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This story was updated at 2 p.m. PDT with new information and again at 10:30 p.m.
with the correct title for Mel Karmazin. He is the CEO of Srius.

The proposed union of XM Satellite Radio and Siffagellite Radio won approval
Monday from the U.S. Department of Justice, aftererthan a year of review.

Antitrust officials said they concluded that comhbgnthe only two satellite radio
players would not "substantially lessen competijti@@ating back concerns raised by
consumer groups and an intense lobbying campadggn broadcast radio operators.

"The evidence did not show that the merger woulsbé&nthe parties to profitably
increase prices to satellite radio customers feeisd reasons," the Justice Department
said ina statement.

The proposed deal--an all-stock deal now valuekbdiillion--still awaits a decision
from the Federal Communications Commission, whiati Wwarned that the companies
hadhigh hurdlesto surmount before gaining approval.

That's because in 1997, the FCC adopted an ordbitjiing such a merger when it
would result in only one operator controlling altallite radio spectrum. The
commission hassked for comments from the public about whether to waive or
modify that rule, and FCC Chairman Kevin Martindskist weekhat a decision is
getting closer.

XM and Sirius shareholdeepproved the merger in November.
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XM and Sirius issued a statement acknowledging the

SI RI USi Justice Department's decision but did not immebjiate

IS Y IR comment further.

The companies have argued in various regulatorye®n
((c>xm)) P 9 quiatory
over the past year that the dealuld not result in

increased pricesfor subscribersand that, in fact, it
would actually produce more programming choiceshsas options to buy themed
bundles of channels that are cheaper than eitmpany's existing packages. Sirius
CEO Mel Karmazin argued that those changes wouldbissible in large part because
of "efficiencies" gained through merging the comipan

Consumers would also, in theory, be able to heagnamming that's specific to one
service--such as Howard Stern on Sirius and OpnaXiM--without having to
purchase a new radio, if the compa merge.

At the moment, accessing channels offered by batillge radio providers--for
instance, Howard Stern on Sirius or Oprah on XMydiees aseparate $12.95 montt
subscription and receiver for each company. Ifdéal is approved, company
executives have said subscribers will be able tesschannels from both XM's and
Sirius's lineups without purchasing new radios, trad prices for either service won't
climb above the $12.95 rate currently charged.

Under apost-merger pricing plan revealed last summer, consumers would also have
numerous other options, ranging from a 50-chanadd ‘tarte” package costing $6.99
per month, to a 1¢&-channel bundle of combined XM and Sirius offerifgs$25.90

per month. But t subscribe to the new "a la carte" channel packagesumers wou
have to buy new radio receivers capable of prongdsiose requests, which would
reportedly cost the same amount as existing rere{vanging from about $50 to more
than $200).

Consumer advocacy groups, such as the Consumeos ldnd the Consumer
Federation of America, haglestioned whether consumerswill really be ableto
take advantage of those promised benefits without incurring new costs.

Christopher Murray, senior counsel to Consumersitiold CNET News.com on
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Monday: "The result for consumers is likely to bgher prices, more advertising on
pay radio, an fewer choices for programming. This is an unthiyikaand
disappointing result. Let's hope the FCC does &bgth in reviewing this deal.”

Nationa Association of Broadcasters Executive Vice Pragidennis Wharton said
the organization was "astonished" that the Jufigeartment had signed off on the
deal.

Monopoly or not?

One key question facing antitrust officials was titee a combined XM-Sirius entity
would constitute a monopoly. The politically powdrNational Association of
Broadcasters and radio conglomerate Clear Charmmahi@inications had argued that
would be the case and that the deal should be thomtt XM and Sirius contended
that satellite radio should be viewed not in a realdy itself, but in competition with
traditional and Internet-based radio services.

In reaching its conclusion, the Justice Departnseded with the satellite radio
operators' interpretations. Because of the existenca variety of other sources of
audio entertainmenincluding traditional AM/FM radio, HD Radio, MP3gyers (e.g
IPods), and audio offerings delivered through veissltelephones," along with
whatever "next generation" audio-delivering tecloggl may emerge, the antitrust
overseers said they found no evidence that thdisatadio operators would be
tempted to raise prices.

The Justice Department also argued that thasenever been "significant” competit
among the satellite providers because "customess anguire equipment that is
specialized to the satellite radio service to whiaky subscribe, and which cannot
receive the other provider's signal." Moreover,¢bmpanies have begun entering into
long-term contracts with car manufacturers to peuheir services, which means
there's no evidence that there will be competiietween the companies on that front
"for many years," the Justice Department said.

More than 70 members of Congress from both polipeaties had also urged that the
deal be shot down, arguing that it was contramhé&opublic interest. Democratic
congressional leaders were quick to criticize t&ide Department's ruling on
Monday and to vow more oversight.
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"We believe the elimination of competition betweév and Sirius is contrary to
antitrust law and the interests of consumers," Semnb Kohl (D-Wis.), the chairman

of the U.S. Senate's antitrust panel, said intamstant. "We urge that the FCC find the
merger contrary to the public interest and exentssauthority to block it."

Rep. Edward Markey (D-Mass.), chairman of a Houdeepresentatives
telecommunications and Internet panel that overgeeBECC, urged the regulators, if
they approve the deal, "to appropriately condiaoy such approval to ensure
consumer welfare with respect to long-term serpiess and pricing as well as
equipment compatibility and pricing."
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