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1 Complaint paragraphs 10, 11, and 15.
2 Complaint paragraph 16e.

programming, or other entertainment or
educational, graphic media.
Entertainment graphics workstations are
computer workstations compatible with
entertainment graphics software.

The Complaint alleges that the
entertainment graphics workstation and
software markets are extremely
concentrated with SGI the dominant
provider of entertainment graphics
workstations, with over 90% of the
market. According to the complaint,
although various other companies
manufacture workstations, most
entertainment graphics software was
developed for use on SGI workstations
and is available only for SGI
workstations. The complaint further
states that alias and Wavefront compete
principally with SoftImage Inc., a
subsidiary of Microsoft Corp, and that
other developers and producers of
entertainment graphics software
produce particular software tools that
are used as complements rather than
substitutes for the product suites offered
by Alias, Wavefront and SoftImage, or
produce software suites that have found
limited customer acceptance relative to
the entertainment graphics software
offered by Alias, Wavefront and Soft
Image.

The complaint further alleges that
Alias, Wavefront, and SoftImage are the
industry standards, and the ability to
run Alias, Wavefront, or SoftImage
entertainment graphics software is
critical for any computer workstation
manufacturer to compete successfully in
the entertainment graphics workstation
market. According to the complaint,
before the proposed acquisitions, Alias
negotiated with manufacturers of
workstations, other than SGI, to port its
entertainment graphics software
products to those manufacturers’
workstation platforms. The complaint
alleges that the effect of such
agreements, if consummated, would be
to enable such workstation
manufacturers to compete in the
entertainment graphics workstation
market. Also, according to the
complaint, before the proposed
acquisitions, SGI maintained an open
software interface for its entertainment
graphics workstations, sponsored
independent software developer
programs and shared with developers of
entertainment graphics software
advance information concerning new
SGI products to facilitate and promote
competitive development of
entertainment graphics software.

The Commission complaint also
alleges that the acquisition would have
anticampetitive effects an would violate
Section 7 of the Clayton Act and section
5 of the Federal Trade Commission Act.

The Commission alleges further that
anticompetitive effects of the
acquisitions may include, among other
things, a foreclosure of workstation
producers other than SGI from
significant, independent sources of
entertainment graphics software; SGI
gaining proprietary, competitively
sensitive information pertaining to other
workstation producers if such
workstation producers are able to get
Alias or Wavefront entertainment
graphics software ported to their
workstations; a foreclosure of, or an
increase in costs to, competitors to Alias
and Wavefront in the entertainment
graphics software market in developing
software for use in connection with
future entertainment graphics
workstation products developed by SGI;
and causing consumers to pay higher
prices for, or reducing innovation
competition among producers of,
entertainment graphics software and
workstations.

The agreement containing consent
order would, if finally accepted by the
Commission, settle charges that the
acquisition may substantially lessen
competition in the entertainment
graphics software and hardware
markets.

The order, accepted for public
comment, contains provisions requiring
SGI to enter into a Commission-
approved porting agreement, by March
31, 1996, with Digital Equipment Corp.,
Hewlett-Packard Corp., IBM Corp. or
Sun Microsystems, Inc., or another
Commission-approved platform partner,
and port Alias’s two major
entertainment graphics software
programs, AnimatorTM and
PowerAnimatorTM, and their successor
programs. The porting agreement, to be
approved by the Commission, will be an
independent contract between SGI/Alias
and a platform partner. The order
requires, however, that the porting
agreement contain provisions requiring
SGI to exercise reasonable best efforts to
optimize the operation of the
entertainment graphics software in the
context of the platform partner’s
computer systems; requiring SGI to port
the entertainment graphics software as
soon as reasonably practicable after the
porting agreement is entered and
receives the approval of the
Commission; and stating the method in
which the ported entertainment
graphics software shall be sold and
marketed on terms competitive with
those applicable to entertainment
graphics software compatible with SGI’s
computers. The order requires an
information firewall, specifically
prohibiting the exchange of non-public
information between the platform

partner porting the Alias software and
those SGI/Alias employees not
participating in the porting procedures.
The purpose of the porting agreement
and the porting of Alias software is to
remedy the lessening of competition
resulting from the acquisitions as
alleged in the Commission’s complaint.

The order also requires SGI to
maintain an open architecture and
publish its application programming
interfaces. Additionally, pursuant to the
order, SGI is required to refrain from
discriminating against those software
companies, other than Alias and
Wavefront, that develop software for the
SGI platform by continuing to maintain
a software development program with
no less favorable terms than those
development programs SGI maintains
for software developers who develop
software for applications other than for
entertainment graphics. The purpose of
the open architecture and non-
discrimination provisions is to allow
entertainment graphics software
developers and producers to develop
and sell entertainment graphics software
for use on SGI’s computers and
operating systems in competition with
SGI, and to remedy the lessening of
competition resulting from the
acquisitions as alleged in the
Commission’s complaint.

The purpose of this analysis is to
facilitate public comment on the
proposed order, and it is not intended
to constitute an official interpretation of
the agreement and proposed order or to
modify in any way their terms.
Donald S. Clark,
Secretary.

Dissenting Statement of Commissioner
Mary L. Azcuenaga in Silicon Graphics,
Inc., File 951–0064

The proposed complaint in this
matter alleges that the two companies
that Silicon Graphics proposes to
acquire, Alias and Wavefront, are two of
the three leading developers and sellers
of entertainment graphics software in a
highly concentrated market in which
entry is difficult and time consuming.1
The Commission alleges, and I agree,
that the elimination of competition
between Alias and Wavefront will
substantially lessen competition in
violation of section 7 of the Clayton
Act.2 The evidence persuades me that
the Commission has a strong case under
section 7 based on this horizontal
combination, and the obvious course of
action would be to challenge the
acquisitions on this basis. Such a
challenge, if successful, would leave


