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JUSTI CE DEPARTMENT REQUI RES RAYTHEON AND TEXAS | NSTRUMVENTS TO
DI VEST KEY UNIT BEFORE APPROVAL OF THEIR $2.9 BILLI ON MERGER

Justice says Merger as Originally Structured Wuld Have Resul ted
in Monopoly of Inportant Radar Conponent for Defense Market
WASHI NGTON, D.C. -- The Departnent of Justice reached a
settlenment today with the Raytheon Conpany that will allow the
conpany to go forward with its $2.9 billion acquisition of Texas
I nstrunents' Defense Systens and El ectronics Unit, as |long as
Rayt heon sells the Texas Instrunents business unit that produces
a key conponent for radar systenms. The nmerger as originally
proposed woul d have resulted in higher prices paid by the
Department of Defense--and ultinmately by taxpayers--for advanced
mlitary radars used in maj or weapon systens.

Today's divestiture is the |largest since the post-Cold War
effort to consolidate the defense industry began.

"Qur action today denonstrates that we're not going to give

carte bl anche approval to nergers in the defense industry," said

Joel 1. Klein, Acting Assistant Attorney General in charge of the
Department’'s Antitrust Division. "Wile industry downsi zing can
be desirable, or even necessary, we will do what it takes to

preserve effective conpetition.
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"This settlenent requires the divestiture of an entire
business unit. W |ooked at a nunber of narrower alternative
remedi es but neither we nor the Departnent of Defense would
accept a band-aid solution to fix this serious conpetitive
probl em " added Kl ein.

The Departnent's Antitrust Division filed a lawsuit and a
proposed settlenment today in U S. District Court in Washington,
D.C. If approved by the court, the proposed consent decree would
settle the suit.

According to the conplaint, the Departnent said that
Rayt heon and Texas I nstrunments have conpeted aggressively in the
past to devel op | eadi ng edge high power anplifier nonolithic
m crowave integrated circuits (MMCs), and their research and
devel opnment efforts have positioned themas the only firns able
to supply conpetitive MM Cs for mmj or Defense Departnent radar
prograns. These high power anplifier MM Cs extend the power and
range of radars, enabling themto scan the airspace quickly and
efficiently, with a | ower probability of detection by enem es.

The conplaint further stated that Raytheon also is a |eading
producer of the radar systens that incorporate high power
anplifier M Cs. Because of this, without the settlenent
Rayt heon m ght have tried to disadvantage its radar conpetitors--
such as Northrup G uman, Lockheed Martin and Hughes Aircraft--by
refusing to sell, or selling on unfair ternms, its state-of-the-
art high power anplifier MM Cs, and thus woul d have harned

conpetition for critical mlitary radar prograns.
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Under the terns of the settlenent, Raytheon is required to
sell Texas Instrunments’ MM C business within 180 days, or within
five days fromthe tine the court approves the settlenent, to a
firm having both the capability and intent to continue to
devel op, make and sell MM Cs that neet Defense Departnment
requirenents.

Rayt heon and Texas Instrunents currently are the only firns
abl e to devel op and produce high power anplifier MM Cs that w |
be critical for the nore than $10 billion investnent the Defense
Department will make in the next two to three years for the next
generation of radar systens. Defense Departnent prograns such as
the Joint Strike Fighter, the Medi um Extended Air Defense System
the Navy Multifunction Radar and the Theater Hi gh Altitude Area
Def ense System use these high power anplifier MM Cs.

Today's settlement will ensure that a viable conpetitor to
Rayt heon will be in position to provide the MM Cs necessary for
t hese prograns, the Departnent said.

"W greatly appreciate the work done by the Departnent of
Defense in this matter. This settlenent, along with the
investigation leading up to its filing, was a nodel for inter-
agency cooperation. The U S. governnent has a uniformview that
conpetition has a key role to play in protecting our national
security interests,” added Klein.

Rayt heon is a Del aware corporation headquartered in
Lexi ngton, Massachusetts, with 1996 sal es of about $12 billi on.
Rayt heon produces aircraft, guided m ssiles, space vehicles,

radar systens, and defense el ectronics equi pnent.
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Texas Instrunents is a Del aware corporation headquartered in
Dallas, with total sales in 1996 of about $13 billion. Texas
I nstrunents' Defense Systens and El ectronics Unit produces guided
m ssiles, electro-optical systens, and defense el ectronics
equi pnent. That unit's 1996 sal es were about $1.3 billion.

As required by the Tunney Act, the proposed consent decree
will be published in the Federal Register, along with the
Departnment's conpetitive inpact statenment. Any person nmay submt
witten comments concerning the proposed decree during a 60-day
comment period to J. Robert Kramer, Litigation Il Section,
Antitrust Division, U S. Departnent of Justice, 1401 HSt., N W,
Sui te 3000, Washington, D.C. 20530.

At the conclusion of the 60-day comment period, the court
may enter the consent decree upon its finding that it serves the
public interest.

The Antitrust Division's review of the proposed
Rayt heon/ Hughes acqui sition i s continuing.
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