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U.S. Department of Justice

Antitrust Division

City Center Building
1401 H Street, NW
Washington, DC 20530

May 5, 2003
Roger F. Roberts
Senior Vice President
Space & Intelligence Systems
The Boeing Company
2800 Westminster Boulevard MC SZ-84
Seal Beach, CA 90740-2089

Re:  Comment on Proposed Final Judgment in United States v. Nbrthrop Grumman

Corporation and TRW Inc., No. 1:02CV02432, filed December 11, 2002
Dear Mr. Roberts:

This letter responds to your March 10 letter, commenting on the proposed Final Judgment
submitted for entry in the captioned case. The government’s Complaint in the case charged that the
proposed acquisition of TRW Inc. (“TRW™") by Northrop Grumman Corp. (“Northrop™) would
combine one of the only two suppliers of radar and EO/IR payloads for reconnaissance satellite
systems sold to the U.S. Government (Northrop) with one of the few companies able to act as prime
contractor on U.S. reconnaissance satellite programs that use these payloads (TRW). The Complaint
alleges that as a result of this combination, Northrop would have the incentive and ability to lessen
competition by favoning its own payload and/or prime contractor capabilities to the detriment or
foreclosure of competitors, and would harm the U.S. Government by posing an immediate danger to
competition in two current or future programs, the Space-Based Radar and Space Based InfraRed
System-Low programs (the latter program is now called the Space Tracking and Surveillance
System).

Your letter requests that two modifications be made to the Final Judgment. The first. and
most substantive, request is that the definition of “Payload” be expanded to explicitly include signal
intelligence (“SIGINT™) technology, as well as the electro-optical, infrared, and radar technology that
1s now contained in the definition in the Final Judgment. You state that you believe signal
intelligence payloads, which prior to the merger were made only by TRW, and not by Northrop. were
probably intended to be included, and that their inclusion must be made explicit to “ensure that TRW
SIGINT payloads continue to be made available on a non-discriminatory basis to all potential primes
who wish to bid future covered procurements featuring SIGINT systems.” A specific concern raised
in your letter is the impact of the acquisition on future programs that involve multi-mission satellites
combining both SIGINT and radar capabilities.

The scope of the proposed consent decree is limited to remedying the anticompetitive effects
arising from this transaction. These effects result from the combination of Northrop’s payload



capability with TRW’s satellite prime capabilities. Your letter states that TRW already possesses
SIGINT payload capability. In such event, the combination of this payload capability with
TRW’s satellite prime capability was pre-existing and did not arise from the merger. Therefore,

it is not addressed'in the proposed consent decree.

The second request in your letter is that the Compliance Officer be expressly empowered
to sponsor potential competitors for access to classified information that might be needed to
compete for a given program. Access to classified information is a sensitive issue in any
classified program, and detailed procedures have been developed by the appropriate agencies to
deal with questions that may arise regarding such access. The United States does not believe that
the Final Judgment should be used to modify government procedures, but instead is directed at
modifying private anticompetitive conduct. If internal U.S. Government classification
procedures restrict the number of potential competitors for a project, it is always in the discretion
of the affected agency, after carefully balancing that problem against the need to protect
classified technologies, to modify its own procedures. .

Thank you for bringing your concems to our attention; we hope this information will help
alleviate them. Pursuant to the Antitrust Procedures and Penalties Act, 15 U.S.C. § 16(d), a copy
of your comment and this response will be published in the Federal Register and filed with the

Court.
Sincerely yours,
— D
C it
J. Robert Kramer [I

Chief
Litigation II Section
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Roger F. Roberts, PRD The Boeing Company
Seniof Yice 2800 Waeszminster Boulwvard MC SZ-84

Presigent
Space and Intslligence Systems Seal Beach, CA 90740-2089
integrated Defenss Systems

March 7, 2003

Mr. J. Robert Kramer,
Chief, Lisgation I Section

Antitryst Dimsion

U.S. Department of Justice
1401 H Street, NW., Suste 3000
Washington, D.C. 20530

Dear Mr. Kramet:
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Thank you for considering our comments. Please contact my focal point on this matier, Jeffrey Rohm
at 562-797-1143, i you heve any questions.

Sincerely.

Goge St

Roger F. Roberts
Senior Vice President
Space & Intelligence Sysems
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