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MERGER PROCEDURE - ARTI CLE 6( 1) (b) DECI SI ON

Regi stered wi th advi ce of delivery

1. Notifying party
2. Notifying party

Dear Sirs,

Subj ect: Case n° |V/ M50 - AT&T/ NCR
Notification of 7.12.1990 pursuant to Article 4 of
Counci| Regul ation n° 4064/ 89

1. The above notification concerns Anerican Tel ephone & Tel egraph
Conpany's ("AT&T") cash tender offer to purchase the shares of
NCR Cor poration ("NCR') with the intention of acquiring control
of the whole of NCR As the Board of Directors of NCR has
opposed AT&T's bid, this bid has becone contested.

2. After full exam nation of the notification, the Conm ssion has
conme to the conclusion that the notified operation falls within
t he scope of Council Regulation n° 4064/89 and does not raise
serious doubts as to its conpatibility with the comon narket.

CONCENTRATI ON AND COVMUNI TY DI MENS| ON

w =

The intention of AT&T is to acquire the control of NCRin its
entirety, whereby NCR w |l becone a wholly owned subsidiary
corporation of AT&T. Thus the operation constitutes a
concentration within the nmeaning of Art. 3 (1) (b) of the
Mer ger Regul ati on.
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In 1989, the conbined turnover of AT&T and NCR was nore than
ECU 35 billion. Both conpani es concerned neet the requirenents
of Article 1(2)(b), AT&T and NCR each having an aggregate
Communi ty-w de turnover of nore than ECU 250 million, of which
not nore than two thirds were achieved in one and the sane
Menmber State. Consequently, the concentration between AT&T and
NCR has a Community di nensi on.

COWPATI BI LI TY

AT&T's main activities within the Conmunity are

- t el econmuni cation switching and transm ssion equi pnent

- PC and nedi um si ze conputers (hereinafter referred to as
"small multi-user conputers")

- operating systens and special applications software

- sem conductors

- establ i shing and servicing | ocal area networks

- Val ue Added Network Services (VANS)

NCR s main activities wwthin the Cormunity are

- PCs , small multi-user and mainfrane conputers

- financial and retail work stations (ATM POS)

- sem conductors

- operating systens and special applications software.

Hori zontal aspects:

PCs_and_small _nulti-user_conputers are to be considered on a
Community-wi de |level. Al major manufacturers are represented
in all Menber States, and there are no price differences of
maj or significance between the Menber States. In the different
product markets even when broken down into the smaller market
segnents, the conbined market shares of AT&T and NCR are
estimated to be bel ow 10% wi thin the common market.

These figures do not include the nmarket shares of Qdivetti
AT&T holds 20% or | ess of the shares in Conpagnie |ndustrial
Riunite S.p.A ("CIR'), which is the parent hol di ng conpany of
Adivetti and i n whi ch Conpagni a Fi nanzi ari a de Benedetti S.p. A
holds a majority interest. AT&T s sharehol di ng does not confer
on AT&T a decisive influence within the meaning of Art. 3(3) of
the Merger Regul ation. AT&T and Oivetti are, therefore, not
l'inked in such a way that the market shares of Oivetti should
be added to those of AT&T.

Inthe field of PCs and small nmulti-user conputers, a nunber of
conpani es, i ncl udi ng | BM Digital, Aivetti and
Si enmens/ Ni xdorf, are strong players. This, together with the
| ow conbi ned market shares of AT&T and NCR, leads to the
conclusion that the notified concentrati on does not create or
strengthen a dom nant position.

As regards sem conductors for use in, inter alia, ATMs and
POSs, AT&T is engaged in the Application Specific |Integrated
Circuits (ASIC) business in Europe. Its market position within
the Community is, however, negligible. NCR has up to now
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produced its own ASICs for wutilization in these workstations.
The conbi ned market share of AT&T and NCR in Europe is |ess
than [deleted]% so no effects on conpetition within the
Community are foreseen.

As regards operating systens software, AT&T i s the devel oper of
the UNI X operating systens software. NCR has devel oped its own
operating systens software, which is not conpatible with the
UNI X system As these systens are considered as separate
mar kets (see paragraphs 16 23 below), there are no horizont al
links. Simlarly, the special applications software of the
parties are not horizontally Iinked.

Vertical Rel ationships:

There are two possible vertical effects of the notified
concentrati on:

a) NCR has a fairly strong position on the financial and
retail workstations markets. AT&T has activities in a
nunmber of markets which are vertically related to these
wor kst ati ons markets. The upstreammarket to rai se t he nost
concern has proved to be the UN X Operating System
Software. The linking of these two activities m ght
strengthen t he position of NCRon t he workstations nmarkets.

b) AT&T has a very strong position as a vendor of UN X
operating systens software in particular in view of the
fact that it owns the copyright. NCR ranks anong the 10
| argest vendors of PCs and small nulti-user conputers in
the Community. The linking of these activities m ght
enhance the position of AT&T on the UNI X operating systens
mar ket .

a) Financial and Retail workstations

Fi nanci al workstations are utilized in the banking sector. They
consist mainly of Automatic Teller Machines (ATM and Cash
Di spensers which are connected to a central conputer. Retai
wor kstations are configurations of cash-register and/or
automatic credit/debit facilities (Points of Sale, "POS'" and
El ectronic Cash Registers, "ECR'), which are connected to
central verification points inthe sane way as the ATM s. These
central verification points are |linked with conputerized bank
accounts.

As regards the abovenentioned workstations, the relevant
geogr aphi cal market is the Conmunity. Buyers of ATMs and POSs
are banks and retailers. The setting up of these banking and
retail systens is a major investnment. Investors do not limt
their choice to national manufacturers. Relevant criteria in
this respect are the quality of +the product and the
acconpanyi ng service. Al the main players on the workstations
mar kets are found on al nost all national markets. Moreover, the
information available to the Comm ssion, shows a substantia
cross-border trade in these products, and t here does not appear
to be any unusually strong preference anong the end users for
nati onal | y manufactured products.

NCR s share of the Community's ATM market, cal cul ated on the
basis of installed units, is about [deleted]% The figures of
shipments in the past year suggest that NCR s position is
st rengt heni ng.
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NCR hol ds about [del eted] %of the Comunity mar ket for POSs and
ECRs, and no nore than [del eted] %in any one Menber State. The
mai n conpetitors on the market for POSs and ECRs are | BM
Ni xdorf and ICL with market shares within the Comunity of
[ del et ed] %

The i nformati on technol ogy markets present the characteristics
of very fast techni cal devel opnent and i nt ensi ve conpetition on
quality. Furthernore the financial workstations market has been
grow ng fast up to now. However, it is doubtful to what extent
this growth in the workstations markets wll continue as
rapi dly as has been the case over the past fewyears. There are
a nunber of strong conpetitors like Aivetti, Sienmens/N xdorf,
Fujitsu and | BMin cooperation wth D ebold, the nost inportant
seller of ATMs in the USA. Al these conpetitors can be
assuned to play major roles not only on currently expanding
mar kets for newinstallations but al so on existing and future
repl acenent markets. Having regard to t he above market figures,
even if NCR holds a domnant position in the financial
wor kst ati ons markets, this position is not a result of or
strengt hened by the notified operation.

After the concentration, the way in which AT&T/NCR could
reinforce the position of NCR in the workstations business
woul d be by restricting the access of conpetitors of NCR to
UNI X; an operating systens software which is used in a nunber
of workstations systens.

In this respect, a distinction nust be nade between operating
systens, which can only run on a particular architecture, and
systens which can run on nore than one hardware architecture
(also referred to as "open systens”). The advantage of an open
system is that the user can keep his special applications
sof tware even when changi ng to anot her hardware architecture.
The open systemgi ves the user a wi der choi ce when investing in
new and/or additional hardware. Neither of the operating
systens software are substitutable in a mjority of cases. Each
operating systens software nmay therefore be considered to
represent a market of its own.

UNLX is one of the npbst w despread open operating systens
software. In 1989, about 13% of all conputer systens in the
Community ran on the UN X operating systens software
(hereinafter referred to as "UNI X"). This figure is projected
to rise to around 20%in 1993. (Y

It could therefore be that AT&T, upon acquiring NCR, coul d nake
access to UNIX nore difficult for conpetitors of NCR in the
wor kst ati ons markets and thus strengthen its position on these
mar ket s.

However,

(a) AT&T's policy is to license the UNI X source code to all
maj or conput er manufacturers under generally irrevocabl e,
paid up licenses. Once UNIX is thus licensed, these
conpani es can and often do develop their own versions of
UNI X for their own purposes. As a result, there are
present|y about 100 versions of UNI X or "UNI X derivatives",
on the market.

(1)

Sour ce: Dat aquest
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(b) AT&T's licensees are free to comercialise these UN X-
versions, subject to the paynent of royalties which are
subject only to inflationary adjustnents.

(c) Inaddition, in 1988, IBM DEC, Hew ett-Packard and severa
other major conputer conpanies founded Open Systens
Foundation ("OSF"), a joint devel opnent activity with the
pur pose of using their licensed version of UNI X as a base
fromwhich to build a new version to conpete wi th whatever
versions of UNI X AT&T (or others) develop in the future.

(d) The nmmjor conpetitors of AT&T and NCR are generally of the

opinion that the concentration will not result in any
dramati c changes in the sense of dependency on AT&T and
NCR

Based upon the present <conditions as stated in the
notification, it seens unlikely that the concentration wl|l
strengthen NCR s position on these workstations markets. For
t he purposes of the Merger Regul ation, the concentration does
not, therefore, give rise to any serious doubts as to its
conpatibility wwth the common narket on these narkets.

b) The UNI X- mar ket

As for the UNI X-market, the notified concentrati on m ght affect
the position of NCR/AT&T in two ways:

- NCR s position as, inter alia, a manufacturer of conputers,
by easing NCR s access to the UN X-system and

- AT&T' s position as a supplier of UNIX, - in connection wth
upgradings of the existing versions of UNIX - Dby
introducingrestrictive conditions for granting source code
licences or even aborting the granting of such |icences
al t oget her.

Gventhe situationinthe field of conputers, inter alia NCR s
| ow ranking therein, and on the basis that no change in AT&T' s
licensing policy is envisaged (see paragraphs 18 - 20 above),
it is not possible to predict with any degree of certainty a
devel opnment whereby NCRw || obtain a dom nant position within
the Community as a manufacturer and supplier of conputers.

As regards AT&T's position as a supplier of UNX, the
acquisition of NCR does not in itself strengthen AT&T' s
position on the UNI X- mar ket. Under the present conditions, any
growth in its UNI X business will be due to an increasing
acceptance of UNI X as a standard system but not to links with
NCR as a conputer manufacturer. Even in the absence of this
concentration, the position of AT&T as a |icensor of UN X woul d
be the sane.

Congl onerat e _aspects:

Anot her inportant aspect of the proposed concentration is the
pos-si bl e conbination of AT&T' s know how and manufacturing
capacities withinthe tel econmuni cati on and networ k processi ng
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busi nesses wth those of NCR in its conmputer and, in
particular, its workstations businesses. Considering the
strength and market position of the parties on their respective
mar kets, the concentration could |lead to a strengthening of
NCR s | eadi ng position on the workstations nmarkets. Thi s aspect
of the concentration also needs to be appraised according to
Art. 2(1)(b) of the Merger Regul ation.

In the chain of information handling (collecting - networKking
processing - delivering - information), AT&T/ NCR could play an
inportant part in the networking field given the special know
how and the variety of AT&T's activities in establishing
conmuni cati on networks.

Net wor ki ng pl ays an inportant role in setting up workstations
systens. So the proposed concentration coul d have an i npact on
NCR s position in the financial and retail workstations
mar ket s.

Connectivity Technology for conmputers (financial and retail
wor kst ati ons are conputers usi ng speci al peripheral equi pnent)
conprises hardware (transm ssion and sw tching equipnent,
conmuni cati on processors), the setting up of net architecture
and software for commruni cati on procedures.

AT&T has the follow ng tel econmuni cation activities:

- | ong di stance tel ephone services (in the USA only)

- private tel ecomunication services in the formof specia
data transm ssion services (VAN and VADS - in the UK only)

- t el econmruni cati on equi pnent for transm ssion and swi t ching
(in the public sector as well as in the private sector)

- Local Area Networks (equi pnent, software, installation).

a) In the Menber States, except the UK, telecomunication
servi ces are supplied by public nonopolies. Liberalisation
has been initiated in certain countries with the |easing
of parts of the public network for the provision of
t el econmuni cation services (VANS, VADS). AT&T is offering
this kind of service in the UK through its subsidiary
| STEL. Its market share in the UKis well below 10% AT&T
is not present in any other Menber State.

b) Wthin the Community, AT&T' s mar ket shares for
t el ecommuni cati on equi pnent, namel y Public Transni ssi on and
Public Switching are in both cases below 10% The main
conpetitors are Alcatel, Sienens, CPT and Ericsson.

c) In the sector of Private Branch_ Exchange AT&T's market
share in the EC is below 1%

d) AT&T estimates its market share in the Cormunity is bel ow
1% for Local Area Networks (LAN) hardware as well as for
t he software.

AT&T is the world's | argest manufacturer of tel econmmunication
equi pnent. However, the above figures for the tel ecomruni cati on
mar kets show a rather limted presence in the Community. This
means that AT&T is not able to back up NCR s workstations
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busi ness by the strength of its market position in the network
processing markets in the Comunity, but rather by its
techni cal and comercial know how.

The question renmains whether there is a high probability that
this concentration would enhance the position of NCR in the
wor kst ati on market by a fl ow of technical and marketing know
how in the future.

This does not appear to be the case for the reasons given
bel ow. There is a potential conplenentarity in the technica
field and the marketing of workstations and commrunication
products, and these synergies may gi ve AT&T/ NCR t he chance of
devel opi ng nore advanced communi cati on features at | ower cost,
al though to date in simlar cases, such potential synergies
have never been reali sed.

For the nonment such a conplenentarity cannot be foreseen as
there are no precise indications of concrete technical
devel opnents or possible marketing strategies apart fromthe
general consideration that the conbination of both sectors
all ows AT&T/ NCRto of fer workstations and networking facilities
as a whol e.

It is not excluded that potential advantages flowing from
synergies may create or strengthen a domi nant position. In
thi s case, however, AT&T/ NCR have to face i nportant conpetitors
such as |IBM Sienens/N xdorf, Aivetti, CGE These conpani es
are active in the conputer field as well as in the
t el econmuni cati ons sector(?. The possi bl e advant ages whi ch AT&T
hopes to gain from this concentration are for the nonent
theoretical and have yet to be proved in a future market pl ace.
To date, simlar attenpts to conbine conputer and
t el econmuni cati ons busi ness have all failed or at | east not yet
fulfilled the expectations which notivated the participants
(e.g. Sienens/Ni xdorf).

On the basis of the information currently available to the
Commi ssion concerning the present situation and future
devel opnents in these markets, these potential benefits to
AT&T/ NCR do not |ead to the conclusion that the concentration
Wil result in the creation or strengthening of a dom nant
posi tion.

COMVENTS FROM THI RD PARTI ES

32.

The notification of the proposed concentrati on was published in
the O ficial Journal of the European Communities on 11 Decenber
1990. No comments fromthird parties were received foll ow ng
t hat publication.

(2)

CGE's is currently active in telecomunication and conputer
mar kets, but not in the financial and retail workstations
mar ket .



V. FINAL ASSESSVENT

33. Based on the above findings the Conmm ssion has cone to the
conclusion that the proposed concentration does not raise
serious doubts as to its conpatibility with the common mar ket .

* * %
*

For the above reasons, the Comm ssion has deci ded not to oppose t he
notified concentration and to declare it conpatible with the conmon
mar ket. This decision is adopted in application of Article 6(1)(b)
of Council Regul ation n° 4064/ 89.

For the Comm ssion,
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