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EU Turns Hourglass Back Over For Intel

By Anne Urda, anne.urda@portfoliomedia.com

Tuesday, Oct 16, 2007 --- Facing accusations of antitrust violations
worldwide, chip manufacturer Intel Corp. has been given another few months
by the European Commission to respond to allegations that it abused its
dominant position in the microprocessor market.

On Tuesday, EU antitrust spokesman Jonathan Todd confirmed that the
Ccmmission had given Intel till Jan. 4 to respond to the competition claims,
pushing back the original deadline of Oct. 19 by four months.

“We intend to [use the extra time] to provide the commission with a complete
and thorough response,” said Intel spokesperson Chuck Mulloy.

The reprieve comes only two weeks after Intel first asked the commission for
more time to respond to charges that it used a series of business tactics to
push its smaller competitor Advanced Micro Devices Inc. out of the market.

Michael Silverman, a spokesperson for AMD, said that Intel's demand for
extra time suggested that the chip giant was having trouble mounting a
defense.

"We note that it is taking Intel some considerable time to fashion a defense
for conduct that they have always defended as lawful," he said. "We look
forward to seeing that explanation.”

In late July, Europe’s antitrust watchdog fired off a statement of objections
against Intel, alleging the company tried to elbow AMD out of the chip
industry by enticing computer hardware makers with illegal cash payments,
discounts and rebates to choose its chips over AMD’s products.

Regulators accused the company of violating commission rules on abuse of
dominant position. The commission said that Intel, which controls 80% of the
global market for CPU microchips, engaged in three types of market abuse.

“First, Intel has provided substantial rebates to various original equipment
manufacturers conditional on them obtaining all or the great majority of their
CPU requirements from Intel,” the commission said in July. “Secondly, in a
number of instances, Intel made payments in order to induce an OEM to
either delay or cancel the launch of a product line incorporating an
AMD-based CPU. Thirdly, in the context of bids against AMD-based products
for strategic customers in the server segment of the market, Intel has offered
CPUs on average below cost.”
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Intel’s general counsel said in July that the Santa Clara, Calif.-based
company denied any wrongdoing and that the commission’s statement of
objections was riddled with errors.

The commission initially set an Oct. 8 deadline for Intel to respond to the
charges.

Companies generally have 10 weeks to answer the commission’s
allegations, and have the right to defend against the claims in an oral
hearing.

Intel may face a fine of as much as 10% of its yearly revenue and revising its
business practices.

Meanwhile, Intel and AMD are locked in a similar dispute in the U.S. District
Court for the District of Delaware.

AMD filed that lawsuit in mid-2005, claiming Intel’s rebates were actually
penalties for disloyal customers.

Intel has held that its pricing structure is founded on rebates to loyal
customers.

The heart of AMD's claims is the allegation that Intel discounts its chips to
computer manufacturers if, and only if, these companies agree to keep the
use of competitors' chips at a low 10%. Because AMD sells its rival product
at a cheaper rate, Intel's aggressive tactics keep prices artificially steep,
which in turn hurt consumers, according to AMD.

AMD recently released the results of an economic study on the impact of
Intel's pricing tactics on end users. Authored by economist Dr. Mike Williams,
who has served as a consultant for the U.S. Federal Trade Commission, the
study claims $60 billion of Intel's worldwide profits from 1996 to 2006 were
attributable to anti-competitive conduct.

The study also projected that if Intel's alleged anti-competitive conduct were
to cease, savings to OEMs and consumers would be in excess of $80 billion
in the next 10 years.

Intel has called the study “wildly speculative.”

On another front, Intel faces a putative class action brought by U.S.
consumers. In July, a federal judge of the District of Delaware refused to
dismiss the case, which claims the tech giant engaged in unlawful,
anti-competitive behavior in order to secure a monopoly in the U.S.
microprocessor market.

Judge Joseph Farnan had left the complaint, which was first filed in its
amended form in May 2006, largely intact after considering Intel's motion to
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dismiss. The plaintiffs, who are indirect purchasers of microprocessors
claiming monetary harm due to non-competitive prices, sufficiently pled
antitrust injury, Farnan ruled at the time.

--Additional reporting by Christine Caulfield and Marc Tracy
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