Controversial HP probe started under Fiorina ; Stock falls as board continues public feud: [FINAL Edition]
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[Patricia Dunn] likely had good intentions, but if the controversy doesn't blow over, she may have to resign "for the good of the company," [Rob Enderle] says. That wouldn't be a huge blow for HP, he says. Although Dunn was crucial during HP's leadership transition, she plays less of a role now that [Mark Hurd] is firmly in charge, he says.
Since [Carly Fiorina] left the company, HP shares have risen 76%. Net income is up 49%. HP has about 15% of the worldwide PC market and is gaining on rival Dell.
[Roger Kay] says HP should be able to overcome its latest challenges. It also matters little to customers whether Fiorina or Hurd was responsible for HP's turnaround, he says. They just want good products, he says.
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SAN FRANCISCO -- Carly Fiorina left Hewlett-Packard more than a year ago, but the ousted former CEO continues to have plenty of influence over the computer giant's fortunes.
HP shares Thursday fell for the fourth day in a row as board members continued a very public fight with one another. The battle, which includes an outcry about the possibly stolen phone records of board members and reporters, dates back to Fiorina's last month in office.
At the same time, several notable business and technology news sources, including Forbes and CNet, have run articles attributing at least some of HP's recent successes to decisions Fiorina made.
The Fiorina buzz is expected to get even louder in October, when she releases her long-awaited tell-all book, Tough Choices. Publisher Portfolio had originally ordered 150,000 copies, which is a large run for a business book. But the company received so many calls this week that it might have to order more, says associate publisher Will Weisser.
Fiorina has stayed silent through the melee, promising to give interviews when her book comes out. But there's no question that the controversy is a huge distraction for her successor, CEO Mark Hurd, who is trying to turn HP around, says tech analyst Roger Kay at Endpoint Technologies Associates.
"It's the return of the ghost of Carly," says independent tech analyst Rob Enderle.
Looking back
Fiorina, a former executive at Lucent Technologies, became HP's CEO in 1999 and chairman in 2000. In 2001, during the dot-com bust, she spearheaded a controversial $25 billion acquisition of rival Compaq Computer.
Many shareholders questioned the deal. Board member Walter Hewlett, the son of an HP founder, led a revolt. It was defeated, and Hewlett left the board.
But new information suggests the discord continued.
In early 2005, Fiorina became upset that confidential company information was being leaked to the press. She hired lawyers to question board members. No one confessed.
Fiorina was forced to resign on Feb. 9. The leaks continued, so new Chairman Patricia Dunn hired an investigation firm to hunt down the source.
The firm reported that board member George Keyworth II, former science adviser to President Ronald Reagan, had been talking to the press. He was outed during a May 18 board meeting and asked to resign. He refused.
The public flaying angered board member Tom Perkins, a prominent venture capitalist, who had wanted Dunn to deal with Keyworth privately. Perkins resigned in protest.
The next month, Perkins asked HP to examine how the investigation firm obtained its information. HP hired lawyers to do the work.
The lawyers soon reported that a subcontractor hired by the investigation firm had used a controversial technique called "pretexting" to obtain phone records of board members and reporters.
Pretexting is the act of contacting a phone or other company pretending to be someone else, in order to get their confidential records.
Outraged, Perkins contacted his phone company, AT&T, and discovered that his account had been accessed that way. AT&T in turn contacted the California Attorney General's Office. HP was forced to respond last week by filing a document with the Securities and Exchange Commission outlining the battle.
It's unclear whether the investigators broke any laws, but the Attorney General and the SEC are both launching inquiries.
Unusual acrimony
Such a pitched boardroom battle "is not normal," says Charles Elson, a corporate governance professor at the University of Delaware. Leaks are unethical, but it's more important that board members are free to do their jobs without being snooped on, he says.
Dunn likely had good intentions, but if the controversy doesn't blow over, she may have to resign "for the good of the company," Enderle says. That wouldn't be a huge blow for HP, he says. Although Dunn was crucial during HP's leadership transition, she plays less of a role now that Hurd is firmly in charge, he says.
But HP is worried that the mess will take away from the impressive recovery Hurd has presided over, spokesman Ryan Donovan says.
Since Fiorina left the company, HP shares have risen 76%. Net income is up 49%. HP has about 15% of the worldwide PC market and is gaining on rival Dell.
Kay says HP should be able to overcome its latest challenges. It also matters little to customers whether Fiorina or Hurd was responsible for HP's turnaround, he says. They just want good products, he says.
Fiorina may have more trouble rehabilitating her own image, Enderle says. The current board controversy will probably help her sell books, but it makes it clear that her relationships with her contemporaries "were a train wreck," he says.
Clash of the (HP) titans
Hewlett-Packard's boardroom drama pits two especially powerful Silicon Valley personalities against each other.
*Patricia Dunn, 53, has been HP's non-executive chairman since she helped engineer last year's ouster of former chairman and CEO Carly Fiorina. Dunn has been on the board since 1998.
She appeared on Fortune magazine's list of the 50 most powerful businesswomen when she was head of Barclays Global Investors in San Francisco, one of the world's top managers of index mutual funds.
Dunn, the daughter of a former vaudevillian and a showgirl, worked her way up to Barclays' top job after joining its predecessor firm as a temporary secretary.
*Tom Perkins, 74, who resigned in protest as an HP director in May, is co-founder of one of the Valley's most influential venture- capital firms, Kleiner Perkins Caufield & Byers. It has invested in some of the region's premier companies, including Google.
Those investments made Perkins very wealthy. He owns a home on Belvedere Island in San Francisco Bay; it's been on the market for $21 million. This week, he is sailing the Mediterranean on one of the first voyages of his $100 million sailboat, the Maltese Falcon.
He was once married to the romance novelist Danielle Steel and earlier this year published his own romance novel, Sex and the Single Zillionaire.
Illustration
GRAPHIC, B/W, Alejandro Gonzalez, USA TODAY, Source: HP (LINE GRAPH); PHOTO, B/W, Justin Sullivan, Getty Images; PHOTO, B/W, Penguin Group; PHOTO, B/W, Paul Sakuma, AP
Word count: 1071
(Copyright (c) 2006 USA Today. All Rights Reserved.)

