity date and the aggregate maximum
amount of Competitive Loans for all maturity dates which such Competitive Loan Lender would be willing to make
(which amounts may, subject to Section 2.7, exceed such Competitive Loan Lender’s Revolving Credit
Commitment); and
(ii)
the margin above or below the Applicable Index Rate at which such Competitive Loan Lender is
willing to make each such Competitive Loan.
The Administrative Agent shall advise the relevant Borrower before 11:00 A.M. (New York City time) on the date which is three
Business Days before the proposed Borrowing Date of the contents of each such Competitive Loan Offer received by it. If the
Administrative Agent, in its capacity as a Competitive Loan Lender, shall elect, in its sole discretion, to make any such Competitive
Loan Offer, it shall advise the relevant Borrower of the contents of its Competitive Loan Offer before 10:15 A.M. (New York City
time) on the date which is three Business Days before the proposed Borrowing Date.
(c) In the case of a Fixed Rate Competitive Loan Request, upon receipt of notice from the Administrative Agent of
the contents of such Competitive Loan Request, each Competitive Loan Lender may elect, in its sole discretion, to offer irrevocably,
subject to Section 5, to make one or more Competitive Loans at a rate of interest determined by such Competitive Loan Lender in its
sole discretion for each such Competitive Loan. Any such irrevocable offer shall be made by delivering a Competitive Loan Offer to
the Administrative Agent before 9:30 A.M. (New York City time) on the proposed Borrowing Date, setting forth:
(i)
the maximum amount of Competitive Loans for each maturity date, and the aggregate maximum
amount for all maturity dates, which such Competitive Loan Lender would be willing to make (which amounts may,
subject to Section 2.7, exceed such Competitive Loan Lender’s Revolving Credit Commitment); and
(ii)
the rate of interest at which such Competitive Loan Lender is willing to make each such
Competitive Loan.
The Administrative Agent shall advise the relevant Borrower before 10:00 A.M. (New York City time) on the proposed Borrowing
Date of the contents of each such Competitive Loan Offer received by it. If the Administrative Agent, in its capacity as a Competitive
Loan Lender, shall elect, in its sole discretion, to make any such Competitive Loan Offer, it shall advise the relevant Borrower of the
contents of its Competitive Loan Offer before 9:15 A.M. (New York City time) on the proposed Borrowing Date.
(d) Before 11:30 A.M. (New York City time) three Business Days before the proposed Borrowing Date (in the case
of Index Rate Competitive Loans) and before 10:30 A.M. (New York City time) on the proposed Borrowing Date (in the case of Fixed
Rate Competitive Loans), the relevant Borrower, in its absolute discretion, shall:
(i)
that effect, or

cancel such Competitive Loan Request by giving the Administrative Agent telephone notice to

(ii)
by giving telephone notice to the Administrative Agent (immediately confirmed by delivery to the
Administrative Agent of a Competitive Loan Confirmation
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in writing or by facsimile transmission) (1) subject to the provisions of Section 2.8(e), accept one or more of the
offers made by any Competitive Loan Lender or Competitive Loan Lenders pursuant to Section 2.8(b) or Section 2.8
(c), as the case may be, of the amount of Competitive Loans for each relevant maturity date and (2) reject any
remaining offers made by Competitive Loan Lenders pursuant to Section 2.8(b) or Section 2.8(c), as the case may
be.
(e) Each Borrower’s acceptance of Competitive Loans in response to any Competitive Loan Request shall be
subject to the following limitations:
(i)
The amount of Competitive Loans accepted for each maturity date specified by any Competitive
Loan Lender in its Competitive Loan Offer shall not exceed the maximum amount for such maturity date specified
in such Competitive Loan Offer;
(ii)
the aggregate amount of Competitive Loans accepted for all maturity dates specified by any
Competitive Loan Lender in its Competitive Loan Offer shall not exceed the aggregate maximum amount specified
in such Competitive Loan Offer for all such maturity dates;
(iii)
a Borrower may not accept offers for Competitive Loans for any maturity date in an aggregate
principal amount in excess of the maximum principal amount requested in the related Competitive Loan Request;
and
(iv)
if a Borrower accepts any of such offers, (1) it must accept such offers based solely upon pricing
for such relevant maturity date (including any amounts which shall be payable to the relevant Competitive Loan
Lender in respect of the relevant Competitive Loans pursuant to Section 2.17) and upon no other criteria whatsoever
and (2) if (x) two or more Competitive Loan Lenders submit offers for any maturity date at identical pricing and
such Borrower accepts any of such offers but does not wish to (or by reason of the limitations set forth in Section 2.7
or in this Section 2.8, cannot) borrow the total amount offered by such Competitive Loan Lenders with such
identical pricing, such Borrower shall accept offers from all of such Competitive Loan Lenders in amounts allocated
among them pro rata according to the amounts offered by such Competitive Loan Lenders (or as nearly pro rata as
shall be practicable after giving effect to the requirement that Competitive Loans made by a Competitive Loan
Lender on a Borrowing Date for each relevant maturity date shall be in a principal amount of $5,000,000 or an
integral multiple of $1,000,000 in excess thereof) or (y) a Competitive Loan Lender submits offers for multiple
maturity dates specifying a maximum aggregate principal amount for all maturity dates, and the relevant Borrower
accepts offers from such Competitive Loan Lender for more than one maturity date, then such Borrower shall
instruct the Administrative Agent how to apportion such Borrower’s acceptances among such offers for different
maturity dates to the extent, if any, necessary to provide for acceptance of offers from such Competitive Loan
Lender equal to but not exceeding such specified maximum aggregate amount.
(v)
If the relevant Borrower notifies the Administrative Agent that a Competitive Loan Request is
cancelled pursuant to Section 2.8(d)(i), the Administrative Agent shall give prompt telephone notice thereof to the
Competitive Loan Lenders.
(f) If the relevant Borrower accepts pursuant to Section 2.8(d)(ii) one or more of the offers made by any one or
more Competitive Loan Lenders, the Administrative Agent promptly shall
25

notify each Competitive Loan Lender which has made such a Competitive Loan Offer of (i) the aggregate amount of such Competitive
Loans to be made on such Borrowing Date for each maturity date, (ii) the acceptance or rejection of any offers to make such
Competitive Loans made by such Competitive Loan Lender and (iii) in the case of Index Rate Competitive Loans, the Applicable
Index Rate in respect thereof. Before 12:00 Noon (New York City time) on the Borrowing Date specified in the applicable
Competitive Loan Request, each Competitive Loan Lender whose Competitive Loan Offer has been accepted shall make available to
the Administrative Agent at its office set forth in Section 11.2 the amount of Competitive Loans to be made by such Competitive Loan
Lender, in immediately available funds. The Administrative Agent will make such funds available to the relevant Borrower as soon as
practicable on such date at the Administrative Agent’s aforesaid address. As soon as practicable after each Borrowing Date, the
Administrative Agent shall notify each Competitive Loan Lender of the aggregate amount of Competitive Loans advanced on such
Borrowing Date, the respective maturity dates thereof and the respective interest rates applicable thereto.
(g) Nothing in Section 2.7 or this Section 2.8 shall be construed as a right of first offer in favor of the Lenders or to
otherwise limit the ability of any Borrower to request and accept credit facilities from any Person (including any of the Lenders).
2.9 Repayment of Loans; Evidence of Debt. (a) Each Borrower hereby unconditionally promises to pay to the
Administrative Agent for the account of the relevant Lenders (i) on the Termination Date (or such earlier date as the Loans become
due and payable pursuant to Section 2.6 or Section 8), the unpaid principal amount of each Loan made to it by each such Lender and
(ii) on the Competitive Loan Maturity Date in respect thereof, the unpaid principal amount of each Competitive Loan made to it by
each such Lender. No Borrower shall have the right to prepay any principal amount of any Competitive Loan. Each Borrower hereby
further agrees to pay interest in immediately available funds at the office of the Administrative Agent on the unpaid principal amount
of the Loans from time to time from the date hereof until payment in full thereof at the rates per annum, and on the dates, set forth in
Section 2.10.
(b) Each Lender shall maintain in accordance with its usual practice an account or accounts evidencing the
indebtedness of each Borrower to the appropriate lending office of such Lender resulting from each Loan made by such lending office
of such Lender from time to time, including the amounts of principal and interest payable and paid to such lending office of such
Lender from time to time under this Agreement.
(c) The Administrative Agent shall maintain the Register pursuant to Section 11.9(a), and a subaccount for each
Lender, in which Register and subaccounts (taken together) shall be recorded (i) the amount of each Loan made hereunder, whether
such Loan is Revolving Credit Loan or a Competitive Loan, the Type of each Revolving Credit Loan or Competitive Loan made and
the Interest Period or maturity date (if any) applicable thereto, (ii) the amount of any principal or interest due and payable or to
become due and payable from each Borrower to each Lender hereunder and (iii) the amount of any sum received by the
Administrative Agent hereunder from each Borrower and each Lender’s share thereof.
(d) The entries made in the Register and accounts maintained pursuant to paragraphs (b) and (c) of this Section 2.9
shall, to the extent permitted by applicable law, be prima facie evidence of the existence and amounts of the obligations of each
Borrower therein recorded; provided, however, that the failure of any Lender or the Administrative Agent to maintain such account,
such Register or such subaccount, as applicable, or any error therein, shall not in any manner affect the obligation of any Borrower to
repay (with applicable interest) the Loans made to such Borrower by such Lender in accordance with the terms of this Agreement.
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2.10
Interest Rates and Payment Dates. (a) Each Eurodollar Loan shall bear interest for each day during each
Interest Period with respect thereto at a rate per annum equal to the Eurodollar Rate determined for such Interest Period plus the
Applicable Margin. Interest in respect of Eurodollar Loans shall accrue from and including the first day of an Interest Period to but
excluding the last day of such Interest Period.
(b) Each ABR Loan shall bear interest at a rate per annum equal to the ABR plus the Applicable Margin.
(c) Each Competitive Loan shall bear interest for each day from the applicable Borrowing Date to (but excluding)
the applicable Competitive Loan Maturity Date at the rate of interest specified in the Competitive Loan Offer accepted by the relevant
Borrower in connection with such Competitive Loan.
(d) Each EURIBOR Loan shall bear interest for each day during each Interest Period with respect thereto at a rate
per annum equal to the EURIBOR Rate determined for such Interest Period plus the Applicable Margin. Interest in respect of
EURIBOR Loans shall accrue from and including the first day of an Interest Period to but excluding the last day of such Interest
Period.
(e) If all or a portion of (i) the principal amount of any Loan, (ii) any interest payable thereon or (iii) any
commitment fee or other amount payable hereunder shall not be paid when due (whether at the stated maturity, by acceleration or
otherwise), such overdue amount shall bear interest at a rate per annum which is (x) in the case of overdue principal (except as
otherwise provided in clause (y) below), the rate that would otherwise be applicable thereto pursuant to the foregoing provisions of
this Section 2.10 plus 2% or (y) in the case of principal of any Competitive Loan which remains overdue past the stated maturity date
thereof, or any overdue interest, commitment fee or other amount, the rate described in Section 2.10(b) plus 2%, in each case from the
date of such non-payment to (but excluding) the date on which such amount is paid in full (as well after as before judgment).
(f) Interest shall be payable in arrears on each Interest Payment Date, provided that interest accruing pursuant to
Section 2.10(e) shall be payable from time to time on demand.
2.11
Fees. (a) IBM shall pay or cause IBMCLLC to pay to the Administrative Agent, for the account of each
Lender, a commitment fee for each day during the Revolving Credit Commitment Period. Such fee shall be payable quarterly in
arrears on the last day of each March, June, September and December and on the Termination Date and shall be computed for each
day during such period at a rate per annum equal to the Commitment Fee Rate in effect on such day on the aggregate amount of the
Available Revolving Credit Commitments in effect on such day.
(b) IBM shall pay or cause IBMCLLC to pay to the Administrative Agent, for its own account, the fees in the
amounts and on the dates previously agreed to in writing by IBM and IBMCLLC.
2.12
Computation of Interest and Fees. (a) Commitment fees and interest (other than interest calculated on the
basis of the Prime Rate) shall be calculated on the basis of a 360-day year for the actual days elapsed. Interest calculated on the basis
of the Prime Rate shall be calculated on the basis of a 365- (or 366-, as the case may be) day year for the actual days elapsed. The
Administrative Agent shall as soon as practicable notify the relevant Borrower and the Lenders of each determination of a Eurodollar
Rate or EURIBOR Rate, as applicable. Any change in the interest rate on a Loan resulting from a change in the ABR shall become
effective as of the opening of business on the day on which such change becomes effective. The Administrative Agent shall as soon
as practicable notify the relevant Borrower and the Lenders of the effective date and the amount of each such change in interest rate.
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(b) Each determination of an interest rate by the Administrative Agent pursuant to any provision of this Agreement
shall be conclusive and binding on the Borrowers and the Lenders in the absence of manifest error.
2.13
Termination or Reduction of Revolving Credit Commitments. IBM and IBMCLLC shall have the right,
upon not less than three Business Days’ irrevocable notice to the Administrative Agent, to terminate the Revolving Credit
Commitments or, from time to time, to reduce the amount of the Revolving Credit Commitments; provided that no such termination or
reduction of Revolving Credit Commitments shall be permitted if, after giving effect thereto and to any repayments of the Loans made
on the effective date thereof, (a) the aggregate Dollar Amount of the Loans then outstanding would exceed the aggregate Revolving
Credit Commitments then in effect or (b) the aggregate Dollar Amount of Loans made by any Lender then outstanding would exceed
such Lender’s Revolving Credit Commitment. Any such reduction shall be in an amount equal to $50,000,000 or a whole multiple of
$5,000,000 in excess thereof and shall reduce permanently the Revolving Credit Commitments then in effect.
2.14

Inability to Determine Interest Rate. If prior to the first day of any Interest Period:

(a) the Administrative Agent shall have determined (which determination shall be conclusive and binding
upon the Borrowers) that, by reason of circumstances affecting the relevant market, adequate and reasonable means
do not exist for ascertaining the Eurodollar Rate or EURIBOR Rate, as applicable, for such Interest Period, or
(b) the Administrative Agent shall have received notice from the Required Lenders that the Eurodollar
Rate or EURIBOR Rate, as applicable, determined or to be determined for such Interest Period will not adequately
and fairly reflect the cost to such Lenders (as conclusively certified by such Lenders) of making or maintaining their
affected Loans during such Interest Period,
the Administrative Agent shall give telecopy or telephonic notice thereof to the Borrowers and the Lenders as soon as practicable
thereafter. If such notice is given (x) any Eurodollar Loans requested to be made on the first day of such Interest Period shall be made
as ABR Loans (y) any EURIBOR Loans requested to be made on the first day of such Interest Period shall not be made and (z) any
Loans that, on the first day of such Interest Period, were to have been converted to or continued as Eurodollar Loans shall be
continued as or converted to ABR Loans. Until such notice has been withdrawn by the Administrative Agent, no further Eurodollar
Loans or EURIBOR Loans, as applicable, shall be made or continued as such, nor shall any Borrower have the right to convert ABR
Loans to Eurodollar Loans or EURIBOR Loans.
In the event that the Administrative Agent shall have determined (which determination shall be conclusive and binding upon
the Borrowers) that by reason of circumstances affecting the relevant market, adequate and reasonable means do not exist for
ascertaining the Applicable Index Rate for any Interest Period with respect to a proposed Index Rate Competitive Loans to be made
pursuant to an Index Rate Competitive Loan Request, the Administrative Agent shall forthwith give notice of such determination to
the relevant Borrower and the Competitive Loan Lender at least two Business Days prior to the proposed borrowing date, and such
Index Rate Competitive Loan shall not be made on such date. Until any such notice has been withdrawn by the Administrative Agent,
no further Index Rate Competitive Loan Requests shall be submitted by any Borrower.
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2.15
Pro Rata Treatment and Payments. (a) Each reduction of the Revolving Credit Commitments of the
Lenders shall be made pro rata according to the Lenders’ respective Commitment Percentages. Each payment (including each
prepayment) by a Borrower on account of principal of and interest on Revolving Credit Loans which are ABR Loans shall be made
pro rata according to the respective outstanding principal amounts of such ABR Loans then held by the Lenders. Each payment
(including each prepayment) by a Borrower on account of principal of and interest on Eurodollar Loans or EURIBOR Loans
designated by a Borrower to be applied to a particular Eurodollar Tranche or EURIBOR Tranche, respectively, shall be made pro rata
according to the respective outstanding principal amounts of such Eurodollar Loans or EURIBOR Loans of such Tranche then held by
the Lenders. All payments (including prepayments) to be made by a Borrower hereunder, whether on account of principal, interest,
fees or otherwise, shall be made without setoff or counterclaim and shall be made prior to (i) 12:00 Noon, New York City time, in
respect of payments of principal or interest relating to Revolving Credit Loans made in the New York Funding Office and (ii) 12:00
Noon, London time, in respect of Revolving Credit Loans made in the Euro Funding Office, in each case, on the due date thereof to
the Administrative Agent, for the account of the Lenders, and, (x) in the case of any payment of principal received, in the currency in
which such Revolving Credit Loan is denominated, (y) in case of payment of interest, in the same currency as the underlying
Revolving Credit Loan from which such interest has accrued, and (z) in the case of payment of fees or otherwise, in Dollars. The
Administrative Agent shall distribute such payments to the Lenders promptly upon receipt in like funds as received. If any payment
hereunder (other than payments on Eurodollar Loans or Index Rate Competitive Loans or EURIBOR Loans) becomes due and payable
on a day other than a Business Day, such payment shall be extended to the next succeeding Business Day, and, with respect to
payments of principal, interest thereon shall be payable at the then applicable rate during such extension. If any payment on a
Eurodollar Loan or Index Rate Competitive Loan or EURIBOR Loan becomes due and payable on a day other than a Business Day,
the maturity thereof shall be extended to the next succeeding Business Day (and, with respect to payments of principal, interest
thereon shall be payable at the then applicable rate during such extension) unless the result of such extension would be to extend such
payment into another calendar month, in which event such payment shall be made on the immediately preceding Business Day. The
provisions of this Section 2.15(a) shall, to the extent applicable, be subject to the procedures set forth in Section 2.21.
(b) Unless the Administrative Agent shall have been notified in writing by any Lender prior to a borrowing that
such Lender will not make the amount that would constitute its share of such borrowing available to the Administrative Agent, the
Administrative Agent may assume that such Lender is making such amount available to the Administrative Agent, and the
Administrative Agent may, in reliance upon such assumption, make available to the relevant Borrower a corresponding amount. If
such amount is not made available to the Administrative Agent by the required time on the Borrowing Date therefor, such Lender shall
pay to the Administrative Agent, on demand, such amount with interest thereon at a rate (i) in the case of amounts denominated in
Dollars, equal to the daily average Federal Funds Effective Rate for the period until such Lender makes such amount immediately
available to the Administrative Agent and (ii) in the case of amounts denominated in Euros, determined by the Administrative Agent
to be the cost to it of funding such amount until such Lender makes such amount immediately available to the Administrative Agent.
A certificate of the Administrative Agent submitted to any Lender with respect to any amounts owing under this Section 2.15(b) shall
be conclusive in the absence of manifest error. If such Lender’s share of such borrowing is not made available to the Administrative
Agent by such Lender within three Business Days of such Borrowing Date, the Administrative Agent shall also be entitled to recover
such amount with interest thereon at the rate per annum applicable to ABR Loans hereunder, on demand, from the relevant Borrower.
(c) If any Lender shall fail to make any payment required to be made by it pursuant to Section 2.5(b), 2.5(c), 2.15
(b), 2.18(c) or 9.7, then the Administrative Agent may, in its discretion and notwithstanding any contrary provision hereof, (i) apply
any amounts thereafter received by the
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Administrative Agent for the account of such Lender for the benefit of the Administrative Agent to satisfy such Lender’s obligations
under such Sections until all such unsatisfied obligations are fully paid, and/or (ii) hold any such amounts in a segregated account as
cash collateral for, and application to, any future funding obligations of such Lender under any such Section, in the case of each of
clauses (i) and (ii) above, in any order as determined by the Administrative Agent in its discretion.
2.16
Illegality. Notwithstanding any other provision herein, if the adoption of or any change in any Requirement
of Law or in the interpretation or application thereof shall make it unlawful for any Lender to make or maintain Eurodollar Loans,
EURIBOR Loans or Index Rate Competitive Loans as contemplated by this Agreement, (a) the commitment of such Lender hereunder
to make Eurodollar Loans, continue Eurodollar Loans as such and convert ABR Loans to Eurodollar Loans shall forthwith be
cancelled, (b) such Lender’s Revolving Credit Loans then outstanding as Eurodollar Loans, if any, shall be converted automatically to
ABR Loans on the respective last days of the then current Interest Periods with respect to such Loans or within such earlier period as
required by law, (c) with respect to any outstanding EURIBOR Loans, the applicable Borrower shall either (x) repay such EURIBOR
Loans (with accrued interest thereon) or (y) elect to convert such EURIBOR Loans into ABR Loans denominated in Dollars based on
the current Exchange Rate, and (d) with respect to any Index Rate Competitive Loan of such Lender, take such action as such Lender
may reasonably request.
2.17
Requirements of Law. (a) If the adoption of or any change in any Requirement of Law applicable to any
Lender or in the interpretation or application thereof or compliance by any Lender with any request or directive (whether or not having
the force of law) from any central bank or other Governmental Authority made subsequent to the Effective Date (or, in the case of
Index Rate Competitive Loans, made subsequent to acceptance by a Borrower of such Loan):
(i)
shall subject any Lender or the Administrative Agent to any taxes (other than (A) Non-Excluded Taxes and
(B) taxes described in Section 2.18(a)(i) through (iv)) on its Loans, Commitments, or other obligations, or its deposits,
reserves, other liabilities or capital attributable thereto;
(ii)
shall impose, modify or hold applicable any reserve, special deposit, compulsory loan or similar
requirement against assets held by, deposits or other liabilities in or for the account of, advances, loans or other extensions of
credit by, or any other acquisition of funds by, any office of such Lender which is not otherwise included pursuant to
Section 2.17(c) in the determination of the Eurodollar Rate or the Applicable Index Rate or EURIBOR Rate, as the case may
be; or
(iii)

shall impose on such Lender any other condition;

and the result of any of the foregoing is to increase the cost to such Lender or the Administrative Agent, by an amount which such
Lender or the Administrative Agent deems to be material, of making, converting into, continuing or maintaining Eurodollar Loans or
Index Rate Competitive Loans or EURIBOR Loans (or any Loan in the case of (i)), or to reduce any amount receivable hereunder in
respect thereof, then, in any such case, the relevant Borrower shall promptly pay such Lender or the Administrative Agent, upon its
demand, any additional amounts necessary to compensate such Lender or the Administrative Agent for such increased cost or reduced
amount receivable. If any Lender or the Administrative Agent becomes entitled to claim any additional amounts pursuant to this
Section 2.17(a), it shall promptly notify the relevant Borrower, through the Administrative Agent, of the event by reason of which it
has become so entitled.
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(b) If any Lender shall have determined that any change in any Requirement of Law regarding capital adequacy or
liquidity or in the interpretation or application thereof or compliance by such Lender or any corporation controlling such Lender with
any request or directive regarding capital or liquidity adequacy (whether or not having the force of law) from any Governmental
Authority, in each case made subsequent to the Effective Date, does or shall have the effect of reducing the rate of return on such
Lender’s or such corporation’s capital as a consequence of its obligations hereunder to a level below that which such Lender or such
corporation could have achieved but for such application or compliance (taking into consideration such Lender’s or such corporation’s
policies with respect to capital or liquidity adequacy) by an amount deemed by such Lender to be material, then from time to time,
after submission by such Lender to the relevant Borrower (with a copy to the Administrative Agent) of a written request therefor, such
Borrower shall pay to such Lender such additional amount or amounts as will compensate such Lender for such reduction.
(c) Notwithstanding anything herein to the contrary, (i) all requests, rules, guidelines, requirements and directives
promulgated by the Bank for International Settlements, the Basel Committee on Banking Supervision (or any successor or similar
authority) or by United States or foreign regulatory authorities, in each case pursuant to Basel III, and (ii) the Dodd-Frank Wall Street
Reform and Consumer Protection Act and all requests, rules, guidelines, requirements and directives thereunder or issued in
connection therewith or in implementation thereof, shall in each case be deemed to be a change in Requirements of Law, regardless of
the date enacted, adopted, issued or implemented.
(d) Each Borrower agrees to pay to each Lender which requests compensation under this Section 2.17(d) (by notice
to such Borrower), on the last day of each Interest Period with respect to any Eurodollar Loan or EURIBOR Loan made by such
Lender or on the Competitive Loan Maturity Date with respect to any Index Rate Competitive Loan made by such Lender, as the case
may be, so long as such Lender shall be required to maintain reserves against “Eurocurrency liabilities” under Regulation D of the
Board (or, so long as such Lender may be required by the Board or by any other United States Governmental Authority (or any other
Governmental Authority with jurisdiction over such Lender) to maintain reserves against any other category of liabilities which
includes deposits by reference to which the interest rate on Eurodollar Loans or EURIBOR Loans or Index Rate Competitive Loans is
determined as provided in this Agreement or against any category of extensions of credit or other assets of such Lender which
includes any Eurodollar Loans or EURIBOR Loans or Index Rate Competitive Loans), an additional amount (determined by such
Lender and notified to the relevant Borrower) representing such Lender’s calculation or, if an accurate calculation is impracticable,
reasonable estimate (using such reasonable means of allocation as such Lender shall determine) of the actual costs, if any, incurred by
such Lender during such Interest Period or during the period such Index Rate Competitive Loan was outstanding (a “Competitive Loan
Period”), as the case may be, as a result of the applicability of the foregoing reserves to such Eurodollar Loans or EURIBOR Loans or
Index Rate Competitive Loans, which amount in any event shall not exceed the product of the following for each day of such Interest
Period or Competitive Loan Period:
(i)
the principal amount of the Eurodollar Loans or EURIBOR Loans or Index Rate Competitive
Loans, as the case may be, made by such Lender to which such Interest Period or Competitive Loan Period relates
and outstanding on such day; and
(ii)
the difference between (x) a fraction the numerator of which is the Eurodollar Rate or the
Applicable Index Rate, as the case may be (expressed as a decimal) applicable to such Eurodollar Loan or
EURIBOR Loan or Index Rate Competitive Loan, as applicable, and the denominator of which is one minus the
maximum rate (expressed as a decimal) at which such reserve requirements are imposed by the Board or other
United States Governmental Authority (or any other Governmental
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Authority with jurisdiction over such Lender) on such date minus (y) such numerator; and
(iii)

a fraction the numerator of which is one and the denominator of which is 360.

Any Lender which gives notice under this Section 2.17(d) shall promptly withdraw such notice (by written notice of withdrawal given
to the Administrative Agent and the relevant Borrowers) in the event such Lender is no longer required to maintain such reserves or
the circumstances giving rise to such notice shall otherwise cease to exist. Notwithstanding the foregoing, no Lender shall be entitled
to request compensation under this Section 2.17(d) with respect to any Index Rate Competitive Loan if it shall have obtained actual
knowledge of the change giving rise to such request at the time of submission of such Lender’s Competitive Loan Offer pursuant to
which such Competitive Loan shall have been made, unless notice of such Lender’s entitlement to such compensation shall have been
furnished to the relevant Borrower at or prior to such time.
(e) A certificate as to any additional amounts payable pursuant to this Section 2.17 submitted by any Lender,
through the Administrative Agent, to the relevant Borrower shall specify in reasonable detail the basis for the request for
compensation of such additional amounts and the method of computation thereof and shall be conclusive in the absence of manifest
error. Subject to the provisions of the next succeeding sentence, the relevant Borrower shall (except as otherwise provided in
Section 2.17(d)) pay each Lender the amount shown as due on any such certificate delivered by it within 30 days after receipt thereof.
Notwithstanding any other provision of this Section 2.17, (i) each Lender shall be entitled to compensation under this Section 2.17 for
only such costs as are incurred or reductions as are suffered as to which a certificate has been delivered in accordance with the terms
of this paragraph (d) within 90 days after such Lender obtained actual knowledge of such costs or reductions and (ii) a Borrower shall
not be required to compensate a Lender pursuant to this Section 2.17 for any increased costs or reductions incurred more than 90 days
prior to the date that such Lender notifies such Borrower of the change giving rise to such increased costs or reductions and of such
Lender’s intention to claim compensation therefor; provided that, if the change giving rise to such increased costs or reductions is
retroactive, then the 90-day period referred to in this clause (ii) shall be extended to include the period of retroactive effect thereof.
Each Lender agrees to use its best efforts to notify the relevant Borrower as promptly as practicable after obtaining knowledge of any
such costs or reductions. The obligations of the Borrowers pursuant to this Section 2.17 shall survive the termination of this
Agreement and the payment of the Loans and all other amounts payable hereunder. Notwithstanding any other provision of this
Section 2.17, no Lender shall demand compensation for any increased cost or reduction or other amount referred to above if such
demand would be arbitrary or exceptional in light of similar circumstances under comparable provisions of other credit agreements.
(f) Notwithstanding the foregoing, no Lender shall be entitled to request compensation under Section 2.17(a) or
2.17(b) with respect to any Competitive Loan if it shall have obtained actual knowledge of the change giving rise to such request at the
time of, or such change shall have been publicly announced prior to, submission of such Lender’s Competitive Loan Offer pursuant to
which such Competitive Loan shall have been made, unless notice of such Lender’s entitlement to such compensation shall have been
furnished to the relevant Borrower at or prior to such time.
2.18
Taxes. (a) Unless otherwise required by applicable law, all payments made by or on account of the
Borrowers under this Agreement shall be made free and clear of, and without deduction or withholding for or on account of, any
present or future income, stamp or other taxes, excluding (i) net income taxes and franchise taxes (imposed in lieu of net income
taxes) and branch profits taxes imposed on the Administrative Agent, any Lender or any Transferee (x) as a result of such
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Administrative Agent, Lender or Transferee being organized under the laws of, or having its principal office or, in the case of any
Lender, its applicable lending office located in, the jurisdiction imposing such tax (or any political subdivision thereof) or (y) that are
Other Connection Taxes, (ii) U.S. Federal withholding taxes imposed on amounts payable to or for the account of a Lender with
respect to an applicable interest in a Loan pursuant to a law in effect on the date on which (x) such Lender acquires such interest in the
Loan (other than pursuant to an assignment request by a Borrower under Section 11.11) or (y) such Lender changes its lending office,
except in each case to the extent that, pursuant to this Section 2.18, amounts with respect to such taxes were payable either to such
Lender’s assignor immediately before such Lender acquired the applicable interest in a Loan or to such Lender immediately before it
changed its lending office, (iii) any taxes attributable to a Lender’s failure to comply with the requirements of Section 2.18(d), and
(iv) any U.S. Federal withholding taxes imposed under FATCA. If any such non-excluded taxes, levies, imposts, duties, charges, fees
deductions or withholdings imposed on or with respect to any payment made by or on account of any obligation of any Borrower
under this Agreement (“Non-Excluded Taxes”) are required to be withheld from any amounts payable to the Administrative Agent or
any Lender (or Transferee) hereunder, the amounts so payable by the applicable Borrower shall be increased to the extent necessary to
yield to the Administrative Agent or such Lender (or Transferee) (after payment of all Non-Excluded Taxes) interest or any such other
amounts payable hereunder at the rates or in the amounts specified in this Agreement. Whenever any Non-Excluded Taxes are
payable by any Borrower, as promptly as possible thereafter such Borrower shall send to the Administrative Agent for its own account
or for the account of such Lender (or Transferee), as the case may be, a certified copy of an original official receipt received by such
Borrower showing payment thereof. If any Borrower fails to pay any Non-Excluded Taxes when due to the appropriate taxing
authority or fails to remit to the Administrative Agent the required receipts or other required documentary evidence, such Borrower
shall indemnify the Administrative Agent and the Lenders (or Transferees) for any incremental taxes, interest or penalties that may
become payable by the Administrative Agent or any Lender (or Transferee) as a result of any such failure. The obligations contained
in this Section 2.18 shall survive the termination of this Agreement and the payment of all other amounts payable hereunder.
(b) The Borrowers shall timely pay to the relevant Governmental Authority in accordance with applicable law, or at
the option of the Administrative Agent timely reimburse it for, Other Taxes. The Borrowers shall jointly and severally indemnify the
Administrative Agent and each Lender, within 10 days after demand therefor, for the full amount of any Non-Excluded Taxes
(including Non-Excluded Taxes imposed or asserted on or attributable to amounts payable under this Section) payable or paid by the
Administrative Agent or such Lender or required to be withheld or deducted from a payment to the Administrative Agent or such
Lender and any reasonable expenses arising therefrom or with respect thereto, whether or not such Non-Excluded Taxes were
correctly or legally imposed or asserted by the relevant Governmental Authority. A certificate as to the amount of such payment or
liability delivered to any Borrower by a Lender (with a copy to the Administrative Agent), or by the Administrative Agent on its own
behalf or on behalf of a Lender, shall be conclusive absent manifest error.
(c) Each Lender shall severally, within 10 days after demand therefor, indemnify (i) the Administrative Agent for
(A) any taxes attributable to such Lender (but only to the extent that any Borrower has not already indemnified the Administrative
Agent for such Non-Excluded Taxes and without limiting the obligation of the Borrowers to do so) and (B) any taxes attributable to
such Lender’s failure to comply with the provisions of Section 11.6 relating to the maintenance of a Participant Register and (ii) any
Borrower for any taxes described in Section 2.18(a)(i) through (iv) and attributable to such Lender, in each case, that are payable or
paid by the Administrative Agent or any Borrower (as applicable) in connection with this Agreement, and any reasonable expenses
arising therefrom or with respect thereto, whether or not such taxes were correctly or legally imposed or asserted by the relevant
Governmental Authority. A certificate as to the amount of such payment or liability delivered to any
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Lender by the Administrative Agent shall be conclusive absent manifest error. Each Lender hereby authorizes the Administrative
Agent to set off and apply any and all amounts at any time owing to such Lender under this Agreement or otherwise payable by the
Administrative Agent to the Lender from any other source against any amount due to the Administrative Agent under this paragraph
(c).
(d) To the extent permitted by law, each Lender (or Transferee) that is not a “United States person” within the
meaning of Section 7701(a)(30) of the Code (such Lender (or Transferee), a “Non-U.S. Lender”) shall:
(i)
on the date it becomes a Lender or Transferee, deliver to each Borrower and the Administrative
Agent two properly completed and duly executed originals of either (w) in the case of Non-U.S. Lender claiming
exemption from U.S. federal withholding tax under Section 871(h) or 881(c) of the Code with respect to payments
of “portfolio interest,” United States Internal Revenue Service Form W-8BEN or W-8BEN-E (together with a
certificate substantially in the form of Exhibit J-1 through J-4, as applicable, representing that such Non-U.S.
Lender is not a bank for purposes of Section 881(c)(3)(A) of the Code, is not a 10 percent shareholder (within the
meaning of Section 871(h)(3)(B) of the Code) of any Borrower and is not a controlled foreign corporation (within
the meaning of Section 881(c)(3)(C) of the Code) (a “United States Tax Compliance Certificate”)), (x) Internal
Revenue Service Form W-8BEN, W-8BEN-E or Form W-8ECI, (y) to the extent a Non-U.S. Lender is not the
beneficial owner (for example, where the Non-U.S. Lender is a partnership or a participating Lender), Internal
Revenue Service Form W-8IMY (or any successor forms) of the Non-U.S. Lender, accompanied by a Form W8ECI, W-8BEN, W-8BEN-E, United States Tax Compliance Certificate, Form W-9, Form W-8IMY or any other
required information from each beneficial owner, as applicable (provided that, if one or more beneficial owners are
claiming the portfolio interest exemption, the United States Tax Compliance Certificate may be provided by such
Non-U.S. Lender on behalf of such beneficial owner), or (z) any other form prescribed by applicable U.S. federal
income tax laws (including the Treasury Regulations) as a basis for claiming a complete exemption from, or a
reduction in, U.S. federal withholding tax on any payments to such Lender, in each case properly completed and
duly executed by such Non-U.S. Lender claiming complete exemption from, or reduced rate of, U.S. federal
withholding tax on payments by the Borrower under this Agreement;
(ii)
deliver to each Borrower and the Administrative Agent two properly completed and duly executed
originals of any such form or certification on or before the date that any such form or certification described above
expires or becomes obsolete and after the occurrence of any event requiring a change in the most recent form
previously delivered by it to each Borrower and the Administrative Agent; and
(iii)
obtain such extensions of time for filing and complete such forms or certifications as may
reasonably be requested by each Borrower or the Administrative Agent;
except that the forms and certificates described above shall not be required if any change in Requirement of Law has occurred prior to
the date on which any such delivery would otherwise be required which renders all such forms inapplicable or which would prevent
such Lender (or Transferee) from duly completing and delivering any such form with respect to it and such Lender (or Transferee) so
advises each Borrower and the Administrative Agent. In addition, if a payment made to a Lender under this Agreement would be
subject to U.S. federal withholding tax imposed by FATCA if such Lender were to
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fail to comply with the applicable reporting requirements of FATCA (including those contained in Section 1471(b) or 1472(b) of the
Code, as applicable), such Lender shall deliver to IBM and the Administrative Agent at the time or times prescribed by law and at
such time or times reasonably requested by IBM or the Administrative Agent such documentation prescribed by applicable law
(including as prescribed by Section 1471(b)(3)(C)(i) of the Code) and such additional documentation reasonably requested by IBM or
the Administrative Agent as may be necessary for any Borrower and the Administrative Agent to comply with their obligations under
FATCA and to determine that such Lender has complied with such Lender’s obligations under FATCA or to determine the amount to
deduct and withhold from such payment. Solely for purposes of the preceding sentence, “FATCA” shall include any amendments
made to FATCA after the date of this Agreement.
(e) Each Person that shall become a Participant pursuant to Section 11.6, a Competitive Loan Assignee pursuant to
Section 11.7, or a Lender pursuant to Section 11.8, including for this purpose a Lender that arranges a Loan through or transfers a
Loan to a different branch of such Lender, shall, upon the effectiveness of the related designation or transfer, be required to provide all
of the forms and statements required pursuant to this Section 2.18, provided that in the case of a Participant such Participant shall
furnish all such required forms and statements to the Lender from which the related participation shall have been purchased.
(f) If any Lender (or Transferee) or the Administrative Agent determines, in its sole discretion exercised in good
faith, that it has received a refund of any Non-Excluded Taxes as to which it has been indemnified by any Borrower pursuant to this
Section 2.18, it shall promptly notify such Borrower of such refund and shall, within 30 days after receipt of such refund, repay the
amount of such refund to such Borrower (to the extent of amounts that have been paid by such Borrower under this Section 2.18 with
respect to Non-Excluded Taxes giving rise to such refund), net of all reasonable out-of-pocket expenses of such Lender (or
Transferee) or the Administrative Agent and without interest (other than interest actually received from the relevant taxing authority or
other Governmental Authority with respect to such refund); provided, however, that such Borrower, upon the request of such Lender
(or Transferee) or the Administrative Agent, agrees to return the amount of such refund (plus interest) to such Lender (or Transferee)
or the Administrative Agent in the event such Lender (or Transferee) or the Administrative Agent is required to repay the amount of
such refund to the relevant taxing authority or other Governmental Authority. Notwithstanding anything to the contrary in this
paragraph (f), in no event will any Lender (or Transferee) or the Administrative Agent be required to pay any amount to a Borrower
pursuant to this paragraph (f) the payment of which would place the Lender (or Transferee) or the Administrative Agent in a less
favorable net after-tax position than the Lender (or Transferee) or the Administrative Agent would have been in if the indemnification
payments or additional amounts giving rise to such refund had never been paid. This paragraph shall not be construed to require any
indemnified party to make available its tax returns (or any other information relating to its taxes that it deems confidential) to any
Person.
2.19
Indemnity. Each Borrower agrees to indemnify each Lender and to hold each Lender harmless from any
loss or expense which such Lender may sustain or incur as a consequence of (a) default by such Borrower in making a borrowing of
Eurodollar Loans, or EURIBOR Loans, or Competitive Loans, or in the conversion into Eurodollar Loans or continuation of
Eurodollar Loans or EURIBOR Loans, after such Borrower has given a notice requesting or accepting the same in accordance with the
provisions of this Agreement, (b) default by such Borrower in making any prepayment after such Borrower has given a notice thereof
in accordance with the provisions of this Agreement, (c) the making of a prepayment of Eurodollar Loans, EURIBOR Loans or
Competitive Loans on a day which is not the last day of an Interest Period or the applicable Competitive Loan Maturity Date, as the
case may be, with respect thereto or (d) the conversion of EURIBOR Loans into ABR Loans denominated in Dollars in accordance
with Section 2.16(c)(y). Such indemnification may include an amount equal to the excess, if
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any, of (i) the amount of interest which would have accrued on the amount so prepaid, or not so borrowed, converted or continued or
converted from a EURIBOR Loan to an ABR Loan, for the period from the date of such prepayment or of such failure to borrow,
convert or continue or convert from a EURIBOR Loan to an ABR Loan to the last day of the relevant Interest Period (or proposed
Interest Period) or, in the case of Competitive Loans, the applicable Competitive Loan Maturity Date (or proposed Competitive Loan
Maturity Date), in each case at the applicable rate of interest for such Loans provided for herein (excluding, however, the Applicable
Margin or any positive margin applicable to Index Rate Competitive Loans included therein, if any) over (ii) the amount of interest (as
reasonably determined by such Lender) which would have accrued to such Lender on such amount by placing such amount on deposit
for a comparable period with leading banks in the interbank eurodollar market. The obligations contained in this Section 2.19 shall
survive the termination of this Agreement and the payment of all other amounts payable hereunder.
2.20
Change of Lending Office. Each Lender (or Transferee) agrees that, upon the occurrence of any event
giving rise to the operation of Section 2.16, 2.17 or 2.18 with respect to such Lender (or Transferee), it will, if requested by IBM, use
reasonable efforts (subject to overall policy considerations of such Lender (or Transferee)) to designate another lending office for any
Loans affected by such event with the object of avoiding the consequences of such event; provided, that such designation is made on
terms that, in the sole judgment of such Lender, cause such Lender and its lending office(s) to suffer no material economic, legal or
regulatory disadvantage, and provided, further, that nothing in this Section 2.20 shall affect or postpone any of the obligations of any
Borrower or the rights of any Lender (or Transferee) pursuant to Section 2.16, 2.17 and 2.18.
2.21
Extension of Termination Date. (a) Each of IBM and IBMCLLC may, by written request (an “Extension
Request”) to the Administrative Agent, substantially in the form of Exhibit K, delivered at any time during the 60-day period
preceding each anniversary of the Effective Date, request that the Lenders extend the Termination Date then in effect by one year.
(b) Upon receipt of an Extension Request, the Administrative Agent shall promptly notify each Lender thereof, and
each Lender shall notify the Administrative Agent in writing by the deadline (the “Extension Request Deadline”) specified in such
Extension Request, which deadline shall in any case not be later than 5:00 P.M., New York City time, on the date which is 30 days
after delivery of such Extension Request, of such Lender’s election, in its sole discretion, (i) to extend the Termination Date by one
year (provided that the Termination Date shall be so extended only to the extent expressly provided in paragraph (c) below) or (ii) not
to extend the Termination Date by one year (any Lender not electing to extend, a “Non-Extending Lender”). Any Lender that fails to
notify the Administrative Agent in writing of its election by the Extension Request Deadline shall be deemed to be a Non-Extending
Lender.
(c) If Lenders whose Revolving Credit Commitments aggregate more than 50% of the Revolving Credit
Commitments of all Lenders agree to extend the Termination Date by one year, then the Termination Date shall automatically be so
extended, provided that any Lender that became a Non-Extending Lender pursuant to any previous Extension Request shall be deemed
to be a Non-Extending Lender in respect of each subsequent Extension Request, and provided, further, that if all Lenders do not agree
to extend the Termination Date, then (i) IBM and IBMCLLC shall have the right to cancel any such extension by so notifying the
Administrative Agent within five Business Days after the relevant Extension Request Deadline, in which case the Termination Date
then in effect shall not be extended and (ii) in the event that such extension is not so cancelled, then, with respect to each NonExtending Lender, IBM shall either:
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(x) (i) during the six-month period preceding the Termination Date in effect on the date of the relevant Extension
Request (the “Existing Termination Date”), on each date on which Loans are borrowed or continued as, or converted into,
Eurodollar Loans having an Interest Period ending after the Existing Termination Date, repay the portion of such NonExtending Lender’s Loans which would otherwise have been part of such borrowing, continuation or conversion and
permanently reduce such Non-Extending Lender’s Revolving Credit Commitment by a like amount, (ii) on the Existing
Termination Date, terminate the Revolving Credit Commitment of such Non-Extending Lender and repay the then
outstanding Loans made by such Non-Extending Lender, together with accrued but unpaid interest, facility fees and all other
amounts then due and payable to such Non-Extending Lender hereunder, including, without limitation, amounts payable
pursuant to Section 2.19; or
(y) at any time prior to the Existing Termination Date, cause one or more banks or other financial institutions to
purchase at par, pursuant to Section 11.8, such Non-Extending Lender’s Revolving Credit Commitment and outstanding
Loans (provided that such banks or other financial institutions agree to extend the Termination Date) (which purchase shall
be accompanied by payment of accrued but unpaid interest, facility fees and all other amounts then due and payable to such
Non-Extending Lender hereunder, including, without limitation, amounts payable pursuant to Section 2.19), in which case
such Non-Extending Lender shall, promptly upon request by IBM or IBMCLLC, agree to transfer its Revolving Credit
Commitment and Loans upon the terms and subject to the conditions of Section 11.8 to such banks or other financial
institutions (provided that the registration and processing fee referred to therein shall be paid by either IBM or IBMCLLC or
the relevant transferee).
2.22

Defaulting Lenders

Notwithstanding any provision of this Agreement to the contrary, if any Lender becomes a Defaulting Lender, then
the following provisions shall apply for so long as such Lender is a Defaulting Lender:
Section 2.11(a);

(a) fees shall cease to accrue on the Revolving Credit Commitment of such Defaulting Lender pursuant to

(b) the Revolving Credit Commitment and Loans of such Defaulting Lender shall not be included in determining
whether the Required Lenders have taken or may take any action hereunder (including any consent to any amendment, waiver or other
modification pursuant to Section 11.1); provided, that this clause (b) shall not apply to the vote of a Defaulting Lender in the case of
an amendment, waiver or other modification requiring the consent of such Lender or each Lender affected thereby.
2.23

Currency Equivalents

(a) No later than 2:00 P.M., New York City time, on each Calculation Date, the Administrative Agent shall
determine the Exchange Rate as of such Calculation Date with respect to Euros. The Exchange Rates so determined shall become
effective on the relevant Calculation Date (a “Reset Date”), shall remain effective until the next succeeding Reset Date and shall for
all purposes of this Agreement (other than with respect to Section 2.16 or any other provision expressly requiring the use of a current
Exchange Rate) be the Exchange Rates employed in converting any amounts from such Euros
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to Dollars. The Administrative Agent shall promptly notify the Borrowers and the Lenders of each determination of an Exchange Rate
hereunder.
(b) No later than 2:00 P.M., New York City time, on each Reset Date, the Administrative Agent shall determine the
aggregate Dollar Amount of the Eurodollar Loans or EURIBOR Loans, as applicable, then outstanding.
(c) If after giving effect to any determination under clause (b) of this Section and, in each case, to any borrowings
and prepayments or repayments of Loans occurring on the applicable Reset Date, (i) the Dollar Amount of outstanding Revolving
Credit Loans exceeds an amount equal to 105% of the Revolving Credit Commitments then in effect then the Borrowers shall, within
three Business Days after notice thereof from the Administrative Agent, prepay or cause to be prepaid outstanding Revolving Credit
Loans, or take other action, to the extent necessary to eliminate any such excess, or (ii) the Dollar Amount of outstanding Revolving
Credit Loans exceeds the total Revolving Credit Commitments then in effect for a period of 10 consecutive Business Days, then the
relevant Borrower shall, upon three Business Days’ notice thereof from the Administrative Agent, so long as such excess continues,
prepay or cause to be prepaid outstanding Revolving Credit Loans or take other action to the extent necessary to eliminate any such
excess.
SECTION 3.
SECTION 4.

[RESERVED]

REPRESENTATIONS AND WARRANTIES

To induce the Administrative Agent and the Lenders to enter into this Agreement and to make the Loans, each
Borrower hereby represents and warrants, to the Administrative Agent and each Lender that:
4.1 Organization; Powers. Each of IBM, IBMCLLC and each Significant Subsidiary (a) is duly organized, validly
existing and in good standing under the laws of the jurisdiction of its organization, (b) has all requisite power and authority to own its
property and assets and to carry on its business in all material respects as now conducted and as proposed to be conducted, (c) is
qualified to do business in every jurisdiction where such qualification is required, except where the failure so to qualify would not,
individually or in the aggregate, result in a Material Adverse Effect, and (d) in the case of each Borrower, has the power and authority
to execute, deliver and perform its obligations under this Agreement and each other agreement or instrument contemplated hereby to
which it is or will be a party and to borrow hereunder.
4.2 Authorization. The execution, delivery and performance by each Borrower of this Agreement and the
borrowings and other transactions contemplated hereby (collectively, the “Transactions”) (a) have been duly authorized by all
requisite corporate or other organizational action and, if required, stockholder action and (b) will not (i) violate (A) any provision of
law, statute, material rule or material regulation, or of the certificate or articles of incorporation or other constitutive documents or bylaws of IBM, IBMCLLC or any Significant Subsidiary, (B) any material order of any Governmental Authority or (C) any provision of
any material indenture, material agreement or other material instrument to which IBM, IBMCLLC or any Significant Subsidiary is a
party or by which any of them or any of their property is or may be bound, (ii) be in conflict with, result in a breach of or constitute
(alone or with notice or lapse of time or both) a default under any such indenture, agreement or other instrument or (iii) except as
contemplated hereby, result in the creation or imposition of any Lien upon or with respect to any property or assets now owned or
hereafter acquired by IBM, IBMCLLC or any Significant Subsidiary.
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4.3 Enforceability. This Agreement has been duly executed and delivered by each Borrower and constitutes a legal,
valid and binding obligation of each Borrower enforceable against each such Borrower in accordance with its terms, except as
enforceability may be limited by (a) any applicable bankruptcy, insolvency, reorganization, moratorium, fraudulent transfer, or similar
laws relating to or affecting creditors’ rights generally and (b) general principles of equity.
4.4 Governmental Approvals. No action, consent or approval of, registration or filing with, or any other action by,
any Governmental Authority is or will be required in connection with the Transactions, except (a) such as have been made or obtained
and are in full force and effect or as to which the failure to be made or obtained or to be in full force and effect would not result,
individually or in the aggregate, in a Material Adverse Effect and (b) such periodic and current reports, if any, as (i) are required to
disclose the Transactions and (ii) will be filed with the SEC on a timely basis.
4.5 Financial Statements. (a) IBM has heretofore furnished to the Lenders its consolidated statement of financial
position and related consolidated statements of earnings, cash flows and stockholders’ equity as of and for the fiscal year ended
December 31, 2016, audited by and accompanied by the opinion of PricewaterhouseCoopers, independent accountants. Such financial
statements present fairly the financial position, results of operations, cash flows and changes in stockholders’ equity of IBM and its
Subsidiaries in accordance with GAAP.
(b) IBMCLLC has heretofore furnished to the Lenders its combined statement of financial position and
related combined statements of earnings, comprehensive income, cash flows and changes in members’ interest as of and for the fiscal
year ended December 31, 2016, as set forth in the IBMCLLC Form 10. Such financial statements present fairly the financial position,
earnings, income, cash flows and changes in member’s interest of IBMCLLC in accordance with GAAP.
4.6 No Material Adverse Change. Except as publicly disclosed in filings by IBM with the SEC prior to the
Effective Date and in the IBMCLLC Form 10, between December 31, 2016 and the Effective Date, there has been no development or
event which has had a Material Adverse Effect.
4.7 No Material Litigation, etc. (a) Except as set forth in the Form 10-K of IBM for its fiscal year ended
December 31, 2016, the Form 10-Q of IBM for the fiscal quarter ended March 31, 2017, or in the IBMCLLC Form 10, no litigation,
investigation or proceeding of or before any arbitrator or Governmental Authority is pending or, to the knowledge of IBM, threatened
by or against IBM or any of its Subsidiaries or against any of its or their respective properties, assets or revenues as of the Effective
Date (i) with respect to this Agreement or any of the Transactions, or (ii) which involves a probable risk of an adverse decision which
would materially restrict the ability of IBM to comply with its obligations under this Agreement.
(b) None of IBM, IBMCLLC or the Significant Subsidiaries is in violation of any law, rule or regulation, or in
default with respect to any order, judgment, writ, injunction or decree of any Governmental Authority, where such violation or default
has resulted or could reasonably be expected to result, individually or in the aggregate, in a Material Adverse Effect.
4.8 Federal Reserve Regulations. (a) No Borrower is engaged principally, or as one of its important activities, in
the business of extending credit for the purpose of purchasing or carrying Margin Stock.
(b) No part of the proceeds of any Loan will be used, whether directly or indirectly, for any purpose which entails a
violation of, or which is inconsistent with, the provisions of Regulation T, U or X.
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(c) After giving effect to the application of the proceeds of each Loan, not more than 25% of the value of the assets
of either Borrower and its Subsidiaries (as determined in good faith by IBM) subject to the provisions of Section 7.1 will consist of or
be represented by Margin Stock. In the event any portion of the Loans made to any Borrower constitutes a “purpose credit” within the
meaning of Regulation U and the Loans are directly or indirectly secured by any Margin Stock pursuant to the operation of
Section 7.1, then, at the time of any borrowing which increases the outstanding amount of Loans, the aggregate “maximum loan
value” (within the meaning of Regulation U) of all Margin Stock and all collateral other than Margin Stock which directly or
indirectly secures the Loans will be greater than the aggregate principal amount of Loans and other extensions of credit to all
Borrowers (whether made by the Lenders or other Persons) which are subject to Regulation T, U or X and which are directly or
indirectly secured by such Margin Stock or other collateral.
4.9 Investment Company Act, etc. No Borrower is (a) an “investment company” as defined in, or subject to
regulation under, the Investment Company Act of 1940 or (b) subject to regulation under the Federal Power Act or (except as
contemplated by Section 4.8) any foreign, federal, state or local statute or regulation limiting such Borrower’s ability to incur
Borrower Obligations.
4.10
Tax Returns. Each of IBM, IBMCLLC and the Significant Subsidiaries has filed or caused to be filed all
Federal, state and local tax returns required to have been filed by it and has paid or caused to be paid all taxes shown to be due and
payable on such returns or on any assessments received by it except taxes, assessments, fees, liabilities, penalties or charges that are
being contested in good faith by appropriate proceedings and for which IBM, IBMCLLC or Significant Subsidiary shall have set aside
on its books reserves in accordance with GAAP.
4.11
No Material Misstatements. The written information, reports, financial statements, exhibits and schedules
furnished by or on behalf of any Borrower to the Administrative Agent or any Lender in connection with this Agreement and the
Transactions or included herein or delivered pursuant hereto, taken as a whole, do not contain any material misstatement of fact or
omit to state any material fact necessary to make the statements therein, in the light of the circumstances under which they were made,
not misleading.
4.12
ERISA. Each Borrower is in compliance with all material provisions of ERISA, except to the extent that
all failures to be in compliance could not, in the aggregate, reasonably be expected to have a Material Adverse Effect.
4.13

Use of Proceeds. The proceeds of all Loans will be used by the Borrowers for general corporate purposes.

4.14
Anti-corruption Laws. The Borrowers have implemented and maintain in effect policies and procedures
designed to ensure compliance by the Borrowers, their Subsidiaries and their respective directors, officers and employees with AntiCorruption Laws and applicable Sanctions, and the Borrowers and their Subsidiaries, and to the knowledge of the Borrowers, their
directors, officers and employees, are in compliance with Anti-Corruption Laws and applicable Sanctions in all material respects.
None of (a) the Borrowers, any Subsidiary or any of their respective directors, officers or employees, or (b) to the knowledge of the
Borrowers, any agent of the Borrowers or any Subsidiary that will act in any capacity in connection with or receive or direct the
application of proceeds from the credit facility established hereby, is a Sanctioned Person. No Loan or use of proceeds thereof will
violate Anti-Corruption Laws or applicable Sanctions.
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SECTION 5.

CONDITIONS PRECEDENT

5.1 Conditions to Effectiveness. The effectiveness of this Agreement is subject to the satisfaction of the following
conditions precedent (the date on which such conditions are satisfied or waived, the “Effective Date”):
(a) Executed Counterparts. The Administrative Agent shall have received executed counterparts of this
Agreement executed and delivered by duly authorized officers of each of IBM, IBMCLLC, the Administrative
Agent and each Lender.
(b) Closing Certificate. The Administrative Agent shall have received certificates of IBM and IBMCLLC,
in each case dated the Effective Date, substantially in the form of Exhibit D, with appropriate insertions and
attachments, satisfactory in form and substance to the Administrative Agent, and executed by a Responsible Officer
and by the Secretary or any Assistant Secretary of IBM or IBMCLLC, as applicable.
(c) Fees. The Administrative Agent shall have received the fees to be received on or prior to the Effective
Date referred to in Section 2.11(b).
(d) PATRIOT Act, etc. The Administrative Agent and the Joint Lead Arrangers shall have received all
documentation and other information about the Borrowers as has been reasonably requested in writing at least five
days prior to the Effective Date by the Administrative Agent or the Joint Lead Arrangers that they reasonably
determine is required by regulatory authorities under applicable “know your customer” and anti-money laundering
rules and regulations, including the PATRIOT Act.
(e) Legal Opinions. The Administrative Agent shall have received the following legal opinions, with a
copy for each Lender:
(i)
the executed legal opinion of Simpson Thacher & Bartlett LLP, counsel to the Administrative
Agent, covering such matters reasonably requested by the Administrative Agent; and
(ii)
the executed legal opinion of Christina Montgomery, Vice President, Assistant General Counsel
and Secretary of IBM, with respect to each of IBM and IBMCLLC.
(f) Support Agreement. The Administrative Agent shall have received (i) a duly executed copy of the
Support Agreement and (ii) resolutions from the board of managers of IBMCLLC designating the Revolving Credit
Loans as “Debt” for all purposes of the Support Agreement.
(g) 364-Day Credit Agreement. The “Effective Date”, under and as defined in the 364-Day Credit
Agreement, dated as of July 20, 2017, among IBM, IBMCLLC, the lenders party thereto, JPMorgan Chase Bank,
N.A., as administrative agent, and the other agents and parties party thereto, shall have occurred.
(h) No Material Adverse Change. Except as publicly disclosed in filings by IBM and IBMCLLC with the
SEC prior to the Effective Date, no material adverse change shall have occurred between December 31, 2016 and
the Effective Date in the business,
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assets, operations or financial condition of (i) IBM and its subsidiaries taken as a whole or (ii) IBMCLLC and its
subsidiaries taken as a whole.
5.2 Conditions to Each Loan. The agreement of each Lender to make any Loan requested to be made by it on any
date (including, without limitation, its initial Loan) is subject to the satisfaction of the following conditions precedent:
(a) Notice. The Administrative Agent shall have received notice of such borrowing in conformity with the
applicable requirements of this Agreement.
(b) Representations and Warranties. Each of the representations and warranties made by any Borrower in
or pursuant to this Agreement shall be true and correct in all material respects on and as of such date as if made on
and as of such date, except to the extent such representations and warranties expressly relate to an earlier date.
(c) No Default. No Default or Event of Default shall have occurred and be continuing on such date or
shall occur after giving effect to the borrowing of the Loans requested to be made on such date.
Each borrowing of a Loan by a Borrower shall constitute a representation and warranty by such Borrower as of the date of such Loan
that the conditions contained in paragraphs (b) and (c) of this Section 5.2 have been satisfied.
Notwithstanding any other provision of this Agreement, no Lender shall be obligated to make any Loan to IBM or
IBMCLLC, if (i) the adoption of any law, rule or regulation after the date of this Agreement, (ii) any change in any law, rule or
regulation or in the interpretation or application thereof by any Governmental Authority after the date of this Agreement or
(iii) compliance by any Lender with any request, guideline or directive (whether or not having the force of law) of any Governmental
Authority made or issued after the date of this Agreement, shall make it unlawful for such Lender to make such Loan to IBM or
IBMCLLC.
SECTION 6.

AFFIRMATIVE COVENANTS

Each of the Borrowers agree that, so long as the Commitments remain in effect, any Loan remains outstanding and
unpaid or any other amount is owing to any Lender or the Administrative Agent hereunder, it shall and shall cause each of its
Significant Subsidiaries to:
6.1 Existence; Business and Properties. (a) Do or cause to be done all things necessary to preserve, renew and
keep in full force and effect its legal existence, except as would not cause or result in a Default or Event of Default under this
Agreement.
(b) Do or cause to be done all things reasonably necessary to preserve and keep in full force and effect the rights,
licenses, permits, franchises, authorizations, patents, copyrights, trademarks and trade names material to the conduct of its business;
except in each case where the failure to do so would not result in a Material Adverse Effect; and at all times maintain and preserve all
property material to the conduct of its business and keep such property in good repair, working order and condition and from time to
time make, or cause to be made, all needful and proper repairs, renewals, additions, improvements and replacements thereto necessary
in order that the business carried on in connection therewith may be properly conducted at all times; provided, however, that nothing
in this Section 6.1(b) shall prevent IBM, IBMCLLC or any Subsidiary from (x) discontinuing any of its businesses no longer deemed
advantageous to it or discontinuing the operation and maintenance of any of its properties no
42

longer deemed useful in the conduct of its business or (y) selling or disposing of any assets, Subsidiaries or capital stock thereof, in a
transaction not prohibited by Section 7.2.
6.2 Financial Statements, Reports, etc. In the case of IBM or IBMCLLC, as applicable, furnish to the
Administrative Agent for distribution to the Lenders:
(a) as soon as available and in any event within 90 days after the end of each fiscal year, copies of the
report filed by IBM and IBMCLLC with the SEC on Form 10-K in respect of such fiscal year, each accompanied by
IBM’s annual report in respect of such fiscal year or, if IBM or IBMCLLC, as applicable, is not required to file such
a report in respect of such fiscal year, the consolidated statements of financial position and related consolidated
statements of earnings, cash flows and stockholders’ equity of IBM and its Subsidiaries or the consolidated
statement of financial position and related consolidated statements of earnings, comprehensive income, cash flows
and changes in members’ interest of IBMCLLC, as applicable, as of the close of such fiscal year, all audited by
PricewaterhouseCoopers or other independent accountants of recognized national standing and accompanied by an
opinion of such accountants to the effect that such consolidated financial statements fairly present the financial
position, results of operations, cash flows and changes in stockholders’ equity of IBM and its Subsidiaries or the
financial position, results of operations, cash flows and changes in members’ interest of IBMCLLC and its
Subsidiaries, as applicable, in accordance with GAAP;
(b) as soon as available and in any event within 50 days after the end of each of the first three quarterly
periods of each fiscal year, copies of the unaudited quarterly reports filed by IBM and IBMCLLC with the SEC on
Form 10-Q in respect of such quarterly period, or if IBM or IBMCLLC is not required to file such a report in respect
of such quarterly period, the unaudited consolidated statements of financial position and related unaudited
consolidated statements of earnings, cash flows and stockholders’ equity of IBM and its Subsidiaries or the
consolidated statement of financial position and related consolidated statements of earnings, comprehensive income,
cash flows and changes in members’ interest of IBMCLLC, as applicable, as of the close of such fiscal quarter,
certified by a Responsible Officer of IBM or IBMCLLC, as applicable, as fairly presenting the financial position,
results of operations, cash flows and changes in stockholders’ equity of IBM and its Subsidiaries or the financial
position, results of operations, cash flows and changes in members’ interest of IBMCLLC and its Subsidiaries, as
applicable, in accordance with GAAP, subject to normal year-end audit adjustments which are not expected to be
material in amount;
(c) concurrently with any delivery of financial statements by IBM or IBMCLLC described in paragraph
(a) or (b) above (whether contained in a report filed with the SEC or otherwise), a certificate of a Responsible
Officer of IBM or IBMCLLC, as applicable, substantially in the form of Schedule 6.2(c);
(d) promptly after the same become publicly available, copies of (i) all financial statements, notices,
reports and proxy materials distributed to stockholders of IBM and (ii) all reports on Form 10-K, 10-Q and 8-K (or
their equivalents) filed by IBM or IBMCLLC with the SEC (or with any Governmental Authority succeeding to any
or all of the functions of the SEC) pursuant to the periodic reporting requirements of the Securities Exchange Act of
1934, as amended, and the rules and regulations promulgated thereunder; provided, that documents required to be
furnished under this paragraph (d)
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shall be deemed furnished when made available via the EDGAR (or any successor) system of the SEC;
(e) promptly, from time to time, such other publicly available documents and information regarding the
operations, business affairs and financial condition of IBM, IBMCLLC or any Significant Subsidiary (including
information relating to “know your customer” or similar identification procedures), or compliance with the terms of
this Agreement, as the Administrative Agent or any Lender (through the Administrative Agent) may reasonably
request; and
(f) within ten Business Days after the occurrence thereof, written notice of any change in Status; provided
that the failure to provide such notice shall not delay or otherwise affect any change in the Applicable Margin or
other amount payable hereunder which is to occur upon a change in Status pursuant to the terms of this Agreement.
With respect to the documents referred to in paragraphs (a) through (e) above, IBM shall furnish such number of copies as the
Administrative Agent or the Lenders shall reasonably require for distribution to their personnel in connection with this Agreement.
6.3 Notices. Promptly after any Responsible Officer or the Director of Treasury Operations of IBM or IBMCLLC
obtains knowledge thereof, give notice to the Administrative Agent and each Lender of the occurrence of any Default or Event of
Default, accompanied by a statement of a Responsible Officer setting forth details of the occurrence referred to therein and stating
what action the relevant Borrower proposes to take with respect thereto.
6.4 Anti-Corruption Laws. Maintain in effect and enforce policies and procedures designed to ensure compliance
by it, its Subsidiaries and their respective directors, officers and employees, whether acting directly or through agents, with AntiCorruption Laws and applicable Sanctions.
SECTION 7.

NEGATIVE COVENANTS

Each Borrower agrees that, so long as the Commitments remain in effect, any Loan remains outstanding and unpaid
or any other amount is owing to any Lender or the Administrative Agent hereunder:
7.1 Limitation on Secured Debt and Sale and Leaseback Transactions. (a) IBM and IBMCLLC will not create,
assume, incur or guarantee, and will not permit any Restricted Subsidiary to create, assume, incur or guarantee, any Secured Debt
without making provision whereby all Borrower Obligations shall be secured equally and ratably with (or prior to) such Secured Debt
(together with, if IBM and IBMCLLC shall so determine, any other Debt of IBM, IBMCLLC or such Restricted Subsidiary then
existing or thereafter created which is not by its terms subordinate to the Borrower Obligations) so long as such Secured Debt shall be
outstanding unless such Secured Debt, when added to (a) the aggregate amount of all Secured Debt then outstanding (not including in
this computation Secured Debt if the Borrower Obligations are secured equally and ratably with (or prior to) such Secured Debt and
further not including in this computation any Secured Debt which is concurrently being retired) and (b) the aggregate amount of all
Attributable Debt then outstanding pursuant to Sale and Leaseback Transactions entered into by IBM after July 15, 1985, or entered
into by a Restricted Subsidiary after July 15, 1985, or, if later, the date on which it became a Restricted Subsidiary (not including in
this computation any
44

Attributable Debt which is concurrently being retired), would not exceed 10% of Consolidated Net Tangible Assets.
(b) IBM and IBMCLLC will not, and will not permit any Restricted Subsidiary to, enter into any Sale and
Leaseback Transaction unless (a) the sum of (i) the Attributable Debt to be outstanding pursuant to such Sale and Leaseback
Transaction, (ii) all Attributable Debt then outstanding pursuant to all other Sale and Leaseback Transactions entered into by IBM
after July 15, 1985, or entered into by a Restricted Subsidiary after July 15, 1985, or, if later, the date on which it became a Restricted
Subsidiary, and (iii) the aggregate of all Secured Debt then outstanding (not including in this computation Secured Debt if the
Borrower Obligations are secured equally and ratably with (or prior to) such Secured Debt) would not exceed 10% of Consolidated
Net Tangible Assets or (b) an amount equal to the greater of (i) the net proceeds to IBM or the Restricted Subsidiary of the sale of the
Principal Property sold and leased back pursuant to such Sale and Leaseback Transaction and (ii) the amount of Attributable Debt to
be outstanding pursuant to such Sale and Leaseback Transaction, is applied to the retirement of Funded Debt of IBM or any Restricted
Subsidiaries (other than Funded Debt which is subordinated to the Loans or which is owing to IBM or any Restricted Subsidiaries)
within 180 days after the consummation of such Sale and Leaseback Transaction.
7.2 Mergers, Consolidations and Sales of Assets. (a) No Borrower will consolidate with or merge with or into any
other Person, except that, so long as no Default or Event of Default shall have occurred and be continuing or would result
therefrom, IBM or IBMCLLC may merge with any other U.S. corporation, provided that (i) in the case of any such merger involving
IBM, IBM is the surviving corporation, (ii) in the case of any such merger involving IBMCLLC, IBMCLLC is the surviving
corporation (unless such merger is with IBM, in which case IBM shall be the surviving corporation), (iii) on the date of consummation
of any merger involving IBM, IBM shall deliver to the Administrative Agent a certificate of a Responsible Officer of IBM
demonstrating that, on a pro forma basis determined as if such merger had been consummated on the date occurring twelve months
prior to the last day of the most recently ended fiscal quarter, IBM would have been in compliance with Section 7.4(a) as of the last
day of such fiscal quarter, and (iv) on the date of consummation of any merger involving IBMCLLC, IBMCLLC shall deliver to the
Administrative Agent a certificate of a Responsible Officer of IBMCLLC demonstrating that, on a pro forma basis determined as if
such merger had been consummated on the date occurring twelve months prior to the last day of the most recently ended fiscal
quarter, IBMCLLC would have been in compliance with Section 7.4(b) as of the last day of such fiscal quarter.
(b) Neither IBM nor IBMCLLC will sell, convey or otherwise transfer all or substantially all of its properties or
assets to any Person, provided that this paragraph (b) shall not prohibit IBM or IBMCLLC from entering into a merger transaction
expressly permitted by Section 7.2(a).
7.3 Margin Regulations. (a) No Borrower will permit any part of the proceeds of any Loan to be used in any
manner that would result in a violation of, or be inconsistent with, the provisions of Regulation T, U or X. No Borrower will take, or
permit its Subsidiaries to take, any action at any time that would (A) result in a violation of the substitution and withdrawal
requirements of Regulation T or U, in the event the same should become applicable to any Loans or this Agreement or (B) cause the
representations and warranties contained in Section 4.8 at any time to be other than true and correct.
(b) Whenever required to ensure compliance with Regulations T, U and X or requested by the Administrative
Agent or one or more Lenders, each Borrower will furnish to the Administrative Agent and each Lender a statement in conformity
with the requirements of Federal Reserve Form U-1 referred to in Regulation U, and any other notice or form required under
Regulation U, the statements made and information contained in which shall be sufficient, in the good faith opinion of each Lender, to
permit the extensions of Loans hereunder in compliance with Regulation U.
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7.4 Financial Covenants:
(a) IBM will not permit the Consolidated Net Interest Expense Ratio, for any period of four consecutive fiscal
quarters taken as a single accounting period, to be less than 2.20 to 1.0.
(b) IBMCLLC will not permit the IBMCLLC Consolidated Tangible Net Worth to be less than $50,000,000 on the
last day of each fiscal year of IBMCLLC.
(c) IBMCLLC will not permit the IBMCLLC Leverage Ratio to be greater than 11.0:1.00 as of the last day of each
fiscal quarter of IBMCLLC.
7.5 Anti-Corruption Laws. Each Borrower and its Subsidiaries shall not use, and shall procure that the respective
directors, officers and employees of such Borrower and its Subsidiaries shall not use, the proceeds of any Loan (A) in furtherance of
an offer, payment, promise to pay, or authorization of the payment or giving of money, or anything else of value, to any Person in
violation of any Anti-Corruption Laws, (B) for the purpose of funding, financing or facilitating any activities, business or transaction
of or with any Sanctioned Person, or in any Sanctioned Country, or (C) in any manner that would result in the violation of any
Sanctions applicable to any party hereto.
7.6 Modifications of Support Agreement. Each Borrower and its Subsidiaries shall not amend, modify or terminate
the Support Agreement in any manner materially adverse to the Lenders.
SECTION 8.

EVENTS OF DEFAULT

If any of the following events shall occur and be continuing:
(a) Any Borrower shall (i) fail to pay any principal of any Loan when due in accordance with the applicable
terms of this Agreement or (ii) fail to pay any interest on any Loan, or any fee or other amount, within five Business
Days after any such interest, fee or other amount becomes due in accordance with the terms hereof; or
(b) Any representation or warranty made or deemed made by any Borrower herein or which is contained in
any certificate, document or financial or other statement furnished by it at any time pursuant to this Agreement shall
prove to have been incorrect in any material respect on or as of the date made or deemed made; or
(c) IBM shall default in the observance or performance of the agreement contained in Section 7.4(a) or
IBMCLLC shall default in the observance or performance of the agreement contained in Section 7.4(b); or
(d) Any Borrower shall default in the observance or performance of any other agreement contained in this
Agreement, and such default shall not be remedied (including, in the case of Section 7.4(c), by a capital contribution
from IBM or the taking of other actions sufficient to restore on a pro forma basis the required IBMCLLC Leverage
Ratio) for a period of 30 days after written notice thereof shall have been given to IBM or IBMCLLC by the
Administrative Agent or the Required Lenders; or
(e) IBM, IBMCLLC or any Significant Subsidiary shall default in the payment of any principal or interest,
regardless of amount, due in respect of any Indebtedness in
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an aggregate principal amount of $500,000,000 or more, when and as the same shall become due and payable (after
the expiration of any applicable grace period); or
(f) An involuntary proceeding shall be commenced or an involuntary petition shall be filed in a court of
competent jurisdiction seeking (i) relief in respect of IBM, IBMCLLC or any Significant Subsidiary, or of a
substantial part of the property or assets of IBM, IBMCLLC or any Significant Subsidiary, under Title 11 of the
United States Code, as now constituted or hereafter amended, or any other Federal, state or foreign bankruptcy,
insolvency, receivership or similar law, (ii) the appointment of a receiver, trustee, custodian, sequestrator,
conservator or similar official for IBM, IBMCLLC or any Significant Subsidiary or for a substantial part of the
property or assets of IBM, IBMCLLC or any Significant Subsidiary or (iii) the winding-up or liquidation of
IBM, IBMCLLC or any Significant Subsidiary; and such proceeding or petition shall continue undismissed for 90
days or an order or decree approving or ordering any of the foregoing shall be entered; or
(g) IBM, IBMCLLC or any Significant Subsidiary shall (i) voluntarily commence any proceeding or file
any petition seeking relief under Title 11 of the United States Code, as now constituted or hereafter amended, or any
other Federal, state or foreign bankruptcy, insolvency, receivership or similar law, (ii) consent to the institution of,
or fail to contest in a timely and appropriate manner, any proceeding or the filing of any petition described in
paragraph (f) of this Section 8, (iii) apply for or consent to the appointment of a receiver, trustee, custodian,
sequestrator, conservator or similar official for IBM, IBMCLLC or any Significant Subsidiary or for a substantial
part of the property or assets of IBM, IBMCLLC or any Significant Subsidiary, (iv) file an answer admitting the
material allegations of a petition filed against it in any such proceeding, (v) make a general assignment for the
benefit of creditors, or (vi) take any action for the purpose of effecting any of the foregoing;
(h) One or more judgments for the payment of money which are due and payable in an aggregate amount
of $500,000,000 (exclusive of any amount thereof covered by insurance so long as such coverage is not being
disputed) or more shall be rendered by a court of competent jurisdiction against IBM, IBMCLLC, any Significant
Subsidiary or any combination of IBM, IBMCLLC and Significant Subsidiaries and the same shall remain
undischarged for a period of 60 days during which execution shall not be effectively stayed (for this purpose, a
judgment shall effectively be stayed during a period when it is not yet due and payable), or any action shall be
legally taken by a judgment creditor to levy upon assets or properties of IBM, IBMCLLC or any Significant
Subsidiary to enforce any such judgment; or
(i) the Support Agreement shall for any reason fail to be in full force and effect, or any action shall be
taken by any Borrower to discontinue or to assert the invalidity or unenforceability of the Support Agreement.
then, and in any such event, (A) if such event is an Event of Default specified in paragraph (f) or (g) above with respect to IBM or
IBMCLLC, automatically the Commitments shall immediately terminate and the Loans (with accrued interest thereon) and all fees
and other amounts owing under this Agreement shall immediately become due and payable, and (B) if such event is any other Event
of Default, either or both of the following actions may be taken: (i) with the consent of the Required Lenders, the Administrative
Agent may, or upon the request of the Required Lenders, the Administrative Agent shall, by notice to IBM and IBMCLLC declare the
Commitments to be terminated forthwith, whereupon such
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Commitments shall immediately terminate; and (ii) with the consent of the Required Lenders, the Administrative Agent may, or upon
the request of the Required Lenders, the Administrative Agent shall, by notice to IBM and IBMCLLC, declare the Loans (with
accrued interest thereon) and all fees and other amounts owing under this Agreement to be due and payable forthwith, whereupon the
same shall immediately become due and payable. Except as expressly provided above in this Section 8, presentment, demand, protest
and all other notices of any kind are hereby expressly waived.
SECTION 9.

THE ADMINISTRATIVE AGENT

9.1 Appointment. Each Lender hereby irrevocably designates and appoints JPMorgan Chase Bank as the agent of
such Lender under this Agreement, and each such Lender irrevocably authorizes JPMorgan Chase Bank, as the Administrative Agent
for such Lender, to take such action on its behalf under the provisions of this Agreement and to exercise such powers and perform
such duties as are expressly delegated to the Administrative Agent by the terms of this Agreement, together with such other powers as
are reasonably incidental thereto. Notwithstanding any provision to the contrary elsewhere in this Agreement, the Administrative
Agent shall not have any duties or responsibilities, except those expressly set forth herein, or any fiduciary relationship with any
Lender, and no implied covenants, functions, responsibilities, duties, obligations or liabilities shall be read into this Agreement or
otherwise exist against the Administrative Agent.
9.2 Delegation of Duties. The Administrative Agent may execute any of its duties under this Agreement by or
through agents or attorneys-in-fact and shall be entitled to advice of counsel concerning all matters pertaining to such duties. The
Administrative Agent shall not be responsible for the negligence or misconduct of any agents or attorneys in-fact selected by it with
reasonable care.
9.3 Exculpatory Provisions. Neither the Administrative Agent nor any of its officers, directors, employees, agents,
attorneys-in-fact or affiliates shall be (i) liable for any action lawfully taken or omitted to be taken by it or such Person under or in
connection with this Agreement (except for its or such Person’s own gross negligence or willful misconduct) or (ii) responsible in any
manner to any of the Lenders for any recitals, statements, representations or warranties made by any Borrower or any officer thereof
contained in this Agreement or in any certificate, report, statement or other document referred to or provided for in, or received by the
Administrative Agent under or in connection with, this Agreement or for the value, validity, effectiveness, genuineness, enforceability
or sufficiency of this Agreement or for any failure of any Borrower to perform its obligations hereunder or thereunder. The
Administrative Agent shall not be under any obligation to any Lender to ascertain or to inquire as to the observance or performance of
any of the agreements contained in, or conditions of, this Agreement, or to inspect the properties, books or records of any Borrower.
9.4 Reliance by Administrative Agent. The Administrative Agent shall be entitled to rely, and shall be fully
protected in relying, upon any writing, resolution, notice, consent, certificate, affidavit, letter, telecopy, telex or teletype message,
statement, order or other document or conversation believed by it to be genuine and correct and to have been signed, sent or made by
the proper Person or Persons and upon advice and statements of legal counsel (including, without limitation, counsel to any
Borrower), independent accountants and other experts selected by the Administrative Agent. The Administrative Agent may deem
and treat the Lender specified in the Register with respect to any amount owing hereunder as the owner thereof for all purposes unless
a written notice of assignment, negotiation or transfer thereof shall have been filed with the Administrative Agent. The
Administrative Agent shall be fully justified in failing or refusing to take any action under this Agreement unless it shall first receive
such advice or concurrence of the Required Lenders or all Lenders, as the case may be, as it deems appropriate or it shall first be
indemnified to its satisfaction by the Lenders against any and all liability
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and expense which may be incurred by it by reason of taking or continuing to take any such action. The Administrative Agent shall in
all cases be fully protected in acting, or in refraining from acting, under this Agreement in accordance with a request of the Required
Lenders, or all Lenders, as the case may be, and such request and any action taken or failure to act pursuant thereto shall be binding
upon all the Lenders and all future holders of the obligations owing by any Borrower hereunder.
9.5 Notice of Default. The Administrative Agent shall not be deemed to have knowledge or notice of the
occurrence of any Default or Event of Default hereunder unless the Administrative Agent has received notice from a Lender or a
Borrower referring to this Agreement, describing such Default or Event of Default and stating that such notice is a “notice of default”.
In the event that the Administrative Agent receives such a notice, the Administrative Agent shall promptly give notice thereof to the
Lenders. The Administrative Agent shall take such action with respect to such Default or Event of Default as shall be reasonably
directed by the Required Lenders; provided that unless and until the Administrative Agent shall have received such directions, the
Administrative Agent may (but shall not be obligated to) take such action, or refrain from taking such action, with respect to such
Default or Event of Default as it shall deem advisable in the best interests of the Lenders.
9.6 Non-Reliance on Administrative Agent and Other Lenders. Each Lender expressly acknowledges that neither
the Administrative Agent nor any of its officers, directors, employees, agents, attorneys-in-fact or affiliates has made any
representations or warranties to it and that no act by the Administrative Agent hereinafter taken, including any review of the affairs of
any Borrower, shall be deemed to constitute any representation or warranty by the Administrative Agent to any Lender. Each Lender
represents to the Administrative Agent that it has, independently and without reliance upon the Administrative Agent or any other
Lender, and based on such documents and information as it has deemed appropriate, made its own appraisal of and investigation into
the business, operations, property, financial and other condition and creditworthiness of the Borrowers and made its own decision to
make its Loans and enter into this Agreement. Each Lender also represents that it will, independently and without reliance upon the
Administrative Agent or any other Lender, and based on such documents and information as it shall deem appropriate at the time,
continue to make its own credit analysis, appraisals and decisions in taking or not taking action under this Agreement, and to make
such investigation as it deems necessary to inform itself as to the business, operations, property, financial and other condition and
creditworthiness of the Borrowers. Except for notices, reports and other documents expressly required to be furnished to the Lenders
by the Administrative Agent hereunder, the Administrative Agent shall not have any duty or responsibility to provide any Lender with
any credit or other information concerning the business, operations, property, condition (financial or otherwise), prospects or
creditworthiness of any Borrower which may come into the possession of the Administrative Agent or any of its officers, directors,
employees, agents, attorneys-in-fact or affiliates.
9.7 Indemnification. The Lenders agree to indemnify the Administrative Agent in its capacity as such (to the extent
not reimbursed by the Borrowers and without limiting the obligation of the Borrowers to do so), ratably according to their respective
Commitment Percentages in effect on the date on which indemnification is sought under this Section 9.7 (or, if indemnification is
sought after the date upon which the Revolving Credit Commitments shall have terminated and the Loans shall have been paid in full,
ratably in accordance with their Commitment Percentages immediately prior to such date), from and against any and all liabilities,
obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses or disbursements of any kind whatsoever which may
at any time (including, without limitation, at any time following the payment of the amounts owing hereunder) be imposed on,
incurred by or asserted against the Administrative Agent in any way relating to or arising out of this Agreement or any documents
contemplated by or referred to herein or therein or the transactions contemplated hereby or thereby or any action taken or omitted by
the Administrative Agent under or in connection with any of the foregoing; provided that (a) no Lender shall be liable for the payment
of any portion of such liabilities,
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obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses or disbursements resulting from the gross negligence
or willful misconduct of the Administrative Agent and (b) in the event that the Administrative Agent is reimbursed by any Borrower
for any amount paid to it by the Lenders pursuant to this Section 9.7, the amount of such reimbursement shall in turn be paid over to
the Lenders on a ratable basis. The agreements in this Section 9.7 shall survive the payment of the Loans and all other amounts
payable hereunder.
9.8 Administrative Agent in Its Individual Capacity. Each of the Administrative Agent and its affiliates may make
loans to, accept deposits from and generally engage in any kind of business with the Borrowers as though the Administrative Agent
were not the Administrative Agent hereunder. With respect to its Loans made or renewed by it, the Administrative Agent shall have
the same rights and powers under this Agreement as any Lender and may exercise the same as though it were not the Administrative
Agent, and the terms “Lender” and “Lenders” shall include the Administrative Agent in its individual capacity.
9.9 Successor Administrative Agent. Subject to the appointment and acceptance of a successor Administrative
Agent as provided below, the Administrative Agent may resign as Administrative Agent at any time by giving notice to the
Lenders, IBM and IBMCLLC. If the Administrative Agent shall resign as Administrative Agent under this Agreement, then the
Required Lenders shall appoint from among the Lenders a successor administrative agent for the Lenders, which successor
administrative agent shall be subject to the approval of IBM and IBMCLLC (which approval shall not be unreasonably withheld). If
no successor shall have been so appointed by the Required Lenders and shall have accepted such appointment within 30 days after the
retiring Administrative Agent shall have given notice of its resignation, then the retiring Administrative Agent may, on behalf of the
Lenders, appoint a successor Administrative Agent from among the Lenders, which successor administrative agent shall be subject to
the approval of IBM and IBMCLLC (which approval shall not be unreasonably withheld). Upon the acceptance of any appointment
as Administrative Agent hereunder by a permitted successor, such successor administrative agent shall succeed to the rights, powers
and duties of the Administrative Agent, and the term “Administrative Agent” shall mean such successor administrative agent effective
upon such appointment and approval, and the former Administrative Agent’s rights, powers and duties as Administrative Agent shall
be terminated, without any other or further act or deed on the part of such former Administrative Agent or any of the parties to this
Agreement or any holders of the obligations owing hereunder. After any retiring Administrative Agent’s resignation as
Administrative Agent, the provisions of this Section 9 shall inure to its benefit as to any actions taken or omitted to be taken by it
while it was Administrative Agent under this Agreement.
9.10
Syndication and Documentation Agents. The Syndication Agents and the Documentation Agents shall not
have any duties or responsibilities hereunder in its capacity as such.
SECTION 10.
SECTION 11.

[RESERVED]
MISCELLANEOUS

11.1
Amendments and Waivers. Neither this Agreement nor any terms hereof may be amended, supplemented or
modified except in accordance with the provisions of this Section 11.1. The Required Lenders may, or, upon receipt of written
consent of the Required Lenders to all terms thereof, the Administrative Agent may, from time to time, (a) enter into with the
Borrowers written amendments, supplements or modifications hereto for the purpose of adding any provisions to this Agreement or
changing in any manner the rights of the Lenders or of the Borrowers hereunder or thereunder or (b)
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waive, on such terms and conditions as the Required Lenders or the Administrative Agent, as the case may be, may specify in such
instrument, any of the requirements of this Agreement or any Default or Event of Default and its consequences; provided, however,
that no such waiver and no such amendment, supplement or modification shall (i) reduce the amount or extend the scheduled date of
maturity of any Loan, or reduce the stated rate of any interest or fee payable hereunder or extend the scheduled date of any payment
thereof or increase the amount or extend the expiration date of any Lender’s Revolving Credit Commitment, in each case without the
consent of each Lender directly affected thereby, or (ii) amend, modify or waive any provision of this Section 11.1 or reduce the
percentage specified in the definition of Required Lenders, or consent to the assignment or transfer by any Borrower of any of its
rights and obligations under this Agreement, in each case without the written consent of all the Lenders, (iii) amend, modify or waive
any provision of Section 9 without the written consent of the then Administrative Agent, or (iv) except in connection with the
establishment of any new tranche of Commitments or Loans hereunder, change Sections 2.15(a) and 11.12(a) in a manner that would
alter the pro rata distribution or sharing of payments, or the funding of Loans, required thereby, without the written consent of each
Lender adversely affected thereby. Any such waiver and any such amendment, supplement or modification shall apply equally to
each of the Lenders and shall be binding upon the Borrowers, the Lenders, the Administrative Agent and all future holders of the
obligations owing hereunder. In the case of any waiver, the Borrowers, the Lenders and the Administrative Agent shall be restored to
their former position and rights hereunder, and any Default or Event of Default waived shall be deemed to be cured and not
continuing; but no such waiver shall extend to any subsequent or other Default or Event of Default, or impair any right consequent
thereon. Notwithstanding anything to the contrary in the foregoing, any provision of this Agreement or any other Loan Document may
be amended by an agreement in writing entered into by the Borrowers and the Administrative Agent to cure any ambiguity, omission,
mistake, defect or inconsistency, it being agreed the Administrative Agent shall provide the Lenders at least five Business Days’ prior
written notice of such amendment, and any such amendment shall be deemed approved by the Lenders unless the Administrative
Agent shall have received, within five Business Days of the date of such notice to the Lenders, a written notice from the Required
Lenders stating that the Required Lenders object to such amendment.
11.2
Notices. All notices, requests and demands to or upon the respective parties hereto to be effective shall be
in writing (including by telecopy), and, unless otherwise expressly provided herein, shall be deemed to have been duly given or made
when delivered by hand, or three Business Days after being deposited in the mail, postage prepaid, or, in the case of telecopy notice,
when received, addressed as follows in the case of IBM, IBMCLLC and the Administrative Agent, and as notified by each Lender to
the Administrative Agent in the case of the Lenders, or to such other address as may be hereafter notified by the respective parties
hereto and any future holders of the obligations owing hereunder
IBM:

INTERNATIONAL BUSINESS MACHINES CORPORATION
One New Orchard Road
Armonk, New York 10504
Attention: Vice President and Treasurer
Telecopy: 914-499-2883
With a copy to CHQ Legal Department
Telecopy: 914-499-6445
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IBMCLLC:

IBM Credit LLC
1 North Castle Drive
Armonk, New York, 10504
Attention: Vice President, Finance
With a copy to CHQ Legal Department
Telecopy: 914-499-6445

The Administrative Agent:

JPMORGAN CHASE BANK, N.A.
500 Stanton Christiana Rd.
NCC5/1st Floor
Newark, Delaware, 19713
Attention: Eugene Tull III
Loan & Agency Services Group
Phone: (302) 634-5881
Fax: (302) 634-4250
E-mail: eugene.h.tulliii@chase.com
With a copy to:
JPMORGAN CHASE BANK
Peter Thauer
383 Madison Avenue, 24th Floor
New York NY 10179
E-mail: peter.thauer@jpmorgan.com
Telephone: (212) 270-6289
Fax: (212) 270-5127

provided that any notice, request or demand to or upon the Administrative Agent or the Lenders pursuant to Section 2.2, 2.3, 2.6, 2.8
or 2.13 shall not be effective until received.
11.3
No Waiver; Cumulative Remedies. No failure to exercise and no delay in exercising, on the part of the
Administrative Agent or any Lender, any right, remedy, power or privilege hereunder shall operate as a waiver thereof; nor shall any
single or partial exercise of any right, remedy, power or privilege hereunder preclude any other or further exercise thereof or the
exercise of any other right, remedy, power or privilege. The rights, remedies, powers and privileges herein provided are cumulative
and not exclusive of any rights, remedies, powers and privileges provided by law.
11.4
Survival of Representations and Warranties. All representations and warranties made hereunder and in any
document, certificate or statement delivered pursuant hereto or in connection herewith shall survive the execution and delivery of this
Agreement and the making of the Loans hereunder.
11.5
Payment of Expenses. Each of IBM and IBMCLLC agrees (a) to pay or reimburse the Administrative
Agent for all its reasonable out-of-pocket costs and expenses incurred in connection with the development, preparation and execution
of, and any amendment, supplement or modification to, this Agreement and any other documents prepared in connection herewith, and
the consummation and administration of the transactions contemplated hereby and thereby, including, without limitation, the
reasonable fees and disbursements of a single counsel to the Administrative Agent, (b) to pay or reimburse each Lender and the
Administrative Agent for all its reasonable costs and
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expenses incurred in connection with the enforcement or preservation of any rights under this Agreement and any such other
documents, including, without limitation, the reasonable fees and disbursements of separate counsel to the Administrative Agent and
to each Lender, and (c) to pay, indemnify, and hold each Lender and the Administrative Agent harmless from, any and all recording
and filing fees and any and all liabilities with respect to, or resulting from any delay in paying, stamp, excise and other similar taxes, if
any, which may be payable or determined to be payable in connection with the execution and delivery of, or consummation or
administration of any of the transactions contemplated by, or any amendment, supplement or modification of, or any waiver or consent
under or in respect of, this Agreement and any such other documents, and (d) to pay, indemnify, and hold each Lender, each
Syndication Agent, each Documentation Agent, each Joint Lead Arranger, the Administrative Agent and their respective directors,
officers, employees and agents (each, an “indemnified person”) harmless from and against any and all other liabilities, obligations,
losses, damages, penalties, actions, judgments, suits, costs, expenses or disbursements, including reasonable fees and disbursements of
counsel, incurred by or asserted against such indemnified person which arise out of or in connection with any claim, litigation or
proceeding relating to this Agreement or any such other documents, or any Loan or any actual or proposed use of proceeds of any
Loan or any of the Transactions (all the foregoing in this clause (d) collectively, the “indemnified liabilities”); provided, that no
Borrower shall have any obligation hereunder to any indemnified person with respect to indemnified liabilities arising from the gross
negligence or willful misconduct of such indemnified person, its affiliates or the directors, officers, employees and agents of such
indemnified person, acting as such, in each case as determined by a final, non-appealable judgment of a court of competent
jurisdiction and provided further, that nothing contained in this Section 11.5 (other than Section 11.5(c)) shall require IBM or
IBMCLLC to pay any taxes of any indemnified person or any Transferee or any indemnity with respect thereto. No indemnified
person or IBM or IBMCLLC shall be liable for any damages arising from the use by unauthorized persons of information or other
materials sent through electronic, telecommunications or other information transmission systems that are intercepted by such persons.
No indemnified person shall be liable for any special, indirect, consequential or punitive damages in connection with this Agreement.
The agreements in this Section 11.5 shall survive repayment of the Loans and the payment of all other amounts payable hereunder.
11.6
Participations. Any Lender may, in the ordinary course of its business and in accordance with applicable
law, at any time sell to one or more banks or other entities (other than a natural person) (each, a “Participant”) participating interests
in any Loan owing to such Lender, any Revolving Credit Commitment of such Lender or any other interest of such Lender hereunder.
In the event of any such sale by a Lender of a participating interest to a Participant, such Lender’s obligations under this Agreement to
the other parties to this Agreement shall remain unchanged, such Lender shall remain solely responsible for the performance thereof,
such Lender shall remain the holder of any such obligation owing to it hereunder for all purposes under this Agreement, and the
Borrowers and the Administrative Agent shall continue to deal solely and directly with such Lender in connection with such Lender’s
rights and obligations under this Agreement. In no event shall any Participant under any such participation have any right to approve
any amendment or waiver of any provision of this Agreement, or any consent to any departure by any Borrower therefrom, except to
the extent that such amendment, waiver or consent would reduce the principal of, or interest on, the Loans or any fees payable
hereunder, or postpone the date of the final maturity of the Loans, in each case to the extent subject to such participation. Each
Borrower agrees that, while an Event of Default shall have occurred and be continuing, if amounts outstanding under this Agreement
are due or unpaid, or shall have been declared or shall have become due and payable upon the occurrence of an Event of Default, each
Participant shall be deemed to have the right of setoff in respect of its participating interest in amounts owing under this Agreement to
the same extent as if the amount of its participating interest were owing directly to it as a Lender under this Agreement, provided that,
in purchasing such participating interest, such Participant shall be deemed to have agreed to share with the Lenders the proceeds
thereof as provided in Section 11.12 as fully as if it were a Lender hereunder. Each Borrower also agrees that each Participant shall be
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entitled to the benefits of Sections 2.16, 2.17, 2.18 and 2.19 with respect to its participation in the Revolving Credit Commitments and
the Loans outstanding from time to time as if it was a Lender; provided that, in the case of Section 2.18, such Participant shall have
complied with the requirements of said Section and provided, further, that no Participant shall be entitled to receive any greater
amount pursuant to any such Section than the transferor Lender would have been entitled to receive in respect of the amount of the
participation transferred by such transferor Lender to such Participant had no such transfer occurred. Each Lender that sells a
participation shall, acting solely for this purpose as a non-fiduciary agent of the Borrower, maintain a register on which it enters the
name and address of each Participant and the principal amounts (and stated interest) of each Participant’s interest in the Loans or other
obligations under this Agreement (the “Participant Register”); provided that no Lender shall have any obligation to disclose all or any
portion of the Participant Register to any Person (including the identity of any Participant or any information relating to a Participant’s
interest in any Commitments, Loans or other obligations under this Agreement) except to the extent that such disclosure is necessary
to establish that such Commitment, Loan or other obligation is in registered form under Section 5f.103-1(c) of the United States
Treasury Regulations. The entries in the Participant Register shall be conclusive absent manifest error, and such Lender shall treat
each person whose name is recorded in the Participant Register as the owner of such participation for all purposes of this Agreement
notwithstanding any notice to the contrary. For the avoidance of doubt, the Administrative Agent (in its capacity as Administrative
Agent) shall have no responsibility for maintaining a Participant Register.
11.7
Transfers of Competitive Loans. (a) Any Competitive Loan Lender, in the ordinary course of its business
and in accordance with applicable law, at any time may assign to one or more banks or other entities (each, a “Competitive Loan
Assignee”) any Competitive Loan owing to such Competitive Loan Lender, pursuant to a Competitive Loan Assignment executed by
the assignor Competitive Loan Lender and the Competitive Loan Assignee.
(b) Upon such execution, from and after the date of such Competitive Loan Assignment, the Competitive Loan
Assignee shall be deemed, to the extent of the assignment provided for in such Competitive Loan Assignment, and subject to the
provisions of Sections 11.7(c) and 11.7(d), to have the same rights and benefits of payment and enforcement with respect to such
Competitive Loan (including, without limitation, the applicable rights set forth in Sections 2.16, 2.17, 2.18 and 2.19) and the same
rights of setoff and obligation to share pursuant to Section 11.12 as it would have had if it were a Competitive Loan Lender hereunder.
(c) Unless such Competitive Loan Assignment shall otherwise specify and a copy of such Competitive Loan
Assignment shall have been delivered to the Administrative Agent for its acceptance and recording in the Register in accordance with
Section 11.9(a), the assignor under the Competitive Loan Assignment shall act as collection agent for the Competitive Loan Assignee
thereunder, and the Administrative Agent shall pay all amounts received from the relevant Borrower which are allocable to the
assigned Competitive Loan directly to such assignor without any liability to such Competitive Loan Assignee.
(d) A Competitive Loan Assignee under a Competitive Loan Assignment shall not, by virtue of such Competitive
Loan Assignment, become a party to this Agreement or a “Competitive Loan Lender”, or have any rights to consent to or refrain from
consenting to any amendment, waiver or other modification of any provision of this Agreement or any related document; provided that
(i) the assignor under such Competitive Loan Assignment and such Competitive Loan Assignee may, in their discretion, agree
between themselves upon the manner in which such assignor will exercise its rights under this Agreement and any related document,
and (ii) if a copy of such Competitive Loan Assignment shall have been delivered to the Administrative Agent for its acceptance and
recording in the Register in accordance with Section 11.9(a), no such amendment, waiver or modification may reduce or postpone any
payment
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of principal or interest in respect of any Competitive Loan assigned to such Competitive Loan Assignee without the written consent of
such Competitive Loan Assignee.
(e) If a Competitive Loan Assignee has caused a Competitive Loan Assignment to be recorded in the Register in
accordance with Section 11.9(a), such Competitive Loan Assignee may thereafter, in the ordinary course of its business and in
accordance with applicable law, assign the relevant Competitive Loans to any Competitive Loan Lender, to any affiliate or subsidiary
of such Competitive Loan Assignee or to any other financial institution that has total assets in excess of $1,000,000,000 and that in the
ordinary course of its business extends credit of the same type as the Competitive Loans, and the foregoing provisions of this
Section 11.7 shall apply, mutatis mutandis, to any such assignment by a Competitive Loan Assignee. Except in accordance with the
preceding sentence, Competitive Loans may not be further assigned by a Competitive Loan Assignee, subject to any legal or
regulatory requirement that the Competitive Loan Assignee’s assets must remain under its control.
(f) Upon its receipt of a Competitive Loan Assignment executed by an assignor Competitive Loan Lender and a
Competitive Loan Assignee, together with payment to the Administrative Agent of a registration and processing fee of $3,500 (which
shall not be payable by any Borrower), the Administrative Agent promptly shall (i) accept such Competitive Loan Assignment,
(ii) record the information contained therein in the Register and (iii) give notice of such acceptance and recordation to the assignor
Competitive Loan Lender, the Competitive Loan Assignee and the relevant Borrower.
11.8
Assignments. (a) any Lender may, in the ordinary course of its business and in accordance with applicable
law, at any time and from time to time assign to any affiliate of such Lender or, with the consent of IBM, IBMCLLC and the
Administrative Agent (which consent in each case shall not be unreasonably withheld or delayed, and, in the case of IBM or
IBMCLLC, shall be deemed to have been given unless IBM or IBMCLLC shall object to such assignment by written notice to the
Administrative Agent within ten Business Days after having received notice thereof), to any other Lender or to an additional bank,
financial institution or other entity other than a Borrower, an Affiliate of a Borrower or a natural person (each, a “Purchasing Lender”)
all or any part of its rights and obligations under this Agreement pursuant to an Assignment and Assumption, substantially in the form
of Exhibit E, executed by such Purchasing Lender and such assigning Lender (and, in the case of a Purchasing Lender that is not an
affiliate of the relevant assigning Lender, by IBM, IBMCLLC and the Administrative Agent) and delivered to the Administrative
Agent for its acceptance and recording in the Register, provided, that except in the case of an assignment of all of a Lender’s rights
and obligations under this Agreement, the amount of the Revolving Credit Commitment of the assigning Lender being assigned
pursuant to each such assignment (determined as of the date of the Assignment and Assumption with respect to such assignment) shall
in no event be less than $10,000,000 or such lesser amount as may be consented to by IBM, IBMCLLC and the Administrative
Agent. Upon such execution, delivery, acceptance and recording, from and after the effective date determined pursuant to such
Assignment and Assumption, (x) the Purchasing Lender thereunder shall be a party hereto and, to the extent provided in such
Assignment and Assumption, have the rights and obligations of a Lender hereunder with a Revolving Credit Commitment as set forth
therein, and (y) the assigning Lender thereunder shall, to the extent provided in such Assignment and Assumption, be released from its
obligations under this Agreement (and, in the case of an Assignment and Assumption covering all or the remaining portion of an
assigning Lender’s rights and obligations under this Agreement, such assigning Lender shall cease to be a party hereto).
(b) Upon its receipt of an Assignment and Assumption executed by an assigning Lender and a Purchasing Lender
(and, in the case of a Purchasing Lender that is not an affiliate of the relevant assigning Lender, by IBM, IBMCLLC and the
Administrative Agent) together with payment to the Administrative Agent of a registration and processing fee of $3,500 (which shall
not be payable by any
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Borrower), the Administrative Agent shall (i) promptly accept such Assignment and Assumption and (ii) on the effective date
determined pursuant thereto record the information contained therein in the Register and give notice of such acceptance and
recordation to the Lenders, IBM and IBMCLLC.
11.9
The Register; Disclosure; Pledges to Federal Reserve Banks. (a) The Administrative Agent shall maintain
at its address referred to in Section 11.2 a copy of each Competitive Loan Assignment and Assignment and Assumption delivered to it
and a register (the “Register”) for the recordation of (i) the names and addresses of the Lenders, the Revolving Credit Commitments of
the Lenders, and the principal amount of the Loans owing to each Lender from time to time and (ii) with respect to each Competitive
Loan Assignment delivered to the Administrative Agent, the name and address of the Competitive Loan Assignee and the principal
amount of each Competitive Loan owing to such Competitive Loan Assignee. The entries in the Register shall be conclusive, in the
absence of manifest error, and the Borrowers, the Administrative Agent and the Lenders may treat each Person whose name is
recorded in the Register as the owner of the Loan recorded therein for all purposes of this Agreement. The Register shall be available
for inspection by the Borrowers at any reasonable time and from time to time upon reasonable prior notice.
(b) Each Borrower authorizes each Lender to disclose to any Participant, Competitive Loan Assignee or Purchasing
Lender (each, a “Transferee”) and any prospective Transferee, subject to the provisions of Section 11.21 (whether or not, in the case
of any Person that is a prospective Transferee, such Person in fact becomes a Transferee), any and all financial information in such
Lender’s possession concerning the Borrowers and their respective affiliates which has been delivered to such Lender by or on behalf
of any Borrower pursuant to this Agreement or which has been delivered to such Lender by or on behalf of any Borrower in
connection with such Lender’s credit evaluation of the Borrowers and their respective affiliates prior to becoming a party to this
Agreement.
(c) Nothing herein shall prohibit any Lender from pledging or assigning all or any portion of its Loans to any
Federal Reserve Bank or central bank in accordance with applicable law, provided, that in the case of any such pledge or assignment
to a central bank, no Borrower will be responsible for the payment of any fees, expenses, duties, imposts, taxes or other amounts in
connection therewith. In order to facilitate such pledge or assignment, each Borrower hereby agrees that, upon request of any Lender
at any time and from time to time after such Borrower has made its initial borrowing hereunder, such Borrower shall provide to such
Lender, at such Borrower’s own expense, a promissory note, substantially in the form of Exhibit F or G, as the case may be,
evidencing the Revolving Credit Loans or Competitive Loans, as the case may be, owing to such Lender.
11.10 Changing Designations of Competitive Loan Lenders. (a) IBM and IBMCLLC shall have the right to
change the designation of a Lender or Competitive Loan Lender to (i) cause a Lender to become a Competitive Loan Lender or
(ii) cause a Competitive Loan Lender to cease to be a Competitive Loan Lender, provided that no such change shall become effective
unless (x) the Lender affected thereby shall in its sole discretion have agreed in writing to such change and (y) prior written
notification thereof shall have been delivered to the Administrative Agent and, in the case of clause (i) above, the Administrative
Agent shall have approved of such designation (which approval shall not be unreasonably withheld).
11.11 Replacement of Lenders under Certain Circumstances. IBM and IBMCLLC shall be permitted to replace
any Lender which (a) requests reimbursement pursuant to Section 2.17 or 2.18 (other than with respect to Index Rate Competitive
Loans), (b) is affected in the manner described in Section 2.16 (other than with respect to Index Rate Competitive Loans) and as a
result thereof any of the actions described in said Section is required to be taken, (c) becomes a Defaulting Lender or (d) fails to
consent to any proposed amendment, modification, termination, waiver or consent with respect to any
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provision hereof that requires the unanimous approval of all of the Lenders, the approval of all of the Lenders affected thereby or the
approval of a class of Lenders, in each case in accordance with the terms of Section 11.1, so long as the consent of the Required
Lenders shall have been obtained with respect to such amendment, modification, termination, waiver or consent, with a replacement
bank or other financial institution; provided that (i) such replacement does not conflict with any Requirement of Law, (ii) no Event of
Default shall have occurred and be continuing at the time of such replacement, (iii) IBM and IBMCLLC shall repay (or the
replacement bank or institution shall purchase, at par) all Loans and other amounts owing to such replaced Lender prior to the date of
replacement, (iv) IBM and IBMCLLC shall be liable to such replaced Lender under Section 2.19 if any Eurodollar Loan or EURIBOR
Loan owing to such replaced Lender shall be prepaid (or purchased) other than on the last day of the Interest Period relating thereto or
any Competitive Loan owing to such replaced Lender shall be paid other than on the relevant Competitive Loan Maturity Date, (v) the
replacement bank or institution, if not already a Lender, and the terms and conditions of such replacement, shall be reasonably
satisfactory to the Administrative Agent, (vi) the replaced Lender shall be obligated to make such replacement in accordance with the
provisions of Section 11.8 (provided that IBM and IBMCLLC shall be obligated to pay the registration and processing fee referred to
therein), (vii) until such time as such replacement shall be consummated, IBM and IBMCLLC shall pay all additional amounts (if any)
required pursuant to Section 2.17 or 2.18, as the case may be, and (viii) any such replacement shall not be deemed to be a waiver of
any rights which IBM, IBMCLLC, the Administrative Agent or any other Lender shall have against the replaced Lender.
11.12 Adjustments; Set-off. (a) If any Lender (a “benefitted Lender”) shall at any time receive any payment of
all or part of its Loans, or interest thereon, or receive any collateral in respect thereof (whether voluntarily or involuntarily, by set-off,
pursuant to events or proceedings of the nature referred to in Section 8(f) or (g), or otherwise), in a greater proportion than any such
payment to or collateral received by any other Lender, if any, in respect of such other Lender’s Loans that are then due and payable, or
interest thereon, such benefitted Lender shall purchase at par for cash from the other Lenders a participating interest in such portion of
each such other Lender’s Loan, or shall provide such other Lenders with the benefits of any such collateral, or the proceeds thereof, as
shall be necessary to cause such benefitted Lender to share the excess payment or benefits of such collateral or proceeds ratably with
each of the Lenders; provided, however, that if all or any portion of such excess payment or benefits is thereafter recovered from such
benefitted Lender, such purchase shall be rescinded, and the purchase price and benefits returned, to the extent of such recovery, but
without interest.
(b) In addition to any rights and remedies of the Lenders provided by law, each Lender shall have the right, without
prior notice to any Borrower, any such notice being expressly waived by each Borrower to the extent permitted by applicable law,
upon any amount becoming due and payable by any Borrower hereunder (whether at the stated maturity, by acceleration or otherwise)
to set-off and appropriate and apply against such amount any and all deposits (general or special, time or demand, provisional or
final), in any currency, and any other credits, indebtedness or claims, in any currency, in each case whether direct or indirect, absolute
or contingent, matured or unmatured, at any time held or owing by such Lender or any branch or agency thereof to or for the credit or
the account of the relevant Borrower. Each Lender agrees promptly to notify IBM, IBMCLLC and the Administrative Agent after any
such set-off and application made by such Lender, provided that the failure to give such notice shall not affect the validity of such setoff and application.
11.13 Counterparts. This Agreement may be executed by one or more of the parties to this Agreement on any
number of separate counterparts (including by email or telecopy), and all of said counterparts taken together shall be deemed to
constitute one and the same instrument. A set of the copies of this Agreement signed by all the parties shall be lodged with IBM and
the Administrative Agent.
57

11.14 Severability. Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction
shall, as to such jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining
provisions hereof, and any such prohibition or unenforceability in any jurisdiction shall not invalidate or render unenforceable such
provision in any other jurisdiction.
11.15 Integration. This Agreement represents the agreement of the Borrowers, the Administrative Agent and the
Lenders with respect to the subject matter hereof, and there are no promises, undertakings, representations or warranties by the
Administrative Agent or any Lender relative to subject matter hereof not expressly set forth or referred to herein.
11.16 GOVERNING LAW. THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF THE
PARTIES UNDER THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN
ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK.
11.17

Submission To Jurisdiction; Waivers. Each Borrower hereby irrevocably and unconditionally:

(a)
submits for itself and its property in any legal action or proceeding relating to this Agreement, or for
recognition and enforcement of any judgment in respect thereof, to the exclusive general jurisdiction of the courts of the United States
of America for the Southern District of New York, and appellate courts from any thereof, or, to the extent such courts lack subject
matter jurisdiction, the Courts of the State of New York, located in the County of New York;
(b)
consents that any such action or proceeding may be brought in such courts and waives any objection that it
may now or hereafter have to the venue of any such action or proceeding in any such court or that such action or proceeding was
brought in an inconvenient court and agrees not to plead or claim the same;
(c)
agrees that service of process in any such action or proceeding may be effected by mailing a copy thereof
by registered or certified mail (or any substantially similar form of mail), postage prepaid, to such Borrower at its address referred to
in Section 11.2 or at such other address of which the Administrative Agent shall have been notified pursuant thereto;
(d)
agrees that nothing herein shall affect the right to effect service of process in any other manner permitted
by law or shall limit the right to sue in any other jurisdiction; and
(e)
waives, to the maximum extent not prohibited by law, any right it may have to claim or recover in any legal
action or proceeding referred to in this Section any special, exemplary, punitive or consequential damages.
11.18 Judgment Related to Borrowings. (a) If, for the purpose of obtaining judgment in any court, it is necessary
to convert a sum owing hereunder by any Borrower to any party hereto or any holder of the obligations of such Borrower hereunder
into another currency, such Borrower agrees, to the fullest extent that it may effectively do so, that the rate of exchange used shall be
that at which in accordance with normal banking procedures in the relevant jurisdiction such party or holder could purchase Dollars
with such other currency for Dollars on the Banking Day immediately preceding the day on which final judgment is given.
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(b) The obligations of each Borrower in respect of any sum due to any party hereto or any holder of the obligations
owing hereunder (the “Applicable Creditor”) shall, notwithstanding any judgment in a currency (the “Judgment Currency”) other than
Dollars, be discharged only to the extent that, on the Banking Day following receipt by the Applicable Creditor of any sum adjudged
to be so due in the Judgment Currency, the Applicable Creditor may in accordance with normal banking procedures in the relevant
jurisdiction purchase Dollars with the Judgment Currency; if the amount of Dollars so purchased is less than the sum originally due to
the Applicable Creditor in Dollars, such Borrower agrees, as a separate obligation and notwithstanding any such judgment, to
indemnify the Applicable Creditor against such loss, provided, that if the amount of Dollars so purchased exceeds the sum originally
due to the Applicable Creditor, the Applicable Creditor agrees to remit such excess to such Borrower. The obligations of the
Borrowers contained in this Section 11.18 shall survive the termination of this Agreement and the payment of all other amounts owing
hereunder.
11.19

Acknowledgements. Each Borrower hereby acknowledges that:
(a) it has been advised by counsel in the negotiation, execution and delivery of this Agreement;

(b) neither the Administrative Agent nor any Lender has any fiduciary relationship with or duty to any
Borrower arising out of or in connection with this Agreement, and the relationship between Administrative Agent
and Lenders, on one hand, and the Borrowers, on the other hand, in connection herewith or therewith is solely that
of debtor and creditor; and
(c) no joint venture is created hereby or otherwise exists by virtue of the transactions contemplated hereby
among the Lenders or among the Borrowers and the Lenders.
11.20 WAIVERS OF JURY TRIAL. EACH OF THE BORROWERS, THE ADMINISTRATIVE AGENT
AND THE LENDERS HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES TRIAL BY JURY IN ANY
LEGAL ACTION OR PROCEEDING RELATING TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY AND FOR ANY COUNTERCLAIM THEREIN.
11.21 Confidentiality. Each Lender agrees to keep confidential any written or oral information (a) provided to it
by or on behalf of any Borrower or any of its Subsidiaries pursuant to or in connection with this Agreement or (b) obtained by such
Lender based on a review of the books and records of any Borrower or any of its Subsidiaries; provided that nothing herein shall
prevent any Lender from disclosing any such information (i) to the Administrative Agent or any other Lender, (ii) to any Transferee or
prospective Transferee or any swap counterparty so long as delivery of such information is made subject to the requirement that such
information be kept confidential in the manner contemplated by this Section 11.21, (iii) to its employees or affiliates involved in the
administration of this Agreement, directors, agents, attorneys, accountants and other professional advisors (each of which shall be
instructed to hold the same in confidence), (iv) upon the request or demand of any Governmental Authority having jurisdiction over
such Lender, (v) in response to any order of any court or other Governmental Authority or as may otherwise be required pursuant to
any Requirement of Law, (vi) which has been publicly disclosed other than in breach of this Agreement, (vii) in connection with the
exercise of any remedy hereunder, (viii) to any credit insurance provider relating to any Borrower and its obligations or any rating
agency when required by it, provided that, prior to any disclosure, such credit insurance provider or rating agency shall agree in
writing to preserve the confidentiality of any confidential information relating to the Borrowers received by it, (ix) to the CUSIP
Service Bureau or any similar agency in connection with the
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issuance and monitoring of CUSIP numbers with respect to the Loans, provided that, prior to any disclosure, the CUSIP Service
Bureau or such similar agency shall agree in writing to preserve the confidentiality of any confidential information relating to the
Borrowers received by it, or (x) if IBM has consented to such disclosure in writing in its sole discretion. It is understood and agreed
that IBM, IBMCLLC, their Subsidiaries and their respective affiliates may rely upon this Section 11.21 for any purpose, including
without limitation to comply with Regulation FD promulgated by the SEC.
11.22 Binding Effect. This Agreement shall be binding upon and inure to the benefit of the Borrowers, the
Lenders, the Administrative Agent, all future permitted holders of the obligations hereunder and their respective successors and
permitted assigns, except that no Borrower may assign or transfer any of its rights or obligations under this Agreement without the
prior written consent of each Lender.
11.23 Incremental Revolving Credit Commitments. (a) IBM, IBMCLLC and any one or more Lenders
(including New Lenders) may from time to time agree that such Lenders shall provide incremental Revolving Credit Commitments by
executing and delivering to the Administrative Agent one or more Incremental Commitment Supplements or, in the case of New
Lenders, New Lender Supplements.
(b) Any additional bank, financial institution or other entity which is not already a Lender, with the consent of
IBM, IBMCLLC and the Administrative Agent (which consent, in the case of the Administrative Agent, shall not be unreasonably
withheld), can elect to become a party to this Agreement and obtain a Revolving Credit Commitment; such party shall execute a New
Lender Supplement (each, a “New Lender Supplement”) with IBM, IBMCLLC and the Administrative Agent, substantially in the form
of Exhibit H, whereupon such bank, financial institution or other entity (herein called a “New Lender”) shall become a Lender for all
purposes and to the same extent as if originally a party hereto and shall be bound by and entitled to the benefits of this Agreement.
(c) Any Lender (other than any New Lender) which agrees to provide an incremental Revolving Credit
Commitment pursuant to this Section 11.23 shall execute an Incremental Commitment Supplement (each, an “Incremental
Commitment Supplement”) with IBM, IBMCLLC and the Administrative Agent, substantially in the form of Exhibit I, whereupon
such Lender shall be bound by and entitled to the benefits of this Agreement with respect to the incremental Revolving Credit
Commitment specified therein, and Schedule 1.1 shall be deemed to be amended to reflect such incremental Revolving Credit
Commitment.
(d) If, on the date upon which any Lender (including any New Lender) provides an incremental Revolving Credit
Commitment pursuant to this Section 11.23, there is an unpaid principal amount of Revolving Credit Loans, IBM and IBMCLLC shall
borrow Revolving Credit Loans from such Lender in an amount determined by reference to the amount of each Type of Revolving
Credit Loan (and, in the case of Eurodollar Loans or EURIBOR Loans, of each Eurodollar Tranche or EURIBOR Tranche,
respectively) which would then have been outstanding from such Lender if (i) each such Type or Eurodollar Tranche had been
borrowed on the date such Lender’s incremental Revolving Credit Commitment was provided, in each case after giving effect thereto
and (ii) the aggregate amount of each such Type or Eurodollar Tranche or EURIBOR Tranche requested to be so borrowed had been
increased to the extent necessary to give effect, with respect to such Lender, to the borrowing allocation provisions of Section 2.2.
Any Eurodollar Loan or EURIBOR Loan borrowed pursuant to the preceding sentence shall bear interest at a rate equal to the
respective interest rates then applicable to the Eurodollar Loans or EURIBOR Loans, as applicable, of the other Lenders in the same
Eurodollar Tranche or EURIBOR Tranche, as applicable.
60

(e) Notwithstanding anything to the contrary in this Section 11.23, (i) the aggregate amount of incremental
Revolving Credit Commitments provided pursuant to this Section 11.23 shall not exceed $500,000,000 and (ii) no Lender shall have
any obligation to provide an incremental Revolving Credit Commitment unless it agrees to do so in its sole discretion.
11.24 USA PATRIOT Act. Each Lender hereby notifies the Borrowers that pursuant to the requirements of the
USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)) (the “Act”), it is required to obtain, verify and record
information that identifies the Borrowers, which information includes the name and address of the Borrowers and other information
that will allow such Lender to identify the Borrowers in accordance with the Act.
11.25 No Fiduciary Duty, etc. (a) Each Borrower acknowledges and agrees that (i) no fiduciary, advisory or
agency relationship between any Borrower and the Lender Parties is intended to be or has been created in respect of any of the
transactions contemplated by this Agreement, irrespective of whether the Lender Parties have advised or are advising any Borrower on
other matters, and each Borrower waives, to the fullest extent permitted by law, any claims it may have against the Lender Parties for
breach of fiduciary duty or alleged breach of fiduciary duty in respect of any of the transactions contemplated by this Agreement, and
agrees that the Lender Parties will have no liability (whether direct or indirect) to any Borrower in respect of such a fiduciary duty
claim in respect of any of the transactions contemplated by this Agreement, (ii) the Lender Parties, on the one hand, and each
Borrower, on the other hand, have an arm’s length business relationship that does not directly or indirectly give rise to, nor does any
Borrower rely on, any fiduciary duty to any Borrower or its affiliates on the part of the Lender Parties, (iii) each Borrower is capable
of evaluating and understanding, and it understands and accepts, the terms, risks and conditions of the transactions contemplated by
this Agreement, (iv) each Borrower has been advised that the Lender Parties are engaged in a broad range of transactions that may
involve interests that differ from any Borrower’s interests and that the Lender Parties have no obligation to disclose such interests and
transactions to any Borrower, (v) each Borrower has consulted its own legal, accounting, regulatory and tax advisors to the extent it
has deemed appropriate, (vi) each Lender Party has been, is, and will be acting solely as a principal and, except as otherwise expressly
agreed in writing by it and the relevant parties, has not been, is not, and will not be acting as an advisor, agent or fiduciary for any
Borrower, any of its affiliates or any other Person or entity and (vii) none of the Lender Parties has any obligation to any Borrower or
its affiliates with respect to the transactions contemplated hereby except those obligations expressly set forth herein or in any other
express writing executed and delivered by such Lender Party and such Borrower or any such affiliate.
(b)
None of the Lender Parties shall have or be deemed to have a fiduciary relationship with any other Lender
Party. The Lender Parties are not partners or co-venturers, and no Lender Party shall be liable for the acts or omissions of, or (except
as otherwise set forth herein in the case of the Administrative Agent) authorized to act for, any other Lender Party.
11.26 EU Bail-In. Notwithstanding anything to the contrary in this Agreement or in any other agreement,
arrangement or understanding among any such parties, each party hereto acknowledges that any liability of any Lender deemed to be
an EEA Financial Institution arising under this Agreement may be subject to the write-down and conversion powers of an EEA
Resolution Authority and agrees and consents to, and acknowledges and agrees to be bound by:
(a) the application of any Write-Down and Conversion Powers by an EEA Resolution Authority to any such
liabilities arising hereunder which may be payable to it by any party hereto that is an EEA Financial Institution; and
(b) the effects of any Bail-In Action on any such liability, including, if applicable:
61

(i) a reduction in full or in part or cancellation of any such liability;
(ii) a conversion of all, or a portion of, such liability into shares or other instruments of ownership in such
EEA Financial Institution, its parent entity, or a bridge institution that may be issued to it or otherwise conferred on
it, and that such shares or other instruments of ownership will be accepted by it in lieu of any rights with respect to
any such liability under this Agreement; or
(iii) the variation of the terms of such liability in connection with the exercise of the Write-Down and
Conversion Powers of any EEA Resolution Authority.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed and delivered by their
proper and duly authorized officers as of the day and year first above written.
International Business Machines Corporation
By:
/s/ Simon J. Beaumont
Name: Simon J. Beaumont
Title: Vice President, Tax and Treasurer
IBM Credit LLC
By:
/s/ Elizabeth Barzelatto
Name: Elizabeth Barzelatto
Title: Treasurer
JPMorgan Chase Bank, N.A.,
as Administrative Agent and Lender
By:
/s/ Peter Thauer
Name: Peter Thauer
Title: Managing Director
BNP Paribas
By:
/s/ Brendan Heneghan
Name: Brendan Heneghan
Title: Director
By:
/s/ Ade Adedeji
Name: Ade Adedeji
Title: Vice President
Citibank, N.A.
By:
/s/ Susan M. Olsen
Name: Susan M. Olsen
Title: Vice President
Royal Bank of Canada
By:
/s/ Mark Gronich
Name: Mark Gronich
Title: Authorized Signatory
Mizuho Bank, Ltd.
By:
/s/ Daniel Guevara
Name: Daniel Guevara
Title: Authorized Signatory
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Bank of America, N.A., as Lender
By:
/s/ Christopher G. Fallone
Name: Christopher G. Fallone
Title: Associate
Barclays Bank PLC
By:
/s/ Christopher M. Aitkin
Name: Christopher M. Aitkin
Title: Assistant Vice President
Deutsche Bank AG New York Branch
By:
/s/ Ming K. Chu
Name: Ming K. Chu
Title: Director
By:
/s/ Virginia Cosenza
Name: Virginia Cosenza
Title: Vice President
HSBC Bank USA, National Association
By:
/s/ Jonathan Yip
Name: Jonathan Yip
Title: Vice President
Societe Generale
By:
/s/ Paul Dalle-Molle
Name: Paul Dalle-Molle
Title: Managing Director
Wells Fargo Bank N.A.
By:
/s/ Sid Khanolkar
Name: Sid Khanolkar
Title: Director
Banco Santander, S.A.
By:
/s/ Alejandro Zala
Name: Alejandro Zala
Title: Associate
By:
/s/ Paloma Garcia
Name: Paloma Garcia
Title: Vice President
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Commerzbank AG, New York Branch
By:
/s/ Scott Webster
Name: Scott Webster
Title: Director
By:
/s/ Jonas Ryan
Name: Jonas Ryan
Title: Associate
Credit Suisse AG, Cayman Islands Branch
By:
/s/ Christopher Day
Name: Christopher Day
Title: Authorized Signatory
By:
/s/ Tino Schaufelberger
Name: Tino Schaufelberger
Title: Authorized Signatory
Goldman Sachs Bank USA
By:
/s/ Ryan Durkin
Name: Ryan Durkin
Title: Authorized Signatory
ING Bank N.V., Dublin Branch
By:
/s/ Padraig Matthews
Name: Padraig Matthews
Title: Director
By:
/s/ Ciaran Dunne
Name: Ciaran Dunne
Title: Director
Sumitomo Mitsui Banking Corp.
By:
/s/ James D. Weinstein
Name: James D. Weinstein
Title: Managing Director
The Bank of Tokyo-Mitsubishi UFJ, LTD.
By:
/s/ Lillian Kim
Name: Lillian Kim
Title: Director
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U.S. Bank National Association
By:
/s/ Paul F. Johnson
Name: Paul F. Johnson
Title: Vice President
Unicredit Bank AG, New York Branch
By:
/s/ Kimberly Sousa
Name: Kimberly Sousa
Title: Managing Director
By:
/s/ Eleni Athanasatos
Name: Eleni Athanasatos
Title: Associate Director
Australia and New Zealand Banking Group Limited
By:
/s/ Robert Grillo
Name: Robert Grillo
Title: Director
Bank of China, New York Branch
By:
/s/ Raymond Qiao
Name: Raymond Qiao
Title: Managing Director
DBS Bank Ltd.
By:
/s/ Loy Hwee Chuan
Name: Loy Hwee Chuan
Title: Vice President
PNC Bank, National Association
By:
/s/ Michael Richards
Name: Michael Richards
Title: SVP and Managing Director
Standard Chartered Bank
By:
/s/ Daniel Mattern
Name: Daniel Mattern
Title: Associate Director
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The Toronto-Dominion Bank, New York Branch
By:
/s/ Annie Dorval
Name: Annie Dorval
Title: Authorized Signatory
Banco Bilbao Vizcaya Argentaria, S.A., New York Branch
By:
/s/ Brian Crowley
Name: Brian Crowley
Title: Managing Director
By:
/s/ Cara Younger
Name: Cara Younger
Title: Director
Banco Bradesco S.A., New York Branch
By:
/s/ Adrian A.G. Costa
Name: Adrian A. G. Costa
Title: Manager
By:
/s/ Mauro Lopes
Name: Mauro Lopes
Title: Manager
Canadian Imperial Bank of Commerce, New York Branch
By:
/s/ Robert Robin
Name: Robert Robin
Title: Authorized Signatory
By:
/s/ Melissa Brown
Name: Melissa Brown
Title: Authorized Signatory
Danske Bank A/S
By:
/s/ Merete Ryvald
Name: Merete Ryvald
Title: Chief Loan Manager
By:
/s/ Gert Carstens
Name: Gert Carstens
Title: Senior Loan Manager
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Industrial and Commercial Bank of China Limited,
New York Branch
By:
/s/ Yuanyuan Peng
Name: Yuanyuan Peng
Title: Vice President
By:
/s/ Dayi Liu
Name: Dayi Liu
Title: Director
Lloyds Bank plc
By:
/s/ Daven Popat
Name: Daven Popat
Title: Senior Vice President
By:
/s/ Erin Walsh
Name: Erin Walsh
Title: Assistant Vice President
Raiffeisen Bank International AG
By:
/s/ J. Geberth
Name: J. Geberth
Title: Executive Director
By:
/s/ Natalie Egger-Grunicke
Name: Natalie Egger-Grunicke
Title: Director
The Northern Trust Company
By:
/s/ Sophia Love
Name: Sophia Love
Title: Senior Vice President
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SCHEDULE 1.1 TO
3-YEAR CREDIT AGREEMENT
Revolving Credit
Commitment

JPMorgan Chase Bank, N.A.
Citibank, N.A.
BNP Paribas
Royal Bank of Canada
Mizuho Bank, Ltd.
Bank of America, N.A.
Barclays Bank PLC
Deutsche Bank AG New York Branch
HSBC Bank USA, National Association
Societe Generale
Wells Fargo Bank N.A.
The Bank of Tokyo-Mitsubishi UFJ, LTD.
Commerzbank AG, New York Branch
Credit Suisse AG, Cayman Islands Branch
Goldman Sachs Bank USA
ING Bank N.V., Dublin Branch
Banco Santander, S.A.
U.S. Bank National Association
UniCredit Bank AG, New York Branch
Sumitomo Mitsui Banking Corp.
Bank of China, New York Branch
Australia and New Zealand Banking Group Limited
PNC Bank, National Association
Standard Chartered Bank
The Toronto-Dominion Bank, New York
Banco Bradesco S.A., New York Branch
Banco Bilbao Vizcaya Argentaria, S.A. New York Branch
Canadian Imperial Bank of Commerce, New York Branch
Danske Bank A/S
Industrial and Commercial Bank of China Limited, New York Branch
Lloyds Bank plc
The Northern Trust Company
Raiffeisen Bank International AG
DBS Bank Ltd.
Total:
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$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

150,000,000
150,000,000
150,000,000
150,000,000
125,000,000
100,000,000
100,000,000
100,000,000
100,000,000
100,000,000
100,000,000
75,000,000
75,000,000
75,000,000
75,000,000
75,000,000
75,000,000
75,000,000
75,000,000
75,000,000
50,000,000
50,000,000
50,000,000
50,000,000
50,000,000
25,000,000
25,000,000
25,000,000
25,000,000
25,000,000
25,000,000
25,000,000
25,000,000
50,000,000
2,500,000,000

SCHEDULE 6.2(c) TO
3-YEAR CREDIT AGREEMENT
[FORM OF COMPLIANCE CERTIFICATE]
COMPLIANCE CERTIFICATE
[For the Fiscal Quarter ending

, 20 ]

[For the Fiscal Year ending

, 20 ]

Pursuant to Section 6.2(c) of the 3-Year Credit Agreement, dated as of July 20, 2017 (as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”; terms defined therein being used herein as therein defined unless
otherwise defined herein), among International Business Machines Corporation (“IBM”) and its Subsidiary IBM Credit LLC
(“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the Lenders parties thereto, JPMorgan Chase Bank,
N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named therein, the undersigned, the duly
elected, qualified and acting Responsible Officer of [IBM][IBMCLLC], hereby certifies that:
1.
During the period of four consecutive fiscal quarters ended on
obtained no knowledge of any Default or Event of Default except as follows:
.

, 20 , such Responsible Officer has

[The financial statements referred to in Section 6.2(b) of the Credit Agreement which are delivered concurrently
with the delivery of this Compliance Certificate fairly present the financial position, results of operations, cash flows and changes in
stockholders’ equity of IBM and its Subsidiaries or the financial position, results of operations, cash flows and changes in members’
interest of IBMCLLC and its Subsidiaries, as applicable, in accordance with GAAP, subject to normal year-end audit adjustments
which are not expected to be material in amount.]
2.
The covenant calculations set forth below are based on IBM’s [unaudited][audited] balance sheet and
statements of earnings, cash flows and stockholders’ equity for the fiscal [quarter][year] ended
, 20 , and IBMCLLC’s
[unaudited][audited] balance sheet and statements of earnings, cash flows and members’ interest for the fiscal [quarter][year] ended
, 20 , as applicable, copies of which are attached hereto.
Insert only in Compliance Certificates accompanying financial statements delivered pursuant to Section 6.2(b) of the Credit
Agreement.

1.

Consolidated Net Interest Expense Ratio (Section 7.4(a))
The ratio of
1. the difference between
1. the sum of
(1)

earnings before income taxes of IBM and its
consolidated Subsidiaries for the period of four
consecutive fiscal quarters ended on the date
referred to in paragraph (b) above, excluding
gains or losses from the divestiture or sale of a
business
(2) Consolidated Net Interest Expense (to the extent
deducted in arriving at earnings before income
taxes)
(3) depreciation expense (to the extent deducted in
arriving at earnings before income taxes)
(4) amortization expense (to the extent deducted in
arriving at earnings before income taxes)
(5) restructuring charges made after the Effective
Date (to the extent deducted in arriving at
earnings before income taxes)
Total of (1), (2), (3), (4) and (5) above

and
2. the sum of

(3)

(1) cash payments made during such period in
respect of restructuring charges made after the
$
Effective Date
(2) payments made during such period for plant,
rental machines and other property excluding
acquisitions of businesses (net of proceeds
received during such period from dispositions of
plant, rental machines and other property
investment excluding divestitures or sales of
businesses)
$
investment in software for such period
$

$
$
$
$
$
$

Total of (1), (2) and (3) above

$

equals
3. Consolidated Adjusted Cash Flow
(A. minus B.)

$

to
(ii)

the difference between
A.

total interest cost of IBM and its Subsidiaries for such period

$

interest income of IBM and its Subsidiaries for such period

$

Consolidated Net Interest Expense

$

and
B.
equals
C.

(iii) the Consolidated Net Interest Expense Ratio (Ratio of Consolidated
Adjusted Cash Flow (i)(C.) to Consolidated Net Interest Expense (ii)
(C.))
2.

: 1.00

IBMCLLC Consolidated Tangible Net Worth (Section 7.4(b))
1.

The sum of
(1)

2.

The total assets appearing on the consolidated statement of
financial position of IBMCLLC and its Subsidiaries most recently
delivered to the Administrative Agent

$

minus
(1)

all liabilities as shown on such statement

and
(2)

intangible assets, (net of any applicable reserves) as shown on
or

$

reflected in such statement, to include:

3.

(i) all trade names, trademarks, licenses, patents, copyrights
and goodwill;

$

(ii) organizational and development costs;

$

(iii) deferred charges (other than prepaid items such as
insurance, taxes, interest, commissions, rents and similar items
and tangible assets being amortized);

$

(iv) unamortized debt discount and expense, less unamortized
premium.

$

equals
Consolidated Tangible Net Worth

3.

IBMCLLC Leverage Ratio (Section 7.4(c))
Equals
For a more detailed calculation of such ratio, please refer to
(1)IBMCLLC’s “Debt-to-Equity Ratio” as reported in
IBMCLLC’s periodic report (10-Q or 10-K, as the case may
be) covering such fiscal quarter
OR prior to the first filing of any such periodic report
(2)As reported in, and calculated in the manner set forth in the
section titled “Management Discussion and Analysis of Results
of Operation and Financial Condition” of the IBMCLLC
Form 10.

IN WITNESS WHEREOF, the undersigned has hereto set his name.
Dated:

$

, 20

: 1.00

Title:[Responsible Officer
of IBM] [[Responsible Officer
of IBMCLLC]

EXHIBIT A TO
3-YEAR CREDIT AGREEMENT
[FORM OF COMPETITIVE LOAN CONFIRMATION]
, 20
JPMorgan Chase Bank, N.A., as Administrative Agent
383 Madison Avenue, 24th Floor
New York, New York 10179
Reference is made to the 3-Year Credit Agreement, dated as of July 20, 2017, among International Business
Machines Corporation (“IBM”) and its Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the
“Borrowers”), the Lenders parties thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and
Documentation Agents named therein (as the same may be amended, supplemented or otherwise modified from time to time, the
“Credit Agreement”). Terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit
Agreement.
In accordance with Section 2.8(d) of the Credit Agreement, the undersigned accepts and confirms the offers by
Competitive Loan Lender(s) to make Competitive Loans to the undersigned on
, 20 [Competitive Loan Borrowing Date]
under Section 2.8(b) [index rate] or 2.8(c) [fixed rate] in the (respective) amount(s) set forth on the attached list of Competitive Loans
offered.
Very truly yours,
[Name of Borrower]
By:
Title:
[Borrower must attach Competitive Loan offer list prepared by Administrative Agent with accepted amount entered by the Borrower
to right of each Competitive Loan offer].

EXHIBIT B TO
3-YEAR CREDIT AGREEMENT
[FORM OF COMPETITIVE LOAN OFFER]
, 20

JPMorgan Chase Bank, N.A., as Administrative Agent
383 Madison Avenue, 24th Floor
New York, New York 10179

Reference is made to the 3-Year Credit Agreement, dated as of July 20, 2017, among International Business
Machines Corporation (“IBM”) and its Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the
“Borrowers”), the Lenders parties thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and
Documentation Agents named therein (as the same may be amended, supplemented or otherwise modified from time to time, the
“Credit Agreement”). Terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit
Agreement. In accordance with Section 2.8(b) [index rate] or 2.8(c) [fixed rate] of the Credit Agreement, the undersigned
Competitive Loan Lender offers to make Competitive Loans thereunder in the following amounts with the following maturity dates:
Competitive
Loan Date:
, 20
Maturity Date 1:
, 20
Maturity Date 2:
, 20
Maturity Date 3:
, 20

Aggregate Maximum Amount: $
Maximum Amount: $
$
offered at
*
$
offered at
Maximum Amount: $
*
$
offered at
$
offered at
*
Maximum Amount: $
*
$
offered at
$
offered at
*
Very truly yours,
[NAME OF COMPETITIVE LOAN LENDER]
By:
Name:
Title:

Insert the interest rate offered for the specified loan amount. In the case of Index Rate Competitive Loans, insert a margin
bid. In the case of Fixed Rate Competitive Loans, insert a fixed rate bid.

Telephone
No.:
Fax No.:
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EXHIBIT C TO
3-YEAR CREDIT AGREEMENT
[FORM OF COMPETITIVE LOAN REQUEST]
JPMorgan Chase Bank, N.A., as Administrative Agent
383 Madison Avenue, 24th Floor
New York, New York 10179

, 20

Reference is made to the 3-Year Credit Agreement, dated as of July 20, 2017, among International Business
Machines Corporation (“IBM”) and its Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the
“Borrowers”), the Lenders parties thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and
Documentation Agents named therein (as the same may be amended, supplemented or otherwise modified from time to time, the
“Credit Agreement”). Terms defined in the Credit Agreement and used herein shall have the meanings given to them in the Credit
Agreement.
This is [an Index Rate] [a Fixed Rate] Competitive Loan Request pursuant to Section 2.8(a) of the Credit
Agreement requesting quotes for the following Competitive Loans:
Loan 1

Aggregate Principal Amount
Borrowing Date
Interest Period
Maturity Date
Interest Payment Dates

$

Loan 2

$

Loan 3

$

Very truly yours,
[Name of Borrower]
By:
Title:
Pursuant to the Credit Agreement, a Competitive Loan Request may be transmitted in writing or by facsimile transmission, or
by telephone, immediately confirmed by facsimile transmission. In any case, a Competitive Loan Request shall contain the
information specified in the second paragraph of this form.
Insert only in an Index Rate Competitive Loan Request.
In an Index Rate Competitive Loan Request, insert last day of Interest Period.
Insert only in a Fixed Rate Competitive Loan Request.

EXHIBIT D TO
3-YEAR CREDIT AGREEMENT
[FORM OF CLOSING CERTIFICATE]
Pursuant to Section 5.1(b) of the 3-Year Credit Agreement, dated as of July 20, 2017 (as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”; terms defined therein being used herein as therein defined unless
otherwise defined herein), among International Business Machines Corporation (“IBM”) and its Subsidiary IBM Credit LLC
(“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the Lenders parties thereto, JPMorgan Chase Bank,
N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named therein, the undersigned [
], a
Responsible Officer of [IBM][IBMCLLC], hereby certifies as follows:
1.
The representations and warranties of [IBM][IBMCLLC] contained in the Credit Agreement or in any
certificate, document or financial or other statement furnished by or on behalf of [IBM][IBMCLLC] pursuant to or in
connection with the Credit Agreement are true and correct in all material respects on and as of the date hereof with the same
effect as if made on the date hereof except for representations and warranties stated to relate to a specific earlier date, in
which case such representations and warranties were true and correct in all material respects as of such earlier date;
2.
No Default or Event of Default has occurred and is continuing as of the date hereof or after giving effect
to any Loans to be made on the date hereof;
3.
is and at all times since
20 , has been the duly elected and qualified [Assistant]
Secretary of [IBM][IBMCLLC] and the signature set forth on the signature line for such officer below is such officer’s true
and genuine signature;
and the undersigned [Assistant] Secretary of [IBM][IBMCLLC] hereby certifies as follows:
4.
There are no liquidation or dissolution proceedings pending or to my knowledge threatened against [IBM]
[IBMCLLC], nor to my knowledge has any other event occurred affecting or threatening the corporate existence of [IBM]
[IBMCLLC];
[

5.
];

[IBM][IBMCLLC]is a corporation duly organized, validly existing and in good standing under the laws of

6.
Attached hereto as Exhibit A is a complete and correct copy of resolutions duly adopted by the Board of
Directors (or a duly authorized committee thereof) of [IBM][IBMCLLC] on
, 20 ; such resolutions have not in any way
been amended, modified, revoked or rescinded and have been in full force and effect since their adoption to and including the
date hereof and are now in full force and effect; such

resolutions are the only corporate proceedings of [IBM][IBMCLLC]now in force relating to or affecting the matters referred
to therein;
7.
Attached hereto as Exhibit B is a complete and correct copy of the [by-laws][limited liability agreement]
[operating agreement] of [IBM][IBMCLLC]as in effect at all times since
, 20 to and including the date hereof;
and attached hereto as Exhibit C is a true and complete copy of the [certificate of incorporation][articles of incorporation] of
[IBM][IBMCLLC]as in effect at all times since
, 20 to and including the date hereof; and
8.
The following persons are now duly elected and qualified officers of [IBM][IBMCLLC] holding the
offices indicated next to their respective names below, and such officers have held such offices with [IBM][IBMCLLC]at all
times since
, 20 to and including the date hereof, and the signatures appearing opposite their respective names
below are the true and genuine signatures of such officers, and each of such officers is duly authorized to execute and deliver
on behalf of [IBM][IBMCLLC]the Credit Agreement and any certificate or other document to be delivered by [IBM]
[IBMCLLC]pursuant to the Credit Agreement:
Name

Office

[

Signature

]

[Assistant] Secretary
IN WITNESS WHEREOF, the undersigned have hereto set our names

Title: [
Date:

]

Title: [Assistant] Secretary
, 20
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EXHIBIT E TO
3-YEAR CREDIT AGREEMENT
[FORM OF ASSIGNMENT AND ASSUMPTION]
This Assignment and Assumption (the “Assignment and Assumption”) is dated as of the Effective Date set forth below and is entered
into between the Assignor named below (the “Assignor”) and the Assignee named below (the “Assignee”). Capitalized terms used but
not defined herein shall have the meanings given to them in the Credit Agreement identified below (as amended, the “Credit
Agreement”), receipt of a copy of which is hereby acknowledged by the Assignee. The Standard Terms and Conditions set forth in
Annex 1 attached hereto are hereby agreed to and incorporated herein by reference and made a part of this Assignment and
Assumption as if set forth herein in full.
For an agreed consideration, the Assignor hereby irrevocably sells and assigns to the Assignee, and the Assignee
hereby irrevocably purchases and assumes from the Assignor, subject to and in accordance with the Standard Terms and Conditions
and the Credit Agreement, as of the Effective Date inserted by the Administrative Agent below (i) all of the Assignor’s rights and
obligations in its capacity as a Lender under the Credit Agreement and any other documents or instruments delivered pursuant thereto
to the extent related to the amount and percentage interest identified below of all of such outstanding rights and obligations of the
Assignor under the respective facilities identified below and (ii) to the extent permitted to be assigned under applicable law, all claims,
suits, causes of action and any other right of the Assignor (in its capacity as a Lender) against any Person, whether known or
unknown, arising under or in connection with the Credit Agreement, any other documents or instruments delivered pursuant thereto or
the loan transactions governed thereby or in any way based on or related to any of the foregoing, including contract claims, tort
claims, malpractice claims, statutory claims and all other claims at law or in equity related to the rights and obligations sold and
assigned pursuant to clause (i) above (the rights and obligations sold and assigned pursuant to clauses (i) and (ii) above being referred
to herein collectively as the “Assigned Interest”). Such sale and assignment is without recourse to the Assignor and, except as
expressly provided in this Assignment and Assumption, without representation or warranty by the Assignor.
1.

Assignor:

2.

Assignee:
[and is an Affiliate/Approved Fund of [identify Lender](1)]

3.

Borrower(s):

(1) Select as applicable.

4.

Administrative Agent: JPMorgan Chase Bank, N.A., as administrative agent under the Credit Agreement

5.

Credit Agreement:

3-Year Credit Agreement, dated as of July 20, 2017, International Business Machines Corporation, a
New York corporation and its Subsidiary IBM Credit LLC, the Lenders parties thereto, JPMorgan Chase
Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named
therein
2

6.

Assigned Interest:
Aggregate Amount of
Commitment/Loans
for all Lenders

Facility Assigned(2)

$
$
$

Amount of
Commitment/Loans
Assigned

Percentage Assigned
of
Commitment/Loans(3)

%
%
%

$
$
$

Effective Date:
, 20 [TO BE INSERTED BY ADMINISTRATIVE AGENT AND WHICH SHALL BE THE EFFECTIVE
DATE OF RECORDATION OF TRANSFER IN THE REGISTER THEREFOR.]
The Assignee agrees to deliver to the Administrative Agent a completed administrative questionnaire in which the Assignee
designates one or more credit contacts to whom all syndicate-level information (which may contain material non-public information
about the Borrowers and their affiliates or their respective securities) will be made available and who may receive such information in
accordance with the Assignee’s compliance procedures and applicable laws, including Federal and state securities laws.
The terms set forth in this Assignment and Assumption are hereby agreed to:
ASSIGNOR
NAME OF ASSIGNOR
By:
Title:
ASSIGNEE
NAME OF ASSIGNEE
By:
Title:
(2) Fill in the appropriate terminology for the types of facilities under the Credit Agreement that are being
Assignment (e.g. “Revolving Credit Commitment,”).
(3) Set forth, to at least 9 decimals, as a percentage of the Commitment/Loans of all Lenders.
3

assigned under this

Consented To:
INTERNATIONAL BUSINESS MACHINES CORPORATION
By:
Name:
Title:
IBM CREDIT LLC
By:
Name:
Title:
JPMORGAN CHASE BANK, N.A., as Administrative Agent
By:
Name:
Title:
[Consents required only to the extent expressly provided for in
Section 11.8 of the Credit Agreement.]
Accepted for Recordation in the Register:
JPMORGAN CHASE BANK, N.A., as Administrative Agent
By:
Name:
Title:
4

ANNEX 1
3-Year Credit Agreement, dated as of July 20, 2017 among International Business Machines Corporation, a New York corporation
and its Subsidiary IBM Credit LLC, the Lenders parties thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the
Syndication Agents and Documentation Agents named therein
STANDARD TERMS AND CONDITIONS FOR
ASSIGNMENT AND ASSUMPTION
1. Representations and Warranties.
1.1 Assignor. The Assignor (a) represents and warrants that (i) it is the legal and beneficial owner of the Assigned
Interest, (ii) the Assigned Interest is free and clear of any lien, encumbrance or other adverse claim and (iii) it has full power and
authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the
transactions contemplated hereby and (b) assumes no responsibility with respect to (i) any statements, warranties or representations
made in or in connection with the Credit Agreement, (ii) the execution, legality, validity, enforceability, genuineness, sufficiency or
value of the Credit Agreement (iii) the financial condition of the Borrowers, any of their Subsidiaries or affiliates or any other Person
obligated in respect of the Credit Agreement or (iv) the performance or observance by the Borrowers, any of their Subsidiaries or
affiliates or any other Person of any of their respective obligations under the Credit Agreement.
1.2. Assignee. The Assignee (a) represents and warrants that (i) it has full power and authority, and has taken all
action necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby
and to become a Lender under the Credit Agreement, (ii) it satisfies the requirements, if any, specified in the Credit Agreement that
are required to be satisfied by it in order to acquire the Assigned Interest and become a Lender, (iii) from and after the Effective Date,
it shall be bound by the provisions of the Credit Agreement as a Lender thereunder and, to the extent of the Assigned Interest, shall
have the obligations of a Lender thereunder, (iv) it has received a copy of the Credit Agreement, together with copies of the most
recent financial statements delivered pursuant to Section 4.5 thereof, and such other documents and information as it has deemed
appropriate to make its own credit analysis and decision to enter into this Assignment and Assumption and to purchase the Assigned
Interest on the basis of which it has made such analysis and decision independently and without reliance on the Administrative Agent
or any other Lender and (v) if it is a Non-U.S. Lender, attached to the Assignment and Assumption is any documentation required to
be delivered by it pursuant to the terms of the Credit Agreement, duly completed and executed by the Assignee and (b) agrees that
(i) it will, independently and without reliance on the Administrative Agent, the Assignor or any other Lender, and based on such
documents and information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not taking
action under the Credit Agreement and (ii) it will perform in accordance with their terms all of the obligations which by the terms of
the Credit Agreement are required to be performed by it as a Lender.
2. Payments. From and after the Effective Date, the Administrative Agent shall make all payments in respect of
the Assigned Interest (including payments of principal, interest, fees and other amounts) to the Assignor for amounts which have
accrued to but excluding the Effective Date and to the Assignee for amounts which have accrued from and after the Effective Date.

3. General Provisions. This Assignment and Assumption shall be binding upon, and inure to the benefit of, the
parties hereto and their respective successors and assigns. This Assignment and Assumption may be executed in any number of
counterparts, which together shall constitute one instrument. Delivery of an executed counterpart of a signature page of this
Assignment and Assumption by email or telecopy shall be effective as delivery of a manually executed counterpart of this Assignment
and Assumption. This Assignment and Assumption shall be governed by, and construed in accordance with, the law of the State of
New York.
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EXHIBIT F TO
3-YEAR CREDIT AGREEMENT
[FORM OF REVOLVING CREDIT LOAN PROMISSORY NOTE](1)
REVOLVING CREDIT LOAN PROMISSORY NOTE
New York, New York
, 20

$

FOR VALUE RECEIVED, the undersigned, [NAME OF BORROWER], a
corporation (the “Borrower”),
hereby unconditionally promises to pay to the order of [NAME OF LENDER] (the “Lender”) at the office of JPMorgan Chase Bank,
N.A. (together with its successors in such capacity, the “Administrative Agent”), located at 383 Madison Avenue, 24th Floor, New
York, New York 10179, in lawful money of the United States of America and in immediately available funds, on the Termination
Date the principal amount of (a) [AMOUNT IN WORDS] DOLLARS ($ ), or, if less, (b) the aggregate unpaid principal amount of
all Revolving Credit Loans made by the Lender to the Borrower pursuant to Section 2.1 of the Credit Agreement, as hereinafter
defined. The Borrower further agrees to pay interest in like money at such office on the unpaid principal amount hereof from time to
time outstanding at the rates and on the dates specified in Section 2.10 of such Credit Agreement.
The holder of this promissory note is authorized to endorse on the schedules annexed hereto and made a part hereof
or on a continuation thereof which shall be attached hereto and made a part hereof the date, Type and amount of each Revolving
Credit Loan made pursuant to the Credit Agreement and the date and amount of each payment or prepayment of principal thereof,
each continuation thereof, each conversion of all or a portion thereof to another Type and, in the case of Eurodollar Loans, the length
of each Interest Period with respect thereto. Each such endorsement shall constitute prima facie evidence of the accuracy of the
information endorsed. The failure to make any such endorsement or any error in such endorsement shall not affect the obligations of
the Borrower in respect of any Revolving Credit Loan.
This promissory note (a) has been issued pursuant to Section 11.9(c) of the 3-Year Credit Agreement, dated as of
July 20, 2017 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among International
Business Machines Corporation (“IBM”) and its Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and
together the “Borrowers”), the Lenders parties thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication
Agents and Documentation Agents named therein, (b) is subject to the provisions of the Credit Agreement and (c) is subject to
prepayment in whole or in part as provided in the Credit Agreement.
(1)

With appropriate modifications, this form may be used to evidence Swing Line Loans.

Upon the occurrence of any one or more of the Events of Default specified in the Credit Agreement, all amounts
then remaining unpaid on this promissory note shall become, or may be declared to be, immediately due and payable, all as provided
in the Credit Agreement.
All parties now and hereafter liable with respect to this promissory note, whether maker, principal, surety, guarantor,
endorser or otherwise, hereby waive presentment, demand, protest and all other notices of any kind.
Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings
given to them in the Credit Agreement.
THIS PROMISSORY NOTE SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN
ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK.
[NAME OF BORROWER]
By:
Title:
2

Schedule A
to Revolving Credit Note
LOANS, CONVERSIONS AND REPAYMENTS OF ABR LOANS

Date

Amount of ABR Loans

Amount
Converted to
ABR Loans

Amount of Principal of
ABR Loans Repaid

Amount of ABR Loans
Converted to
Eurodollar Loans

Unpaid Principal
Balance of ABR
Loans

Notation Made By

Schedule B
to Revolving Credit Note
LOANS, CONTINUATIONS, CONVERSIONS AND REPAYMENTS OF EURODOLLAR LOANS

Date

Amount of
Eurodollar Loans

Amount
Converted to
Eurodollar Loans

Interest Period and
Eurodollar Rate with
Respect Thereto

Amount of
Principal of
Eurodollar Loans
Repaid

Amount of
Eurodollar Loans
Converted to
ABR Loans

Unpaid Principal
Balance of
Eurodollar Loans

Notation
Made By

EXHIBIT G TO
3-YEAR CREDIT AGREEMENT
[FORM OF COMPETITIVE LOAN PROMISSORY NOTE]
COMPETITIVE LOAN PROMISSORY NOTE
$

New York, New York
, 20

FOR VALUE RECEIVED, the undersigned, [NAME OF BORROWER], a
corporation (the “Borrower”),
hereby unconditionally promises to pay to the order of [NAME OF LENDER] (the “Competitive Loan Lender”) at the office of
JPMorgan Chase Bank, N.A. (together with its successors in such capacity, the “Administrative Agent”), located at 383 Madison
Avenue, 24th Floor, New York, New York 10179, in lawful money of the United States of America and in immediately available
funds, the principal amount of (a) [AMOUNT IN WORDS] DOLLARS ($ ), or, if less, (b) the aggregate unpaid principal amount
of each Competitive Loan which is made by the Competitive Loan Lender to the Borrower pursuant to Section 2.7 of the Credit
Agreement, as hereinafter defined. The principal amount of each Competitive Loan evidenced hereby shall be payable on the maturity
date therefor set forth on the schedule annexed hereto and made a part hereof or on a continuation of such schedule which shall be
attached hereto and made a part hereof (the “Grid”). The Borrower further agrees to pay interest in like money at such office on the
unpaid principal amount of each Competitive Loan evidenced hereby, at the rate per annum set forth in respect of such Competitive
Loan on the Grid, calculated on the basis of a year of 360 days and actual days elapsed from the date of such Competitive Loan until
the due date thereof (whether at the stated maturity, by acceleration or otherwise), except as otherwise provided in Section 2.10 of the
Credit Agreement. Interest on each Competitive Loan evidenced hereby shall be payable on the date or dates set forth in respect of
such Competitive Loan on the Grid. Competitive Loans evidenced by this promissory note may not be prepaid.
The holder of this promissory note is authorized to endorse on the Grid the date, amount, interest rate, interest
payment dates and maturity date in respect of each Competitive Loan made pursuant to Section 2.7 of the Credit Agreement, and each
payment of principal with respect thereto. Each such endorsement shall constitute prima facie evidence of the accuracy of the
information endorsed. The failure to make any such endorsement or any error in such endorsement shall not affect the obligations of
the Borrower in respect of such Competitive Loan.
This promissory note (a) has been issued pursuant to Section 11.9(c) of the 364-Day Credit Agreement, dated as of
July 20, 2017 (as amended, supplemented or otherwise modified from time to time, the “Credit Agreement”), among International
Business Machines Corporation (“IBM”) and its Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a

“Borrower” and together the “Borrowers”), the Lenders parties thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and
the Syndication Agents and Documentation Agents named therein, (b) is subject to the provisions of the Credit Agreement and (c) is
subject to prepayment in whole or in part as provided in the Credit Agreement.
Upon the occurrence of any one or more of the Events of Default, all amounts then remaining unpaid on this
promissory note shall become, or may be declared to be, immediately due and payable, all as provided in the Credit Agreement.
All parties now and hereafter liable with respect to this promissory note, whether maker, principal, surety, guarantor,
endorser or otherwise, hereby waive presentment, demand, protest and all other notices of any kind.
Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings
given to them in the Credit Agreement.
THIS PROMISSORY NOTE SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN
ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK.
[NAME OF BORROWER]
By:
Title:
2

SCHEDULE OF COMPETITIVE LOANS
[NAME OF BORROWER], as Borrower
3-Year Credit Agreement dated as of July 20, 2017
Date of Loan

Amount of Loan

Interest Rate

Interest
Payment Dates

Maturity Date

Payment Date

Authorization

EXHIBIT H TO
3-YEAR CREDIT AGREEMENT
[FORM OF NEW LENDER SUPPLEMENT]
SUPPLEMENT, dated
, to the 3-Year Credit Agreement, dated as of July 20, 2017 as amended,
supplemented or otherwise modified from time to time, the “Credit Agreement”), among International Business Machines Corporation
(“IBM”) and its Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the
Lenders parties thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation
Agents named therein.
WITNESSETH:
WHEREAS, the Credit Agreement provides in Section 11.23(b) thereof that any bank, financial institution or other
entity, although not originally a party thereto, may become a party to the Credit Agreement with the consent of IBM, IBMCLLC and
the Administrative Agent (which consent, in the case of the Administrative Agent, shall not be unreasonably withheld) by executing
and delivering to IBM and the Administrative Agent a supplement to the Credit Agreement in substantially the form of this
Supplement; and
WHEREAS, the undersigned was not an original party to the Credit Agreement but now desires to become a party
thereto;
NOW, THEREFORE, the undersigned hereby agrees as follows:
1. The undersigned agrees to be bound by the provisions of the Credit Agreement, and agrees that it shall, on the
date this Supplement is accepted by IBM, IBMCLLC and the Administrative Agent, become a Lender for all purposes of the Credit
Agreement to the same extent as if originally a party thereto, with a Revolving Credit Commitment of $
.
2. The undersigned (a) represents and warrants that it is legally authorized to enter into this Supplement;
(b) confirms that it has received a copy of the Credit Agreement, together with copies of the financial statements delivered pursuant to
Section 4.5 thereof and such other documents and information as it has deemed appropriate to make its own credit analysis and
decision to enter into this Supplement; (c) agrees that it has made and will, independently and without reliance upon the
Administrative Agent or any other Lender and based on such documents and information as it shall deem appropriate at the time,
continue to make its own credit decisions in taking or not taking action under the Credit Agreement or any instrument or document
furnished pursuant hereto or thereto; (d) appoints and authorizes the Administrative Agent to take such action as administrative agent
on its behalf and to exercise such powers and discretion under the Credit Agreement or any instrument or document furnished
pursuant hereto or thereto as are delegated to the Administrative Agent by the terms thereof, together with such powers as are
incidental thereto; and (e) agrees that it will be bound by the

provisions of the Credit Agreement and will perform in accordance with its terms all the obligations which by the terms of the Credit
Agreement are required to be performed by it as a Lender including, without limitation, if it is organized under the laws of a
jurisdiction outside the United States, its obligation pursuant to Section 2.18(d) of the Credit Agreement.
3.

The undersigned’s address for notices for the purposes of the Credit Agreement is as follows:

4.

Terms defined in the Credit Agreement shall have their defined meanings when used herein.

IN WITNESS WHEREOF, the undersigned has caused this Supplement to be executed and delivered by a duly
authorized officer on the date first above written.
[INSERT NAME OF LENDER]
By:
Title:
Accepted this
, 20 .

day of

INTERNATIONAL BUSINESS MACHINES CORPORATION
By:
Title:
Accepted this
, 20 .

day of

IBM CREDIT LLC
By:
Title:
Accepted this
, 20 .

day of

JPMORGAN CHASE BANK, N.A., as Administrative Agent
2

By:

Title:
3

EXHIBIT I TO
3-YEAR CREDIT AGREEMENT
[FORM OF INCREMENTAL COMMITMENT SUPPLEMENT]
SUPPLEMENT, dated
, to the 3-Year Credit Agreement, dated as of July 20, 2017 as amended,
supplemented or otherwise modified from time to time, the “Credit Agreement”), among International Business Machines Corporation
(“IBM”) and its Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the
Lenders parties thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation
Agents named therein.
WITNESSETH:
WHEREAS, the Credit Agreement provides in Section 11.23(c) thereof that any Lender may increase the amount of
its Revolving Credit Commitment by executing and delivering to IBM, IBMCLLC and the Administrative Agent a supplement to the
Credit Agreement in substantially the form of this Supplement; and
WHEREAS, the undersigned now desires to increase the amount of its Revolving Credit Commitment under the
Credit Agreement;
NOW THEREFORE, the undersigned hereby agrees as follows:
1. The undersigned agrees, subject to the terms and conditions of the Credit Agreement, that on the date this
Supplement is accepted by IBM, IBMCLLC and the Administrative Agent it shall have its Revolving Credit Commitment increased
by $
, thereby making the amount of its Revolving Credit Commitment $
.
2.

Terms defined in the Credit Agreement shall have their defined meanings when used herein.

IN WITNESS WHEREOF, the undersigned has caused this Supplement to be executed and delivered by a duly authorized officer
on the date first above written.
[INSERT NAME OF LENDER]
By:
Title:
Accepted this
, 20 .

day of

INTERNATIONAL BUSINESS MACHINES CORPORATION
By:
Title:
Accepted this
, 20 .

day of

IBM CREDIT LLC
By:
Title:
Accepted this
, 20 .

day of

JPMORGAN CHASE BANK, N.A., as Administrative Agent
By:
Title:
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EXHIBIT J-1 TO
3-YEAR CREDIT AGREEMENT
[FORM OF U.S. TAX COMPLIANCE CERTIFICATE]
(For Non-U.S. Lenders That Are Not Partnerships For U.S. Federal Income Tax Purposes)
Reference is made to the to the 3-Year Credit Agreement, dated as of July 20, 2017 as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among International Business Machines Corporation (“IBM”) and its
Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the Lenders parties
thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named
therein.
Pursuant to the provisions of Section 2.18 of the Credit Agreement, the undersigned hereby certifies that (i) it is the
sole record and beneficial owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing
this certificate, (ii) it is not a bank within the meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a ten percent shareholder of
any Borrower within the meaning of Section 871(h)(3)(B) of the Code and (iv) it is not a controlled foreign corporation related to any
Borrower as described in Section 881(c)(3)(C) of the Code.
The undersigned has furnished the Administrative Agent, IBM and any Borrower with a certificate of its Non-U.S.
Lender status on IRS Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the undersigned agrees that (1) if the
information provided on this certificate changes, the undersigned shall promptly so inform any Borrower, IBM and the Administrative
Agent, and (2) the undersigned shall have at all times furnished any Borrower, IBM and the Administrative Agent with a properly
completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in
either of the two calendar years preceding such payments.
Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings
given to them in the Credit Agreement.
[NAME OF LENDER]
By:
Name:
Title:
Date:

, 20[ ]

EXHIBIT J-2 TO
3-YEAR CREDIT AGREEMENT
[FORM OF U.S. TAX COMPLIANCE CERTIFICATE]
(For Foreign Participants That Are Not Partnerships For U.S. Federal Income Tax Purposes)
Reference is made to the to the 3-Year Credit Agreement, dated as of July 20, 2017 as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among International Business Machines Corporation (“IBM”) and its
Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the Lenders parties
thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named
therein.
Pursuant to the provisions of Section 2.18 of the Credit Agreement, the undersigned hereby certifies that (i) it is the
sole record and beneficial owner of the participation in respect of which it is providing this certificate, (ii) it is not a bank within the
meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a ten percent shareholder of any Borrower within the meaning of
Section 871(h)(3)(B) of the Code, and (iv) it is not a controlled foreign corporation related to any Borrower as described in
Section 881(c)(3)(C) of the Code.
The undersigned has furnished its participating Lender with a certificate of its Non-U.S. Lender status on IRS
Form W-8BEN or IRS Form W-8BEN-E. By executing this certificate, the undersigned agrees that (1) if the information provided on
this certificate changes, the undersigned shall promptly so inform such Lender in writing, and (2) the undersigned shall have at all
times furnished such Lender with a properly completed and currently effective certificate in either the calendar year in which each
payment is to be made to the undersigned, or in either of the two calendar years preceding such payments.
Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings
given to them in the Credit Agreement.
[NAME OF PARTICIPANT]
By:
Name:
Title:
Date:

, 20[ ]

EXHIBIT J-3 TO
3-YEAR CREDIT AGREEMENT
[FORM OF U.S. TAX COMPLIANCE CERTIFICATE]
(For Foreign Participants That Are Partnerships For U.S. Federal Income Tax Purposes)
Reference is made to the to the 3-Year Credit Agreement, dated as of July 20, 2017 as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among International Business Machines Corporation (“IBM”) and its
Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the Lenders parties
thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named
therein.
Pursuant to the provisions of Section 2.18 of the Credit Agreement, the undersigned hereby certifies that (i) it is the
sole record owner of the participation in respect of which it is providing this certificate, (ii) its direct or indirect partners/members are
the sole beneficial owners of such participation, (iii) with respect such participation, neither the undersigned nor any of its direct or
indirect partners/members is a bank extending credit pursuant to a loan agreement entered into in the ordinary course of its trade or
business within the meaning of Section 881(c)(3)(A) of the Code, (iv) none of its direct or indirect partners/members is a ten percent
shareholder of any Borrower within the meaning of Section 871(h)(3)(B) of the Code and (v) none of its direct or indirect
partners/members is a controlled foreign corporation related to any Borrower as described in Section 881(c)(3)(C) of the Code.
The undersigned has furnished its participating Lender with IRS Form W-8IMY accompanied by one of the
following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) a certificate of Non-U.S.
Lender status on IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W-8IMY accompanied by a certificate of Non-U.S.
Lender status on IRS Form W-8BEN or IRS Form W-8BEN-E from each of such partner’s/member’s beneficial owners that is
claiming the portfolio interest exemption. By executing this certificate, the undersigned agrees that (1) if the information provided on
this certificate changes, the undersigned shall promptly so inform such Lender and (2) the undersigned shall have at all times
furnished such Lender with a properly completed and currently effective certificate in either the calendar year in which each payment
is to be made to the undersigned, or in either of the two calendar years preceding such payments.
Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings
given to them in the Credit Agreement.
[NAME OF PARTICIPANT]
By:
Name:
Title:
Date:

, 20[ ]

EXHIBIT J-4 TO
3-YEAR CREDIT AGREEMENT
[FORM OF U.S. TAX COMPLIANCE CERTIFICATE]
(For Non-U.S. Lenders That Are Partnerships For U.S. Federal Income Tax Purposes)
Reference is made to the to the 3-Year Credit Agreement, dated as of July 20, 2017 as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among International Business Machines Corporation (“IBM”) and its
Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the Lenders parties
thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named
therein.
Pursuant to the provisions of Section 2.18 of the Credit Agreement, the undersigned hereby certifies that (i) it is the
sole record owner of the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate,
(ii) its direct or indirect partners/members are the sole beneficial owners of such Loan(s) (as well as any Note(s) evidencing such Loan
(s)), (iii) with respect to the extension of credit pursuant to this Credit Agreement or any other Loan Document, neither the
undersigned nor any of its direct or indirect partners/members is a bank extending credit pursuant to a loan agreement entered into in
the ordinary course of its trade or business within the meaning of Section 881(c)(3)(A) of the Code, (iv) none of its direct or indirect
partners/members is a ten percent shareholder of any Borrower within the meaning of Section 871(h)(3)(B) of the Code and (v) none
of its direct or indirect partners/members is a controlled foreign corporation related to any Borrower as described in Section 881(c)(3)
(C) of the Code.
The undersigned has furnished the Administrative Agent, IBM and any Borrower with IRS Form W-8IMY
accompanied by one of the following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) a
certificate of Non-U.S. Lender status on IRS Form W-8BEN or IRS Form W-8BEN-E or (ii) an IRS Form W-8IMY accompanied by a
certificate of Non-U.S. Lender Status on IRS Form W-8BEN or IRS Form W-8BEN-E from each of such partner’s/member’s
beneficial owners that is claiming the portfolio interest exemption. By executing this certificate, the undersigned agrees that (1) if the
information provided on this certificate changes, the undersigned shall promptly so inform any Borrower, IBM and the Administrative
Agent, and (2) the undersigned shall have at all times furnished any Borrower, IBM and the Administrative Agent with a properly
completed and currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in
either of the two calendar years preceding such payments.
Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings
given to them in the Credit Agreement.

[NAME OF LENDER]
By:
Name:
Title:
Date:

, 20[ ]

EXHIBIT K TO
3-YEAR CREDIT AGREEMENT
[FORM OF EXTENSION REQUEST]
, 20

JPMorgan Chase Bank, N.A., as Administrative Agent
383 Madison Avenue, 24th Floor
New York, New York 10179

Reference is made to the 3-Year Credit Agreement, dated as of July 20, 2017 (as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among International Business Machines Corporation (“IBM”), and its
Subsidiary IBM Credit LLC (“IBMCLLC”), (each individually a “Borrower” and together the “Borrowers”), the Lenders parties
thereto, JPMorgan Chase Bank, N.A., as Administrative Agent, and the Syndication Agents and Documentation Agents named
therein. Unless otherwise defined herein, terms defined in the Credit Agreement and used herein shall have the meanings given to
them in the Credit Agreement.
Pursuant to Section 2.21(a) of the Credit Agreement, we hereby request that the Lenders extend the Termination
Date now in effect by a period of one year, to the date November , 20 . The Extension Request Deadline related to this Extension
Request shall be
, 20 .(1)
The undersigned represents that as of the date of this Extension Request (i) the representations and warranties of
[IBM] [IBMCLLC] contained in the Credit Agreement are true and correct in all material respects with the same effect as if made on
the date hereof (except to the extent such representations and warranties expressly relate to an earlier date) and (ii) no Default or Event
of Default has occurred and is continuing.
Very truly yours,
[INTERNATIONAL BUSINESS MACHINES
CORPORATION][IBM CREDIT LLC]
By:
Title:
(1)

The Extension Request Deadline shall be no later than 30 days after delivery of this Extension Request to the Administrative
Agent.

Exhibit 10.3
EXECUTION VERSION
THIRD AMENDMENT, dated as of July 20, 2017 (this “Amendment”) to the 5-Year Credit Agreement, dated as of
November 10, 2011 (as amended from time to time, the “Credit Agreement”), among INTERNATIONAL BUSINESS MACHINES
CORPORATION (“IBM”), JPMORGAN CHASE BANK, N.A., as Administrative Agent, the Subsidiary Borrowers parties thereto
(the “Subsidiary Borrowers”), the Lenders parties thereto, and the Syndication Agents and Documentation Agents named therein.
Capitalized terms used but not defined herein shall have the meanings assigned to such terms in the Credit Agreement.
RECITALS
WHEREAS, IBM has requested that the Credit Agreement be amended as set forth herein.
WHEREAS, pursuant to, and in compliance with the requirements of, Section 11.1 of the Credit Agreement, the
Required Lenders are willing to agree to this Amendment on the terms set forth herein.
NOW, THEREFORE, in consideration of the premises and mutual covenants contained herein, the parties hereto
agree as follows:
SECTION 1. Amendments to Credit Agreement. As of the Third Amendment Effective Date (as defined below),
the Credit Agreement is hereby amended as follows:
(a) Section 1.1 of the Credit Agreement shall be amended by:
(i)

adding the following new defined term in the appropriate alphabetical order:
“2018 Extension Date” as defined in Section 2.21(a).”; and
“Alignment Termination Date”: as defined in Section 2.21(a).”

(ii)

amending and restating the definition of “Existing Termination Date” in its entirety, as follows:
“Existing Termination Date”: as defined in Section 2.21(a).”; and

(iii)

amending and restating the definition of “Termination Date” in its entirety, as follows:
“Termination Date”: November 10, 2016, as such date may be extended pursuant to Section 2.21 (including any
extension to the Alignment Termination Date and any subsequent extension of the Alignment Termination Date
pursuant to Section 2.21).”

(b) Section 2.21 of the Credit Agreement shall be amended and restated in its entirety, as follows:
“2.21 Extension of Termination Date. (a) IBM may, by written request (an “Extension Request”) to the
Administrative Agent, substantially in the form of Exhibit J, delivered (i) at any time during the period from May 21, 2018 to
July 20, 2018 (such extension date, the “2018 Extension Date”) and (ii) at any time during the 60-day period preceding each
subsequent anniversary of the 2018 Extension Date, request that the Lenders extend the Termination Date then in effect (the
“Existing Termination Date”) (x) in the case of foregoing

clause (i), to July 20, 2023 (the “Alignment Termination Date”) and (y) in the case of foregoing clause (ii), by one year.
(b) Upon receipt of an Extension Request, the Administrative Agent shall promptly notify each Lender thereof, and
each Lender shall notify the Administrative Agent in writing by the deadline (the “Extension Request Deadline”) specified in
such Extension Request, which deadline shall in any case not be later than 5:00 P.M., New York City time, on the date which
is 30 days after delivery of such Extension Request, of such Lender’s election, in its sole discretion, (i) to extend the Existing
Termination Date as set forth in the Extension Request (provided that the Existing Termination Date shall be so extended
only to the extent expressly provided in paragraph (c) below) or (ii) not to extend the Existing Termination Date (any Lender
not electing to extend, a “Non-Extending Lender”). Any Lender that fails to notify the Administrative Agent in writing of its
election by the Extension Request Deadline shall be deemed to be a Non-Extending Lender.
(c) If Lenders whose Revolving Credit Commitments aggregate at least 51% of the Revolving Credit Commitments
of all Lenders agree to extend the Existing Termination Date, then the Existing Termination Date shall automatically be so
extended as of the Extension Request Deadline, provided that any Lender that became a Non-Extending Lender pursuant to
any previous Extension Request shall be deemed to be a Non-Extending Lender in respect of each subsequent Extension
Request, and provided, further, that if all Lenders do not agree to extend the Existing Termination Date, then (i) IBM shall
have the right to cancel any such extension by so notifying the Administrative Agent within five Business Days after the
relevant Extension Request Deadline, in which case the Existing Termination Date shall not be extended and (ii) in the event
that such extension is not so cancelled, then, with respect to each Non-Extending Lender, IBM shall either (directly or, where
applicable, through the relevant Subsidiary Borrowers):
(x) (i) during the six-month period preceding the Existing Termination Date, on each date on which US$
Loans are borrowed or continued as, or converted into, Eurodollar Loans having an Interest Period ending after the
Existing Termination Date, repay the portion of such Non-Extending Lender’s Loans which would otherwise have
been part of such borrowing, continuation or conversion and permanently reduce such Non-Extending Lender’s
Revolving Credit Commitment by a like amount, (ii) on the Existing Termination Date, terminate the Revolving
Credit Commitment and Swing Line Commitment (if any) of such Non-Extending Lender and repay the then
outstanding US$ Loans made by such Non-Extending Lender, together with accrued but unpaid interest, facility fees
and all other amounts then due and payable to such Non-Extending Lender hereunder, including, without limitation,
amounts payable pursuant to Section 2.19, and (iii) on the Existing Termination Date either (A) terminate the
Commitments of such Non-Extending Lender under any Local Currency Facility and repay the then outstanding
Local Currency Loans made by such Non-Extending Lender, together with accrued but unpaid interest, facility fees
and all other amounts then due and payable to such Non-Extending Lender under any Local Currency Facility or
(B) to the extent the option described in clause (A) above is not exercised, obtain the written agreement of such
Non-Extending Lender that the loans and other obligations outstanding under each relevant Local Currency Facility
shall on the Existing Termination Date automatically cease to be subject to the terms of this Agreement (including
the guarantee of IBM contained in Section 10); or
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(y) at any time prior to the Existing Termination Date, cause one or more banks or other financial
institutions to purchase at par, pursuant to Section 11.8, such Non-Extending Lender’s Revolving Credit
Commitment and outstanding US$ Loans (which purchase shall be accompanied by payment of accrued but unpaid
interest, facility fees and all other amounts then due and payable to such Non-Extending Lender hereunder,
including, without limitation, amounts payable pursuant to Section 2.19), in which case such Non-Extending Lender
shall, promptly upon request by IBM, agree to transfer its Revolving Credit Commitment and US$ Loans upon the
terms and subject to the conditions of Section 11.8 to such banks or other financial institutions (provided that the
registration and processing fee referred to therein shall be paid by either IBM or the relevant transferee); provided,
that on the date (the “Purchase Date”) of any such purchase of such Non-Extending Lender’s Revolving Credit
Commitment and US$ Loans, such Non-Extending Lender’s Swing Line Commitment (if any) shall be terminated,
and provided, further, that on the Purchase Date either (A) the Commitments of such Non-Extending Lender under
any Local Currency Facility shall be terminated or purchased and the then outstanding Local Currency Loans made
by such Non-Extending Lender shall be repaid or purchased (which repayment or purchase shall be accompanied by
payment of accrued but unpaid interest, facility fees and all other amounts then due and payable to such NonExtending Lender under any Local Currency Facility), in each case on terms satisfactory to such Non-Extending
Lender, or (B) to the extent the option described in clause (A) above is not exercised, IBM shall have obtained the
written agreement of such Non-Extending Lender that the loans and other obligations outstanding under each
relevant Local Currency Facility shall on such Purchase Date automatically cease to be subject to the terms of this
Agreement (including the guarantee of IBM contained in Section 10).”
SECTION 2. Conditions to Effectiveness of Third Amendment. This Amendment shall become effective (the
“Third Amendment Effective Date”) upon the satisfaction of the following conditions precedent:
(a) the Administrative Agent (or its counsel) shall have received duly executed counterparts hereof that, when taken
together, bear the signatures of IBM, the Subsidiary Borrowers and Lenders representing the Required Lenders; and
(b) each of (i) the 364-Day Credit Agreement, dated as of July 20, 2017, among IBM, IBM Credit LLC, the lenders
party thereto, JPMorgan Chase Bank, N.A., as administrative agent, and the other agents and parties party thereto and (ii) the ThreeYear Credit Agreement, dated as of July 20, 2017, among IBM, IBM Credit LLC, the lenders party thereto, JPMorgan Chase Bank,
N.A., as administrative agent, and the other agents and parties party thereto, shall be effective.
SECTION 3. Effects on Credit Agreement. Except as specifically amended herein, all provisions of the Credit
Agreement shall continue to be in full force and effect and are hereby in all respects ratified and confirmed. Except as otherwise
expressly provided herein, the execution, delivery and effectiveness of this Amendment shall not operate as a waiver of any right,
power or remedy of any Lender or the Administrative Agent under the Credit Agreement or constitute a waiver of or consent to any
departure from any term or provision of the Credit Agreement or to any further or future action on the part of IBM or the Subsidiary
Borrowers that would require a waiver or consent of the Required Lenders or the Administrative Agent. Upon and after the execution
of this Amendment by each of the parties hereto, each reference in the Credit Agreement to “this Agreement”, “hereunder”, “hereof”
or words of like import referring to the Credit Agreement, and each reference in the other Loan Documents to “the Credit Agreement”,
“thereunder”, “thereof” or words of like import referring to the Credit
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Agreement, shall mean and be a reference to the Credit Agreement as modified hereby. This Amendment shall constitute a Loan
Document.
SECTION 4. Expenses. IBM shall reimburse the Administrative Agent for all reasonable and documented out-ofpocket costs and expenses, including, reasonable and documented attorneys’ fees, in connection with or relating to this Amendment.
SECTION 5. Integration. This Amendment represents the agreement of IBM, the Subsidiary Borrowers, the
Administrative Agent and the Lenders with respect to the subject matter hereof, and there are no promises, undertakings,
representations or warranties by the Administrative Agent or any Lender relative to subject matter hereof not expressly set forth or
referred to herein.
SECTION 6. GOVERNING LAW; WAIVER OF JURY TRIAL. THIS AMENDMENT AND THE RIGHTS AND
OBLIGATIONS OF THE PARTIES UNDER THIS AMENDMENT SHALL BE GOVERNED BY, AND CONSTRUED AND
INTERPRETED IN ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK. EACH OF THE BORROWERS, THE
ADMINISTRATIVE AGENT AND THE LENDERS HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES TRIAL
BY JURY IN ANY LEGAL ACTION OR PROCEEDING RELATING TO THIS AMENDMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY AND FOR ANY COUNTERCLAIM THEREIN.
SECTION 7. Counterparts. This Amendment may be executed by one or more of the parties to this Amendment on
any number of separate counterparts, and all of said counterparts taken together shall be deemed to constitute one and the same
instrument. Delivery of an executed signature page of this Agreement by email or facsimile transmission shall be effective as delivery
of a manually executed counterpart hereof. A set of the copies of this Amendment signed by all the parties shall be lodged with IBM
and the Administrative Agent.
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed and delivered by
their respective proper and duly authorized officers as of the day and year first above written.
International Business Machines Corporation
By: /s/ Simon J. Beaumont
Name: Simon J. Beaumont
Title: Vice President, Tax and Treasurer
JPMorgan Chase Bank, N.A.,
as Administrative Agent and Lender
By: /s/ Peter Thauer
Name: Peter Thauer
Title: Managing Director
BNP Paribas
By: /s/ Brendan Heneghan
Name: Brendan Heneghan
Title: Director
By: /s/ Ade Adedeji
Name: Ade Adedeji
Title: Vice President
Citibank, N.A.
By: /s/ Susan M. Olsen
Name: Susan M. Olsen
Title: Vice President
Royal Bank of Canada
By: /s/ Mark Gronich
Name: Mark Gronich
Title: Authorized Signatory
Mizuho Bank, Ltd.
By: /s/ Daniel Guevara
Name: Daniel Guevara
Title: Authorized Signatory

Bank of America, N.A.
By: /s/ Christopher G. Fallone
Name: Christopher G. Fallone
Title:
Associate
Barclays Bank PLC
By: /s/ Christopher M. Aitkin
Name: Christopher M. Aitkin
Title:
Assistant Vice President
Deutsche Bank AG New York Branch
By: /s/ Ming K Chu
Name: Ming K Chu
Title:
Director
By: /s/ Virginia Cosenza
Name: Virginia Cosenza
Title:
Vice President
HSBC Bank USA, National Association
By: /s/ Jonathan Yip
Name: Jonathan Yip
Title:
Vice President
Societe Generale
By: /s/ Paul Dalle-Molle
Name: Paul Dalle-Molle
Title:
Managing Director
Wells Fargo Bank N.A.
By: /s/ Sid Khanolkar
Name: Sid Khanolkar
Title:
Director
Mitsubishi UFJ Trust and Banking Corporation
By: /s/ Kota Goto
Name: Kota Goto
Title:
Senior Vice President
The Bank of Tokyo-Mitsubishi UFJ, LTD.
By: /s/ Lillian Kim
Name: Lillian Kim
Title:
Director

Banco Santander, S.A.
By: /s/ Alejandro Zala
Name: Alejandro Zala
Title: Associate
By: /s/ Paloma Garcia
Name: Paloma Garcia
Title: Vice President
Commerzbank AG, New York Branch
By: /s/ Scott Webster
Name: Scott Webster
Title: Director
By: /s/ Jonas Ryan
Name: Jonas Ryan
Title: Associate
Credit Suisse AG, Cayman Islands Branch
By: /s/ Christopher Day
Name: Christopher Day
Title: Authorized Signatory
By: /s/ Tino Schaufelberger
Name: Tino Schaufelberger
Title: Authorized Signatory
Goldman Sachs Bank USA
By: /s/ Ryan Durkin
Name: Ryan Durkin
Title: Authorized Signatory
ING Bank N.V., Dublin Branch
By: /s/ Padraig Matthews
Name: Padraig Matthews
Title: Director
By: /s/ Ciaran Dunne
Name: Ciaran Dunne
Title: Director

U.S. Bank National Association
By: /s/ Paul F. Johnson
Name: Paul F. Johnson
Title: Vice President
Unicredit Bank AG, New York Branch
By: /s/ Kimberly Sousa
Name: Kimberly Sousa
Title: Managing Director
By: /s/ Eleni Athanasatos
Name: Eleni Athanasatos
Title: Associate Director
Bank of China, New York Branch
By: /s/ Raymond Qiao
Name: Raymond Qiao
Title: Managing Director
Sumitomo Mitsui Banking Corp.
By: /s/ James D. Weinstein
Name: James D. Weinstein
Title: Managing Director
Australia and New Zealand Banking Group Limited
By: /s/ Robert Grillo
Name: Robert Grillo
Title: Director
PNC Bank, National Association
By: /s/ Michael Richards
Name: Michael Richards
Title: SVP and Managing Director
Standard Chartered Bank
By: /s/ Daniel Mattern
Name: Daniel Mattern
Title: Associate Director

Toronto Dominion (New York) LLC
By: /s/ Annie Dorval
Name: Annie Dorval
Title: Authorized Signatory
Banco Bilbao Vizcaya Argentaria, S.A., New York Branch
By: /s/ Brian Crowley
Name: Brian Crowley
Title: Managing Director
By: /s/ Cara Younger
Name: Cara Younger
Title: Director
Banco Bradesco S.A., New York Branch
By: /s/ Adrian A.G. Costa
Name: Adrian A. G. Costa
Title: Manager
By: /s/ Mauro Lopes
Name: Mauro Lopes
Title: Manager
Canadian Imperial Bank of Commerce, New York Branch
By: /s/ Robert Robin
Name: Robert Robin
Title: Authorized Signatory
By: /s/ Melissa Brown
Name: Melissa Brown
Title: Authorized Signatory
Danske Bank A/S
By: /s/ Merete Ryvald
Name: Merete Ryvald
Title: Chief Loan Manager
By: /s/ Gert Carstens
Name: Gert Carstens
Title: Senior Loan Manager

Industrial and Commercial Bank of China Limited,
New York Branch
By: /s/ Yuanyuan Peng
Name: Yuanyuan Peng
Title: Vice President
By: /s/ Dayi Liu
Name: Dayi Liu
Title: Director
Lloyds Bank plc
By: /s/ Daven Popat
Name: Daven Popat
Title: Senior Vice President
By: /s/ Erin Walsh
Name: Erin Walsh
Title: Assistant Vice President
Raiffeisen Bank International AG
By: /s/ P. Straubinger
Name: P. Straubinger
Title: Director
By: /s/ Natalie Egger-Grunicke
Name: Natalie Egger-Grunicke
Title: Director
The Northern Trust Company
By: /s/ Sophia E. Love
Name: Sophia E. Love
Title: Senior Vice President
The Bank of New York Mellon
By: /s/ Thomas J. Tarasovich, Jr.
Name: Thomas J. Tarasovich, Jr.
Title: Vice President
State Street Bank & Trust Company
By: /s/ Andrei Bourdine
Name: Andrei Bourdine
Title: Vice President

EXHIBIT 11
COMPUTATION OF BASIC AND DILUTED
EARNINGS PER SHARE
(UNAUDITED)
For the Three Months Ended
June 30, 2017
June 30, 2016

Number of shares on which basic earnings per share is calculated:
Weighted-average shares outstanding during period
Add — Incremental shares under stock-based compensation plans
Add — Incremental shares associated with contingently issuable shares
Number of shares on which diluted earnings per share is calculated

934,923,989
3,191,783
1,448,989
939,564,761

Income from continuing operations (millions)
Loss from discontinued operations, net of tax (millions)
Net income on which basic earnings per share is calculated (millions)

$

Income from continuing operations (millions)
Net income applicable to contingently issuable shares (millions)
Income from continuing operations on which diluted earnings per share is calculated (millions)
Loss from discontinued operations, net of tax, on which basic and diluted earnings per share is
calculated (millions)
Net income on which diluted earnings per share is calculated (millions)

$

957,354,880
2,398,286
731,716
960,484,882

2,332 $
(1)
2,331 $

2,505
0
2,504

$

2,332 $
(2)
2,331 $

2,505
—
2,505

$

(1)
2,330 $

0
2,504

$

Earnings/(loss) per share of common stock:
Assuming dilution
Continuing operations
Discontinued operations
Total

$
$

Basic
Continuing operations
Discontinued operations
Total

$
$

2.48
0.00
2.48
2.49
0.00
2.49

$
$
$
$

2.61
0.00
2.61
2.62
0.00
2.62

Stock options to purchase 22,625 shares and 406,237 shares were outstanding as of June 30, 2017 and 2016, respectively, but were not
included in the computation of diluted earnings per share because the options’ exercise price during the respective period was greater
than the average market price of the common shares, and, therefore, the effect would have been antidilutive.
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COMPUTATION OF BASIC AND DILUTED
EARNINGS PER SHARE
(UNAUDITED)
For the Six Months Ended
June 30, 2017
June 30, 2016

Number of shares on which basic earnings per share is calculated:
Weighted-average shares outstanding during period
Add — Incremental shares under stock compensation plans
Add — Incremental shares associated with contingently issuable shares
Number of shares on which diluted earnings per share is calculated

938,682,445
3,702,521
1,315,518
943,700,484

Income from continuing operations (millions)
Loss from discontinued operations, net of tax (millions)
Net income on which basic earnings per share is calculated (millions)

$

Income from continuing operations (millions)
Net income applicable to contingently issuable shares (millions)
Income from continuing operations on which diluted earnings per share is calculated (millions)
Loss from discontinued operations, net of tax, on which basic and diluted earnings per share is
calculated (millions)
Net income on which diluted earnings per share is calculated (millions)

$

959,542,164
2,209,598
675,870
962,427,631

4,085 $
(3)
4,082 $

4,521
(3)
4,518

$

4,085 $
(2)
4,083 $

4,521
—
4,521

$

(3)
4,080 $

(3)
4,518

$

Earnings/(loss) per share of common stock:
Assuming dilution
Continuing operations
Discontinued operations
Total

$
$

Basic
Continuing operations
Discontinued operations
Total

$
$

4.32
0.00
4.32
4.35
0.00
4.35

$
$
$
$

4.69
0.00
4.69
4.71
0.00
4.71

Stock options to purchase 20,271 shares and 785,116 shares (average of first and second quarter share amounts) were outstanding
as of June 30, 2017 and 2016, respectively, but were not included in the computation of diluted earnings per share because the
options’ exercise price during the respective periods was greater than the average market price of the common shares, and, therefore,
the effect would have been antidilutive.
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EXHIBIT 12
COMPUTATION OF RATIO OF INCOME FROM
CONTINUING OPERATIONS TO FIXED CHARGES
FOR SIX MONTHS ENDED JUNE 30,
(UNAUDITED)
(Dollars in millions)

2017

Income from continuing operations before income taxes (1)

$

Add: fixed charges, excluding capitalized interest

2016

3,870

$

848

Income as adjusted before income taxes
Fixed charges:
Interest expense
Capitalized interest
Portion of rental expense representative of interest
Total fixed charges
Ratio of income from continuing operations to fixed charges

4,086
823

$

4,718

$

4,909

$

612
1
236

$

599
1
225

$

849

$

825

5.56

5.95

(1) Income from continuing operations before income taxes excludes (a) amortization of capitalized interest, and (b) the company’s
share in the income and losses of less-than-fifty percent-owned affiliates.
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Exhibit 31.1
CERTIFICATION PURSUANT TO RULE 13A-14(a) OR 15D-14(a) OF THE SECURITIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002
I, Virginia M. Rometty, certify that:
1. I have reviewed this quarterly report on Form 10-Q of International Business Machines Corporation;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;
b. designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;
c.

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

d. disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing
the equivalent functions):
a.

all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b. any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.
Date: July 25, 2017
/s/ Virginia M. Rometty
Virginia M. Rometty
Chairman, President and Chief Executive Officer
1

Exhibit 31.2
CERTIFICATION PURSUANT TO RULE 13A-14(a) OR 15D-14(a) OF THE SECURITIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002
I, Martin J. Schroeter, certify that:
1. I have reviewed this quarterly report on Form 10-Q of International Business Machines Corporation;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;
b. designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;
c.

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

d. disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing
the equivalent functions):
a.

all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b. any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.
Date: July 25, 2017
/s/ Martin J. Schroeter
Martin J. Schroeter
Senior Vice President and Chief Financial Officer
1

Exhibit 32.1
INTERNATIONAL BUSINESS MACHINES CORPORATION
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of International Business Machines Corporation (the “Company”) on Form 10-Q for the
period ending June 30, 2017, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Virginia M.
Rometty, Chairman, President and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. ss. 1350, as adopted
pursuant to ss. 906 of the Sarbanes-Oxley Act of 2002, that:
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company.
/s/ Virginia M. Rometty
Virginia M. Rometty
Chairman, President and Chief Executive Officer
July 25, 2017
A signed original of this written statement required by Section 906 has been provided to IBM and will be retained by IBM and
furnished to the Securities and Exchange Commission or its staff upon request.
1

Exhibit 32.2
INTERNATIONAL BUSINESS MACHINES CORPORATION
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of International Business Machines Corporation (the “Company”) on Form 10-Q for the
period ending June 30, 2017, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Martin J.
Schroeter, Senior Vice President and Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. ss. 1350, as adopted
pursuant to ss. 906 of the Sarbanes-Oxley Act of 2002, that:
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company.
/s/ Martin J. Schroeter
Martin J. Schroeter
Senior Vice President and Chief Financial Officer
July 25, 2017
A signed original of this written statement required by Section 906 has been provided to IBM and will be retained by IBM and
furnished to the Securities and Exchange Commission or its staff upon request.
1
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