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ANSWER OF MSC.SOFTWARE CORPORATION

Respondent MSC Software Corporation (“MSC”) answers the Federal Tradg Comimission’s
Administrative Complaint (“Complaint”) as set forth below:

INTRODUCTION

The allegations of competitive hanm in the Complaint are meritless. Rather than threatening
to lessen competition substantially as alleged i1 the Complaint, MSC's 1999 gequisition of two
small, declining firms, Computerized Structural Analysis and Research Corporation (“CSAR™)y and
Universal Analytics, Inc. (“UAT”), enhanced consumer welfara.

The Complaint’s allegations are premised upon an unsustainable product market definition,
The Complaint alleges the existence of a separate, relevant product market for advanced
NASTRAN-based solvers. The Carmnplaini’s narrow product market definition ignores the robust
competition MSC faces from other firms in the CAD/CAE industry that disciplines MSC’s prices
and spurs MSC to improve product support and innovate. Certrary to the Complaint’s allegation
that M3C was the “dominant competitor with a marketshare of 90 percent,” MSC had otly a small
share of any properly-defined product market.

At the time MSC acquired UAI and CSAR, on June 24, 1999, and November 4, 1999,
respectively, they were smal! firms with declining revenues and lirnited capabilities to compete with
anyome. CSAR had negative net equity and saw itself as “totally unsuited to play™ in the “fast-
changing” marketplace, Likewise, UAT observed that “common sense™ dictated thalt UAI “extt the
market” because it lacked the resources necessary to be competitive. Two vears afler the
transactions closed, there is ne credible evidence of any competitive harm.

Inresponse to all paragraphs of the Complaint, MSC denies each and every allegation except
to the extent that such allegation is expressly admitted herein,



RESPONDENT MSC.SOFTWARE CORPORATION

l. MSC adrmits the allegations of paragraph 1.

2. MSC admits that in the fiscal year which cnded December 31, 2000, MSC had
revenues of approximately $1 78 million. MSC admits that it has developed and sold a produet called
MSC.NASTRAN to some customers who design, manufactere, and/or sell acrospace, automotive,
and ather manofaciured products. MSC denies the remaining allegations of paragraph 2.

3. MSC admits the aliegations of paragraph 1.

THE ACQUISITION OF UNIVERSAL ANALYTICS, INC.

4, MSC admits the allegations of paragraph 4.

5. MSC denies the allegations of paragraph 5,

&, MSC admits the allegations of paragraph 6.

THE ACQUISITION OF COMPUTERIZED STRUCTURAL
ANATLYSIS & RESEARCH CORPORATION.

7. MSHC admits the allegations of paragraph 7.
8. MSC.denies the allegations of paragraph £,
g MEC admits that on November 4, 1999, MSC acquired CSAR for approximately 10
million.
TRADE AND COMMERCE
10. MSC admits that developers of new industrial and consumer products may use — but

do not have to use — computer-gided enginsering analysis to gsimulate and evaluate the robustness

of new product designs.



1. MSCadmits that “finite clement analysis™ (“FEA™) may be used — but does not have
to be used — in some product development processes. MSC dentes the remaining allegations of
paragraph 11.

12. MSCadmits that FEA solvers can perform finite element analysis and can be applied
ta different types ol enpineering problems. MSC denies the remaining allepations of paragraph 12,

13, MSC admits that FEA solvers are software products with varying features and
capabilities. MSC denics the remaining allegations of paragraph 13.

14, MBS admits that NASTRAN is an FEA solver that was developed by NASA and
others, including MSC, beginning in the late 1560s. MSC admits that NASA registered the Nastran
trademark in 1976. MSC denies the remaining allegations of paragraph 14,

15. MSEC admits that MSC, CSAR, and UaAl marketed and sold FEA solver soffware
which were derived, in part, from publicly-available versions of NASTRAN. MS3C adinits that it
is authorized to use the Nastran trademark. MSC denics the remaining allezations of paragraph 15.

16, MSC admits that some customers who sold aerospace and automotive producis
purchased and used MSC.NASTRAN. MSC further admits that an MSC customer first used
MSC.NASTRAN in 1971. MSC denies the remaining allegations of paragraph 16.

17.  MSC denies the allegations of paragraph 17.

15. MSC denies the allegations of paragraph 18.

19, MSC denies the allegations of paragraph 19,

20 MSC denies the alegations of paragraph 20



21

22,

23,

24,

RELEVANT PRODUCT MARKETS
MSC denies the allegations of paragraph 21.
MGSC denies the ailegations ol paragraph 22.
MBS dentes the allegations of paragraph 23,
RELEVANT GEOGRAPHIC MARKETS

MSC demies the allegations of paragraph 24(2) and admits that the relevant

geographic market in which te assess the likely effects of MSC’s acquisitions ol UAT and CSAR is

the world as alleged in paragraph 24(h).

286,

27.

24

CONCENTRATION

MEL denies the allegations of paragraph 25,

MSC denies the allegations of paragraph 26.
CONDITIONS OF ENTRY

MEL denies the allegations of paragraph 27,

MSC denics the allegations of paragraph 28,

COUNT ]

THE ACQUISITIONS VIOLATE CLAYTON ACT § 7 ANDFTC ACT§ 5

24,

30.

3L

MSC denies the allegations of paragraph 29, including subparts {a), (b), and (c}.

MSC demies the allegations of paragraph 30.

MBSC denies the allegations of paragraph 31.



COUNT 11

THE ACQUISITIONS CONSTITUTE UNLAWEUL MONOPOLIZATION IN

32,

33.

3.

33,

VIQOLATION OF FTC ACT § 5
MSC denies the allegations of paragraph 32.
MSC denies the allegations of paragraph 33.
MSC demes the allegations of paragraph 34,
MSC denies the allegations of paragraph 35,

COUNT III

THE ACQUISITIONS CONSTITUTE AN UNLAWFUL ATTEMPT TO MONOPOLIZE

36.

37.

38.

39

40.

41,

TESPONLE,

IN YIOLATION OF FTC ACT § 5
MSC denies the allegations of paragraph 36.
MSC denies the allegations of paragraph 37.
MSC denies ihe allegalions of paragraph 38.
MEC denies the allegations of paragraph 39,
MSC denies the allegations of paragraph 40.
NOTICE

This section does not contain any factual averments; therefore, 1t does not require a



NOTICE QF CONTEMPLATED RELIEF
42 This section does not contain any factual averments; therefore, it does not require a

response, txeepl that MSC denics that the Comumission is entitled to any relief,

Darcd: October 30, 2001
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Counsel for Respondents,
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CERTIFICATE OF SERVICE

This is to certify thal on October 30, 2001, I caused a copy of the attached Answer of
MBEC Softwarc Corporation to be served upon the following persons by hand:

D. Michael Chappell
Administrative Law Judge
Federal Trade Commission

600 Pennsylvania Avenue, N.W,
Washington, DC 20580

Richard B. Dagen, Esquire
P. Abbott McCartney, Esguire
Federal Trade Commission

600 Pennsylvania Avenue, N.W.
Washington, DC 20580




