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$16-Million Will Be Paid for
Subsidiary—Effect of Pact
on U.S. Case a Question

By WILLIAM D. SMITH

The Control Data Corporation
and the International Business
Machines  Corporation  an-
nounced yesterday settlement
of Control Data’s antitrust suit
against the computer giant, and
ILBM.'s subsequent counter-
claims, ‘

The agreement calls for LB.M
to sell its Service Bureau Cor-
poration subsidiary to Control
Data for $16-million in cash. It
also provides for payment over
the next 10 years by LB.M, to
Control Data of about $60-mil-
lion for various expenses and|
services, ‘

Control Data, based in Min.|
neapolis, is the nation’s fifth|:
largest manufacturer of compu-|
ters and is responsible for about
4.5 per cent of the installed|
value of data processing equip-|:
ment in the United States,|
mostly in the large-scale seg-|
ment of the market, The com.|:
pany was established in 1957, |

Suit Was Filed in 1968 !

Control Data’s suit against|
LB.M. was filed in March 1968,
10 months before the Govern.|
ment’s antitrust suit against|
LBM. Control Data charged|
ILBM. with violation of anti-
trust laws during the mid-|
1960's with regard to marketing|
large-scale  computers, and
LBM’s counterclaims accused
Control Data of similar viola-
tions. ,

A trial date of Nov. 5, 1973,]
had been set for the case in af
Federal court in Minnesota.

Yesterday's settlement came!
as a surprise to many industry
observers, partly because of the:
vigorous opposition to LB.M.’si'
dominance that William C. Nor-|:
ris, Control Data’s chairman,!
has often stated. !

‘Timely and Conclusive’

A major question now is
what effect the Control Data
settlement will have on the
Department of Justice’s anti-
trust suit against ILB.M. The
Government's suit was filed in
January of 1969 and has relied
heavily on information ob-
tained by Control Data.

The Justice Department’s}
suit is considered one of the
most important antitrust ac-
tions because -of the size and
importance of the computer
industry.

The Department of Justice
declined yesterday to comment
on the Control Data Settlement,

In a letter to sharehold-
ers yesterday, Mr. Norris
commented:

“The decision to file a law-
suit in 1968, although difficult
at the time, has now proved
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ment decisioﬁs\’in our' history.
‘We are extremely pleased with

the. settlement. It .was fair andjleast

our company.'will achieve sub-
stantial  long-term  benefits
from the business transactions.”

“Frank 'T.:Cary, chairman,
president and, chief executive
officer of LB.M.,, said:

«“I am gratified with the set-
tlement  reached with Control
Data. This suit has gone on for
oyer four years and has repre-
sented a significant and grow-
ing expenditure of management
time and legal expense. This
settlement is timely and conclu-
sive and it gives fair value to
both sides.”

Mr. Norris also commented:

. “There have been significant
benefits resuiting from the fil-
ing of our suit against LB.M.
not only to Control Data but
td the computer. industry. In
addition to possibly inducing
the Government to take action
against 1.B.M, and to providing
substantial assistance to -the
Government in its lawsuit, we
found that IB.M. marketing
pressures that we have chal-
lenged lessened considerably.”

‘In addition to selling its
Sérvice Bureau Corporation
subsidiary to Control Data,
LB.M. has agreed not to engage
in the data service business in
the United ‘States for six years.
Sérvice Bureau was created by
IB.M’s 1956 consent decree
with the :Justice Department
that "required that the giant
computer company’s processing
of* other people’s data be han-

dled-by a separate subsidiary.|

‘The Service Bureau Corpora-
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processed. In recent yedsyiffah charged to I.B.Ma@@dlation, a group of periph.
service centers have be¢ome Mnd materials basi#apaduipment - manufacturers,
DAt 218 g¥pected to amount dajdffhat the settlement indi-

operations where custofiers A that “Control Data is
the data and output ate {Fhs-agreement also cg} ”lfo will achieve the larger
LB.M, has contracted ‘power.”
reau, as a subsidiary o 51 the computer ingyg Report, a trade paper,
the range of $5-millionjg amount of $15- gress along several ave-
for the next five year 0;.%%%895 and leg$515fm.lgw) He noted that the Serv-
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connected by remote tEiAdlk @ year over théamext ¢

with a cen’%,ral comp fb¥eay@ars. CO%ent the Justice Depart-
mitted back and forfhxtewston of worldwide f restructuring the com-
communications lines. |cross-licensing agreemens; ndustry by. reduction of
tinuing use of data p. g%?ﬁg%gag fg!iﬁ I'B'M_' ‘Clearing: the Air'
services from the Seryic - y es Peacock of EDP In-
Data, and the minimum sFisedly, 1B.M. has alscowsainted that the agreement
charges are expected it heillh reimburse ControYabatgrs to be clearing the air
has agreed to leave it h . . eau Corporation had not
ment installed with ' ighly informed i a particularly profitable

Bureau for six months Qa8esNer, who asked noty rEB ion for LB.M. and that
rental charges, This amadettified, described Go t be better off in Con-
a subsidy of between $Zuilien| action as a ‘‘capolit.Data hands because it
and $5-million, accor¢ie addled, “I guess Bill Werld not be under the con
outside observers. sttaints of the 1956 consent
Industry observers generzﬂly decree against I.B.M,
thought the settlement terms - During the last few years,
would prove beneficial to both Control Data has been empha-
LB.M. and Control Data. sizing the service segment of
David R. Caplan, senior com- the business and has its own
puter analyst for the broker- organization called Cybernet.
age house of Auerback, Pollak The Service Bureau Corpora-
and Richardson, commented, tion has about 40 offices in the
“It's clearly a plus for both United States and in 1972
parties, I.B.M. has, a big thorn earned about $1.5-million after
out of its side and- Control taxes on sales of $63-million.
Data appears to have a very Dan Mandresh of Alliance
good deal on the Service Bu- Institutional Services believes
reau Corporation.” the settlement will allow I.B.M.
The agreement also calls for to concentrate all its energies

L.B.M. to provide for reimburse- on the Government action
ment to Service Bureau for re- against it. . . )

tirement and other fringe bene- Anothgr antitrust suit against
fits of current Service Bureau LB.M.,, filed by the Telex Cor-
employes of approximately poration, is scheduled to come
$2.6-million a year for 10 years. to trial in April. Stephen J.
Under the terms of the agree- Jatras, president of Telex, de-
ment, 1.B.M. has also granted clined to comment on the Con-

four five-year research and de- trol Data settlement.
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