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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or
15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90
days. Yes y No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web
site, if any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes y No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated
filer or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller
reporting company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer y Accelerated filer

Non-accelerated filer Smaller reporting company
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes Noy

The registrant had 959,961,852 shares of common stock outstanding at March 31, 2016.
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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
March 31,
(Dollars in millions except per share amounts) 2016 2015
Revenue:
Services $ 12,391 $ 12,366
Sales 5,879 6,757
Financing 414 467
Total revenue 18,684 19,590
Cost:
Services 8,382 8,278
Sales 1,378 1,625
Financing 238 235
Total cost 9,999 10,138
Gross profit 8,686 9,452
Expense and other (income):
Selling, general and administrative 6,012 5,362
Research, development and engineering 1,458 1,298
Intellectual property and custom development income 217) (173)
Other (income) and expense 253 (143)
Interest expense 147 108
Total expense and other (income) 7,652 6,451
Income from continuing operations before income taxes 1,034 3,001
Provision for/(benefit from) income taxes (983) 585
Income from continuing operations $ 2,016 $ 2,415
Loss from discontinued operations, net of tax 3) (88)
Net income $ 2,014 $ 2,328
Earnings/(loss) per share of common stock:
Assuming dilution:
Continuing operations $ 2.09 $ 2.44
Discontinued operations 0.00 (0.09)
Total $ 2.09 $ 2.35
Basic:
Continuing operations $ 2.09 $ 2.45
Discontinued operations 0.00 (0.09)
Total $ 2.09 $ 2.36
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Weighted-average number of common shares outstanding: (millions)

Assuming dilution 964.4
Basic 961.7
Cash dividend per common share $ 1.30

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

992.3
988.1

1.10
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INTERNATIONAL BUSINESS MACHINES CORPORATION
AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(UNAUDITED)
Three Months Ended
March 31,
(Dollars in millions) 2016 2015
Net income $ 2,014 §$ 2,328
Other comprehensive income/(loss), before tax:
Foreign currency translation adjustments 239 (452)
Net changes related to available-for-sale securities:
Unrealized gains/(losses) arising during the period (36) 32
Reclassification of (gains)/losses to net income 37 0
Total net changes related to available-for-sale securities 1 32
Unrealized gains/(losses) on cash flow hedges:
Unrealized gains/(losses) arising during the period (265) 619
Reclassification of (gains)/losses to net income (C2)) (249)
Total unrealized gains/(losses) on cash flow hedges (356) 370
Retirement-related benefit plans:
Prior service costs/(credits) — 5
Net (losses)/gains arising during the period (147) 77
Curtailments and settlements 5 4
Amortization of prior service (credits)/costs (25) (26)
Amortization of net (gains)/losses 690 835
Total retirement-related benefit plans 522 740
Other comprehensive income/(loss), before tax 406 690
Income tax (expense)/benefit related to items of other comprehensive income 202 (657)
Other comprehensive income/(loss) 608 33
Total comprehensive income/(loss) $ 2,622 §$ 2,361

(Amounts may not add due to rounding.)
(The accompanying notes are an integral part of the financial statements.)
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INTERNATIONAL BUSINESS MACHINES CORPORATION
AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(UNAUDITED)
ASSETS
At March 31, At December 31,
(Dollars in millions) 2016 2015
Assets:
Current assets:
Cash and cash equivalents $ 14,354 $ 7,686
Marketable securities 515 508
Notes and accounts receivable - trade (net of allowances
of $336
in 2016 and $367 in 2015) 8,527 8,333
Short-term financing receivables (net of allowances of
$529 in 2016
and $490 in 2015) 16,646 19,020
Other accounts receivable (net of allowances of $55 in
2016 and
$51in 2015) 1,557 1,201
Inventories, at lower of average cost or market:
Finished goods 393 352
Work in process and raw materials 1,296 1,199
Total inventories 1,690 1,551
Prepaid expenses and other current assets 4,334 4,205
Total current assets 47,623 42,504
Property, plant and equipment 29,627 29,342
Less: Accumulated depreciation 18,717 18,615
Property, plant and equipment — net 10,910 10,727
Long-term financing receivables (net of allowances of $154 in 2016
and $118 in 2015) 9,266 10,013
Prepaid pension assets 2,332 1,734
Deferred taxes 4,809 4,822
Goodwill 34,322 32,021
Intangible assets — net 4,373 3,487
Investments and sundry assets 5,223 5,187
Total assets $ 118,856 $ 110,495

(Amounts may not add due to rounding.)
(The accompanying notes are an integral part of the financial statements.)
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INTERNATIONAL BUSINESS MACHINES CORPORATION
AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION - (CONTINUED)

(UNAUDITED)
LIABILITIES AND EQUITY
At March 31, At December 31,
(Dollars in millions) 2016 2015
Liabilities:
Current liabilities:
Taxes $ 2,203 $ 2,847
Short-term debt 5,303 6,461
Accounts payable 5,302 6,028
Compensation and benefits 3,444 3,560
Deferred income 12,609 11,021
Other accrued expenses and liabilities 5,804 4,353
Total current liabilities 34,664 34,269
Long-term debt 40,254 33,428
Retirement and nonpension postretirement benefit obligations 16,939 16,504
Deferred income 3,662 3,771
Other liabilities 8,264 8,099
Total liabilities 103,784 96,071
Equity:
IBM stockholders’ equity:
Common stock, par value $0.20 per share, and additional paid-in capital 53,439 53,262
Shares authorized: 4,687,500,000
Shares issued: 2016 - 2,222,272,532
2015 -2,221,223,449
Retained earnings 146,888 146,124
Treasury stock - at cost (156,404) (155,518)
Shares: 2016 - 1,262,310,680
2015 - 1,255,494,724
Accumulated other comprehensive income/(loss) (28,998) (29,607)
Total IBM stockholders’ equity 14,925 14,262
Noncontrolling interests 147 162
Total equity 15,072 14,424
Total liabilities and equity $ 118,856 $ 110,495

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

AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENT OF CASH FLOWS

(UNAUDITED)
(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

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)/provided by investing activities

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 transactions — other
Cash dividends paid
Net cash provided by/(used in) financing activities

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

Cash and cash equivalents at January 1
Cash and cash equivalents at March 31

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

$

$

Three Months Ended
March 31,

2016 2015
2014 $ 2,328
677 670
347 2908
133 127
172 352
2,302 (165)
5,645 3,610
(956) (857)
129 47
(144) (113)
(2,590) (148)
47 19
1,358 1,615
(1,041) (819)
1,169 816
(2,028) 560
8,085 2,290
(2,211) (2,824)
(910) (776)
(939) (1,165)
59 161
(1,250) (1,088)
2,834 (3,402)
217 (449)
6,668 319
7,686 8,476
14,354  $ 8,796

10
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INTERNATIONAL BUSINESS MACHINES CORPORATION
AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(Dollars in millions)
Equity - January 1, 2016
Net income plus other
comprehensive income/(loss)
Net income
Other comprehensive income/(loss)
Total comprehensive income/(loss)
Cash dividends paid —
common stock
Common stock issued under
employee plans (1,049,083 shares)
Purchases (216,803 shares) and
sales (40,129 shares) of treasury
stock under employee plans — net
Other treasury shares purchased,
not retired (6,639,282 shares)
Changes in other equity
Changes in noncontrolling interests
Equity - March 31, 2016

(Dollars in millions)
Equity - January 1, 2015
Net income plus other
comprehensive income/(loss)
Net income
Other comprehensive income/(loss)
Total comprehensive income/(loss)
Cash dividends paid —
common stock
Common stock issued under

(UNAUDITED)
Common
Stock
and Accumulated
Total
Additional Other IBM

Non-

Paid-in Retained TreasuryComprehenSiockholdéishtrollingTotal

Capital Earnings
$ 53,262 $ 146,124

2,014
(1,250)

185
0

)

$ 53,439 § 146,888

Common
Stock
and

Additional
Paid-in Retained

Capital Earnings
$ 52,666 $ 137,793

2,328

(1,088)

Stock Income/(Loss) Equity Interests Equity
$ (155,518) $ (29,607) $ 14,262 $ 162 $ 14,424

608

(22)

(863)

2,014

608

$ 2,622
(1,250)

185

(22)

(863)
©

(14)

2,014

608

$ 2,622
(1,250)

185

(22)

(863)
©)
(14)

$ (156,404) $ (28,998) $ 14,925 § 147 $ 15,072

Accumulated

Other

Total
IBM

Non-

TreasuryComprehenSivekholdéishtrollingTotal
Stock Income/(Loss) Equity Interests Equity
$ (150,715) $ (27,875) % 11,868 $ 146 $ 12,014

33

2,328
33
$ 2361

(1,088)

2,328
33
$ 2361

(1,088)

12
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employee plans (2,125,560 shares) 259 259 259
Purchases (363,779 shares) and
sales (187,271 shares) of treasury

stock under employee plans — net 3 (33) (35) 35
Other treasury shares purchased,

not retired (7,738,744 shares) (1,227) (1,227) (1,227)
Changes in other equity 3 3 3
Changes in noncontrolling interests 3 3
Equity - March 31, 2015 $ 52,928 § 139,030 $ (151,975) $ (27,842) $ 12,141 $§ 148 $ 12,289

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

13
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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 2015 Annual
Report on pages 64 to 67 for a discussion of the company's critical accounting estimates.

In January 2016, the company made a number of changes to its organizational structure and management system.
These changes impacted the company’s reportable segments, but did not impact the company’s Consolidated Financial
Statements. Refer to note 6, “Segments,” on pages 26 to 27 for additional information on the changes in reportable
segments. The periods presented in this Form 10-Q are reported on a comparable basis. The company intends to file a
revised 2015 Annual Report in a Form 8-K in the second quarter of 2016 to reclassify its historical segment
information to reflect these changes.

In the first quarter 2016, the company classified certain properties, primarily office space, as held for sale. As a
result of the company's reassessment of its real estate portfolio, certain properties were approved for sale and are
being actively marketed. The sales are expected to be completed within twelve months. A pre-tax impairment charge
of $252 million was recorded to other income (expense) related to the applicable land, buildings and furniture and
fixtures. The pre-tax charge reflected the difference between the net book value and the fair value (estimated
proceeds) less the estimated costs to sell the properties. The fair value of these assets was not material at March 31,
2016.

In the first quarter of 2016, the company reported a benefit from income taxes of $983 million, and its effective
tax rate was (95.1) percent. This was primarily driven by the resolution of a long-standing non-U.S. tax matter in
February 2016. See Taxes on pages 56 to 57 for additional information.

On October 20, 2014, the company announced a definitive agreement to divest its Microelectronics business and
manufacturing operations to GLOBALFOUNDRIES. The assets and liabilities of the Microelectronics business were
reported as held for sale at December 31, 2014, and the operating results of the Microelectronics business have been
reported as discontinued operations. The transaction closed on July 1, 2015. Refer to note 9, “Acquisitions/Divestitures,”
for additional information on the transaction.

14
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Noncontrolling interest amounts of $1.3 million and $1.2 million, net of tax, for the three months ended March
31, 2016 and 2015, respectively, are included in the Consolidated Statement of Earnings within the other (income) and
expense line item.

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 2015 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 2016, the Financial Accounting Standards Board (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 is effective January 1,
2017 an
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