PROVISIONAL NON-CONFIDENTIAL VERSION

OF THE COMMISSION DECISION OF 13 MAY 2009

COMP/37.990 Intel

Thisisaprovisional non-confidential version. The definitive non-confidential version will be
published as soon asit is available.




L e EUROPEAN COMMISSION

% %5
R

W W

Brussels,13.5.2009
D(2009) 3726final

COMMISSION DECISION
of

relating to a proceeding under Article 82 of the EC Treaty and Article 54 of the
EEA Agreement

(COMPIC-3/37.990 - Intel)

(Only the English text is/ar e authentic)

(Text with EEA relevance)




. Partiesto the proCeedings ........coovveereereeie e 12
(g1 a= B @0 g o o= 11 o] o 1R 12
2. The complainant: Advanced Micro Devices, INC.......ccccveeveeieninnennens 12
I. PrOCEAUI ... et ns 13
(07001 041K To g I o] g0 10= o 11 ] R 13
2. Procedurein other public jurisdiCtions..........cccoveevenienenieneseee e 18
[11. Intel's allegation of biasin the Commission's enquiry........cccoceveeeeeseenne. 19
1. The meeting between the Commission and Dell of 23 August 2006 ...... 20
V. Intel's failureto reply to the supplementary Statement of Objections of 17
July 2008 and to submit comments on the Commission letter of 19 December 2008
within the deadlines set by the COMMISSION ........cccevveiieiesieseee e 24
1. Intel'sarguments about itsfailureto reply to the 17 July 2008 SSO
within the deadline set by the COmMMISSION .......cccocceevieiecce e 25
1.1 General ODSEIVALIONS ........cccviiieiiieiiieeeiee et e ettt e ettt eeetre e e et e eeaaeeeeaneeens 26
1.2 The content of the Commission file ........c.ccecceeeriiieiiiieiriie e, 27
1.3 Intel's UNSPECITIC TEQUEST .....eeeviiiiieiieeii ettt 28
1.4  The relevance of the documents obtained by the Commission..................... 29
1.5 CONCIUSION .....cuviiieeiiiee et e et e e e e are e e e e e areeaeas 32
2. Thenature and relevance of the Intel submission of 5 February 2009
related to the 17 July 2008 SSO .......ccccuveiiririeieniene e 32
3. Intel'sfailuretoreply to the Commission letter of 19 December 2008 by
the deadline set by the Commission and itS CONSEqUENCES..........ccceeeevreerreeieseennens 36
V. The Products Concerned by the DeCISION..........ccccceeveeceeieceece e, 37
CPUsasapart of the COMPULES .........cceiiiirirerceeee e 37
2. (42U o] 0o [ [ { o o [0S 38
2.1 ManUTACTUTING PTOCESS ...uvveeevreeeiieeeireeeitieeetteeeseeeeseeesseeesseeesseeesseessseens 38
2.2 Production CaPACILY .......ccceerueeeuieniieiieesiie et eesite et ettt et eieeeneesaees 39
3. CPUSIN the MAarket ......cccoiiiiiieesese e 40
3.1 X86 architeCture CPUS........coocuiiiiiiieciieecee e 40
3.1.1. MATKEE @XIES c.uuuviiieieiiiiie ettt ettt e et e e ettt e e eetar e e e e eearaeeeeenns 41
3.1.2. Intellectual property reqUIremMents ..........cceeeveerrrerieerieeneeesieenieereeseneenees 42
3.2 Non-x86 architecture CPUs and products..........cccccceevveeriierieeniienieenieeeienns 43
33 Distribution Of CPUS ......cuiiiiiieeiieeie et 43
Price COMPAIiSON .....ocuveieeieeiesieeteeee e e ste s e reesae e sreesteeeesreesseeaeeneesreenes 44
. INNOVALION 1N X86 CPUS......cceiiiieiieie et 45
5.1 Higher Clock 1ate .........ooouiiiiiiiie e 46
5.2 The 64-bit architeCtUIE ........ccvviiiiieieiiieciee e 46
53 DUAL COTE CPUS ...ttt et s 47
5.4 Products in the market..........ccooooviieiiiiicce e 47
VI. Description of I ntel behaviour concerned by the present Decision........... 50
1. The growing competitivethreat from AMD ......cccceviveiveiecierecceeee 50




2

1.1 TOETOAUCTION e e e e e e e e e e e e e e e e e e e eeeeaaaaeaeas 50

1.2 AMD's improvement in terms of price and performance...............cccccueeeee. 50
PrOJECT [ eeiieiieeie ettt ettt ettt ettt e e e tbeebaesaea e 52
. Intel’sarrangementswith itstrading partners........ccceeeveveneneneennn, 53
2.1 INErOAUCLION ...ttt 53
2.2 Description of Intel's pricing arrangements ............ccceeeveerveerirereeerneenneennns 56
2 T D 1<) | PSSR 57
23,1, INtrOAUCTION. ...ouiiiiieiiieiie ettt ettt et 57
2.3.2. Dell's consideration of AMD .......ccccoiiiiiiiinieniniinieeeeeeese e 58
2.3.3. Intel’s Rebates to Dell .........coouivieiiiiiiiiiieieeeeeeeeee e 58
2.3.3.1. The [...]MCP rebates. [...] and [...]MCP rebates after February 2004
.......................................................................................................... 60
2.3.3.2. [...] and[...]MCP rebates prior to February 2004............c...ccc...... 63
2.3.3.3. The [...]JREDALE ....ccviiieiiiceiee e 63
2.3.3.4. Additional MCP 1ebates .........ccceeriiiiiiiiiiiiieniceeeeeeee e 64
2.3.3.5. .. JREDALES ..ot 64
2.3.3.6. Summary of the 1ebates........cccoeeriiiiiieiiieieeie e 64
2.3.4. Conditionality of Intel’s MCP rebates to Dell..........ccccoevvevieiciienieennennne. 66
2.3.4.1. Evidence from Dell.........cccoiiiiiiiiiiiiiiiiiieeee e 66
2.3.4.2. Evidence from Intel ............ccccooiiiiiiiiiiiiii e 70
2.3.4.3. Intel's argUmeNtS........cccueeruieeieeniieeieeiie ettt e et 72
a) The accuracy of the documents authored by [Dell executive] ......... 72
b) [Dell executive]’s testimony before the US FTC...........cceeeeneenee. 76
c) Other schools of thought within Dell ..., 78
d) Intel's reaction to the Dell's switch to AMD in 2006 ....................... 79
(a) The first Intel argument outlined in recital (267).......ccccccvevuveennennee. 80
(b)  The second Intel argument outlined in recital (267).........c.c.uu........ 82
(¢) The third Intel argument outlined in recital (267) .......cccceevueeennenee. 82
(d) Additional Intel argument raised by Intel in and after the Oral
HEATINE ...ttt 83
e) Intel observations on the interpretation of certain evidence stemming
FrOM INEEL ..o 85
f) Intel arguments based on depositions of Dell executives in the
private litigation between Intel and AMD in the US State of Delaware...... 87
(2)  INtrOdUCHION......viieiiie ettt e et 87
(b) Exclusive agreement with Dell...........ccoooiiiiiiiiiiiinie 90
(c) The potential impact on Intel's rebates to Dell of a Dell partial switch
£O AMD ...ttt 90
(d) The decline in Intel's discounts to Dell after Dell's partial switch to
AMD 10 YAr 20006........eoiiiiiiieiieeieeie et et 93

(e) The exhibits of the depositions submitted by Intel in fact contain
contemporaneous evidence which confirm the Commission's findings... 94

2.3.4.4. Conclusion 0N fACES ....ccuvveviiiiiiiiiiiiieeeee e 96

2.4 HiP et e 97
2.4.1. INtrOAUCHION. .....cvviiiieciieee e et e et eeeaaeeaean 97
2.4.2. HP's consideration 0f AMD ...........ccoooiiiiimiiiiiiiiiieeieeeeee e 97
2.4.3. Intel 1ebateS t0 HP ....oooviiiiiiieee e 99
2430, HPAT oot 100
2432, HPAZ oot 101
2.4.3.3. Summary of Intel payments to HP under HPA1 and HPA2 .......... 102




2.4.4. Conditionality of Intel rebates to HP..........cccoceeviriiniinininiiicn 102

2.4.4.1. Evidence from HP ........cccocooiiiiiiniiiiiiiiceceeee e 102
2.4.4.2. Intel's arguments on the alleged absence of conditionality............ 106
a) Intel's horizontal argument on the relevance of evidence preceding
the signature of HPAT .......ooiiiiii e 107
b) Intel's arguments on the alleged absence of a 95% MSS condition 109
c) Intel's arguments on restrictions on the marketing and
commercialisation of HP's AMD-based desktops........ccccceevevveeriieenveennee. 113
(a) Intel's argument that HP unilaterally self-imposed the channel
TESEIICTIONS .uvtnteitetteteeite sttt ettt et ettt be et s et e e e bt e sbeeaeeseenanens 113
(b) Intel's argument that there was insufficient demand for AMD-based
PCs 116
(c) Intel's argument that the EMEA region was not ready for the launch
118
(d)  CONCIUSION ...ttt et e eaaeens 119
2.4.5. Conclusion 0N faCTS.......ccueviuiirieiiieiie et 120
2.5 AT ettt et e e et e e e tb e e e e e raee e e raaaeeenntaeeeeanns 120
2.5.1. INtrOAUCHION. ...cueiiiiiiiitiieete et 120
2.5.2. Acer's consideration of AMD .........ccccooiiiiiiiiniiniieeeeeee 120
2.5.3. Link between Intel rebates and delay in the launch by Acer of the AMD-
based NOLEDOOK .......ccocuiiiiiiieciie et 121
2.5.4. Intel'S QrUMENLS ....cceeeiuieeiieiieeieeite ettt e te e e b eeaens 128
2.5.5. Conclusion 0N facts........ccueveerierierieiieiesee e 132
2.6 NEC ettt ettt et nnes 132
2.6.1. INtrOAUCHION.......viiiiiiicciie et ree e 132
2.6.2. NEC's increasing use of AMD .........ccociiiiiiiieiieiiieieeee e 133
2.6.3. Conditional rebates to NEC ........ccccoooiiiiniiiinieniieieeeeeeeeee e 133
2.6.3.1.  ConditioNality .......cceeeviiiiiiieeieeeieece e 133
2.6.3.2. Reporting obligation of NEC .......ccccccciiviiiiniiniiiinicneceeceeee, 140
2.6.3.3. The duration of the Santa Clara Agreement...........ccccceevveevrennnnne. 142
2.6.3.4. Meeting the share reqUIremMents ............ccceevveerveeieeneeecreeneeeneenens 143
2.6.4. Conclusion 0N fACTS.......cueriuiiiieriiieiie et 145
2.7 LeNOVO ..ttt e e et e e e e naaee e e e 145
2.7.1. INtOAUCHION. ...cueiiiiiiiiieitete ettt 145
2.7.2. Lenovo's consideration of AMD.........cccoooiiiiiniinieiinieieeeeee 146
2.7.3. Lenovo's dual source strategy for notebooks...........ccccveeevieercrieerreeennne. 146
2.7.4. Agreement to launch AMD-based Lenovo notebooks ..............ccceeueeen. 147
2.7.5. Plans for [...] alliance with AMD............ccoooiiviiiiiiiieeeeeeee e 150
2.7.6. INtel'S TEACTION ....c..eiiiriieiieieeee ettt 151
2.7.7. The value of [...] remained............c.ccoeeuiiiiiiiiiieeecee e 151
2.7.8. Postponement and cancellation of AMD-based notebooks and link to Intel
02202 0115 1L OO PPRTPRRI 153
2.7.8.1.  First pOStPONEMENL ....c..veeeiiieeiieeeiieeeiieeeieeeeeeeeieeeeire e e e sree e 153
2.7.8.2.  Second pOStPONEMENL..........eeevevieerrieeiieeeiieeeriieeereeeereeeereeeeaee e 156
2.7.8.3. Exclusivity agreement - cancellation of the AMD-based notebooks
........................................................................................................ 159
2.7.8.4. Lenovo trying to conceal the reason for the cancellation of the AMD
notebooks and the exclusivity agreement............ccceeeveeeeuveeeneeenne. 163
2.7.9. Intel's arGUMENLS .........ooiuieiiieiieeiieie ettt ettt e 164
2.7.9.1.  Conditionality .......cccoveeruieriieiieeieeiie ettt 164




2.7.9.2. Intel's argument that Lenovo and AMD did not have a binding

Yo 1110 1<) 1 L APPSR USRTSRRPP 173
2.7.10. Conclusion 0N faCtS........ccueveeririeriieiieiiereeeeeet e 175
2.8 MSH e ettt et ae s 176
2.8.1. INtrOAUCHION. ...cuiiitiiiiieiieeie ettt e s ens 176
2.8.2. The funding agreements between Intel and MSH ...........coceviiiiniennene. 177
2.8.2.1. The [early agreements]........cccceevurereeeireenieerieenreeiee e eseeeve e eene 178
2.8.2.2. The "Contribution Agreements" ([...]) cceeovveeerreeriieeeiieeniieeeieeenns 180
2.8.2.3. The "Framework Agreements" and "Contribution Agreements" ([...])
........................................................................................................ 181
2.8.3. Intel's payments to MSH under the funding agreements........................ 181
2.8.3.1. Payments under the [early agreements] ([...]) ccceevvveeriveeriieencreennns 181
a) [...] payments under the [First] Agreement and the [Second]
AGICEIMENL ...eniiiiiiiieiiie ettt ettt ettt e et e et e e et eesbaeesnbeeesabeeeanes 182
b) [...] contributions under the [Third] Agreement..............ccccuene... 183
c) Payments under the "Marketing Development Fund".................... 183
2.8.3.2. Payments under the "Contribution Agreements" ([...]) ..cc.cceeruennee 183
2.8.3.3.  Summary of Intel's payments under the funding agreements (1997-
2007 ) ettt sttt 184
2.8.4. Intel payments under the funding agreements conditional on MSH being
INtel-XCIUSIVE. ..ot 186
2.8.4.1.  INtrOdUCHION .c..eeiiiiiiiiieiieieeetee et 186
2.8.4.2. Nature of the unwritten exclusivity arrangement between Intel and
IMISH et 187
a) INErOAUCHION ... e e e 187
b) Evidence submitted by MSH and found at MSH's premises.......... 188
c) Evidence found at Intel's premises ..........oceeveeecieenieenieenieenieenneens 196
d) (0107061 18 £ 101 3 SR 200
2.8.4.3. Secrecy of the exclusivity agreement between Intel and MSH....... 201
2.8.4.4. MSH's fear of a substantial financial loss in case of a switch to AMD
........................................................................................................ 203
2.8.4.5. Payment holdback in 1998/1999 ........ccooeiiiiiiiiieieeeeeeee e, 208
2.8.4.6. The [flagship brand of major OEM] Issue in 2002 ...........c...c........ 210
2.8.4.7. The negotiation of MSH [country Y]'s accession to the funding
agreements in 2003/2004...........cccoevviieiieeirierie et 212
2.8.4.8. Intel's continuous and close monitoring of MSH’s sales ............... 217
2.8.5. Intel's argUMENLS .........coiuieiiieiiieeiietie et 220
2.8.5.1. Intel arguments on the lack of conditionality of Intel payments to
IMISH e et 221
a) Intel's argument that there is no conditionality in the terms of the
AETEEINICIIS .....eeeitieeeiiie ettt ettt et e et e ettt e et e e bt e e s bt e e sttt e sabbeesbteesbeeesabeeas 224
b) Intel's own contemporaneous evidence which it presented to rebut
CONAIIONALIEY ...ttt et eebeesaeeenneenenas 226
c) Intel's argument on the lack of conditionality in other retail
CONITDULION AZTEEINENILS .....veeiiieiieeiiieiieeieesieeeieesieeeteesieeeeeeseteebeeseeeeneeas 229
d) Intel’s discussion of the Commission’s conditionality evidence ... 230
e) Intel's arguments on the MSH fear of substantial loss as a result of
SWILChING 10 AMD ...eiiiiiiiee e e e 231
f) Intel's arguments on the payment holdback in 1998/1999 ............. 233
2) Intel's argument on the monitoring of MSH sales by Intel............. 234




2.8.5.2. Arguments relating to marketing activities in exchange for Intel

PAYIMEILS ....eeeiiieeiiieeitee et eeeteeeete e et e e st e e sabeeesabeeesabeeeaneesnneesnnee 235
2.8.6. Conclusion 0N faCtS........ccueveeriirierieiiieieseeeeeeee e 237
VII. Legal and ECONOMIC ASSESSMENT ........coieirerieieire et 238
1. Relevant product Market ... 238
1.1 Demand-side SUDSHITULION .......cooveriiiiiniieiiiieseeeeeee e 238
1.1.1. Substitution between CPUs for desktop computers, laptop computers and
SETVET COMPULETS ...vveeeeiiirieeerireeeeanirreeeessnreeeesssseeesssnsseeesssssseessssnseeesannns 239
1.1.2. Substitution between CPUs destined for the business/commercial segment
and CPUs destined for the private/consumer segment ................ccueee.... 241
1.1.3. Substitution between non-x86 CPUs and x86 CPUs.........ccccceevueeeennne 242
1.1.4. Substitution between CPUs for non-computer devices and CPUs for
COMIPULETS ..ottt ettt ettt e ettt e ettt e et e et e e sabeeesabeeesabeeenabeesbbeesneeesneeenas 244
L. 15, CONCIUSION ..ttt 246
1.2 Supply-side SUDSHITULION ....eeeuviiiiieiieciieeiie ettt eaeeeeve e 246
1.2.1. Substitution between CPUs for desktop computers, laptop computers and
SEIVET COMPULETS ..enuvtieuirieriieeeiteesieeesteeesbeeesateeesbeeesbeeesabeeesaneeennneesnns 247
1.2.2. Substitution between CPUs destined for the business/commercial segment
and CPUs destined for the private/consumer segment.................cue.e.... 247
1.2.3. Substitution between non-x86 CPUs and x86 CPUs..........cccccceeeiiennine 247
1.2.4. Substitution between CPUs for non-computer devices and CPUs for
COMPULETS ..o envteeiiieeiieeeiteeeiteeettee ettt e ssbeeesntreesaseeenaseeenaseeenseesnnseesneeenns 249
1.2.5. CONCIUSION ..ttt 251
1.3 CONCIUSION ...ttt st 252
Relevant geographic Market..........cccoceveeveeceseese e 253
. DOMINANCE.....ceiiieeieeeee ettt 253
3.1 INErOAUCTION ... et e e e e eens 253
3.2 Market Shares .....cocuovieiiiiiiieeee e 254
3.2.1. Market shares for the overall x86 CPU market ...........cccccocvevieneniennee. 254
3.2.2. Market shares for x86 CPUs for desktop computers..........ccccveevveeennenn. 255
3.2.3. Market shares for x86 CPUs for laptop computers .........ccccceeevueeuennnene 256
3.2.4. Market shares for x86 CPUS fOr SETVers........ccceevuerierienierienieieeieneenn 256
3.2.5. CONCIUSION ...ttt st see e 257
33 Barriers to expansion and €ntry........ccccecceeerciieeniieeniieeniieeeiee e 257
3.3.1. Sunk investment in production facilities and research & development
required to enter the market...........coccvevieeiiieniieiieecee e, 258
33110 INIrOAUCHON ...t 258
3.3.1.2. Access to technology and x86 CPU design...........ccccveevvreenreennee. 258
3.3.1.3.  Costs of production and economies of scale ..........cccceverceereennenne. 259
3.3.1.4.  CONCIUSION ...ttt 261
3.3.2. Product differentiation through brands.............cccoooveveiiiiiiiiieniiiie, 261
3.3.3. Financial data........ccoceoiiiiiiiiiiieee e 264
3.3.4. CONCIUSION ..eocueiiiiiiie ettt e et e et e e e tae e erae e eaveeeearee s 266
34 Intel's argUmENTS. ... .cccuieeiiiiiieiiecieeiee ettt et 267
3.4. 1. OEM DUYET POWET .coeuvieiiiieeiiieeiieeeiteeeieeesteeeniseeeneseeeeneesnseesnsneesnseens 267
3.4.2. FalliNg PIICES ..uviiiiiiieiieeeiie ettt ettt e e tae e e tae e e tae e sraeesnreeesnree s 272
3.4.3. CONCIUSION ..eocuviiiiiiie et e et rae e s ra e e eaveeeeeree s 274
3.5 Conclusion 0N dOMINANCE ......c..cecverierierieeieniienieete et 274
4. Abuse of a dominant POSITION .........ccoeriiiiinieie e 274




4.1 TOETOAUCTION .ottt e e e e e e e e e e e e e e e e e e e aaaaaaeens 274

4.2 Conditional 1eDAteS......cc.eevuiiiiiriiiiiieiiereeee s 276
4.2.1. INtrOdUCTION. ...coouiiiiiiiiiiiee ettt 276
4.2.2. Nature and operation of the rebates..........ccccvveviiireriiieeecie e 280

4.2.2.1. INtrOAUCHION ..oueiiiiieiiieie ettt 280

4.2.2.20 DIl e 280

4.2.2.3. HP e 287
a) Intel's argument that it could not reasonably expect to enforce
unwritten conditions in written business agreements. ...............ccceeueeenennne. 289
b) Intel's argument that HP proposed the binding MSS condition. .... 291
C) Intel's argument that the 30 day termination notice of the HPA
agreements gave HP more freedom of action...........cccecveeeveeniieencnneennneen. 291

d) Intel's argument that HP did not purchase more than 5% of its x86
CPU needs in the relevant segment because it had a strong preference for

Intel. 292
e) CONCIUSION .....eviieiiiieciiie et et ettt e e e e et e e tae e e aaeeenraeeesaeeeenns 292
4224, NEC ..ttt sttt sae e 293
4.2.2.5. LONOVO .ottt e 295
4.2.2.6. MSH ..o 298
4.2.2.7. CONCIUSION....coiiiiiiiiiiiieeie et 301
4.2.3. As efficient competitor analysis ........cccceeveeeiiieniieiienieeeeceese e 302
4.2.3.1. INtrodUCHION ..oouvieieiiiieriieiceeet e 302
a) Contestable share of the customer's demand..............cccceeveenrennnn. 303
b) Relevant time horizon ..........ccceeecvieeiiieeiiieeieeeee e 304
c) Relevant measure of viable COSt.......ccvevviieiiiiieieeeieeceeeeee 309
(a) Background..........cccoocuiiiiieiiieie e 310
(b) Professor [...]'s criticism of Cost of Goods Sold...........cceevuvenenn 311
(€) The dynamicC aSPECt........cccvuiierurreriieeriieerrieerreeerreeesreeesrreesereeens 313
(d) The use of regression anNalysis ..........cccceeevueerieeiieniiieiieeeeee e 316
(8)  PCOS. ..o 320
Q. MaterialS ..coeeeiiieieeee e 321
D, Payroll COSt...uuiiiiiiiiieeiiece e 322
C.  Period COSt....uiiiiiiiiiieeeee e 324
d.  Office OPErations ..........cccueevvieriieriienieeiieeieeiee e eeee e ereesene e 327
€. Conclusion on PCOS........ooiiiiiiieeeeeeee e 328
(f) Sales and Marketing .........cccceeevieeiiieeiiieeeiiee e 329
a. Non-merchandise Spending ...........ccceeveeevieniiiiniieniiieie e 330
b, Intel INSIAC.....oouieiiiiiiieiecee e 334
c. Conclusion on Sales and Marketing...........ccceceevveevieencieenneenneennen. 335
() ConcCluSION ON COSt...cciuiieiiieeiiieeiieeiieeerteeetreeeereeeteeesreeesveeenes 336
d) CONCIUSION ...ttt 337
4.2.3.20 DIl e 338
a) Methodology for assessing the rebates...........cceevveeeiveriiecienneenen. 338
b) Size and nature of the rebates...........ccccovvevvviieeiiieeiieeee e, 341
(a)  Size Of the TeDALES ...c..eeevieiiieiieie et 341
(b) Nature of the 1ebates........cceeeeviieiiiieieeeceeee e 343
c) Average Avoidable Costs and Average Selling Prices .................. 347
d) Calculation of the required share............ccceevvveeviieeecieecieeeeeee 348
e) Contestable share...........ccooiiiiiiiiiii e 351
(@) When to start the ClocK..........cooueieeiiiiiiieeiieceeeee e 354
(b) Information from the 17 February 2004 presentation.................... 358




(c) Intel's internal eStIMALES........cccveeeeviieeiieeeiiieeie et 359
(d) Dell's actual SWItChIng .........ccceeviieiiieriieiieeieeeecie e 361
(e) Intel argument included in its submission of 2 March 2009 based on

depositions by Dell executives in the private litigation between AMD and

Intel in the US State of Delaware. ..........cocoeevviieniieiinniiiieeeeeeeee, 363
f) Comparison of required share and contestable share...................... 364
g) Reinforcing factors .......ccueeveerieeiiiiieeieeeeeeeee e 365
h) An alternative method of calculation ............cccceovveeeiiiieiieniene, 367
1) CONCIUSION ...ttt 370
4.2.3.3. HP e e 371
a) Methodology for assessing the rebates...........cceovveeeiveriieceenneenen. 371
b) Size and nature of the rebate ............ccoevvvieviieeiiieeie e, 372
c) Volume purchased and average selling prices ..........cccceevueeveennen. 383
d) COSES ittt ettt ettt e ettt e et e et e e e ab e e e ta e e e e e e e be e e eabaeeeareeenns 383
e) Calculation of the required number of units and required share .... 383
f) Contestable Share...........cccoocviieiiiieiiieeecee e 388
2) Comparison of required share and contestable share...................... 400
h) Reinforcing factors ........cueviierieiiieieeieeeccee e 401
1) On an alleged "new theory" by the Commission.............c.cccuveneeen. 402
1) (01071161 13 5510 o F SRS 406
4234, NEC ..ttt ettt 406
a) Methodology for assessing the rebates...........cceevveeviverieenienneenen. 406
b) Value of the payments granted under the Santa Clara agreement.. 407
(2)  INtrOAUCHION ......viiiiiieeiie et e srre e 407
(b) Types of payments iInvVolved..........ccceeviieniiiiiiiiniieiieeeceeeee 408
(C)  [PrICE] POI UNIt...eiiuiiiiiieiieeiiieite et eiteete et ettt sae e e e eaaeens 408
(d) Number of units concerned — [...] ..cccerviierieniiiiiieiieeiecie e 409
(e) Total [price] amount — [...]...ceecieeriieeeiieeriieerreeeeiee e eeree e 410
(f) Other payments to NEC and [prices] to [...]..ccceeeeriiienieniiiiiienieee 410
(g) Total payments to NEC (all regions and all types of payments)... 413
c) Value of the business at risk for Intel............ccceovveeiieniieiienneenen. 414
d) Ratio between the total value of the payments granted under the
Santa Clara agreement and the value of the business at risk for Intel........ 416
e) CONCIUSION .....uviiiiiieeciiie ettt ettt et e e e et e e e erae e eaaeeeeens 417
4.2.3.5. LONOVO .ottt e 418
a) Methodology for assessing the rebates...........cccccveevciieenciieenieeenee. 418
b) Size and nature of the rebate ............occeeeiieiiiiiiiiiiiee e, 419
c) Average Selling PriCes ........ccoviveiienieiiiieieceeeeeee e 421
d) COSES 1entiieiiieiie ettt ettt e ettt e st e et eeteeebe e beesnbeesbeeesbeenbeesareenbaenaneens 421
e) Calculation of the required number of Units...........cccceeeeevveerneennee. 422
f) Contestable number of UNits..........cccceeviiiiiiniiiiiieiieeeeeee e, 423
g) Comparison of the contestable number of units and the required
NUMDET OF UNIES....eiiiiiiiiiieieiee e 424
h) Intel arguments on the contestable number of units....................... 424
(a) The relevance of considering desktop x86 CPUs in the contestable
NUMDBET OF UNIES...c..iiiiiiiiiiiiiiiiereee e 425
(b) Contestable number of units in the combined desktop and notebook
X860 CPUS SEZMENLS......vvieeeiiiiieeeiiieeeeiite e et e et e e e e e e sreeee e eeeeees 427
(¢) Required share test over the combined desktop and notebook
SEEIMEIILS ...eeuvtieeuiteeeuiieeeiteesiteeeteeesateeesateeenateeenaseeensseessseesnseessaeessseenas 431
1) CONCIUSION .....eiiiieiieeii ettt be e e e e esaeeeneens 432




a) INErOAUCHION ..ot 433
b) Methodology for assessing the payments............cccceeeeerieeireennnnns 433
c) Size and nature of the payments..........ccccocceeeiiieeiiieeciee e, 433
d) Volume purchased and average selling prices .........cccccceveeeeueennnen. 440
e) COSES it ettt e ettt e e ettt e e ettt e e e ettt e e e et e e e e e aaa e e e e earaee e e naaaaaean 443
f) Calculation of the required share............cccoevceevviieniieeiieniieiee, 443
g) Contestable Share..........cccvveeviieeiiieeieeeeeeeee e 444
h) Comparison of required share and contestable share..................... 448
1) CONCIUSION .....cviiiiiiieiiee ettt ettt e et e e e e ere e e areeeeens 452
4.2.3.7. CONCIUSION....couiiiiiiiiiiiiiiteeeeee e 453
4.2.4. The strategic importance of the main OEMS..........cccceevvveviiiiniiieeninnnns 453
4.2.4.1. Market Share ..........cccoeiiiiiiiiiiiee e 453
4.2.4.2. Stronger presence in the more profitable part of the market.......... 455
4.2.43. Ability to legitimise a new x86 CPU in the market ....................... 455
4.2.4.4. Intel's arguUmENntS........cccceeeecuieeeiiieeiiie et e e 458
4.2.5. Harm to competition and CONSUMETS ..........cceueerueerieenieerieeniieeieeneeeenees 459
4.2.5.1. Reduction of consumer choiCe ..........cocueverrierienernienieniieieeeneene 459
4.2.5.2. Relevance of the choice between combination of brands for

CONSUIMIETS ..eenetteeniiteeiteeeiteeentteeesutee ettt e enteesbeeesbteesbeeesabeeesaneeesanee 461

4.2.5.3. Longer term impact due to the weakening of Intel's main competitor
........................................................................................................ 464
4.2.6. Objective justifications and efficiencies..........ccccevvveerieeciienieecieenieennen. 465
4.2.6.1.  INtrodUCHION ..oouviiiiiiiieie et 465
4.2.6.2. The meet competition defence............cceevueeiieniiienieniiienieeieeee, 468
4.2.6.3. The efficiency defence ..........cccoecueeviieriieiienieeeeee e 469
a) LOWET PIICES ...ccuiiiiiieiiieiiecie ettt ettt et be et s seaeens 470
b) Scale ECONOMIES .......eevviieeiiieeiie ettt et e ee e e e sree e 470
c) Other cost savings and production efficiencies...........cocceeeeuennene. 471
d) Risk sharing and marketing efficiencies ...........ccccoceevveniiiiiiennnn. 471
4.2.77. CONCIUSION ..eutiiiiiieiieieee ettt sttt 472
4.3 NaKed reStrICtIONS .....eeiutieiiieiieiie ettt ettt sttt st e e 472
4.3.1. INtrOdUCHION. ...coouiiiiiiiiieiie ettt et 472
A.3.2.0 HP ottt 473
433 AT ittt ettt 477
4314, LONOVO .ttt ettt 477
4.3.5. Intel's general arguments ...........cocceevieeiiieniiieiienieeee e 478
4.3.6. CONCIUSION ..cutiiiiiiiiiiieeitecee et sttt 481
4.4  Intel's general arguments as regards AMD's performance......................... 482
4.4.1. INtrOAUCTION. ...coiuiiiiiiiiiit ettt 482
4.4.2. Quality of AMD Products.........ccccceeriieiiieniiiiienieeeeie e 486
L B T O T o1 1 OO SUUP SRR 490
4.4.4. AMD's market performance...........ccoceeeeueereeeiiienieeiieenieeieeseeeneeseneeenees 494
4.5 Single coNtiNUOUS STTAtEZY.....ccuveeeiuiieeiiieeiieeeiee e et e e saeeesveeeseree e 495
VIII. Effect on trade between Member States ..., 499
IX. Remedies and fiNES........cc.ooiiiiie s 500
Article 7 of Regulation (EC) N0 1/2003..........ccoeieeieeieerieeeeseesieeee s 500
Article 23 (2) of Regulation (EC) N0 1/2003.........ccceiereenerrirrienieeene 500
Thebasicamount of the fines..........cocoeeeiincins 507




3.1 Calculation of the value O0f SALES......covveeemeeeeee e 507

3.2 Determination of the basic amount of the fine............cceceeeiiiiiniiinnann 508
3.2 10 GIAVILY ceeieiieiieeieee ettt ettt sttt ettt et e 508
3.2.1.1. Nature of the infrin@ement ............cccccveeeiiieeiiieeiieece e 508
3.2.1.2. Market Share ........c.ccocvvieeeiiieiiie et 510
3.2.1.3.  GeOgraphiC SCOPE ....eeeviereieeiieiiieeieecie ettt etee et eae et e e 510
3.2.1.4. Conclusion on the gravity of the infringement.............c..ccceeeneennee. 510

R I B 11115 (o) s USSR 511
3.2.3. Conclusion on the basic amount of the fine............c.ccoeevvieeiieencneennen. 511
33 Mitigating CIFCUMSLANICES ....eevieririeiieriieeiieeteeiieeeeeteeseeeeteesereenaeeseneeneeas 511
3.4 07073161 1013 o) o F PSSR 514

10




COMMISSION DECISION
of

relating to a proceeding under Article 82 of the EC Treaty and Article 54 of the
EEA Agreement

(COMPIC-3/37.990 - Intel)

(Only the English text is/ar e authentic)

(Text with EEA relevance)

THE COMMISSION OF THE EUROPEAN COMMUNITIES,
Having regard to the Treaty establishing the European Community,
Having regard to the Agreement on the European Economic Area,

Having regard to Council Regulation (EC) No 1/2003, of 16 December 2002 on the
implementation of the rules on competition laid down in Articles 81 and 82 of the
Treaty', and in particular Article 7 and Article 23(2) thereof,

Having regard to the complaint lodged by Advanced Micro Devices on 18 October 2000
and on 26 November 2003, alleging infringements of Article 82 of the Treaty and
Article 54 of the EEA Agreement by Intel and requesting the Commission to put an end
to those infringements,

Having regard to the Commission decision of 26 July 2007 to initiate proceedings in this
case,

Having given the undertaking concerned the opportunity to make known its views on the
objections raised by the Commission pursuant to Article 27(1) of Regulation (EC) No
1/2003 and Article 12 of Commission Regulation (EC) No 773/2004 of 7 April 2004
relating to the conduct of proceedings by the Commission pursuant to Articles 81 and 82
of the EC Treaty’,

OJL 1,4.1.2003, p. 1.
OJ L 123, 27.4.2004, p. 18.




After consulting the Advisory Committee on Restrictive Practices and Dominant
Positions,

Having regard to the final report of the hearing officer in this case’,

WHEREAS:

1.

(1)

2)

€)

PARTIESTO THE PROCEEDINGS

Intel Corporation

Intel Corporation ("Intel") was incorporated in the state of California, USA in
1968, and was reincorporated in the state of Delaware, USA in 1989. It has
operations in different parts of the world including in locations within the EEA. It
describes itself as the “world’s largest semiconductor chip maker, based on
revenue’. It states that its “products include chips, boards and other semiconductor
components that are the building blocks integral to computers, servers and
networking and communications products.” It develops "advanced integrated
digital technology products, primarily integrated circuits, for industries such as
computing and communications". Intel offers "products at various levels of
integration, allowing our customers flexibility to create advanced computing and
communications systems and products."*

At the end of December 2008, Intel employed about 94 100 people worldwide. In
2007, Intel had net revenues of USD 38 334 million and a net income of USD
6 976 million. In 2008, Intel had net revenues of USD 37 586 million and a net
income of USD 5 292 million.’

The complainant: Advanced Micro Devices, Inc.

Advanced Micro Devices, Inc. ("AMD") describes itself as “global semiconductor
company with facilities around the world”. 1t provides "processing solutions for the
computing, graphics and consumer electronics markets." AMD was incorporated
under the laws of Delaware, USA, on May 1, 1969 and became a publicly held

OJ [TO BE ADDED WHEN PUBLISHED].

Intel's form 10-K  report for the fiscal year ended 29 December 2007,

http://www.sec.gov/Archives/edgar/data/50863/000089161808000106/f36442¢10vk.htm,
downloaded and printed on 14 January 2009.

Intel's form 10-K report for the fiscal year ended 27 December 2008,
http://idea.sec.gov/Archives/edgar/data/50863/000089161809000047/f50771e10vk.htm,
downloaded and printed on 6 April 2009.
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4)

)

(6)

(7)

(8)

company in 1972. Since 1979, its common stock has been listed on the New York
Stock Exchange under the symbol "AMD".°

At the end of 2007, AMD had approximately 16 420 employees. In 2007, AMD
had net revenues of USD 6 013 million and made a net loss of USD 3 379 million.
In 2006, AMD had net revenues of USD 5 649 million and made a net loss of USD
166 million.”

PROCEDURE

Commission procedure

On 18 October 2000, AMD submitted a formal complaint to the Commission under
Article 3 of Council Regulation (EC) No 17/62, First Regulation implementing
Articles 81 and 82 of the Treaty.®

On 26 November 2003, AMD submitted a supplementary complaint under Article
3 of Regulation (EC) No 1/2003° providing new facts and making new allegations.

In May 2004, the Commission launched a round of investigations focusing on
allegations contained in the supplementary complaint. Within the framework of
that investigation, in July 2005, the Commission, assisted by several National
Competition Authorities, carried out on-the-spot inspections under Article 20(4) of
Regulation (EC) No 1/2003 at four Intel locations in [...] -1 1D, [..], as well
as the locations of several Intel customers [...].

On 26 July 2007, the Commission notified a Statement of Objections to Intel in
Case No. COMP/C-3/37.990 ("the 26 July 2007 SO"). The Commission took the
preliminary view that Intel held a dominant position and had abused its dominant
position by engaging in exclusionary marketing arrangements and other practices
with certain customers.

AMD's form 10-K  report for the fiscal year ended 29 December 2007,

http://www.sec.gov/Archives/edgar/data/2488/000119312508038588/d10k.htm, downloaded and
printed on 14 January 2009.

idem.
0J 13,21.2.1962, p. 204. p.
OJL 1,4.1.2003, p.. 1.

L]
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)

(10)

(11)

(12)

(13)

(14)

(15)

(16)

The Commission originally set Intel a deadline of 8 weeks to submit its reply to the
26 July 2007 SO."" That deadline was extended twice by the Hearing Officer, first
to 4 January 2008,'* and then to 7 January 2008.

Intel submitted its reply to the 26 July 2007 SO on 7 January 2008 ("Intel Reply to
the 26 July 2007 SO"). Intel asked for an oral hearing to be held ("the Oral
Hearing"). The Oral Hearing was held on 11 and 12 March 2008.

In application of Article 6(1) of Regulation (EC) No 773/2004," the Commission
provided AMD with a copy of the non-confidential version of the 26 July 2007 SO.
AMD made its views on the 26 July 2007 SO known in writing on 29 February
2008. AMD also participated at the Oral Hearing.

After the 26 July 2007 SO was issued, the Commission obtained additional
information about Intel's conduct vis-a-vis other customers and distributors of its

products. This included information contained in Intel's Reply to the 26 July 2007
SO.

On 17 July 2006, AMD filed a complaint to the German National Competition
Authority, the Bundeskartellamt. In the complaint, AMD alleged that Intel had
engaged in exclusionary marketing arrangements and other practices with Media-
Saturn-Holding GmbH ("MSH"), a European retailer of microelectronic devices,
including Personal Computers ("PCs").

On 6 September 2006, the German National Competition Authority exchanged
information with the Commission on that subject, in application of Article 12 of
Regulation (EC) No 1/2003.

Following that exchange of information, the Commission opened an investigation
on the subject, under Case No. COMP/C-3/39.493. Within the framework of that
investigation, in February 2008, the Commission, assisted by several National
Competition Authorities, carried out inspections under Article 20(4) of Regulation
(EC) No 1/2003 at Intel's premises [...], as well as at the premises of several
European PC retailers in [...].

On 17 July 2008, the Commission notified a supplementary Statement of
Objections to Intel ("the 17 July 2008 SSO"), and at the same time joined the
relevant findings of Case No. COMP/C-3/39.493 to the procedure followed under

11

12

13

Letter from the Commission to Intel of 27 July 2007.
Letter from the Hearing Officer to Intel of 12 October 2007.

OJ L 123, 27.4.2004, p. 18.
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Case No. COMP/C-3/37.990. The Commission continued the procedure under
Case No. COMP/C-3/37.990.

(17) The Commission originally set Intel a deadline of 8 weeks to submit its reply to the

17 July 2008 SSO." On 15 September 2008, that deadline was extended to 17
October 2008 by the Hearing Officer."

(18) On 10 October 2008, Intel lodged an application with the Court of First Instance

(19)

("CFI") seeking inter alia the annulment of the decision of the Hearing Officer of
15 September 2008 granting an extension of the time limit, and of an alleged
decision by Ms. Neelie Kroes, Member of the Commission, taken on or about 6
October 2008. Intel also applied for interim measures, asking the President of the
CFI to suspend the Commission's procedure pending a ruling by the CFI on its
main application and/or to suspend the timetable for service of a reply to the 17
July 2008 SSO and/or, in the event that the Court were to reject the application for
interim measures or reject Intel’s application in the main action, to grant Intel 30
days from the date of the said judgment to reply to the 17 July 2008 SSO."°

Intel failed to provide a reply to the 17 July 2008 SSO by the extended deadline of
17 October 2008. Intel's arguments relating to its decision not to provide a reply to
the 17 July 2008 SSO are dealt with in section I'V.1.

(20) On 19 December 2008, the Commission sent Intel a letter drawing Intel's attention

to a number of specific items of evidence relating to the Commission's existing
objections which the Commission indicated it might use in a potential final
Decision. The Commission set Intel a deadline of 19 January 2009 to provide
comments on these items. That deadline was extended to 23 January 2009."

(21) Intel failed to reply to the Commission's letter of 19 December 2008 by the

extended deadline of 23 January 2009. This was confirmed by Intel's counsel on 27
January 2009,"® after the Commission had asked Intel about the matter.'® Intel did
not provide reasons for its failure to reply by the extended deadline.

(22) On 27 January 2009, the President of the Court of First Instance issued an Order

rejecting Intel's application for interim measures on the ground that Intel's main

14

15

16

17

18

Letter from the Commission to Intel of 17 July 2008.

Letter from the Hearing Officer to Intel of 15 September 2008.

Letter from Intel to the Commission of 13 October 2008.

Letter from the Commission to Intel of 16 January 2009.

Email from Intel to the Commission of 27 January 2009, entitled 'CONFIDENTIAL Case 37.990'".

Email from the Commission to Intel of 26 January 2009, entitled 'Case 37.990'.
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(23)

(24)

(25)

application was prima facie manifestly inadmissible and that the condition of
urgency was not fulfilled. This rejection included the rejection of Intel's request for
an extension of the 17 October 2008 deadline to reply to the 17 July 2008 SSO. In
this respect, the Order sets out that "in order to have access to all the information it
needs to properly conduct the administrative procedure, it is a possibility available
to the Commission to grant such an extension in order to allow Intel to serve a
reply to the SSO, even though Intel has not complied with the time-limit initially
laid down, or to take into account written submissions in response to the SSO

received after that time-limit."*" *'

On 29 January 2009, Intel 'proposed' to file its reply to the 17 July 2008 SSO and
to the Commission letter of 19 December 2008 within 30 days of the day of the
Order of the President of the Court of First Instance. Intel also asked the
Commission to confirm that it would grant Intel's request for an oral hearing.**

On 2 February 2009, the Commission informed Intel by letter that the Commission
services had decided not to grant an extension of the deadlines to reply to the 17
July 2008 SSO or to the Commission letter of 19 December 2008, as such an
extension would not be justified given that Intel had had ample opportunity to
submit such replies within the deadlines and had chosen not to do so. The letter
also indicated that the Commission services were nevertheless willing to consider
the possible relevance of belated written submissions, provided that Intel served
such submissions by 5 February 2009. Finally, the letter indicated that the
Commission services considered that the proper conduct of the administrative
procedure did not necessitate an oral hearing.”

On 5 February 2009, Intel served a written submission including observations
related to the 17 July 2008 SSO and the Commission letter of 19 December 2008
(respectively "Intel submission of 5 February 2009 related to the SSO" and "Intel
submission of 5 February 2009 related to the Commission letter of 19 December
2008"). Intel characterises its submission of 5 February 2009 related to the SSO as
its "reply to the SSO". Similarly, Intel characterises its submission of 5 February
2009 related to the letter of 19 December 2008 as its "reply to the letter of 19
December 2008". However, the Commission cannot accept these characterisations

20

21

22

23

Order of the President of the Court of First Instance of 27 January 2009 in Case T-457/08 R Intel v
Commission, paragraph 89.

On 3 February 2009, Intel withdrew its application in Case T-457/08. The case was removed from
the register of the Court by Order of 24 March 2009.

Letter from Intel to the Commission of 29 January 2009.

Letter from the Commission to Intel of 2 February 2009.
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(26)

(27)

(28)

(29)

due to the fact that in each case, Intel chose not to reply by the specified deadline.
This is described in greater detail in section I'V.

In its submission of 5 February 2009, Intel indicated that it would request that the
Hearing Officer grant an oral hearing. On 10 February 2009, Intel wrote to the
Hearing Officer and asked to be granted an oral hearing in relation to the 17 July
2008 SSO.* The Hearing Officer replied by letter of 17 February 2009 rejecting
Intel's request.”

The following companies and associations have been granted the status of
Interested Third Party by the Hearing Officer: Silicon Graphics, Inc. ("SGI");
International Business Machines Corporation ("IBM"); Bureau Européen des
Unions de Consommateurs ("BEUC"); Union Fédérale des Consommateurs — Que
Choisir ("UFC — Que Choisir"); and Hewlett-Packard Company ("HP"). The
Commission informed the Interested Third Parties of the nature and subject matter
of the proceedings by sending them a summary of the 26 July 2007 SO on 21
December 2007 (SGI and IBM), 3 March 2008 (BEUC), 7 March 2008 (UFC —
Que Choisir) and 10 March 2008 (HP), and of the 17 July 2008 SSO on 17
December 2008 (all interested third parties). None of the Interested Third Parties
made their views on the 26 July 2007 SO known in writing. BEUC, UFC — Que
Choisir and HP participated at the Oral Hearing.

Access to file was granted three times to Intel (31 July 2007, 23 July 2008 and 19
December 2008).

In agreement with Intel, the access to file exercises of 31 July 2007 and 23 July
2008 were in part conducted under specific conditions. Instead of receiving access
to only the non confidential part of the file provided by certain information
providers, Intel was granted access to their entire information and agreed
bilaterally with each of these information providers to receive the entirety or a
distinct part of their information located on the Commission’s file in unredacted
format (that is, including confidential information) in exchange for limiting the
access to this information to a restricted circle of persons (its outside counsels and
economic advisers and in some cases certain in-house counsels).”® The information
providers waived their confidentiality rights with regard to the Commission to the
extent that such a waiver was necessary for the proper conduct of that information
exchange. To the extent that this type of access would amount to a restriction of
Intel’s rights of access to file, Intel has by letters of [...] waived its right to access

24

25

26

Letter from Intel to the Hearing Officer of 10 February 2009.
Letter from the Hearing Officer to Intel of 17 February 2009.

The information providers that concluded such agreements with Intel are [...].
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the file with regard to the Commission, and has agreed to only receive access to the
respective parts of the file via the bilateral arrangements with the specific
information providers.

2. Procedurein other publicjurisdictions

(30) Intel's conduct has also been the object of procedures conducted by other public
regulatory authorities.

(31) On 8 March 2005, the Japan Fair Trade Commission (JFTC) found that Intel's
conduct violated Section 3 of the Japanese Antimonopoly Act. The JFTC
concluded that Intel had "since May 2002 ... made the five major Japanese OEMs
refrain from adopting competitors’ CPUs for all or most of the PCs manufactured
and sold by them or all of the PCs that belong to specific groups of PCs referred to
as ‘series’, by making commitments to provide the five OEMs with rebates and/or
certain funds referred as ‘MDF’ (Market Development Fund) in order to maximize
their MSS [market segment share], respectively, on condition that:

(a) the Japanese OEMs make MSS at 100% and refrain from adopting
competitors’ CPUE .

(b) the Japanese OEMs make MSS at 90%, and put the ratio of competitors’
CPUs in the volume of CPUs to be incorporated into the PCs manufactured
and sold by them down to 10%;

(c) the Japanese OEMs refrain from adopting competitors’ CPUs to be
incorporated into PCs in more than one series with comparatively large
amount of production volume to others."”’

(32) The JFTC specified that [...].

(33) On 4 July 2008, the Korean Fair Trade Commission ("KFTC") found that, in the
period from 2002 to 2005, Intel had tried to exclude AMD from the market by providing
various rebates to local OEMs, including Samsung Electronics and Sambo Computer
(TriGem), contingent upon them not purchasing Central Processing Units (CPUs) from
AMD. The KFTC imposed a corrective order and a punitive surcharge of KRW 26 000
million (approximately EUR 16,5 million) on Intel. On 9 December 2008, Intel
announced that it had filed a formal complaint with the Seoul High Court seeking to

overturn the KFTC’s final written decision.”®

27 See JFTC press release at http:// www.jftc.go.jp/e-p./pressreleases/2005/march/050308intel.pdf,

downloaded and printed on 1 June 2007.

28

See http://www.intel.com/pressroom/chipshots/chipshots.htm#120908b, downloaded and printed on
14 January 20009.
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(34) The Federal Trade Commission of the United States of America ("US FTC") is
also currently engaged in an investigation of Intel's commercial practices. In the context
of this enquiry, it served a subpoena to Intel on 4 June 2008.*

(35) The Attorney General of the State of New York is also currently engaged in an
investigation of Intel's commercial practices.”

[Il. INTEL'SALLEGATION OF BIASIN THE COMMISSION'S ENQUIRY

(36) Intel has alleged that the Commission's enquiry has been "discriminatory and
partial"*" According to Intel, the Commission "has blindly adopted wholesale AMD's
theories and allegations blaming Intel's pricing and other conduct for each AMD failure
to win the business of the OEMs"** Intel also alleges that the Commission "has distorted
the evidence and the record"” that it is guilty of "suppression of exculpatory
evidence",”* and that it has shown "bias and lack of objectivity "> Intel speaks of
"systematic, willful administrative malfeasance that infects the entire administrative
procedure.”® Intel also expressed "serious doubts on the fairness and the independence
of the Case Team [the Commission staff handling the investigation]".*’

(37) The Commission considers that there are no grounds for the serious allegations
made by Intel. As the Commission has already specified to Intel during the proceedings,
"the Commission has carried out a thorough and balanced enquiry in the present case. It
has conducted several surprise inspections [in 2005 and 2008 at the premises of various
actors in the market [21 premises], and has gathered a broad range of information from
many sources."*® As regards the body of evidence that the Commission has gathered, the
Commission sent requests for information pursuant to Articles 11 and 18 of Regulation
(EC) No 1/2003 to 141 companies in this case, including all major OEMs, the main

European PC retailers, Intel and AMD. As a result, there are more than 3900 document

29 See http://www.intel.com/pressroom/archive/releases/2008/20080606corp.htm, downloaded and

printed on 14 January 2009.

30 See http://www.oag.state.ny.us/media_center/2008/jan/jan10a_08.html, downloaded and printed on

14 January 20009.

31 Intel's Application in Case T-457/08. Summary of the Application, p. 2, paragraph 2.

32 Intel's letter to Commissioner Kroes of 25 September 2008, p. 1, paragraph 3.

33 Intel's Application in Case T-457/08. Summary of the Application, p. 2, paragraph 98.

34 Intel submission of 5 February 2009 related to the 17 July 2008 SSO, paragraph 810.

33 Intel's Application in Case T-457/08. Summary of the Application, p. 2, paragraph 98.

36 Intel submission of 5 February 2009 related to the 17 July 2008 SSO, paragraph 810.

37 Intel's letter to Commissioner Kroes of 25 September 2008, p. 3, paragraph 2.

38 Letter from the Commission to Intel of 6 October 2008.
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entries in the file, many of which contain several documents with multiple pages. In total,
the file numbers several hundred thousand pages. As is apparent from this Decision, the
Commission's conclusions are based on extensive sets of evidence originating in their
significant majority from third parties or from Intel itself. It is therefore not the case, as
Intel claims, that the Commission "has blindly adopted wholesale AMD's theories and
allegations blaming Intel's pricing and other conduct for each AMD failure to win the
business of the OEMs" >

(38) Even though the Commission considers that Intel's allegations are without merit
and in any event without relevance to the substance of the Commission's case, in view of
the seriousness of Intel's allegations, the Commission will briefly address the three
specific procedural defects' which, in its submission of 5 February 2009, Intel claims
characterise the case.®” Subsection 1 will address the meeting between the Commission
and Dell of 23 August 2006. Subsection 2 will address [...]. Finally, Intel also addresses
the issue of certain documents from the private litigation between AMD and Intel in the
US State of Delaware, which it claims the Commission should have sought to obtain and
provide to Intel. This specific Intel claim will be examined in section IV as it is the main
element invoked by Intel to explain its failure to reply to the 17 July 2008 SSO and to
submit comments on the Commission's letter of 19 December 2008 by the deadlines set
by the Commission.

1. The meeting between the Commission and Dell of 23 August 2006

(39) Intel makes reference to a meeting held on 23 August 2006 between members of
the Commission's case team handling the investigation in case COMP/C-3/37.990 and
[...], [Dell Executive] and [Dell Executive], as well as [...]. According to Intel, the
Commission "failed to take a detailed file note" of this meeting.*' Intel notes that in
March 2003, [Dell Executive] had provided testimony to the US FTC, which it views as
"highly favourable to Intel".** Furthermore, Intel relies on a document which it obtained
from Dell in the course of discovery during the US private litigation between AMD and
Intel entitled “Indicative list of topics to be discussed with Dell Meeting of 23 August
2006”.* Intel claims that that document constitutes an agenda of the meeting which the
Commission would have failed to provide to Intel in the course of access to file.** On the
basis of these two documents, Intel concludes that it is "inconceivable that a great

39 Intel's letter to Commissioner Kroes of 25 September 2008, p. 1, paragraph 3.

40 Intel submission of 5 February 2009 related to the 17 July 2008 SSO, section V.

H Intel submission of 5 February 2009 related to the 17 July 2008 SSO, paragraph 737.
42 Idem.

 Intel submission of 5 February 2009 related to the 17 July 2008 SSO, Annex 615.

44

Intel submission of 5 February 2009 related to the 17 July 2008 SSO, paragraph 615.
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volume of relevant evidence was not given by [Dell Executive] during that interview [the
meeting with Dell]" and that it is "virtually certain, given the topics addressed, that the

evidence given by [Dell Executive] was exculpatory."®

Finally, Intel alleges that the
Commission refused Intel access to a note to the file which had been written subsequent

to the meeting.*°

(40) Intel's arguments are misconceived. In the first instance, there is no general
obligation for the Commission to take minutes of meetings.

(41) The Commission Notice on the rules for access to the Commission file in cases
pursuant to Articles 81 and 82 of the EC Treaty, Articles 53, 54 and 57 of the EEA
Agreement and Council Regulation (EC) No 139/2004*" (hereafter "the Notice on Access
to File") states that: "There is no obligation on the Commission departments to draft any
minutes of meetings with any person or undertaking. If the Commission chooses to make
notes of such meetings, such documents constitute the Commission's own interpretation
of what was said at the meetings, for which reason they are classified as internal
documents."*

(42) The case law underlying that above paragraph of the Notice on Access to File to
which it makes explicit reference is stated in paragraphs 349-359 of the TACA
Judgement.* In paragraph 351 of the TACA Judgement, the Court states that “there is ...
no general duty on the part of the Commission to draw up minutes of discussions in
meetings or telephone conversations with the complainants which take place in the
course of the application of the Treaty's competition rules”. The Court has further
confirmed this finding in the Groupe Danone Judgemen‘[.50

(43) Inthe TACA and the Groupe Danone Judgments, the Court goes on to say that ”if’
the Commission intends to use in its decision inculpatory evidence provided orally by
another party it must make it available to the undertaking concerned so as to enable the
latter to comment effectively on the conclusions reached by the Commission on the basis

of that evidence. Where necessary, it must create a written document to be placed in the
» 51
file”.

3 Intel submission of 5 February 2009 related to the 17 July 2008 SSO, paragraph 752.

46 Intel submission of 5 February 2009 related to the 17 July 2008 SSO, paragraph 737.

05 C325,22.12.2005, p. 7.

48 Notice on Access to File, paragraph 13.

¥ Joined Cases T-191/98 and T-212/98 to T-214/98 Atlantic Container Line and others v Commission
(TACA) [2003] ECR 1I-3275, paragraphs 349-359.

%0 Case T-38/02 Groupe Danone v Commission [2005] ECR 11-4407, paragraph 66.

! TACA op. cit., paragraph 352; Groupe Danone op.cit., paragraph 67.
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(44) Those circumstances do not apply to this case. The Commission did not make use
of any information provided orally in the 23 August 2006 meeting with Dell to inculpate
Intel. As to Intel's claim that it is 'virtually certain' that exculpatory evidence relating to
Intel was provided by [Dell Executive] during this meeting, that claim is entirely based
on Intel's speculation that [Dell Executive] would have provided views during the 23
August 2006 meeting between Dell and the Commission which support Intel's own
interpretation of the content of [Dell Executive]'s [...]2003 testimony to the US FTC. In
fact, the purpose of the meeting with Dell was to explore further investigative measures
related to Dell. The purpose was not to gather information in the format of countersigned
minutes or statements pursuant to Article 19(1) of Regulation (EC) No 1/2003.

(45) This reasoning on the part of Intel is incorrect on three counts. Firstly, it must be
emphasised that the Commission was under no obligation to take minutes of the meeting
of 23 August 2006 under the Notice on Access to File and the case law of the Court in
TACA and Groupe Danone. The relevant case law that exceptionally establishes an
obligation to create a written document for the file with respect to inculpatory evidence is
not applicable in this case because the meeting did not pertain to information that the
Commission "intends to use in [any possible] decision." The present Decision does not
rely on the content of the meeting of 23 August 2006.

(46) Secondly, Intel's allegation that exculpatory information was communicated to
the Commission at the meeting remains unfounded. In order to substantiate its claim,
Intel refers to [Dell Executive]'s US FTC deposition made more than 3 years prior to the
meeting and to a document that allegedly shows the indicative topics to be discussed at
the meeting52 (as explained in recital (39)). The Commission notes that neither of these
documents contain evidence of what was actually discussed at the meeting. Without
prejudice to whether any statements which a participant of the meeting made three years
previously are exculpatory, the fact that such statements were made does not demonstrate
that [Dell Executive] provided any information to the Commission which might be
exculpatory. In fact, [Dell Executive]'s statement made before the US FTC largely relates
to the period preceding the conduct relating to Dell concerned by this Decision.” This is
further confirmed by the questions raised during the meeting to which Dell answered in

32 The Commission notes that that document provided by Intel as Annex 615 to its submission of 5

February 2009 related to the 17 July 2008 SSO [...] was previously not part of the Commission’s
file. From the document itself, it is not possible to determine from whom it originates. It is most
likely a personal note of a case handler that was either sent to Dell by email prior to the meeting or
handed over to Dell during the meeting. Such notes normally serve as preparation for both the
Commission case team and the other parties attending a meeting to acquaint themselves with
possible topics that could be discussed at a meeting. However, in the course of a meeting,
discussions often depart from the topics outlined in such notes based on the limited time available
for such meetings and topics that arise in the meeting.

3 The conduct related to Dell relates to the period starting from December 2002 while [Dell

Executive]'s testimony before the US FTC of [...] 2003 mostly relates to the period before
December 2002.
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writing in a submission dated 22 September 2006 and which largely related to the
performance of AMD's product 'Hammer' in the course of 2002. Equally, the indicative
list of topics submitted by Dell does not imply that these topics were in fact addressed
(partially or in full) at the meeting and, if they were addressed, with what level of detail.
Therefore, the Commission concludes that on the basis of the evidence submitted by
Intel, it cannot be demonstrated that the meeting covered exculpatory information.

(47)  Finally, the claim that the testimony given by [Dell Executive] to the US FTC in
[...]2003 would be "highly favourable to Intel" is based on a selective reading of [Dell
executive]'s testimony. As will be demonstrated in section VI.2.3, when assessed in its
entirety, the content of [Dell Executive]'s testimony to the US FTC is fully compatible
with the Commission's conclusions on the nature of Intel's conduct with regard to Dell.
Moreover, Intel has provided the Commission with a second testimony of [Dell
Executive] made in 2009 in the course of the AMD/Intel Delaware litigation. As is
described in section VI.2.3.4.3.f), that testimony did not alter the Commission’s
conclusions in this case. It is therefore highly unlikely that [Dell Executive] would have
communicated to the Commission something different and more favourable to Intel at the
meeting on 23 August 2006.

(48)  Concerning the note to the file written subsequent to the meeting with Dell and to
which Intel alleges it was refused access, the Commission notes that this is in fact an
internal document which summarises the personal impression of one of the Commission's
case-handlers at the meeting. This note was drafted six days after the meeting, and also
incorporates in at least one instance information from other sources, personal views and
provides the case-handler's views on further investigative strategy. The note was
therefore evidently not drafted for the purpose of being countersigned or agreed by any
other attendees of the meeting (and indeed it never was) and was not meant to become at
any point in time part of the facts (inculpatory or exculpatory) resulting from this
investigation. Rather, the function of this note was, as is also evident from the way the
case-handler treated it, to be an aide mémoire for himself and for other members of the
case-team in preparing further investigative measures. As Intel was informed by the
Hearing Officer, there is no legal right to access to such internal documents.”* Despite
the absence of any legal duty on the part of the Commission to provide access to this
internal document, a non-confidential version thereof was provided to Intel as a matter of
courtesy and in order to dispel any doubts about the nature of that document and of the
meeting mentioned in it. The Commission gave Intel an opportunity to provide its
comments on the document.”

> Letter from the Hearing Officer to Intel of 7 May 2008.

> Letter from the Commission to Intel of 19 December 2008, paragraph 9 and annex 3.

23




(49) 1t is also not correct that the Commission would have covered up the fact that a
meeting with Dell had taken place on 23 August 2006.°° While Intel was aware of the
meeting as a result of its access to the file,”’ the Commission had initially not informed
Intel of the existence of that note, as the case team considered that given its internal
nature (described above in recital (48)), it was not part of the file. In the course of the
access to file procedure, the Hearing Officer overruled that initial position by decision of
7 May 2008 and asked that the note be placed in the file, but at the same time denied
Intel access to the note on the basis that the document was internal and therefore not

accessible.
2. [...]
V. INTEL'S FAILURE TO REPLY TO THE SUPPLEMENTARY STATEMENT OF

OBJECTIONS OF 17 JuLy 2008 AND TO SUBMIT COMMENTS ON THE COMMISSION
LETTER OF 19 DECEMBER 2008 WITHIN THE DEADLINES SET BY THE COMMISSION

(53) As described in section II.1, the Commission originally set Intel a deadline of 8
weeks to submit its reply to the 17 July 2008 SSO.”® This deadline was extended to 17
October 2008 by the Hearing Officer.”

(54) On 10 October 2008, Intel lodged an application with the Court of First Instance
(CFI) seeking inter alia the annulment of the deadline extension to 17 October 2008.
Intel further applied for interim measures to suspend the Commission's procedure
pending a ruling of the CFI on its substantive application and to extend the deadline to
reply to the 17 July 2008 SSO.°!

(55) Intel did not supply a reply to the 17 July 2008 SSO by the extended deadline of
17 October 2008.

(56) On 27 January 2009, the President of the CFI issued an Order rejecting Intel's
application for interim measures on the ground that Intel's application was prima facie
manifestly inadmissible. This rejection included the rejection of Intel's request for an
extension of the 17 October 2008 deadline to reply to the 17 July 2008 SSO. The Order
sets out that "in order to have access to all the information it needs to properly conduct

26 As inferred by Intel in paragraph 750 of its submission of 5 February 2009 related to the 17 July

2008 SSO.

37 As admitted by Intel in paragraph 745 of its submission of 5 February 2009 related to the 17 July

2008 SSO.

¥ Letter from the Hearing Officer to Intel of 7 May 2008.

39 Letter from the Commission to Intel of 17 July 2008.

60 Letter from the Hearing Officer to Intel of 15 September 2008.

o1 Letter from Intel to the Commission of 13 October 2008.
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the administrative procedure, it is a possibility available to the Commission to grant
such an extension in order to allow Intel to serve a reply to the SSO, even though Intel
has not complied with the time-limit initially laid down, or to take into account written
submissions in response to the SSO received after that time-limit."®* On 3 February 2009,
Intel withdrew its application in Case T-457/08. The case was removed from the register
of the Court by Order of 24 March 2009.

(57)  On 29 January 2009, Intel 'proposed' to file its reply to the 17 July 2008 SSO and
to the Commission's letter of 19 December 2008 within 30 days of the day of the Order
of the President of the CFIL.%

(58) On 2 February 2009, the Commission informed Intel by letter that the
Commission services had decided not to grant an extension of the deadlines to reply to
the SSO or to the Commission's letter of 19 December 2008, as such an extension would
not be justified given that Intel had had ample opportunity to submit such replies within
the deadlines and had chosen not to do so. The letter also indicated that the Commission
services were nevertheless willing to consider the possible relevance of belated written
submissions, provided that Intel served such submissions by 5 February 2009.%*

(59) On 5 February 2009, Intel served a written submission including observations
related to the 17 July 2008 SSO.

(60)  The remainder of this section will first explain the reasons why the Commission
considers that Intel's contentions relating to the reasons why it did not reply to the 17
July 2008 SSO by the deadline set by the Commission are incorrect and unjustified
(subsection 1). The Commission will then outline the consequences that it drew from this
failure to reply in due time as regards the nature and relevance of the Intel submission of
5 February 2009 related to the SSO (subsection 2). Finally, the Commission will address
Intel's failure to submit comments on the Commission letter of 19 December 2008 by the
set deadline (subsection 3).

1. Intel's arguments about its failure to reply to the 17 July 2008 SSO within
the deadline set by the Commission

(61) Intel essentially argues that the Commission's procedure should have been
suspended because Intel has been prevented from exercising its rights of defence.
According to Intel, this is because the Commission has refused to obtain and provide

62 Order of the President of the Court of First Instance of 27 January 2009 in Case T-457/08 R Intel v

Commission, Article 89.

63 Letter from Intel to the Commission of 29 January 2009.

64 Letter from the Commission to Intel of 2 February 2009.
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Intel with documents from, inter alia, private litigation between Intel and AMD in the
state of Delaware in the USA.® Intel alleges that these documents are likely to be
exculpatory of Intel.® In essence, Intel argues that these documents are likely to contain
information which shows that AMD had technical or commercial issues which made its
products unattractive to customers as compared to Intel, at least in certain key segments.
According to Intel, these AMD issues explain the reasons for AMD's bad performance in
certain key areas. Intel argues that its own conduct cannot be blamed.

(62) Annex 1 to the Intel letter to the Commission of 4 September 2008 provides a list
of such issues claimed by Intel. Among these are the following: "AMD's failure to
execute properly and to introduce competitive products limited its ability to compete
successfully with Intel"; "AMD's failure to provide products that satisfied the needs of
enterprise customers explains its lack of success in the corporate segment"; "AMD was
at a serious competitive disadvantage in the enterprise segment because of its inability to
offer the platform solutions required by enterprise customers"; "AMD lacked a
competitive mobile product and thus did not perform well in this rapidly expanding
segment"; "AMD did not have technological leadership over Intel but rather lagged
behind in the key parameters that were of important to, inter alia, enterprise customers",;
or "AMD's capacity constraints mean that it was not foreclosed by Intel".®’

(63) Intel argues that because of the Commission's failure to obtain the documents it
requested and provide them to Intel, "Intel's ability to exercise its rights of defence
effectively in this case will be irreparably prejudiced."®

1.1 General observations

(64) The Commission cannot accept Intel's arguments. As a general point, it should
first be noted that the Commission's file already contains a significant amount of material
which allows the Commission to form an impartial judgement on the subject matter of
the case. Secondly, even if it were the case that the Commission were required to seek
additional information, quod non, Intel's request for the Commission to obtain additional
documents was not specific enough to allow the Commission to identify documents
which might be relevant for its investigation in a proportionate manner. Moreover, the
Commission accepted to obtain from AMD and provide to Intel all documents which it
was able to specifically identify from the list that Intel outlined. To the extent that they

65 However, Intel's belief that the Commission should obtain more documents is not limited to

documents from the Delaware litigation.

66 Intel's Application in Case T-457/08, paragraph 6.

67 Intel's letter of 4 September 2008, annex 1. This is only an excerpt of all categories mentioned by

Intel, which is not intended to be exhaustive.

o8 Intel's letter of 4 September 2008, p. 1, last paragraph.
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were new, these documents had no relevance to the case. In particular, the Commission
considers that no document included any exculpatory information. All these elements
will be further developed in sections 1 to 3.

(65) In addition, the description of the categories of documents that, according to
Intel, the Commission should obtain, shows that, by their very nature, these documents
cannot be considered exculpatory for Intel. These categories relate to questions of AMD
performance (such as capacity issues, design issues). Abuse of a dominant position
pursuant to Article 82 of the Treaty is an objective concept.”’ As regards Intel's conducts
concerned by the Decision, the performance of competitors is not relevant for the
application of Article 82 of the Treaty according to the relevant case-law (see section
VIL.4.2). Similarly, as described in section VII.4.2.2.6, the as efficient competitor
analysis conducted in this case considers the capability or likelihood of foreclosure of a
hypothetical as efficient competitor (again, without reference to actual performance in
the market). Nevertheless, the Commission addresses Intel's arguments related to the
quality of AMD products, capacity and AMD market performance in this Decision
(recitals (1682) to (1736)).

(66) For the reasons specified in recitals (68) to (83), the Commission considers that it
had no obligation to obtain the documents in question.

(67) The Commission further notes that Intel has not substantiated that it exhausted all
steps available to it to provide the Commission with more documents from the Delaware
litigation. Indeed, as is specified in section VI.2.3.4.3.f), Intel was able to submit
depositions and exhibits from the Delaware litigation relating to Dell to the Commission
very quickly, thus contradicting its allegation that “the Protective Order in the Delaware
litigation prevents Intel from making use of documents produced in that matter outside

the Delaware proceedings™.”

1.2 The content of the Commission file

(68) As previously noted (see recital (37)), Intel's contention that the Commission
conducted an unfair investigation is unjustified.

(69) Moreover, the gathering of information has been impartial and even-handed
throughout the procedure. Contrary to Intel's claims, this also holds true for information
that the Commission obtained which stemmed from the Delaware case. In this respect,
following the publication online of pre-trial briefs by both Intel and AMD, on 21 May
2008, the Commission asked both Intel and AMD, by means of a request for information
pursuant to Article 18 of Regulation (EC) No 1/2003, to submit all the documents

9 Case T-219/99 British Airways v Commission [2003] ECR 11-5917, para. 241.

70 Letter from Intel to the Commission of 6 August 2008, p. 12.

27




authored by or received by Intel and AMD and which were cited in their respective pre-
trial briefs.

(70)  Although the request for the submission of certain documents in the US trial does
not in itself change any consideration of whether all documents from that trial are
relevant or not, the requested documents were most likely to contain relevant evidence.
This follows from the Order of the Delaware Court, which indicated that the pre-trial
briefs should contain each party's "main, factual contentions in support of each of the
elements of its claims or defenses".”" It should also be noted that in a letter dated 6 June
2008 Intel itself expressed the view that the documents in question were likely to provide

"a full picture of all the relevant facts".”

1.3 Intel's unspecific request

(71)  The list of documents which Intel asked the Commission to obtain from AMD
and provide to Intel is contained in an annex to a letter from Intel to the Commission
dated 4 September 2008.” The annex contains a list of 81 items which are generally not
documents, but categories of documents relating to broad subject matters, such as "all
documents relating to AMD's capacity constraints"; "all documents relating to AMD's
sales projections and actual sales figures"; "all AMD documents relating to its
performance and customer (OEM) perception in the enterprise segment"”; "all documents
relating to its delivery or design failures"; or "all AMD documents relating to AMD's
ability to coexist competitively with Intel at OEMs without retaliation". Subsequently, on
25 September 2008, Intel requested that "the Commission should, at a minimum, request
that AMD provide all internal documents relevant to the allegations in both the SO [the
26 July 2007 SO] and the SSO [the 17 July 2008 SSO]".

(72)  The categories are very broad and general. Moreover, Intel has not substantiated
that there could be exculpatory documents included. In this regard, Intel has stated,
without any specific justification, that: "there is good reason to believe, on the basis of

the documents that AMD did submit, that there are many more relevant documents,

including documents specifically relevant to the allegations in the SSO that may well be

exculpatory of Intel [underlines added]".”* In light of the above, seeking to obtain such

wide categories of documents would have in practice sent the Commission on a vague
fishing expedition for a virtually limitless set of documents, without any precise

" Order of the United States District Court of Delaware of 28 March 2008, point 7(b)

http://download.intel.com/pressroom/legal/600_Order%20t0%20submit%20preliminary%20pretrial
%?20statements_Court.pdf, downloaded and printed on 24 March 2009.

72 Intel's letter of 6 June 2008, p. 5, footnote 4.

& Intel's letter of 4 September 2008, annex 1.

“ Intel's letter of 6 October 2008, pp. 2 and 3.
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indication of the reasons why they would be exculpatory. Such an exercise is unjustified
and disproportionate, particularly in light of the nature of the investigation that has been
carried out. If the principle were accepted that, at any point in time during an
investigation, a company could de facto oblige the Commission to at any point seek
information from broad, general categories which the company claims, without
substantiation, might be exculpatory, then meaningful and timely competition
enforcement in the EEA would be severely compromised.

(73)  The disproportionate character of such an exercise was recognised by Intel itself
in connection with a motion to intervene in the Delaware litigation filed by the French
consumer organisation, UFC - Que Choisir. In a 6 June 2008 letter to the Commission,
Intel asked the Commission to oppose that motion by filing an amicus brief and argued
inter alia that: "Intel has produced the electronic equivalent of over 145 million pages in
the Delaware litigation, and AMD has produced some 45 million pages. Seventy-three
third parties, encompassing virtually every major player in the worldwide computer
industry, were subpoenaed and produced millions of pages with more being produced
over the coming months. Pursuant to 28 USC § 1782, QC [UFC - Que Choisir] is now
seeking to take this US discovery as it relates to Intel and third parties documents and
inject it, inter alia, into the Commission's pending proceedings in Case 37990. The likely
result, should QC succeed, is that the entire US discovery file (including AMD's
documents) could find its way into the EU proceedings."” and that: "Should the
Commission acquiesce in QC's § 1782 motion, it would encourage similar eleventh hour
attempts to submit large amounts of new material, which - whether intended or not -
would upset and derail Commission proceedings. For this reason alone, as a matter of
precedent, the Commission should assert its objection to the § 1782 application."”®
Intel's claim in the present proceedings is therefore in stark contradiction to the position
it adopted just several months earlier.

1.4 The relevance of the documents obtained by the Commission

(74) Intel's annex to its letter to the Commission of 4 September 2008 did include
references to a limited number of specific documents which the Commission was able to
identify. Without prejudice to their relevance to the case, as a courtesy to Intel, the
Commission obtained these documents from AMD by means of a request for information
pursuant to Article 18 of Regulation (EC) No 1/2003 dated2 October 2008 and provided
them to Intel by letter of 8 October 2008. There were 7 such documents.

(75)  The Commission's analysis of the 7 documents in question shows that they either
contain information which was already provided to Intel in the access to file exercises or

s Intel's letter to the Commission of 6 June 2008, p. 2.

7 Idem, p. 7.
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bear no relevance to its enquiry. Furthermore, none of the documents which Intel did not
already have contain the type of information which Intel claimed they would contain, and
which Intel claimed might be exculpatory, as will be shown in recitals (76) to (83).

(76)  The first document is an AMD-Lenovo statement of work agreement.”” The only
part of that document which contains substantive information relating to the allegations
in either of the two Statements of Objections in this case is its schedule C which
concerns concrete information on the planned launch of AMD-based notebooks by
Lenovo in 2006. Schedule C was already provided to Intel during the access to file
exercise for the 17 July 2008 SSO. All other parts of the document concern other aspects
of the AMD/Lenovo business relationship, such as agreements on desktop PCs, which
are not covered by the Commission's enquiry.

(77)  The second document is a study about the brand image of AMD in 2003.” It does
not refer to any conduct analysed by this Decision. Furthermore, according to Intel, this
document was supposed to be relevant in pointing to "AMD's failure to execute properly
limited its ability to compete successfully with Intel".” In reality, this document is a
study which analyses good and bad aspects of the AMD brand image. It does not in any

way address AMD "failure to execute".

(78)  The third document is a survey on the satisfaction of AMD's customers in 2002.
It does not refer to any conduct analysed by this Decision. Furthermore, according to
Intel, this document was supposed to be relevant in pointing to the fact that "AMD was at
a reputational disadvantage vis-a-vis enterprise customers".* In reality, this document is
a complex study that outlines the advantages and disadvantages of AMD from the view
of its customers. It comes to the conclusion that the overall mark obtained by AMD ({[...])
is higher than that obtained by Intel ([...]).*

(79)  The fourth document is an HP presentation on its business desktop line.*® It does
not refer to any conduct analysed by this present Decision. Furthermore, according to
Intel, this document was supposed to be relevant in pointing to: "AMD's failure to

7 "Development and marketing funding — Statement of work #4906L10121 to Goods agreement

#4905L10507 " AMD submission of 2 October 2008, annex 1.

8 "Custom Research. Brand Image tracking- Y03. Fall 2003". AMD submission of 2 October 2008,

annex 2.

7 Intel's letter of 4 September 2008, annex 1, line 13, last column.

80 "Advanced Micro Devices — Customer Satisfaction Survey". AMD submission of 2 October 2008,

annex 3.

81 Intel's letter of 4 September 2008, annex 1, line 36, last column.

82 AMD submission of 2 October 2008, annex 3, p. 6.

83 "HP" (no further readable title) . AMD submission of 2 October 2008, annex 4.
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provide products that satisfied the needs of enterprise customers explains its lack of
success in the corporate segment".* In reality, this document is an HP presentation on
the advantages of HP's business desktops, including AMD and Intel-based products. It
does not contain any statement qualifying AMD's products.

(80)  The fifth document is an IBM report on AMD's supplier performance for 2004.%
It does not refer to any conduct analysed by this Decision. Furthermore, according to
Intel, this document was supposed to be relevant in showing that: "AMD's failure to
execute and satisfy customer needs limited its ability to compete successfully with
Intel".*® However, in reality, this document gives AMD a total mark of "[...] out of 100
points” and indicates that a "score of [...] point or more is passing".?’

(81)  The sixth document is an AMD letter to [OEM].*® According to Intel, this
document was supposed to be relevant to show that "AMD was not successful with
[OEM] because it lacked a competitive mobile product. AMD also had a conscious
policy of misusing antitrust claims as part of its strategic plan to compete with Intel".*
Neither the 26 July 2007 SO nor the 17 July 2008 SO raise any objection about Intel's
dealings with [...]. Whether AMD has a general policy in respect of antitrust claims is

not relevant for the assessment of a specific complaint.

The seventh document is an AMD letter of agreement to Lenovo of 28 February 2006
about the launch of AMD-based Lenovo notebooks in 2006.”° The exact contents of this
letter were carried over in the negotiations and were finally incorporated into Schedule C
of the statement of work which was signed subsequently and to which Intel obtained
access in the access to file exercise.

(83) In view of these facts, the Commission concludes that it is all the more unlikely
that pursuing Intel's broader, general request would lead to any appreciable result
that could justify such a step, all the more so when the scale of the investigative
effort that would be required at a late stage of the procedure are considered.

84 Intel's letter of 4 September 2008, annex 1, line 36, last column.

8 "2004 AMD x-Series Supplier Performance Evaluation". AMD submission of 2 October 2008,

annex 5.

86 Intel's letter of 4 September 2008, annex 1, line 25, last column.

87 AMD submission of 2 October 2008, annex 5, p. 2.

88 Letter from [AMD Senior Executive] to [OEM Senior Executive] of 29 November 2005. AMD

submission of 2 October 2008, annex 6.

89 Intel's letter of 4 September 2008, annex 1, line 51, last column.

%0 Letter from [AMD Senior Executive] to [Lenovo Senior Executive] of 28 February 2006. AMD

submission of 2 October 2008, annex 7.
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1.5

(84)

(85)

(86)

(87)

(88)

(89)

Conclusion

The Commission therefore concludes that its file contains sufficient information,
that Intel was able to properly exercise its rights of defence and that the
Commission is able to make a sound decision on the conducts by Intel under
scrutiny.

The nature and relevance of the Intel submission of 5 February 2009 related
to the 17 July 2008 SSO

On 5 February 2009, Intel served a written submission including observations
related to the 17 July 2008 SSO and the Commission's letter of 19 December 2008.

The title of the part of the Intel submission of 5 February 2009 which relates to the
17 July 2008 SSO is 'Reply to the Supplementary Statement of Objections
submitted by Intel'. However, due to the fact that Intel chose not to reply to the 17
July 2008 SSO by the extended deadline of 17 October 2008, the Commission
cannot accept that this document be considered and treated as a reply to a
Statement of Objections within the meaning of Article 10 of Regulation (EC) No
773/2004.

In this regard, Article 10(2) of Regulation (EC) No 773/2004 provides that "The
Commission shall, when notifying the statement of objections to the parties
concerned, set a time-limit within which these parties may inform it in writing of
their views. The Commission shall not be obliged to take into account written

submissions received after the expiry of that time-limit."

As described in recitals (53) to (60), Intel did not reply to the 17 July 2008 SSO by
the extended deadline of 17 October 2008 set by the Commission. This deadline
was not further extended.

In its application for interim measures, Intel had asked the President of the CFI to
extend the deadline for the reply to the 17 July 2008 SSO, but the President of the
CFI rejected this request. In his Order, the President of the CFI noted that "in order
to have access to all the information it needs to properly conduct the
administrative procedure, it is a possibility available to the Commission to grant
such an extension in order to allow Intel to serve a reply to the SSO, even though
Intel has not complied with the time-limit initially laid down, or to take into
account written submissions in response to the SSO received after that time-
191

limit."”" In a letter of 2 February 2009 to Intel, the Commission informed Intel that

91

Order of the President of the Court of First Instance of 27 January 2009 in Case T-457/08 R Intel v
Commission, paragraph 89. Underline added.
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(90)

1)

(92)

(93)

94)

the Commission services had decided not to grant an extension of the deadlines to
reply to the 17 July 2008 SSO.

The Commission explained that such an extension would not be justified given that
Intel had had ample opportunity to submit such replies within the deadlines and
chose not to do so. The letter also indicated that the Commission services were
nevertheless willing to consider the possible relevance of belated written
submissions, provided that Intel served such submissions by 5 February 2009. The
Commission underlined that, in order to avoid undue delays, these submissions
should focus on information that was genuinely relevant for the proper conduct of
the administrative procedure and should not be unnecessarily lengthy.

Intel's 5 February 2009 written submission related to the 17 July 2008 SSO was
therefore filed some three and a half months after the deadline set by the
Commission under Article 10(2) of Regulation (EC) No 773/2004 (and more than 6
months after the 17 July 2008 SSO was issued). According to Article 10(2) of (EC)
No Regulation 773/2004, the Commission is therefore not obliged to taken into
account this written submission.

This is further supported by the fact that, as underlined by the President of the CFI
in his order, Intel "was in no way prevented — either by the contested decisions in
the main action or by bringing its action for annulment and this application for
interim measures — from preparing and submitting, in good time, its reply to the

[17 July 2008] SSO on the basis of the information available to it, at least as a
precaution, and that all the more so since the Hearing Olfficer had granted an
extension of the deadline by four weeks."*

In this respect, the Commission notes that the information available to Intel at the
time it prepared its written submission of 5 February 2009 was therefore the same
as that which was available to Intel following the issue of the 17 July 2008 SSO.
The 5 February 2009 submission could therefore have been submitted in good time
(that is, by 17 October 2008) to the Commission as a reply to the 17 July 2008
SSO. Instead, Intel chose not to submit this document by the deadline set by the
Commission. As stated in the Order of the President of the CFI, by doing so, "Intel
would merely be exercising its right to choose, of which it would have to bear the
foreseeable consequences."””

It is noteworthy that despite the Commission's indication that any belated written
submission should focus on information that was genuinely relevant for the proper
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Order of the President of the Court of First Instance of 27 January 2009 in Case T-457/08 R Intel v
Commission, paragraph 87.

Idem, paragraph 66.
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(95)

(96)

conduct of the administrative procedure and should not be unnecessarily lengthy,”
the Intel submission of 5 February 2009 related to the SSO contains 370 pages for
the main submission only,” including more than 100 pages in which Intel
primarily restates its arguments already developed in writing and orally in reply to
the 26 July 2007 SO.*

Finally, in the section entitled 'Intel's rebuttal of the SO's allegations’, Intel makes
a claim of "Abandoned Allegations".”’ According to Intel, the fact that the 17 July
2008 SSO did not seek to address Intel's evidence which Intel claimed "refutes the
SO's allegations" demonstrates that "the Commission has failed to discharge its
evidentiary burden and thus, its burden of proof." Intel therefore claims that the
Commission cannot conclude by way of a negative Decision with regard to what it
terms the "Abandoned Allegations" by addressing Intel's arguments only in a final
decision.” Intel's reasoning is incorrect. A supplementary Statement of Objections
is not a document where arguments in a response to a Statement of Objections are
generally addressed (nor indeed is a letter such as the Commission's letter of 19
December 2008 in which the Commission invited Intel to comment on specific
items of evidence that the Commission might use in a potential final Decision).
Throughout this procedure, Intel has been afforded every opportunity to make
known its views on the Commission's preliminary conclusions in its two
Statements of Objections. Its arguments are addressed extensively in this Decision.

Despite not being obliged to take into consideration the Intel submission of 5
February 2009 related to the SSO, the Commission has nevertheless decided, for
the sake of good administration, to assess whether the said submission contains
material which calls into question the preliminary conclusions set out in the 26 July
2007 SO and the 17 July 2008 SSO.

94
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98

See recital (90).
Plus two expert reports of respectively 150 and 34 pages, excluding annexes, and 320 annexes.

Intel submission of 5 February 2009 related to the 17 July 2008 SSO, section III entitled 'Intel's
rebuttal of the SO's allegations'.

Intel submission of 5 February 2009 related to the 17 July 2008 SSO, section III entitled 'Intel's
rebuttal of the SO's allegations', paragraphs 439-441. Intel makes a similar argument in its
submission of 5 February 2009 related to the Commission letter of 19 December 2008, see footnote
55.

"Thus, if the Commission were to render a final decision in respect of the Abandoned Allegations
based on the SO and the SSO (i) without addressing Intel’s rebuttal arguments, or (ii) by
addressing Intel’s rebuttal arguments only in the final decision, without giving Intel the opportunity
first to rebut them in the administrative procedure, i.e., by the issuance of a new or supplementary
SO, the Commission would violate Intel’s right of defence". Paragraph 440 of Intel submission of 5
February 2009 related to the 17 July 2008 SSO.
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97)

(98)

(99)

The Commission has reached the conclusion that this is not the case. Because of
the nature of the document as outlined above, the Commission is not obliged in this
Decision to include a detailed description and assessment of each of the relevant
arguments in Intel's submission of 5 February 2009 related to the 17 July 2008
SSO. Nevertheless, the Commission has in this Decision undertaken such an
analysis focusing in particular on the most prominent of the arguments in Intel's
submission of 5 February 2009 related to the 17 July 2008 SSO, in particular in
certain situations where Intel adduces new documents or elaborates new reasoning
which it claims invalidate the Commission's preliminary conclusions. This
Decision also addresses instances where Intel presents its own interpretation of
documentary evidence described in the 17 July 2008 SSO in order to show that
such Intel interpretations are not reasonable, in particular when taken in the context
of all the evidence in the file.

Intel's failure to reply to the 17 July 2008 SSO by the extended deadline of 17
October 2008 and Intel's decision not to request an oral hearing on the 17 July 2008
SSO before February 2009 impacted the Hearing Officer's decision to reject Intel's
request for an oral hearing on the 17 July 2008 SSO.” On 17 February 2009, the
Hearing Officer recalled that "[a] subjective right to have an oral hearing exists
until the end of the deadline to reply to the statement of objections".'™ A belated
request for an oral hearing thus obliges the Hearing Officer to exercise his or her
discretion. After having taken note of the position of the Commission services
expressed in the letter of 2 February 2009 (see recital (24)), and having evaluated
all of Intel's arguments, the Hearing Officer took into account more general issues
of fairness and the need for a proper and timely conduct of the procedure when
concluding that: "granting Intel an oral hearing under these circumstances and at
this stage of the procedure would risk causing serious difficulties in the proper and

n101

timely conduct of this procedure."”” The Commission confirms this evaluation and

the Hearing Officer's decision to reject a second oral Hearing.

The reasons described for the Commission's decision not to grant an extension of
the deadline to reply to the 17 July 2008 SSO and not to grant an oral hearing are
based on the specific circumstances of the case. In addition to these specific
circumstances, it is important to highlight the implications that accepting Intel's
request for a deadline extension would have had on the Commission's ability to
discharge the mission of enforcing EC competition policy, of which it is entrusted
by the Treaty. Accepting Intel's claim would have implied that a company could de
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Letter from the Hearing Officer to Intel of 17 February 2009.
Idem.

Idem.
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facto delay sine die any Commission competition case with no practical downside
by merely claiming that more documents have to be obtained by the Commission,
without any precise references to them.

(100) Indeed, this case is not unique in that respect. Any incriminated party under a

3.

procedure run by the Commission may at any moment in time, including after the
expiry of a deadline to reply to a Commission Statement of Objections, ask the
Commission to obtain "all internal [complainant] documents relevant to the
allegations in (...) the SO", as Intel did in the case at hand, and to grant it further
time to reply to a Commission Statement of Objections after such documents have
been provided.'® The same applies, as was the case in the present instance, if, (at a
very late point in a procedure), a company maintains that it has the right to an oral
hearing even though it has chosen not to request such a hearing (in its reply to a
Statement of Objections) within the time-period set in accordance with Regulation
(EC) No 773/2004 and confirmed by the Hearing Officer. If such requests were to
be accepted, this would in effect give parties control over the timeline of
Commission procedures, thereby frustrating the possibility for the Commission to
ensure an effective enforcement of competition rules, and eventually increasing the
risk of irreversible damage to the competitive process on the markets affected.

Intel's failure to reply to the Commission letter of 19 December 2008 by the
deadline set by the Commission and its consequences

(101) On 19 December 2008, the Commission sent Intel a letter drawing Intel's attention

to certain specific items of evidence relating to the Commission's existing
objections which the Commission indicated it might use in a potential final
Decision. The Commission set Intel a deadline of 19 January 2009 to provide

comments on these items. This deadline was extended to 23 January 2009.'"

(102) Intel failed to provide comments on the Commission's letter of 19 December 2008

by the extended deadline of 23 January 2009. This was confirmed by Intel's

104
9,

counsel on 27 January 200 after the Commission had asked Intel about the

105
matter.

102

103

104

105

See recital (71).
Letter from the Commission to Intel of 16 January 2009.
Email from Intel to the Commission of 27 January 2009, entitled 'CONFIDENTIAL Case 37.990'".

Email from the Commission to Intel of 26 January 2009, entitled 'Case 37.990'.
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(103) Intel did not provide any reasons why it considered it was entitled not to reply to
the 19 December 2008 letter by the set deadline.'*

(104) The Commission considers that the reasoning set out in recitals (86) to (97)
concerning the Intel submission of 5 February 2009 related to the 17 July 2008
SSO applies, by analogy, to the Intel submission of 5 February 2009 related to the
Commission letter of 19 December 2008. The Commission has therefore assessed
both submissions in accordance with the same principles, and refers to them in the
same way in this Decision.

V. THE PRODUCTS CONCERNED BY THE DECISION

(105) This section describes the products concerned by this Decision. Most of this
section was originally described in the 26 July 2007 SO (Section II thereof). Intel
has not substantively commented on the description.

1. CPUsasapart of the computer

(106) The products concerned by this present Decision are microprocessors, which are
also known as Central Processing Units (CPUs).

(107) The CPU is the device that interprets and executes instructions.'”” CPUs generally
comprise millions of transistors that process data and control other devices in a
computer system, and are therefore the core of a computer.'” The CPU has the
ability to fetch, decode and execute instructions and to transfer information to and
from other resources over the computer's main data-transfer path, the bus. The CPU
is the computer's "brain".'” Sometimes, the term "CPU" encompasses both the
processor and the computer's memory.

106 By letter of 27 January 2009 to the Hearing Officer, Intel informed the Hearing Officer that it

disagreed with the Hearing Officer's decision not to grant an extension to submit comments on the
Commission letter of 19 December 2008 beyond 23 January 2009, and informed the Hearing
Officer of its intent to appeal this decision (as well as other decisions by the Hearing Officer) to the
CFI and "fo take such steps as it considers appropriate to preserve its position in the interim,
including, pending resolution of Intel's appeal, a request for interim measures suspending the
Commission's proceedings in Case 37.990 insofar as they relate to the SO." To the Commission's
knowledge, Intel has, however, not followed up in this regard.

107 Microsoft Computer Dictionary, 5t edition, Redmond, USA, p. 132.

108 See for example Intel’s SEC Form 10-K Annual Report of 27 February 2006 for the fiscal year

ended on 31 December 2005, downloaded and printed on 14 January 2009 from
http://www.sec.gov/Archives/edgar/data/50863/000089161806000089/f12963e10vk.htm, p. 2; and
AMD’s SEC Form 10-K Annual Report of 27 February 2006 for the fiscal year ended 25 December
2005, downloaded and printed on 14 January 2009 from
http://www.sec.gov/Archives/edgar/data/2488/000119312506040130/d10k.htm p. 3.

19 Idem.

37



http://www.sec.gov/Archives/edgar/data/50863/000089161806000089/f12963e10vk.htm on 7 June 2006
http://www.sec.gov/Archives/edgar/data/2488/000119312506040130/d10k.htm

(108) The set of hardware lines used for data transfer among the components - the CPU

and other parts of the computer for example - of the computer system is called a
"bus". It consists of specialised groups of lines that carry different types of
information (memory, data, signals, etc.). Buses are characterised by the number of

bites they can transfer at a single time.' "

(109) CPU performance is a key component in the overall performance of a computer.'"!

2.

2.1

In terms of the cost, a CPU is the component which represents the most significant
proportion of a computer’s cost. According to one study, it ranges between [...]%
and [...]% of the final cost of a computer (generally speaking, the higher the
specification of the computer, that is, the more sophisticated the computer is, the
higher the share of the cost accounted for by the CPU).'"?

CPU production

Manufacturing process

(110) CPUs are manufactured in production facilities called “fabs”. These are big

semiconductor foundries that produce millions of CPUs per month. CPUs are
manufactured in a “cleanroom”, which is an ultra-clean environment that
minimises the presence of specks of dust which could otherwise ruin thousands of
CPUs.'" Three different types of facilities (a wafer fabrication facility (“Fab”), an
assembly facility and a test facility) are required for the production of CPUs. A fab
is required to manufacture semiconductor wafers containing numerous integrated
circuits, an assembly facility is required to separate the semiconductor wafers into
functioning individual CPU chips and put them into packages so that they can be
electrically connected to a circuit board in the end-product, and finally, a test
facility is required to ensure that the assembled package meets the product

specifications.'"*

110

111

112

113

114

Idem.
See AMD’s SEC Form 10-K Annual Report of 27 February 2006, op. cit.

See RBB Economics, "Abuse of Dominance in the Market for x86 Processors", 15 September 2006,
(the "RBB paper"), pp. 51-52. Reference to Mercury Research, Inc. Dean McCarron report on
Desktop PC Build Costs, Updated edition 2Q2006.

See http://www.intel.com/education/cleanroom/index.htm, and
http://www.intel.com/education/cleanroom/index.htm, downloaded and printed on 14 January 2009.
The manufacturing process itself is complex: a silicon cylinder is sliced in “wafers”, which are
ultra-thin pizza sized disks. They are progressively engraved with various layers of coatings (for
example silicon dioxide, ultraviolet light, chemicals) circuitry and transistors. In this way, hundreds
of identical “dies” (that is to say CPUs) are created on a single wafer.

IBM submission of 3 July 2006, p. 2.
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http://www.intel.com/education/cleanroom/index.htm
http://www.intel.com/education/cleanroom/index.htm

(111) The equipment installed in a cleanroom constitutes the largest share of the capital
expenditure and is only purchased and installed as required by demand. This is
done in order to optimise return on investments, and to only commit to the capital
expenditures that are necessary to meet customer demand. Consequently, the
cleanroom space of a fab may originally be built to accommodate more equipment
than that which has been installed.'"

(112) CPUs are punched out of a circular thin slice of semi-conducting material (wafer).
The wafer diameters currently used in CPU production are 200 and 300 mm. The
piece of material that is punched out is called a "die".''®

(113) During the manufacturing process, each CPU is equipped with circuitry. The
smaller the circuitry, the better performing the CPU is. In 2006, circuitry sizes
ranged between 65 and 90 nanometres.''’

(114) Certain technological steps such as the increase of wafer size or the production of
smaller circuitry require entirely new equipment and, thus, significant

. 118
mvestment.

2.2 Production capacity

(115) Building and running a fab is a risky and expensive investment. It takes several
years to construct and ramp up a fab,'"” and the cost of a complete state of the art
fab is circa USD 2 000 — 3 000 million. Moreover, the fixed costs of running a fab
are very high."*® According to IBM, the "[...]""*!

(116) The potential capacity of a fab varies depending on whether more output is needed
in the short, medium or long term. Capacity utilisation of cleanroom space under
normal circumstances ranges between 75% and 100%. The lower of these two
values is due to the efficient scale within the fab that requires the use of around

13 See AMD submission of 27 June 2006.

116 See http://computer.howstuffworks.com/motherboard.htm/printable, downloaded and printed on 14

January 2009 See also McGregor, J., "Intel Manufacturing Capacity and Die Cost", In-Stat Report,
August 2005, p. 12.

17 See AMD submission of 27 June 2006.

18 See AMD submission of 27 June 2006.

9 [n-StatMDR “Intel CPUs Service — Manufacturing Capacity and Die Costs”, July 2004, p. 12.

120 Gee complaint of AMD against Intel in the United States District Court for the District of Delaware,

filed on 27 June 2005, at paragraph 27. Complaint at: http://www.amd.com/us-
en/assets/content_type/DownloadableAssets/AMD-Intel Full Complaint.pdf, downloaded and
printed on 14 January 2009.

21 {BM submission of 3 July 2006, p. 2.
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http://www.amd.com/us-en/assets/content_type/DownloadableAssets/AMD-Intel_Full_Complaint.pdf
http://www.amd.com/us-en/assets/content_type/DownloadableAssets/AMD-Intel_Full_Complaint.pdf

75% of the cleanroom space.'*

Within that range, the manufacturer can increase
production in the short run (maximum six months) by fine-tuning production
processes and bringing back online previously retired facilities. Through this
process, the manufacturer might also be able to exceed the "maximum" 100%
cleanroom capacity by up to 5%.'*> Within an even shorter time-span (practically
at any point in time), production can be switched from one type of CPU to another

type of CPU."**

(117) In the middle term (six months to one year), significant'>’

possible by outsourcing production to independent foundries or by adding

capacity increases are

equipment to existing facilities.

(118) In the long term (approximately three years), capacity increases are possible by
building an entirely new fab.'?® It may also be possible to add cleanroom space to
an existing facility within a period shorter than 3 years.

(119) Intel's arguments related to AMD capacity are dealt with in section VI1.4.4.3.

3. CPUsin the market

(120) Both Intel and AMD manufacture CPUs which are primarily destined for different
segments of the computer industry. The main segments are desktop computers,

127
laptop computers and server computers.

Desktop and laptop computers are
sometimes collectively referred to as “client” PCs. CPUs used in computers can be

sub-divided into two categories: the x86 and non-x86 architecture.

3.1 x86 architecture CPUs

(121) The x86 instruction set for CPUs derives from a decision made in the 1980s by
IBM, which at the time was de facto defining PC standards. At the time, IBM
chose Intel’s CPUs for its PCs. The Intel CPU instruction set was known as the x86
instruction set on the basis of Intel’s naming convention for its CPUs. At the same
time, IBM chose Microsoft’s Windows, which was compatible with the x86
instruction set, as its chosen PC operating system (the software which controls a

122" See AMD submission of 27 June 20006, p. 5.

12 See AMD submission of 26 January 2006.

124 In-Stat "Intel Manufacturing Capacity and Die Costs", August 2005, p. 8.

125 For AMD up to 25 %, see AMD submission of 26 January 2006, p. 4.

126 1n-StatMDR “Intel CPUs Service — Manufacturing Capacity and Die Costs”, July 2004, p. 12.

127 Higher-powered computers which serve desktop and laptop computers (for example by allowing

them to share files on a certain network).
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computer). Successive generations of PCs used CPUs known as 8086, 286, 386,
486 etc., leading to the commonly used denomination of “x86” architecture CPUs.
The Intel x86 CPU is built on the basis of the so-called Complex Instruction Set
Computers ("CISC") architecture.'*®

(122) Both the Windows and the Linux operating systems are compatible with the x86
instruction set; however, Windows is primarily linked to x86 instruction sets, while
versions of Linux are also compatible with non x86 designs.

(123) Intel and AMD are the main manufacturers of x86 architecture CPUs. Apart from
Intel and AMD, the only other x86 CPU vendors in recent times have been VIA

130

Technologies, Inc. ("VIA")'®, with the C7 processor family,"”" and Transmeta

Corporation ("Transmeta"), with the Crusoe processor family."!

(124) VIA is a “fabless” supplier, meaning that VIA does not have any production or
manufacturing facilities, but instead subcontracts the manufacture of its products to
third party fabs.'*?

(125) Transmeta, amongst other activities, develops CPU and semiconductor
technologies. However, Transmeta ceased x86 CPU production in the first quarter

of 2005, and is no longer active in the market.'”?

3.1.1. Market exits

(126) Prior to 2000, a number of other companies manufactured x86 CPUs. These
companies included IDT, Rise Technology, SGS-Thomson, IBM and Texas
Instruments. None of these companies manufacture x86 CPUs any longer."**

(127) On 7 October 2008, AMD announced a significant restructuring of its organisation.
AMD's two fabs as well as related assets and intellectual property rights will be
transferred to a new company, provisionally named "The Foundry Company".

128 See http://searchsmb.techtarget.com/sDefinition/0,290660.sid44 _gci213854.00.html, downloaded

and printed on 14 January 2009.

29 2003, VIA settled its long-time patent and monopolisation disputes against Intel in the UK in

exchange for an extensive cross-licence agreement with Intel for 10 years.

130 Although VIA, on p. 1 of its submission of 7 July 2006, makes clear that it does not manufacture

x86 CPUs, but outsources production to third parties.

131 http://www.transmeta.com/corporate/index.html, downloaded and printed on 14 January 2009.

132 [...]- (See Mercury Report “PC Processors and Chip Sets — Updated Edition 3Q2006”, pp. 3-107).

33 See Transmeta’s SEC Form 10-K Annual Report for the fiscal year ended 31 December 2005, pp.

3-4, at http://www.sec.gov/Archives/edgar/data/1001193/000095013406005322/f18553e10vk.htm,
downloaded and printed on 14 January 2009.

134 Mercury Report “PC Processors and Chip Sets — Updated Edition 3Q2006”, p. 3-3.
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