UNITED STATES DEPARTMENT OF COMMERCE
Bursau of Export Administration
Washington, B C. 20230
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CERTIFIED MAIL - RETURN RECEIPT REQUESTED

SEP 2 1 200l

Silicon Graphics, Inc. " Received
2011 N. Shoreline Blvd. ALDocketingCenter
Mountain View, California 94043
SEP 24 2001
Attention: Sandra Escher 3 J’Z |
Generdl Counsal Baltimore, MD I‘

Dear Ms. Escher:

The Office of Export Enforcement, Bureau of Export Administration, United States
Department of Commerce (BXA), hereby charges that, as described below, Silicon Graphics,
Inc. (SGI) has violated the Export Administration Regulations (currently codified at 15 C.F.R.
Parts 730-774 (2001)) (the Regulations),” issued pursuant to the Export Administration Act of
1979, as amended (50 U.S.C.A. app. §§ 2401-2420 (1991 & Supp. 2001)) (the Act).

' The Regulations governing the violations at issue are found in the 1996, 1997, 1998 and
2000 versions of the Code of Federal Regulations, (15 C.F.R. Parts 768-799 (1996), as
amended (61 Fed. Reg. 12714, March 25, 1996) (hereinafter “the former Regulations’)), and
15 C.F.R. Parts 768-799 (1997, 1998 and 2000)). The March 25, 1996 Federal Register
publication redesignated, but did not republish, the then-existing Regulations as 15 C.F.R.
Parts 768A-799A. As an interim measure that was part of the transition to newly restructured
and reorganized Regulations, the March 25, 1996 Federal Register publication also
restructured and reorganized the Regulations, designating them as an interim rule at 15 C .F.R.
Parts 730-774, effective April 24, 1996. The former Regulations and the Regulations define
the various violations that BXA alleges occurred. The Regulations establish the procedures that
apply to this matter.

2 From August 21, 1994 through November 12, 2000, the Act was in lapse. During that
period, the President, through Executive Order 12924, which had been extended by successive
Presidential Notices. the last of which was August 3, 2000 (3 C.F.R., 2000 Comp. 397 (2001)),
continued the Regulations then in effect under the International Emergency Economic Powers
Act (50 U.S.C. A.§§ 1701 - 1706 (1991 & Supp. 2001)) (IEEPA). On November 13, 2000, the
Act was reauthorized and it remained in effect through August 20, 2001. Since August 21, 2001,
the Act has been in lapse and the President, through Executive Order 13222 of August17, 2001
(66 Fed. Reg. 44025 (August 22, 2001)), has continued the Regulationsin effect under IEEPA.O,.:‘%:,
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Charge 1

On or about September 22, 1996, SGI exported Power Challenge Superservers from the
United States to All-Russian Scientific Research Institute for Technical Physics (VNIITF), also
known as Chelyabinsk 70 (VNIITF), in Russia, using Genera License G-CTP. In fact, the
computers were not eligible for General License G-CTP (Section 77 1A.28(d)) but required a
validated license for the export under Section 772A. |(b) of the former Regulations. BXA
alleges that by exporting from the United States commodities to any person or to any
destination in violation of or contrary to the provisions of the Act or any regulation, order or
license issued thereunder, SGI violated Section 787A.6 of the former Regulations.

Charge?2

In connection with the export referenced in Charge 1 above, SGI knew or had reason to know
that the computers were not eligible for export under General License G-CTP but required a
validated license. BXA alleges that, by selling or transferring commodities exported or to be
exported from the United States with knowledge or reason to know that a violation of the Act
or any regulation, order or license issued thereunder has occurred, was about to occur, or was
intended to occur, SGI violated Section 787A.4 of the former Regulations.

Charge 3

On or about January 5, 1997, SGI exported memory upgrades from the United States to
VNIITF, in Russia, using License Exception CTP. In fact, the upgrades were not eligible for
License Exception CTP (Section 740.7(d)) but required a license for the export under Section
742.12 of the Regulations. BXA alleges that, by engaging in conduct prohibited by or
contrary to the Act, the Regulations, or any order, license or authorization issued thereunder,
SGlI violated Section 764.2(a) of the Regulations.

Charge4

In connection with the export referenced in Charge 3 above, SGI knew or had reason to know
that the computers were not eligible for export under license exception CTP but required a
license. BXA alleges that, by selling or transferring commodities exported or to be exported
from the United States with knowledge that a violation of the Act, the Regulations, or any
order, license or authorization issued thereunder, has occurred, was about to occur, or was
intended to occur, SGI violated Section 764.2(e) of the Regulations.



Charge 5

On or about October 24, 1998, SGI exported from the United States to the People’s Republic
of Chinaan Origin 2000 Deskside computer without first obtaining a license or notifying BXA
of the export as required under Section 740.7(d)(4)’ of the Regulations. BXA alleges that, by
engaging in conduct prohibited by or contrary to the Act, the Regulations, or any order,
license or authorization issued thereunder, SGI violated Section 764.2(a) of the Regulations.

Charge 6

On or about October 26, 1998, SGI reexported from its manufacturing facility in Switzerland
to the United Arab Emirates an Origin 2000 Deskside computer subject to the Regulations
without first obtaining a license or notifying BXA of the reexport as required under Section
740.7(d)(4)* of the Regulations. BXA allegesthat, by engaging in conduct prohibited by or
contrary to the Act, the Regulations, or any order, license or authorization issued thereunder,
SGlI violated Section 764.2(a) of the Regulations.

Charge7

In connection with the reexport referenced in Charge 6 above, SGI also failed to report to
BXA that the reexport had taken place as required under Section 740.7(d)(4)° of the
Regulations. BXA alleges that, by engaging in conduct prohibited by or contrary to the Act,
the Regulations, or any order, license or authorization issued thereunder, SGI violated Section
764.2(a) of the Regulations.

Charge8

On or about February 10, 2000, SGI reexported from its manufacturing facility in Switzerland
to Qatar an Origin 2000 Deskside computer subject to the Regulations without first obtaining a
license or notifying BXA of the reexport as required under Section 740.7(d)(5) of the
Regulations. BXA alleges that, by engaging in conduct prohibited by or contrary to the Act,
the Regulations, or any order, license or authorization issued thereunder, SGI violated Section
764.2(a) of the Regulations.

> The citation to this provision changed to Section 740.7(d)(5) on January 14, 1999.
See 64 Fed. Reg. 2430 (January 14, 1999).

¢od.

> Id.



Charge9

In connection with the shipment referenced in Charge 8 above, at the time of the reexport from
Switzerland to Qatar, SGI knew or had reason to know that it had not obtained a license or
notified BXA of the reexport. BXA allegesthat, by selling or transferring commodities that is
subject to the Regulations with knowledge that a violation of the Act, the Regulations, or any
order, license or authorization issued thereunder, has occurred, was about to occur, or was
intended to occur, SGI violated Section 764.2(e) of the Regulations.

Charge 10

In connection with the shipment referenced in Charge 8 above, SGI failed to report to BXA
that the reexport had taken place as required under Section 740.7(d)(5) of the Regulations.
BXA alleges that, by engaging in conduct prohibited by or contrary to the Act, the
Regulations, or any order, license or authorization issued thereunder, SGI violated Section
764.2(a) of the Regulations.

BXA dlegesthat SGI committed one violation each of Section Section 787A.4 and Section
787A..6 of the former Regulations and six violations of Section 764.2(a) and two violations of
Section 764.2(e) of the Regulations, for atota of ten violations.

Accordingly, SGI is hereby notified that an administrative proceeding is instituted against it
pursuant to Section 13(c) of the Act and Part 766 of the Regulations for the purpose of
obtaining an order imposing administrative sanctions, including any or al of the following:

The maximum civil penalty alowed by law of $10,000 per violation (see Section
764.3(a)(l) of the Regulations and 15 C.F.R. § 6.4(a)(3)(2001))%;

Denial of export privileges (see Section 764.3(a)(2) of the Regulations); and/or
Exclusion from practice before BXA (see Section 764.3(a)(3) of the Regulations).
Copies of relevant Parts of the Regulations are enclosed.
If SGI failsto answer the charges contained in this letter within 30 days after being served
with notice of issuance of this letter as provided in Section 766.6 of the Regulations, that
failure will be treated as a default under Section 766.7.
SGlI isfurther notified that it is entitled to an agency hearing on the record as provided by

Section 13(c) of the Act and Section 766.6 of the Regulations, if awritten demand for oneis
filed with its answer, to be represented by counsel, and to seek a consent settlement.

¢ The maximum penalty for any violation committed after October 23, 1996 is
$11,000 per violation.
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Pursuant to an Interagency Agreement between BXA and the U.S. Coast Guard, the U.S.
Coast Guard is providing administrative law judge services, to the extent that such services are
required under the Regulations, in connection with the matters set forth in this letter.
Accordingly, SGI's answer should befiled with the U.S. Coast Guard AL J Docketing Center,
40 S. Gay Street, Baltimore, Maryland 212024022, in accordance with the instructionsin
Section 766.5(a) of the Regulations. In addition, a copy of SGI's answer should be served on
BXA at the address set forth in Section 766.5(b), adding “ATTENTION: Mi-Yong Kim, Esg.”
below the address and all communication with BXA concerning this matter should be directed
to Ms. Kim. Ms. Kim may be contacted by telephone at (202) 482-5311.

Sincerely,

Pl et [l fe

Mark D. Menefee
Director
Office of Export Enforcement

Enclosures
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CERTIFIED MAIL - RETURN RECEIPT REOUESTED

Silicon Graphics, Inc.
2011 N. Shoreline Blvd.
Mountain View, Caifornia 94043

-

Attention: Sandra Escher, Esquire
General Counsdl

Dear Ms. Escher: =

The Office of Export Enforcement, Bureau of Export Administration, United States
Department of Commerce (BXA), hereby charges that, as described below, Silicon Graphics,
Inc. (SGI) has violated the Export Administration Regulations (currently codified at 1.5 C.F.R.
Parts 730-774 (2000)) (the Regulations),” issued pursuant to the Export Administration Act of
1979, as amended (50 U.S.C.A. app. §§ 2401-2420 (1991 and Supp. 2000)) (the Act).’

' The Regulations governing the violations at issue are found in the 1996 and 1997
versions of the Code of Federal Regulations, (15 C.F.R. Parts 768-799 (1996), as amended
(61 Fed. Reg. 12714, March 25, 1996) (hereinafter “the former Regulations’)), and 15 C.F.R.
Parts 768-799 (1997)). The March 25, 1996 Federal Register publication redesignated, but
did not republish, the then-existing Regulations as 15 C.F.R. Parts 768A-799A . As an interim
measure that was part of the transition to newly restructured and reorganized Regulations, the
March 25, 1996 Federal Register publication also restructured and reorganized the
Regulations, designating them asan interim rule at 15 C.F.R. Parts 730-774. effective April
24, 1996. The former Regulations and the Regulations define the various violations that BXA
alleges occurred. The Regulations establish the procedures that apply to this matter.

* The Act expired on August 20, 1994. Executive Order 12924 (3 C.F.R., 1994 Comp.
917 (1995)), which had been extended by successive Presidential Notices, the most recent
being that of August 3, 2000 (65 Fed. Reg. 48347, August 8, 2000), continued the
Regulations in effect under the International Emergency Economic Powers Act (50 U.S.C.A.
§§ 1701-1706 (1991 & Supp. 2000)) until November 13, 2000 when the Act was reauthorized.
See Pub. L. No. 106-508.



Facts constituting violations :
Chareel

On or about Aprit 21, 1996, SGI exported from the United States to Isragl Power Challenge
R4400 processors to be used by the Ministry of Defense of Israel using General License G-
CTP. In fact, such processors were not eligible for General License G-CTP but required a
validated license for export under Section 776A. 10 of the former Regulations. BXA alleges
that by exporting commaodities from the United States to any person or to any destination in
violation of or contrary to the provisions of the Act or any regulation, order or license issued
thereunder, SGI violated Section 787A.6 of the former Regulations.

Charge2

In connection with the export referenced in Charge 1 above, SGI knew or had reason to know
that the processors were not ligible for export under General License G-CTP. BXA aleges
that, by selling or transferring commodities exported or to be exported from the United States
with knowledge or reason to know that a violation of the Act or any regulation, order or
license issued thereunder has occurred, was about to occur, or was intended to occur, SGI
violated Section 787A.4 of the former Regulations.

Charge 3

In connection with the export referenced in Charge 1 above, on or about the same time, SGI
advised the freight forwarder that the processors were digible for export under Genera
License G-CTP. The freight forwarder then represented on the Shipper’s Export Declaration,
an export control document as defined in Section 770A.2 of the former Regulations, that the
processors were eligible for export under General License G-CTP. In fact, the export required
avalidated license from BXA. BXA dleges that, by causing the doing of an act prohibited the
Act, or any regulation, order or license issued thereunder, SGI violated Section 787A.2 of the
former Regulations.

Charee 4

On or about January 2,1997, SGI exported from the United Statesto Israel Onyx R 10000
processors to be used the Ministry of Defense of Israel using license exception CTP. In fact,
such processors were not eligible for license exception CTP but required a license for the
export under Section 742.12 of the Regulations. BXA alleges that, by engaging in conduct
prohibited by or contrary to the Act, the Regulations, or any order, license or authorization
issued thereunder, SGI violated Section 764.2(a) of the Regulations.



Charge 5

In connection with the export referenced in Charge 4 above, SGI knew or had reason to know
that the processors were not eligible for export under license exception CTP.  BXA alleges
that, by selling or transferring commodities exported or to be exported from the United States
with knowledge that a violation of the Act, the Regulations, or any order. license or
authorization issued thereunder, has occurred, was about to occur, or was intended to occur,
SGlI violated Section 764.2(e) of the Regulations.

Charge 6

In connection with the export referenced in Charge 4 above, on or about the same time, SGI
advised the freight forwarder that the processors were eligible for export under license
exception CTP. The freight forwarder then represented on the Shipper’s Export Declaration.
an export control document as defined in Part 772 of the Regulations, that the computers were
eligible for export under license exception CTP. In fact, the export required a license from
BXA. BXA allegesthat, by causing the doing of an act prohibited by the Act, the
Regulations, or any order, license or authorization issued thereunder, SGI violated Section
764.2(b) of the Regulations.

Charge 7

On or about January 9, 1997, SGI exported from the United States to Israel Power Challenge
R 10000 processors to be used by the Ministry of Defense of Israel using license exception
CTP. Infact, the processors were not eligible for license exception CTP but required a
license for the export under Section 742.12 of the Regulations. BXA alleges that, by engaging
in conduct prohibited by or contrary to the Act, the Regulations, or any order, license or
authorization issued thereunder, SGI violated Section 764.2(a) of the Regulations.

Charge 8

In connection with the export referenced in Charge 7 above, SGI knew or had reason to know
that the processors were not eligible for export under license exception CTP. BXA alleges
that, by selling or transferring commodities exported or to be exported from the United States
with knowledge that a violation of the Act, the Regulations, or any order, license or
authorization issued thereunder, has occurred, was about to occur, or was intended to occur,
SGlI violated Section 764.2(€) of the Regulations.




Charge9

In connection with the export referenced in Charge 7 above, SGI filed a Shipper’s Export
Declaration, an export control document as defined in Part 772 of the Regulations,
representing that the processors were eligible for export under license exception CTP. In fact,
the export required a license from BXA. BXA alleges that, by making a false or misleading
statement of material fact in connection with the preparation, submission, issuance or use of an
export control document, SGI violated Section 764.2(g) of the Regulations.

BXA alegesthat SGI committed one violation of Section 787A.2, one violation of Section
787A.4, and one violation of Section 787A.6 of the former Regulations and two violations of
Section 764.2(a), one violation of Section 764.2(b), two violations of Section 764.2(e) and one
violation of Section 764.2(g) of the Regulations, for atotal of nine violations.

Accordingly, SGI is hereby notified that an administrative proceeding is instituted against it
pursuant to Section 13(c) of the Act and Part 766 of the Regulations for the purpose of
obtaining an order imposing administrative sanctions, including any or all of the following:

The maximum civil penalty allowed by law of $10,000 per violation (see Section
764.3(a)(l) of the Regulations;’

Denial of export privileges(see Section 764.3(a)(2) of the Regulations); and/or
Exclusion from practice before BXA (see Section 764.3(a)(3) of the Regulations).
Copies of relevant Parts of the Regulations are enclosed.
If SGI fails to answer the charges contained in this letter within 30 days after being served
with notice of issuance of this letter as provided in Section 766.6 of the Regulations, that
failure will be treated as a default under Section 766.7.
SGlI is further notified that it is entitled to an agency hearing on the record as provided by

Section 13(c) of the Act and Section 766.6 of the Regulations, if awritten demand for one is
filed with its answer, to be represented by counsel, and to seek a consent settlement.

Pursuant to an Interagency Agreement between BXA and the U.S. Coast Guard, the U.S.
Coast Guard is providing administrative law judge services, to the extent that such services are
required under the Regulations, in connection with the matters set forth in this letter.

* The maximum civil penalty for any violation committed after October 23, 1996 is
$11,000 per violation. See 15 C.F.R. § 6.4(a)(3)(2000).
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Accordingly, SGI's answer should be filed with the U.S. Coast Guard ALJ Docketing Center.
40 S. Gay Street, Batimore, Maryland 21202-4022, in accordance with the instructions in

Section 766.5(a) of the Regulations. In addition, a copy of SGI's answer should be served on
BXA at the address set forth in Section 766.5(b), adding “ATTENTION: Mi-Yong Kim, Esq.”
below the address. Ms. Kim may be contacted by telephone at (202) 482-5311.

Sincerely,
ULl (4 -

Mark D. Menefee
Director
Office of Export Enforcement

Enclosures




UNITED STATES DEPARTMENT OF COMMERCE
BUREAU OF INDUSTRY AND SECURITY
WASHINGTON, D.C. 20230

In the Manger oft g
S{lican Graphics, Inc. )
2011 N. Shareling Blvd. )  01-BXA-~10 and 01-BXA-15
Motmmain View, California 94043 )
)
~—Respondeny, )
SEYTLEMENT AGREEMENT

This Sertlement Agreement (“Agreemens”) is made by and berween Silicen Graphics, k.
(*SGI™) and the Burcan of Industry and Security, Uniied Stages Deparmment of Cosnmerce
¢‘BIS™), pairsuam: o Seetien 766.18(b) of the Bxpors Administrstion Regulations (15 C.F.R.
Parts 730-774 (2002)) (“Reguladions™),! fssued pursiant to the Expors Admindsiration Act of
1979, as amended (50 U.8.C. app, §§ 24D1-2420 (2000)) ("Act™)*

' The Regularions governing the violations at issue are found in the 1996, 1997, 1998 and 2000
vessions of ths Cods of Federal Regulations, (15 C.F.R. Paxts 768-799 (1996), as amended (61 Fed
Reg. 12714, March 23, 1596) (hareinafier “the former Regalations™)), and 15 C.F.R. Parts 768-799
(1997, 1998 and 2000)). The March 25, 1996 Federal Register publication yedesignated, but did not
republish, the then-axisting Regulstions as 15 C.F.R. Pans 768A-799A. As an lorerim messure that
was pent of the wansition to newly restructuxed and rearganized Regnlations, the Mavch 25, 1996
Federal Register publicaginn also resguchred and recrganized the Regnlations, designanng them as an
inrerim rule ax 15 C.F.R. Pants 730-774, effeciive Agsil 24, 1996. The former Regulstions mnd the
Regulations defing the various violations that BIS alleges ocoured. The Regulations pstablish the
procedures vhat spply o this marer.

2 From Angust 21, 1994 through November 12, 2000, the Act was in lapse. Diging thar period, -
the Presideny, through Executive Ovder 12924, which had beea extended by successive Presidemial
Notices, tie lag of which was Augnst 3, 2000 (3 C.F.R., 2000 Comp. 397 (2001)). consinued the
Regularions in sffect under the Internmional Emerpency Econonde Powers Acz (SO 1J.S.C, §§ 1701 -
1706 (2000)) (“IEEPA™). On November 13, 2000, the Act was reauthorized and it semained in effect
through Angust 20, 2001. Since Angust 21, 2003, the Act has been in lapse and the Presiders, through
Execurive Order 13222 of August 17, 2001 (3 C.F.R., 200 Comp, 783 (2002)), as txtended by the
Norice of Angust 14, 2002 (67 Fed. Reg. 53721 (August 16, 2002)), has continued the Regniations in
effect under IEEPA.



Settlement Agrecnent
SGI
Page 2 of 7

WHEREAS, BIS has initlated adminjsgarive proceedings against SGI pursiant 10 the Act
and the Regolations by issuing charging letrers an Aptil 19, ?001 and Sepmmber 21, 2001 (*the
charging leters™);

WHERFAS, SGI bas received nodce of issuance of the charging leners issued pursuant o
Section 766-3(b) of the Regulations;

WHEREAS, SGI has reviewed the charging lemers and is aware of the allegations
mads agains: it sad the sdministrative sancrians which could be Imposed sgainst if tbe
allegations are found vo be Tue;

WHEREAS, SGI fully understands the verms of this Senlement Agrecment and the Order
of the Assistant Secrerary of Cammerce for Expott Enforcement implementing this Scalemens
Agxeement "Order”™); |

WHEREAS, 8G] enters into this Sertlement Agreement volunrarily and with fill
¥nowledge of its rights; _

WHEREAS, SGI stares that no promises or represextarions have been made 1o it other
than the agreements and considerations heyein expyessed;

WHEREAS, SGI neither adpatrs nor denies the alicgations coniined in the charging
lexters;

WHEREAS, SGI wishes 1o senls and dispose of all maress allegad in the charging legers
by catering into Wis Serlement Agreament, and

_ WHEREAS, 5Gl agtees to be bound by the Order, when entered;

NOW THEREFORE, SGI and BIS agree as follows:



Sentiement Apreament
SGt
Page 3 of 7 :
1. BIS has jurtedicriem over SGI, mader the Reguladons, i connection with the: maters
alleged in the charging leners.
2. BIS md SGI agres that the following sanctions shall be imposed against SGI in
complere serlement of the allaged violarions of the Regularions set forth in the chargiag leters:
a SGI shall be assessed a civil penalyy in the amonnt of $182,000 which shall be
paid 0 the U.S. Departmens of Commeree within 30 days from the dats of enky

of the Order. .

b. SGI and all of its successors or assigns, and, wheq acting for or on behalf of SGI,
irs officers, represcaradves, agents or employees may 1ok, for 2 period of thoow
years from the davs of entry of the Order, participate, diveetly or indireetly, in any
wzyidanymnsacﬁan.involvingawomnodiw.soﬁwmurméhmlm

(hereinafter collectively referred o as “irem™) exported o to be exporred from the

Unired States ©o Russia that is subject 1o the Regulations, or in any other activity

subject to the Regulatons related 1o Russis, inclnding, but not limived vo:

L Applying for, obtaining, or using apy license, Licenso Exceprion, or export
congol documenre;

HR Carrying on negotistians concerning, or ordeving, buylng, receiving, using,
selling, delivering, storing, dispesing af, forwarding, wanspordng,
financing, or otherwise sesvicing in any way, any wansaction involving any
item exported or 10 be exported from the United Staves that is subjectto
the: Regulatians, or in any other activivy subject to the Regulatiops; or



Senilement Agreement

sGl
Page 4 of 7

fii.  Benefining in ony way from any nansaction invelving any hiem exporred
or to be exporred from tie Unled States that is subject to the Regulations,
aor in any other activity subject 1o the Regularions.
BlSagreathm. as mnhorized by Secrion 766.1&(c) of the Regularians, the three
year danial period set focth in paragraph 3:b, shall be suspended $or a period of
dhirer years from the engry of the appropsiate Order, and shal] thereafier be waived,
provided that during the petiod of suspension, SGY bas commined 5o vislagon
re!uwdmkusdaotﬂmmowmrcaulm order ox license issued thercunder,
and, provided firiher thet SGI has made timely paymens of the $182,000 civil
penalty assessad piosua to this Serlemens Agreement aod the Order.

3. SO agrees thay, for 8 period of thres years Srom the date of the enmy of 8y epproprdase

Order:

SGY's eligibility to expan of reexport to Russia under the anthority and conditions
of License Exception CTP as set forth in Secrion 740.7 of the Regulerions shall
not be exercised without peior written cousent from Director, Office of Expont
Enforcement, BIS;

SGI will 201 exparT ar reexpolt any ikem to a military or rclear end-ser ox end-
uss in Russia without prior weinen consent from the Director, Office of Expont
Enforcesnent, BIS;

SGI will not engage in any other acrivity that is subject 10 the Regulations,
including an activiry such as repeir, mainenance or in~country wansfer of aa item,



Semlement Agtiement
SGl1
Page S of 7

iovolving any military or noclesr endsuser or end~use in Russia withour prior
written consentt Bom tha Direcsor, Office of Expors Enficement, BIS; end

4. SGiwill not knowingly paricipare in any way, directly or indireerdy, in any other

activiry subject o the Regularions, imvelving auy mititary or maclear end-user or
end-use in Russia, wirthout prior written copsent from the Directar, Office of

4, SGlagrees 1o provide, within 45 davs of the dat= of e Order, & xeport 1o RIS with
sagsrd 10 iTs exPaTTs IO certain countries of concern during the six mooth perind immedintely
preceding tho date of the Order. BIS will use the information i comection with ifs activitics
relared to the consideration of, or conceming Kcense spplicarions.

5. SO agrees thay, subject to the appraval of this Sexlement Agreement pursuant 1o
paxegraph & hereof, it hereby waives all righes 1o further procedural steps in this maner (except
with respect 1o agy alleged violarions of this Settlement Agreemens or the Order, wisen eutered),
inending, withous Jimitasion, any right: (a) to an administrative hearing regarding the allsgations
in the charging lenters; (b)m.MMamddwdmmmmﬁmhsw
Agreemem and the Order, when exaered; and () 10 seck judicial review or otherwise 1o contest
the validity of this Senlement Agrecneny or the Order, when entered.

6. BIS agrees thar, upon entry of tha Order, §1 will pot isitists any adminisxarive
procecding against SGI in connection with any violation of the Act or the Regularians arising our
of the wansactions idemified in the charging lettezs ox thar were the subject of investgation by



Setrlament Agreement
sal

Poge 60f7 -
BIS, o that ae otberwise known by BIS as of the dms of this Sexdement Agreement in

7. SGI understands thar BIS will make the charging lamars, this Semlemens Agreement,
and the Ordet, when entered, available v the public.

'8, BIS znd SGI agyee thas this Senlement Agrecment Is for serdement purposes only.
Therefiore, i this Senlement Agreemens Is not sceepred and an Order is not issued by the
Assisant Secreraty of Commerce £ar Bxport Enforcement pursuaut to Sectien 766.19(b) of the
Regulations, BIS and SGY agree that they may not us this Settlernent Agresment in soy
administrarive or judicial proceeding and that neithet perty shall be baund by the terms costained
in this Setilernent Apreemen in any subsequent administrative or judicial proceeding.

9. No agreement, nnderstanding, represeniation oF intezpremtion pot comained in this
Semlement Agreement may be used to vary or otheywise affect the texms of this Senlement
Agre:nmorthedrdcr,vdwnmrmd,wshaﬂﬂﬁs Sﬁmmmwm
MwWWWMmeMW&WdMWSM
Goverpmexnt with respect to the facts and circumstances addressed herein,

10, msmwmmwmmwm&m
wde&WWanmgmMMwm
have the same foxce and effect as & decision and arder issped after a fisll sdministrative bearing
on the receord.
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11. Bach sigaaary affirms that he or she has authority w exter into this Settlesnens
Mmuﬂwﬁﬁﬁswham@cmmﬂnmwdmmfmhm

BUREAU OF INDUSTRY AND SECURITY SYLICON GRAPHICS, INC.
U.S. DEPARTMENT OF COMMERCE .

/W%%ﬁﬁ o Sanda Bdy

RommW SIamswsw Sandra Eacher

Chief Counsel ~ Senior Vice Presidest
Office of Chief Cotmsel and General Comsel
for Industry and Security Sikican Graphics, Inc.

Date:, //05/23 | Dages l2’20[02




UNITED STATES DEPARTMENT OF COMMERCE
BUREAU OF INDUSTRY AND SECURITY
WASHINGTON, D.C. 20230

In the Matter of:

Silicon Graphics, Inc.
2011 N. Shoreline Blvd.
Mountain View, California 94043

Ol-BXA-10 and 01-BXA-15

N N N N N’ N’ N’

Resnondent

ORDER
The Bureau of Industry and Security, United States Department of Commerce (“BIS™),
having initiated administrative proceedings against Silicon Graphics, Inc., 2011 N. Shoreline
Blvd., Mountain View, California 94043 (“SGI”), pursuant to Section 13(c) of the Export
Administration Act of 1979, as amended (50 U.S.C. app. §§ 2401-2420 (2000)) (“Act”),” and the
Export Administration Regulations (currently codified at 15 C.F.R. Parts 730-774 (2002))

(“Regulations’”),* based on alegations that SGI violated the former Regulations and the

' From August 21, 1994 through November 12, 2000, the Act was in lapse. During that
period, the President, through Executive Order 12924, which had been extended by successive
Presidential Notices, the last of which was August 3, 2000 (3 C.F.R., 2000 Comp. 397 (2001)),
continued the Regulations in effect under the International Emergency Economic Powers Act (50
U.S.C. §§ 1701 - 1706 (2000)) (“IEEPA™). On November 13, 2000, the Act was reauthorized
and it remained in effect through August 20, 2001. Since August 21, 2001, the Act has been in
lapse and the President, through Executive Order 13222 of August 17,2001 (3 C.F.R., 2001
Comp. 783 (2002)), as extended by the Notice of August 14, 2002 (67 Fed Reg. 53721 (August
16, 2002)), has continued the Regulations in effect under IEEPA.

2 The Regulations governing the violations at issue are found in the 1996, 1997, 1998 and
2000 versions of the Code of Federal Regulations, (15 C.F.R. Parts 768-799 (1996), as amended
(61 Fed. Reg. 12714, March 25, 1996) (hereinafter “the former Regulations’)), and 15 C.F.R.
Parts 768-799 (1997, 1998 and 2000)). The March 25, 1996 Federal Register publication
redesignated, but did not republish, the then-existing Regulations as 15 C.F.R. Parts 768A-799A.
As an interim measure that was part of the transition to newly restructured and reorganized
Regulations, the March 25, 1996 Federal Register publication also restructured and reorganized
the Regulations, designating them as an interim rule at 15 C.F.R. Parts 730-774, effective April
24, 1996. The former Regulations and the Regulations define the various violations that BIS
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Regulations; and

BIS and SGI having entered into a Settlement Agreement pursuant to Section 766.1 S(b)
of the Regulations whereby they agreed to settle this matter in accordance with the terms and
conditions set forth therein, and the terms of the Settlement Agreement having been approved by
me;

IT IS THEREFORE ORDERED:

FIRST, that acivil penalty of $182,000 is assessed against SGI, which shall be paid to the
U.S. Department of Commerce within 30 days from the date of entry of this Order. Payment
shall be made in the manner specified in the attached instructions.

SECOND, that, pursuant to the Debt Collection Act of 1982, as amended (3 1 U.S.C.
§§3701-3720E (2000)), the civil penalty owed under this Order accrues interest as more fully
described in the attached Notice, and, if payment is not made by the due date specified herein,
SGI shall be assessed, in addition to the full amount of the civil penalty and interest, a penalty
charge and an administrative charge, as more fully described in the attached Notice.

THIRD, that for a period of three years from the date of this Order, SGI, its successors or
assigns, and when acting for or on behalf of SGl, its officers, representatives, agents or
employees (“denied person”) may not, directly or indirectly, participate in any way in any
transaction involving any commodity, software, or technology (hereinafter collectively referred to
as “item”) exported or to be exported from the United States to Russia that is subject to the

Regulations, or in any other activity subject to the Regulations related to Russia, including, but

alleges occurred. The Regulations establish the procedures that apply to this matter.
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not limited to:

A.

Applying for, obtaining, or using any license, License Exception, or export control
document;

Carrying on negotiations concerning, or ordering, buying, receiving, using,
selling, delivering, storing, disposing of, forwarding, transporting, financing, or
otherwise servicing in any way, any transaction involving any item exported or to
be exported from the United States that is subject to the Regulations, or in any
other activity subject to the Regulations; or

Benefitting in any way from any transaction involving any item exported or to be
exported from the United States that is subject to the Regulations, or in any other

activity subject to the Regulations.

FOURTH, that no person may, directly or indirectly, do any of the following:

A.

Export or reexport to or on behalf of the denied person any item subject to the
Regulations to Russia;

Take any action that facilitates the acquisition or attempted acquisition by the
denied person of the ownership, possession, or control of any item subject to the
Regulations that has been or will be exported from the United States to Russia,
including financing or other support activities related to a transaction whereby the
denied person acquires or attempts to acquire such ownership, possession or
control;

Take any action to acquire from or to facilitate the acquisition or attempted
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acquisition from the denied person of any item subject to the Regulations that has
been exported from the United States to Russig;

Obtain from the denied person in the United States any item subject to the
Regulations with knowledge or reason to know that the item will be, or is
intended to be, exported from the United States to Russia; or

Engage in any transaction to service any item subject to the Regulations that has
been or will be exported from the United States to Russia and which is owned,
possessed or controlled by the denied person, or service any item, of whatever
origin, that is owned, possessed or controlled by the denied person if such service
involves the use of any item subject to the Regulations that has been or will be
exported from the United States to Russia. For purposes of this paragraph,

servicing means installation, maintenance, repair, modification or testing.

FIFTH, that this Order does not prohibit any export, reexport, or other transaction subject

to the Regulations where the only items involved that are subject to the Regulations are the

foreign-produced direct product of U.S.-origin technology.

SIXTH, that, as authorized by Section 766.18(c) of the Regulations, the denial period set

forth above shall be suspended in its entirety for three years from the date of this Order, and shall

thereafter be waived, provided that during the period of suspension, SGI has committed no

violation related to Russia of the Act or any regulation, order or license issued thereunder, and,

provided further, that SGI has made timely payment of the civil penalty as provided herein.

SEVENTH, that, for period of three years from the date of this Order, SGI’s eligibility to
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export or reexport to Russia under the authority and conditions of License Exception CTP as set
forth in Section 740.7 of the Regulations shall not be exercised without prior written consent
from the Director, Office of Export Enforcement, BIS,

EIGHTH, that, for period of three years from the date of this Order, SGI will not export
or reexport any item to amilitary or nuclear end-user or end-use in Russia without prior written
consent from the Director, Office of Export Enforcement, BIS;

NINTH, that, for period of three years from the date of this Order, SGI will not engage in
any other activity that is subject to the Regulations, including an activity such as repair,
maintenance or in-country transfer of an item, involving any military or nuclear end-user or end-
use in Russia without prior written consent from the Director, Office of Export Enforcement,
BIS;

TENTH, that, for period of three years from the date of this Order, SGI will not
knowingly participate in any way, directly or indirectly, in any other activity subject to the
Regulations, involving any military or nuclear end-user or end-use in Russia, without prior
written consent from the Director, Office of Export Enforcement, BIS;

ELEVENTH, that SGI shall provide, within 45 days of the date of this Order, areport to
BIS with regard to its exports to certain countries of concern during the six month period
immediately preceding the date of this Order;

TWELFTH, that a copy of this Order shall be delivered to the United States Coast Guard
ALJ Docketing Center, 40 Gay Street, Baltimore, Maryland 21202-4022, notifying that office

that this case is withdrawn from adjudication, as provided by Section 766.18 of the Regulations;
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THIRTEENTH, that the charging letter, the Settlement Agreement, and this Order shall

be made available to the public.

This Order, which constitutes the final agency action in this matter, is effective

immediately.

il fpr

LisaA. Prager
Acting Assistant Secretary of Commerce
for Export Enforcement

Entered this éz day of 52@444 :7 2003.
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SILICON GRAPHICS SETTLES CRIMINAL AND CTVIL CHARGES THAT
COMPUTER SHIPMENTS VIOLATED U.S. EXPORT CONTROL LAWS

TheDepartment of Commerce’ s Bureau of Industry and Security (BIS) announced that Silicon
Graphics, Inc. (SGI) of Mountain View, California pled guilty to two felony charges that the
company Violated Commerce Department regulations by illegally exporting high performance
.computers t0 a RuSS an nuclear laboratory in .1996. SGI agreed t0 pay $1 million in criminal fines
to resolve the charges. In arelated administrative case, SGI agreed to pay $182,000 -~ the
maximum penalty authorized by the Export Administration Regulations (EAR) -to settle civil
charges arising from the same exports to the Russian nuclear laboratory. aswell as additional
charges relating to illegal computer exports to Isragl and for failure to meet reporting requirements
for exports to China, Qatar, and the United Arab Emirates.

As part of the settlement of crimina charges. SGI admitted that, on two occasionsin 1996, the
company exported four Challenge L computer systems, upgrades, and peripheral equipment to the
All-Russian Ingtitute for Technical Physics (Chelyabinsk-70) in violation of U.S. export control
regulations. Chelyabinsk-70, located in Snezhinsk, RusSia, is a nuclear labaratosy operated by
Russia’s Ministry of Atomic Energy and is engaged in research, development, testing, and
maintenance of nuclear devices.

In addition to the monetary penalties, the civil Settlement agreement provided that SGI's exporting
privilegesto Russiawill be denied for aperiod of three years. The denia of export privileges will
be suspended provided that SGI does not commit any export control violations involving Russia
during the suspension period. SGI aso agreed, for aperiod Of three years, not to exercise its
eligibility to use License Exception CTP for exports and reexports to Russia, or to engage in any
activity — such asrepair or maintenance of computers - invelving any military or nuclear end-user
or end-use in Russia without the prior written consent of BIS. Finally, SGI agreed to report to
BIS, within 45 days, all of itSexports t0 certain countries of concern during the last six months.

In announcing the settlement, Acting Assistant Secretary of Commerce for Export Enforcement
Lisa Prager stated that “this case demonstrates the Bureau’ s determination to rigorously enforce its

coatrols over items that can be used in the proliferation of weapons of mass destruction.'*

The Department of Commerce, through BIS, administers and enforces export controls for reasons
of national security, foreign policy, anti-terrorism, nonproliferation, and short supply. Criminal
penalties and administrative sanctions can be imposed for violations of the EAR.
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