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Before the
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Washington, D.C. 20554

In the Matter of

Lockheed Martin Global
Telecommunications, COMSAT
Corporation, and COMSAT
General Corporation, Assignor

and File No.
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and Telenor Satellite, Inc., Assignee
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APPLICATION FOR APPROVAL OF ASSIGNMENTS
AND PETITION FOR DECLARATORY RULING

Lockheed Martin Global Telecommunications (“LMGT™), COMSAT Corporation, and
COMSAT Genaral Coxponstion (collectively “COMSAT™), together with Telenor Satellite
Mobile Servicem, Inw. (“TSMS™), Telenor Satellite, Inc. (“Telenor Satellite™), and their
Norwegian indirect sole owner and guarantor, Telenor Broadband Services AS (individually or
collectively “Telenos”), submit this Application under Sections 214, 310(5)4) and 310(d) of the
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Communications Act of 1934' to request approval of COMSAT"s assignment of certain Title [
common carrier authorizations and Title [II radio licenses to Telenor Satellite. The Applicants
seek approval of these assignments in connection with TSMS’s proposed acquisition of the assets
of a COMSAT business unit known as COMSAT Mobile Communications (“CMC™M.2 The
Applicants also request a declaratory ruling that the acquisition of these authorizations and
licenses by Telenor Satellite, and the proposed operation by TSMS of the CMC business, is
consistent with Section 310 and will serve the public interest.
INTRODUCTION aad SUMMARY

The proposed acquisition of the CMC line of business by Telenor’s U.S. subsidiaries will
serve the public interest by enhancing competition and consumer choice in the marketplace for
U'S. international mobile satellite services ("MSS”). In particular, the combination will il
existing gaps in both companies’ geographic reach, giving U.S. customers a new choice for
seamless worldwide coverage from a single provider. Moreover, Telenor plans to offer MSS
features and services not currently available from CMC, thereby expanding product choice.

Conversely, the proposed transaction poses 0o risk of harm to the already competitive
marketplace for U.S. intemational mobile communications services. Because Telenor currently
does not originmte or provide international MSS from the United States—and therefore does not
provide U.S intemmational secvices as defined by the Commission—approving the combination
of CMC and Telenos will not lessen competition for such services. Rather, the proposed
acquisition will enhance the range and quality of MSS available to U.S. customers, while also

' 47 US.C. §§ 214, 310.
2 AsnotedinAmchmqulandanasimqut‘ommmpmyingthisﬁling,oneofthe

licenses that COMSAT proposes to assign to Telenor Satellite is held by COMSAT General
Corporation, a subsidiary of COMSAT Corporation.

2




Organization’s Agreement on Basic Telecommunications Services (the “WTO Basic Telecom

Agreement”).

telecommunications services in its home country and abroad. Telenor ASA was incorporated
seven years ago as the result of Norway’s restructuring of its public telecommunications carrier.
The company issued an initial public offering last year, which resulted in the sale of
approximately twenty-one percent of its stock to private investors. Telenor ASA’s shares are
traded on the NASDAQ and Oslo stock exchanges, thereby subjecting the corporation to U.S.
and Norwegian securities laws.

(“LES™) operators that provide mobile-originated services via the Inmarsat system. Now a
privately incorporated company known as Inmarsat Ventures, Ltd.,’ Inmarsat was founded in
1979 as an intergovernmental organization (“IGO™) to provide satellite-based maritime

against one snother—and through approximately 500 certified Inmarsat service providers
worldwide—in offfiring services directly to end usa: or through their numerous distributors and

satisfying the United States’ market-opening commitments under the World Trade

Telenor ASA, the US. subsidiaries’ ultimate parent company, offers a variety of

As business enterprises, both Telenor and COMSAT are among the 28 land earth station

agents in various locations CMCmvidaintamﬁonﬂmobﬂesavicapﬁmnﬂythmugh its

proposed here does not affect that interest. Telenos Broadband Services AS, in an unrelated
transaction last year, acquired from LMGT additional shares in Inmarsat Ventures Ltd. and now
holds 15%—the maximum levet of ownership permitted under the Inmarsat Ventures Ltd.

LMGT currently owns approximately 14% of Inmarsat Ventures Ltd. The transaction

(Continued...)

WA 295642 |



land carth station facilities in Connecticut and California; Telenor’s LES, known as EIK, is
located in Norway.

The proposed acquisition will ensure that the combined entity can compete effectively for
U.S. international MSS business. There is a wide range of LES operators and certified [nmarsat
service providers competing for U.S. international traffic, In terms of U.S.-based Inmarsat
traffic, CMC has already been Surpassed by a Canadian competitor, Stratos, which recently
acquired the mobile satellite unit of British Telecom. The proposed transaction will not alter
CMC’s position, because Telenor has no U.S. international MSS business. Two other major LES
operators, the Netherlands’ KPN and Australia’s Telstra, recently merged their Inmarsat service
platforms under the name “Xantic” (formerly known as “Station 127). Both of these newly
combined entities offer service to all fomoftheocemregiomintlnlnmmatsystem via their
own or their affiliates’ facilities, in contrast to CMC and Telenor Broadband, which currently
must contract with other facility owners to provide global coverage.

InadditionwiUmmyﬁvmmmmmmmCMCahofacafaciﬁﬁwbased
competition in the U.S. market from satellite systems that offer mobile communications services
intemationahy. Thess altemative global and regional satellite systems include Motient,
Globalstar, ACeS; and TMK to name a few. The emergence of a terrestrial-based global mobile
roaming mackeg as described in the recent Deutsche Telekom-VoiceStream Order, also presents
an ever-growing challenge to win over U.S. consumers to MSS services.

To meet the demands of this vigorously competitive marketplace, Telenor has concluded
that acquiring andthawycombiningthnCMCemapﬁuimoomglobd sexrvices platform will

(...Continued)
Articles of Association.




most effectively attract and serve customers, The anticipated benefits include operational
efficiencies and synergies that ultimately will flow to U.S. Customers and end-users in the form
of improved and more varied services at competitive prices. Among other economies of scale,
creation of a unified network with seamless access to ai] four Inmarsat ocean regions will
climinate the current need for—and cost of—outsourcing communications traffic in the Indian

Ocean Region (as CMC now does) or the Pacific Ocean Region (as Telenor Broadband now

‘doel).

Telenor has a proven track record as a pioneering innovator; for example, its Norwegian
predecessor was among the first to offer mobile VSAT applications for the maritime and offshore
oil and gas industries. Appmvalofthepropondaﬁmqnwillmmﬂmdnbeneﬁts of such
innovations would also become available to U.S, customers on a giobal basis.

In addition to iupmminofsipiﬁcanconmbmeﬁawimomthcﬁskofcompeﬁtive
hmm,mepmpoaedumﬁmmmmmleplimpedimmtomc&mmjssion's
grant of this Applicatiom. The recently released Deutsche Telekom-VoiceStream Order makes
clear that the U.S. subsidiaries of the Norwegian-incorporated Telenor ASA are fully qualified to
hold the Tithe Iik Hicenses and Title IT authorizations at issue here. The corporate relationship
between ther Delaware-incorporated Telenor Sateilite and its parent companies places the
proposed transaction squarely within Section 310(bX4) of the Communications Act, which (as
explained in the Deutsche Telekom-VoiceStream Order) gives the Commission discretion to
approve indirect foreign ownership of U.S. licensees. Moreover, because Norway is a WTO-
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member country, Telenog’s subsidiaries enjoy the benefit of a presumption that their entry into
the U.S. marketplace will be pro-competitive.

| That presumption, in turn, is entirely supported by the facts. Telenor ASA (the proposed
licensee’s ultimate parent company) is a publicly-traded company that operates like other

commercial enterprises. It is fully subject to Norwegian and US. securities laws designed to

treatment by virtue of its partial government ownership. In addition, because Norway adheres in
full to the European Union’s telecommunications regulatory principles (through the framework
oftheEtmpechonomicAraAgreemau)mdhuopmitsowndomaﬁc
telecommunications markets to foreign entities, Telenor ASA and its subsidiaries are subject to
theecomnﬁcdixipﬁmofacompedﬁvemarkeqﬂmintheirhomeomy. Finally, in
connection with this Application, Telenor has initisted negotiations with relevant U.S. executive
branch agencies and will abide by the terms of an anticipated agreement with those agencies with
respect to national security and law enforcement issues.
Invicwofthm&cu.thocomﬁuionahonldhavemhainﬁoninmﬁng the proposed

assignment of CMC’s licenses and authorizations to Telenor Satellite and in issuing a declaratory
ruling that the peoposed transaction will serve the public interest. In the sections that follow, this
Application peevides descriptions of (I) the Applicants, (II) the proposed transaction, (IIT) the
licenses and authorizations, (IV) the proposed Assignee’s qualifications, and (V) the public
interest benefits associated with TSMS's proposed acquisition of the CMC business. Also
attached are FCC forms and supporting applications in satisfaction of the Commission’s rules
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governing the proposed assignments, including an application under Section 214 and
accompanying regulations,
L DESCRIPTION OF THE, APPLICANTS

A.  COMSAT Mobile Communications

CMC is a business unit of COMSAT Corporation, a wholly owned subsidiary of LMGT,
which in turn is a wholly owned subsidiary of Lockheed Martin Corporation, a publicly-traded
company. CMC'’s primary business is the provision of mobile satellite service to maritime,
aeronautical, and land mobile customers, utilizing space segment capacity on the Inmarsat
satellite system. CMC currently provides service to customers using a combination of its own
land earth station facilities located at Southbury, Connecticut, and Santa Paula, California, and
foreign-owned land earth stations located at Kuantan, Malaysia, and for certain customer
services, Perth, Australia and Fucino, Ialy. Additionally, CMC provides C-band services to
. cnﬁseshipcuaommmingspmsegmqucapxitymthomTELSATweuitesyam

The operating assets of CMC will transfer to TSMS or one of its U.S. subsidiaries upon
closing of the proposed acquisition. [n addition, substantially all of the personnel currently
assignedbyLMGTtoCMCWinbcmainedbyTSMSwmaﬁlimdU.S. operating company
upon closinggy-

R TSMS and Associsted Entities

Telenow Broadbend Services AS of Norway (“Telenor Broadband™) established TSMS as
aUs. holdin'cmywﬁcmilye.mmudnpmpondbuyeofthecwlc business
from COMSAT. TSMS is 100% indirectly owned by Telenor Broadband, which is in turn 100%
indirectly owned by Telenor ASA. Telenoe ASA is a publicly-traded company incorporated in
Norway and based in Oslo. Through its wholly owned subsidiaries, Telenor ASA provides fixed

network services to nearly 2.5 million subscribers and mobile services to more than 2 million
7




subscribers in Norway. In addition to fixed and cellular services in Norway, Telenor ASA’s
subsidiaries also provide mobile communications, broadcasting and sateilite services, and
internet and associated services in European and other markets worldwide. Gross sales revenue
for Telenor ASA’s consolidated operations amounted to nearly $4 billion in 2000.

1. Background and Lines of Business

In 1994, Norway converted its public telecommunications carrier into a company limited
by shares (“Ltd.”) owned 100% by the Kingdom of Norway, and named the new company
Telenor AS. Also during this period, the government began to open Norway's
telecommunications markets more widely to competition, with a full liberalization of all market
segments to new entrants completed by January 1; 1998. An initial public offering on the Oslo
and NASDAQ exchanges in December 2000 resulted in the sale to the general public of
approximately 21% of the shares in the renamed Telenor ASA (inchuding approximately 14% to
non-Norwegians), leaving 79% ownership with the Kingdom of Norway. The Norwegian
parliament has authorized the offering of additional Telenor ASA shares to the general public,
withinacmenﬂypamittedccilin.oﬂ%publicowmship.

Telenor ASA currently has four core areas of business: (1) mobile communications, both
in Norwsy and as & minority shareholder in mobile telephony operations in a total of 15 markets,
primarily in Eusope and & fow in Asia; (2) ixed network telecommunications service in Norway,
including the highest rate of ISDN penetration in the world; (3) internet services, including not
only ISP service in Norwsy but also Europesn-wide provision of internet and other [P-based
communications services under the “Nextra™ brand; and (4) broadband services, including the
leading satellite broadcasting and subscription television operation in Scandinavia (which
Telenor Broadband provides over its own Thor satellites, INTELSAT, and terrestrial facilities),




and other sateilito-based services provided over the Thor satellites or the INTELSAT, Eutelsat,
and Inmarsat systems.

Through its Norwegian land earth station, EIK, and its 15% shareholding in [nmarsat
Ventures Ltd., Telenor Broadband has made a strong and enduring commitment to the
commercial success of the Inmarsat System. [nmarsat began in 1979 as the International
Maritime Satellite Organization with the objective of providing satellite communications and
global maritime distress and safety services (GMDSS) to the maritime industry. It was
privatized in 1999.* The active participation and investment of the former Telenor Satellite
Services AS (now Telenor Broadband) in Inmarsat services reflects the relatively high level of
demand in Norway forcommunicaﬁomtoserveimsubmﬁalcommucialmaritime fleet and
offshore oil & gas industry, both domestically and worldwide. Telenor is one of the 28 land
carth station operators (“LESOs”) that currently provide Inmarsat services, through 36 different
land earth stations located around the globe. [n different geographic regions that they serve, the
LESOs compete with one another and approximately 500 certified Inmarsat service providers
(not including distributors and agents). Of all these [nmarsat service providers, Telenor has
carned one of the best reputations for service quality, technical sophistication, reliability, and
customer sesviem- _

Telenos Broadbend’s groes revenues from mobile satellite service in 2000 approached
MOOmiHioqddﬂmtmlyﬁomcunomminEmope,b\ndn&mAsi;Aﬁica. and the
Americas. Telenor Broadband offers the full range of Inmarsat services, including maritime,
acronautical, and land mobile voice and data communications. Through the EIK earth station,

‘ See FCC Public Notice, /ntermarional Bureaw Information: Report to Congress
Regarding the ORBIT Act (rel. March 31, 2000).




Telenor Broadband can directly access Inmarsat satellites that serve the Indian Ocean, Atlantic
Ocean East, and Atlantic Ocean West regions, leaving only the Pacific Ocean Region outside its
zones of coverage.

Telenor Broadband’s mobile satellite business has no customers for U.S.-originated
intemnational service nor does any other Telenor ASA business currently have appreciable U S.-
originated revenues. Telenor ASA currently does not own or lease any telecommunications
common carrier facilities in the United States, although one of its wholly-owned subsidiaries,
Telenor Global Services AS, does hold a Section 214 authorization for global facilities-based and
resale service.*

2, Corporate Ownership and Governance

As a publicly traded company, Telenor ASA operates strictly on a for-profit basis.
Telenor ASA’s competitive discipline, commercial orientation, and full exposure to market
forcesmensmedthmughthemechmimandufegnndaduaibedbelow.‘

The Kingdom’s shares in Telenor ASA are heid by the Ministry of Trade and Industry, a
separate agency from Norway’s telecommunications regulator, the Post and Telecommunications
Authority (“PT”). The PT functions as an independent administrative unit of the Ministry of
Transport and Communications, and legaily has complete autonomy from political intervention.’
The N«wﬁ-m.ﬁm all shareholder rights to the Ministry of Trade and [ndustry

’ See FCC File Number ITC-214-19980303-00160 (1998).

s The information provided herein regarding the corporate governance of Telenor ASA is
current as of the filing date of this Application.

? Decisiomofthe?l‘msubjeatotwolmhoffomalleplappulbyaﬂ'ectedpartiu,
ﬁmtoanappuhbocdandseeondtoNormy'sindependanjudiciny.
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in order to reinforce the legal and structural separation of Norway’s ownership interest from the
government’s regulatory oversight of Telenor ASA and its competitors.
a) Governance Structure

Three consecutive layers of private sector control separate the Ministry of Trade and
Industry exercising the Kingdom’s shareholder rights from the daily management, business
activity, and strategic direction of Telenor ASA. At the highest level of control sits the 15-
member Corporate Assembly, clected by the Shareholder’s Meeting. Ten of the Assembly
members are shareholder-elected and five are employee-elected (by the approximately 20,000
employees of Telenor ASA). None of these 15 individuals holds a position in the national
government. By law, members of the Corporate Assembly must represent the interests of ail
shareholders, including private shareholders, fairly and without favoritism or conflicts of
interest.® The Corporate Assembly clects the Board of Directors, selected through a Nomination
Committee, and has final approval power over major investments and substantial changes in the
company’s operations, in accordance with the Norwegian Public Companies Act.

Telenor ASA’s Board of Directors has nine members, none of whom hold positions in the
Norwegian govemnment o national civil service. The Board selects and supervises the
company’s semios managing officers. The senior officers, including the President and Chief
Executive Offfees; have responsibility for the daily management of the company. None of the
officers or other executives of Telenor ASA are government officials or civil servants. Board
members and officers of Telenoe ASA have the same legal obligation as members of the

' See Articles 6-27, 6-28 and 6-38(2) of the Norwegian Public Limited Companies Act.
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Corporate Assembly to serve the interests of all shareholders without favoring the interests of
one class or type of shareholder over another.”

In sum, Telenor ASA’s Corporate Assembly, as a fiduciary for all of the shareholders,
has appointed a Board comprised exclusively of private citizens, which in tumn supervises a
management team comprised exclusively of private citizens. This three-tiered decision-making
structure insulates Telenor ASA’s officers from potential government influence and precludes the
Ministry of Trade and Industry (representing the shareholder rights of the Kingdom) from
participating in company management or operations.

For-profit orientation and obligation of managemens—Telenor ASA's directors and
officers manage the company as a business with the objective of ecamning profits that equal or
exceed the performance of pea" companies in the industry for the benefit of all shareholders. "
~ This expectation is reinforced by the Telenor ASA management’s }ﬁdncizry obligation to protect
the interests of all shareholders under Norwegian law. In addition, as a NASDAQ:-listed
company, Telenor ASA is subject to U.S. securities laws, including the disclosure rules of the
Securities and Exchange Commission, as well as Norwegian securities laws and regulations
governing the Oslo stock exchange.'*

’ Id. Noswegian corporate law entitles minority shareholders to assert and defend their
ﬁgbuinm-i’nhﬁghpowcmobuinmmdofmybondacﬁonthnmmsonably
favors the interests of othew shareholders or third parties over the interests of the adversely
affected shareholders or the company as a whole.

10 Evaluation of company resuits and senior management performance is strictly on the
basis of return on capital, long-term profitable business development, and the creation of value
for all shareholders. In particular, the Corporats Assembly and the Board expect senior
management (o generate capital returns consistent with the world's other leading
telecommunications carriers.

" The following relevant disclosure statements appeared in the November 2000 Prospectus
for Telenor's initial public offering:

(Continued...)
12
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Absence of subsidies or other government benefits—Telenor ASA receives no grants,
loans, loan guarantees, or other subsidies from the government. '* Telenor ASA currently has a
rating from Moody’s for its long-term debt of A2, which is consistent with the ratings of peer
‘telecommunications carriers and which reflects the absence of any government guarantees or
other backing of Telenor ASA’s debt.

Competitive access to domestic telecommunications marketplace—Norway provides
unrestricted access to its telecommunications markets as a party in good standing to the WTO
Basic Telecom Agreement, including the Agreement’s Reference Paper on Regulatory
Principles. Norway fully liberalized all segments of its telecommunications markets effective
January 1, 1998, making it one of the first European countries to conform with the European
Union’s Open Network Provision (ONP) directives.”

(...Continued)

The Norwegian government has noted that as one of several shareholders in
Telenor, the Kingdom of Norway will foremost concentrate on issues relating to
return on capital, capital structure and dividend policy, emphasizing long-term
profitable business deveiopment and the creation of value for all sharehoiders.
The Norwegian govemment plans to ensure that the Kingdom of Norway's
ownership position will be exercised professionally and in accordance with usual
businesslike practices. Telenoe will be expected to generats capital returns
consimwithdlonolotthmopeneompuniainthemcindumandwim
equivalent positioning to that of Telenor. The capital structure and the dividend
policy should be conducive to the creation of shareholder value.

2 Rathes, the govemmient imposes universal service obligations on Telenor as the country's
dominang carrier that require Telenor to provide nationwide access at affordable prices
for basic ications service. [n general, Telenor receives no compensation from the

1 Although Norway does not belong to the EU, it is a member of the European Economic
Area (EEA). Under the framework of the EEA Agreement, Norway must conform its
telecommunications and competition laws and regulations to EU requirements.

13
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Telenor ASA and its subsidiaries are subject to strict oversight of their oOperations by the
PT, an entity that by law and regulation must exercise its regulatory functions independently of
~other government agencies within the national legal and regulatory framework.'* Telenor ASA,
because of its position in Norway’s land-line and mobile services marketplace, is subject to
comprehensive regulation to ensure the openness to competition of its domestic basic services
network. The PT reviews Telenor ASA’s compliance with interconnection, accounting
separation, transparency, cost-based pricing, non-discriminatory access, unbundling, and other
requirements imposed on the corporation’s domestic operations to promote competition and
preclude any potential abuse of market power.

Norway has one of Europe’s most liberal licensing regimes for new entrants to its
telecommunications markets. Telenor ASA’s share of fixed-line services, for example, has
declined steadily and now stands at only 77% of the business market and 68% of the residential
market. With the exception of certain mobile telephone services, no license is required for new
entrants. The government has awarded numerous licenses for mobile telephone services, and
imposes no restrictions on the basis of nationality.” In view of these competitive conditions and
mede-ngulatedmﬁkafaﬁnamﬁondcdhbeWeenNormymdtthnitedSm the FCC

4 See note 7 above and the accompanying text. For example, the director general of the PT
is a civil servamst snd not a political appointee of the government in power.

s As a resulg foreign firms, including several with U.S. direct or indirect ownership, are
active in all of the major telecommunications market segments in Norway. Examples include
international service provided in Norway by MCI WorldCom AS and SBC’s indirect
participation in the Norwegian market through its affiliate, TeleDanmark (owner of ELTeleOest).
The National Trade Estimates Report of the U.S. Trade Representative and other publicly
accessible information regarding access by U.S. companies to world markets have identified no
impediments to foreign participation in Norway'’s telecommunications services markets, nor any
complaints regarding access to the Norwegian market by U.S. carriera.

14
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has granted U.S. carriers blanket approval to provide switched basic services over authorized
private lines to/from Norway, outside the scope of the intemational settlements system.'®
IL DESCRIPTION OF THE PROPOSED TRANSACTION

The Applicants seek approval for the acquisition by TSMS of the CMC business,
involving the purchase of substantially all the assets of CMC from the Assignor, COMSAT, and
the assignment of CMC-related FCC licenses and authorizations to Telenor Satellite (the
“Assignee”). The contemplated acquisition would occur under the terms of an Asset Purchase
Agreement entered into on March 27, 2001 by and between COMSAT, TSMS, and Telenor
Broadband Services AS (as gusrantor).

All of the Telenor entities in the proposed ownership chain are 100% ultimately owned
by Telenor ASA. TSMS wholly owns two other Delaware corporations, including the Assi gnee,
Telenor Satellite, which will hold the FCC licenses and authorizations, and a separately
incorporated operating subsidiary, Telenor Broadband Mobile Satellite Services, Inc. A
corporate structure flow chart of the Telenor entities involved in the acquisition appears below:

¢ See Applications of ATAT Corp. et. al.. Order and Authorization, 13 FCC Rcd 11063
(1998) (alsa recognizing below-benchmark accounting rates).

LS




Telesor Communications AS

calculation of the final net asset amount. ThcAssignotWillcominmtoexistmdopmte its
other lines of business after closing of the proposed CMC sale. However, CMC’s business and
assets will transfr st closing to TSMS and its two subsidiaries. In particular, the Section 214
authorizations and Title ITI licenses identified in Attachment 1 of this Application and described
in the foliowﬁ'mﬁnmu closing to Telenor Satellite.

L. FCC AUTHORIZATIONS TO BE TRANSFERRED PURSUANT TO THIS
APPLICATION

A.  Curreat Liceases and Authorizations

COMSAT, through its business unit CMC, holds various FCC licenses and authorizations
that will be assigned to Telenor Satellite upon completion of the proposed assignment.
Specifically, COMSAT proposes to assign certain licenses for earth station facilities and certain




Section 214 authorizations and experimental authorizations, all as described in the relevant
applications submitted in conjunction with this filing. A current list of the CMC-related
COMSAT licenses and authorizations is provided in Attachment 1.
B. Request for Approval of Additional Authorizations
While the applications for approval of these assignments are intended to be complete, the
licensees involved in this proposed transaction may have on file, and may file for, additional
authorizations for new or modified facilities that the FCC may grant during the pendency of the
assignment applications. Accordingly, the Applicants request that the grant of the assignment
applications include authority for assignment to Telenor Satellite of:
(1)  any authorization issued to COMSAT/CMC during the pendency of the
+ Commission’s consideration of the assignment applications or during the
period required for consummation of the assignment following approval;
and

(2)  applications that will have been filed by COMSAT/CMC and that are
pendingatthcﬁmeofconmmmaﬁonoftheptopocedassignment.

Such action would be consistent with prior Commission decisions."”

C.  Blanket Exemption to Cut-Off Rules

Pursuant to Sections 25.1 16(b)X(3) and 1.933(c) of the Commission’s rules, the Applicants
request a bllu-eumptiu from any applicable cut-off rules in cases where COMSAT/CMC
files Wbmm 23 or other applications to reflect the consummation of the

proposed assignment The exemption is requested so that amendments to pending applications

17 See Applications of PacifiCorp Holdings, Ine. and Century Telephone Enterprises, Inc.,
Memorandum Opinion and Order,13 FCC Rcd 8891, 8915-16 (1997) (“PacifiCorp-Century
Order); Applications of Pacific Telesis Group and SBC Communications, Inc., Memorandum
Opinion and Order, 12 FCC Red 2624, 2665 (1997) (“SBC-PacTel Order™); Applications of
Craig O. McCaw and American Telephone and Telegraph Co., Memorandum Opinion and
Order, 9 FCC Red 5836, 5909 n.300 (1994) (“AT&T-McCaw Order™).
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reporting the assignment would not be treated as major amendments requiring a second public
notice period. The overarching scope of the transaction between COMSAT/CMC and TSMS
demonstrates that any ownership changes that result with respect to any particular pending
application are part of a larger assignment undertaken for a legitimate business purpose.

Grant of an exemption from the cut-off rules would be consistent with previous FCC
decisions routinely granting a blanket exemption in cases involving large transactions. ' In
previous cases in which it has granted a blanket exemption, the Commission has “considered two
factors: (1) whether the proposed transaction ha(s] a legitimate business purpose, and (2)
whether the change in ownership otherwise serve{s] the public interest.™® This Application is
submitted for a legitimate business purpose with no evidence of an improper attempt to profit
from the sale of the Application.® Further, as set forth in Section V below, the proposed
assignment to Telenor Satellite of COMSAT/CMC’s licenses and authorizations would serve the
public interest and promote competition.

IV.  QUALIFICATIONS AND ELIGIBILITY OF THE, TRANSFERER

Telenor Satellite is financially, technicaily, and legally qualified to hold the FCC licenses
necessary to operate the CMC business, in conjunction with the other Telenor U.S. subsidiaries
established by Telenor Broaddand for this purpose.

' Ses, e.g, Applications of ICO-Teledesic Global Limited, Memorandum Opinion, Order
and Authorizstiomy DA 01-6, 2001 LEXIS 90, ¥ 12-14 (rel. Jam. 9, 2001) (“/CO-Teledesic
Order”), PacifiCorp-Century Order, 13 FCC Red at 8915; AT&T-McCaw Order, 9 FCC Rcd at
5909 n.300; Applications of Centel Corporation and Sprint Corporation, Memorandum Opinion
and Order, 8 FCC Red 1829, 1833 (1993).

i ICO-Teledesic Order at 4 12.

b See id. at § 13 (“With respect to the first factor, the Commission's overriding concemn is
whether the applicant . . . has attempted to profit solely from the sale of an application™).
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A.  Financial and Technical Qualifications
 As detailed above,* Telenor Broadband, the indirect sole owner of Telenor Satellite, is a

leading global supplier of mobile satellite telecommunications services, With Telenor ASA;s
approximately $4 billion in annual sales revenue, Telenor unquestionably is financially and
technically qualified to operate the CMC business through the U.S. subsidiaries that it has
created for this purpose.

B. Telenor Satellite Is Legally Qualified to Hold the CMC Licenses

Telenor Satellite is also legally qualified to hold both the Section 214 authorizations and
TitlemlicensesthatCMCpmposeotoassigntoit.

Telenor Sateilite’s legal eligibility to hold CMC’s Section 214 authorizations is addressed
n the Section 214 assignment application that the Applicants have filed separately with the
Commission.” The proposed holding by Telenor Sateilite of CMC’s Title I licenses is also
consistent with Section 310,” and the Applicants hereby request a declaratory ruling to that
effect, including a finding that the proposed assignments will serve the public interest.

Under the FCC’s recently-released Order approving the merger between Deutsche
Telekom and VoiceStream, “indirect ownership of (a] licensee by a foreign government . . .
should be addressed only under Section 310(b)X4)."* There the Commission noted that Section

n See Sestion LB sbove:
a A copy of the Section 214 application is appended as Attachment 1.
B 47US.C.§310.

1 Applications for Consent to the Transfer of Control of Licenses and Authorizations by
Deutsche Telekom AG and VoiceStream Wireless Corp., et. al., Memorandum Opinion and
Order, FCC No. 01-142, IB Docket No. 00-187, § 33 (rel. April 27, 2001) (“Deutsche Telekom-

VoiceStream Order™).

9
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310(b)4)’s plain language authorizes the FCC 1o analyze the public interest implications of. and
permits the FCC to approve, requests to hold licenses from “any corporation directly or indirectly
controlled by any other corporation of which more than one-fourth of the capital stock is owned
of record or voted. . . by a foreign government or representative thereof . . . ."* Telenor Satellite
is a U.S. corporation, wholly owned by TSMS, a US. corporation whose ultimate parent,
Telenor ASA, is a publicly traded Norwegian corporation owned in large part by non-US.
shareholders, including the Kingdom of Norway. Consistent with the foregoing and with the
approach to Section 310 adopted in the Deutsche Telekom-VoiceStream Order, Section 3 10(b)X4)
govemns the proposed transaction between CMC and TSMS and the Commission’s evaluation of
this Application.’

For guidance in such cases, the Commission has referred to the “WTO Agreement on
Basic Telecommunications Services, which seeks to promote global markets for
telecommunications so that consumers may enjoy the benefits of competition.”” It was this
historic agreement that prompted the FCC in l997toadoptlibmlizednﬂenconccming the

participation of foreign entities in the domestic telecommunications market.” Of course, because

B ld. 8§34 47US.€ § 3100b)4)

mmmmmwoﬁmx foreipownauhipsmlcmadtirmedby
Section SIMXthmhoMthucopoofSecﬁon 310(a) and (bX(1)«(3). /d at §
44.

4 Vodafone Airtouch, pic and Bell Atlantic Corporation, for Consent to Transfer of Conerol
or Assignment of Licenses and Authorizations, 1S FCC Red 16507 at 113 (2000).  The
commitments undertaken as a resuit of the WTO basic telecommunications services negotiations
areincomontedintoﬂnGmalAmonTndcinSavim(GATS)bythe Fourth
Protocol to the GATS. Fourth Protocol to the General Agreement on Trade in Services (WTO
1997), 36 LL.M. 354, 366 (1997).

n See Rules and Policies on Foreign Participation in the U.S. Telecommunications Market,
(Continued...)
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Telenor Satellite’s uitimate parent company is a Norwegian Corporation, Telenor Satellite
receives the benefit of the FCC’s presumption that “indirect investments by investors whose
home markets are in WTO Member countries”™ are consistent with the public interest.

The Commission’s Deutsche Telekom-VoiceStream Order also makes plain that the
presumption favoring entry applies equally to any of the several ownership structures set forth in
Section 310(b)(4).® In such cases, the FCC may—as part of its ovenuvpublic interest analysis—
consider whether the indirect foreign ownership poses any “special” risk to competition beyond
the traditional considerations accorded to any entity’s position in the relevant market ** Here, as
noted in Section 1.B.2.a. above, Telenor enjoys no preferential access to capital, no special
subsidies, no favorable regulatory treatment, and no other competitive advantages by virtue of its
ownership.” Commission precedent therefore provides that the 79% shareholding which the
Kingdom of Norway has in Telenor ASA, the ultimate parent of the U.S. subsidiaries through
which holding of the Title I licenses will occur in this case, in and of itself, “does not
contravene the public interest.”

(...Continued) .
Report and Order and Order on Reconsideration, 12 FCC Rcd. 23891 at 12 (1997) (“Foreign
Participation Order™).

» Id. a2 198 (1997); ses also id. at 1 117, (clarifying that the Commission will apply to
mobile servicen“the same standard . . . that we apply to other basic telecommunications services
under Sectiow310(0)}4)- . . .").

0 See Dewtsche-Telekom-VoiceStream Order at { 43 (FCC’s “review of section 310 as a
whole ... best support(s} an interpretation that treats foreign individuals, corporations, and
governments in the same manner”™); see also id. at 933, 39, 42-43.

n Id at  50.
1 See id. at 1§ 60-72.
3 day7s.
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Accordingly, the remainder of the Commission’s review efforts should tumn to the
standard elements of any public interest analysis under Section 310(bX4). Section V, below,
demonstrates that Telenor Satellite's acquisition of CMC’s licenses and authorizations will
satisfy that test. In particular, the proposed creation of a new facilities-based global competitor
in the U.S. international mobile services arena will provide U S. consumers with more varied and
competitively priced service offerings and options.

Thus, Telenor’s proposed acquisition of CMC’s assets, which is the basis for the
Application and the Proposed assignment of licenses, readily satisfies the FCC’s public interest
standard under Section 310(b)(4).

V. THE PROPOSED ACQUISITION WILL CLEARLY SERVE THE
PUBLIC INTEREST AND PROMOTE COMPETITION IN THE USs.
TELECOMMUNICATIONS MARKETPLACE
Sections 214(a) and 310(d) of the Communications Act require applicants seeking

Commission consent to an assignment of FCC licenses and authorizations to demonstrate that a

grant would be consistent with the “public interest, convenience and necessity.™ In making this

determination and its associated findings, the Commission weighs “the potential public interest
humsofthcpmpondﬂmncﬁmagdnathcpoteuﬁdpublkinwwbmﬁummmthu the

Applicants have demonstrated thst, on balance, the proposed transaction serves the public

interest ands convenience’™® When reviewing applications in connection with mergers or

acquisitions, this PCC cousiders four factors:

*  Seed47US.C.§§ 214(a), 310(d).

¥ Applications for Consent to the Transfer of Control of Licenses and Section 214
Authorizations by Time Warner Inc. and America Online, Inc., Transferors, to AOL Time Warner
Inc., Transferee, Memorandum Opinion and Order, FCC No. 01-12, CS Docket No. 00-30, 1 19
(rel. Jan. 22, 2001) (“AOL-Time Warner Order") (citing Applications of Ameritech Corp.,
Transferor, and SBC Communications, Inc., Transferee, For Consent to Tramf(c(r: Cqmr:i o{
ontinued...
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(1) whether the transaction would result in a violation of the Communications Act
or any other applicable statutory provision; (2) whether the transaction would

resuit ln a violation of Commission rules; (3) whether the transaction would

substantially frustrate or impair the Commission’s implementation or enforcement

of the Ctommunicatiom Act, or would interfere with the objectives of the

Cpmmumcations Act or other statutes; and (4) whether the transaction promises to

yield affirmative public interest benefits. **

As set forth in the preceding section, Telenor Satellite possesses all the requisite
qualifications to hold FCC licenses and authorizations. Consequently, the proposed assignment
of the CMC-related licenses and authorizations outlined in Section I, above, from COMSAT to
Telenor Satellite, satisfies the first three factors of the Commission’s public interest analysis: the
proposed assignment will not violate the Communications Act, any other applicable statute, or
FCC rule, nor will it frustrate or impair the Commission’s implementation of the relevant
statutory provisions or their underlying policy objectives.

Inaddiﬁon.thopmpondanimwmenhmcompeﬁﬁoninmaalmpecm and
offer substantial public interest benefits. Moreover, the proposed transaction will not result in

(...Continued)
Corporations Holding Commission Licenses and Lines, Memorandum Opinion and Order, 14
FCC Red 14712, 14736 (1999) (“SBC-Ameritech Order”; Application of WorldCom, Inc. and
MCI Communications Corporation for Transfer of Control of MCI Communications
Corporation, Memorandum Opinion and Order, 13 FCC Rcd 18028, 18031-32 (1998) (“MCI-
WorldCom Ordes™%:

1 ICO-Teladasic Global Limited Application for Transfer of Control of Space Station
License of Teladasia LLC 10 ICO-Teledesic Global Limited, Memorandum Opinion, Order and
Authorizatiomy, DA 01-6, File Nos. SAT-T/C-20000531-00097 et al., 2001 FCC LEXIS 90 (1.B.
rel. Jan. 9, 2001) (citing Applications for Consens to the Transfer of Control of Licenses and
Section 214 Authorizations from MediaOne Group, Inc., Transferor, to ATAT Corp., Transferee,
Memorandum Opinion and Order, 1S FCC Recd 9816, 9820-21 (2000) (“AT&T-MediaOne
Order”). See also, e.g., Lockheed Martin Corporation, COMSAT Government Systems, LLC.
and COMSAT Corporation Applications Jor Transfer of Control of COMSAT Corporation, Order
and Authorization, FCC 00-277, 21 CR 748, 2000 FCC LEXIS 3957, at § 15 (rel. July 31, 2000);
AOL-Time Warner Order at § 20 (citing AT& T-MediaOne Order, 15 FCC Red at 9820-21; SBC-
Ameritech Order, 14 FCC Red at 14737-38).,




any lessening of competition in relevant markets—largely because the proposed Assignee and its
Norwegian indirect owner, Telenor Broadband, currently do not compete in either the U S.

A, Because Norway Is a WTO Member Country, Telenor Satellite’s
Application Is Presumed to Serve the Public Interess

The Commission has established a presumption that acquisitions of FCC-licensed
common carriers by U.S. subsidiaries of firms based in WTO member countries—such as
Norway—will enhance competition and thus serve the public interest as required by Section
310(bX4).* The Applicants demonstrate below that the proposed acquisition will in fact
generate significant public interest benefits without any potential offsetting harm to competition
in the market for U.S. international services. Furthermore, the proposed acquisition is fully
consistent with the other considerations, such as law enforcement and national security policy,
that the Commission has incorporated in its public interest analysis under Section 310(b)(4)."

B. The Proposed Tramsaction Will Deliver Significant Benefits to U.S.
Consumers

The Commission’s analysis of the effects of a propo:ed acquisition on conditions of
competition has been guided both by traditional antitrust principles and by the public interest
mandate of the Communicstions Act. Thus, the Commission has considered not only whether a
proposed transastiom msy substantially lessen competition in the relevant markets, but also
whether that particulsr transaction may improve the competitive forces at work in those

” See note 56 below and accompanying text.
» See Foreign Participation Order, 12 FCC Red. 23891 at 798.
®  Seeid. at1y61-66.
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markets.® Consequently, the Commission would find a transaction to be pro-competitive if “the
benefits that enhance competition” outweigh the harms to competition.**

Given this approach, the competition analysis required to evaluate proposed transaction is
simple and straightforward: there are no harms to counterbalance the important competitive
benefits from the proposed acquisition of the CMC business by TSMS.

1. The New Entity Wil Be Able to Achieve Significant
Efficiencies and Cost Savings Due to Its Global Network and

In reviewing prior transactions, the Commission has determined that efficiencies created
by the development of a broader network, including reasonably justified cost savings and
cconomies of scale in other related areas, provide a public interest benefit® The integration of
the current Telenor and CMC networks would allow the combined business entity to provide

h Applications of NYNEX Corp. Transferor, and Bell Atlantic Corp. Transferee, for
Consent to Transfer Control of NYNEX Corp. and Its Subsidiaries, Memorandum Opinion and
Order, 12 FCC Rcd 19985, 19987 (1997) (“Bell Atlantic-NYNEX Order"); See AOL-Time
Warner Order at § 21 (citing MCI-WorldCom Order, 13 FCC Red at 18032-33 (1998).

“ Bell Atlantic-NYNEX Order, 12 FCC Red 19987,

“ Applications of SBC Communications Inc. and BellSouth Corporation for Consent to
Transfer of Control or Assignment of Licenses and Authorizations, Memorandum Opinion and
Order, DA 00:2223, WT Docket No. 00-81 at 143 (rel. Sept. 29, 2000) (“SBC-BellSouth Order™)
(describing as.“Yeasonsbly justified” and a public interest benefit the applicants’ claimed cost
savings to be derived through the crestion of a national network); Applications of Vodafone
Airtouch, PLC and Beil Atlantic for Consent to Transfer of Control or Assignment of Licenses
and Authorizations, Memorandum Opinion and Order, 15 FCC Red 16507 (adopted March 30,
2000) (agreeing with applicants that combination of networks would enable them to realize
significant cost savings) (“Vodafone-Beil Atlantic Order™); see also Applications of AirTouch
Communications, Inc. Tranferror, and Vodafone Group, PLC. Transferes, for Consent to
Transfer of Control of Licenses and Authorizations, Memorandum Opinion and Order, 14 FCC
Red 9430 at 9438 (rel. June 22, 1999) (“AirTouch-Vodafone Order”) (referring to the efficiencies
claimed by the parties including cost savings from expanded marketing opportunities due to the
resulting global footprint, “{w]e determine that at least several of the [applicants') claimed
benefits are likely to occur. . .™).
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global services entirely through its own land earth stations, allowing it to achieve significant
operating efficiencies and increased cost competitiveness. These i Improvements would enable
the new entity to increase the value of services it would offer its customers

a) Global Coverage

Although Telenor Broadband currently offers a full range of Inmarsat services, it has
coverage of only three of the four Inmarsat ocean regions—Indian Ocean, Atlantic Ocean East,
and Atlantic Ocean West—through its EIK land earth station in Norway. In contrast, CMC's
U.S.-based ecarth stations do not provide coverage of the Indian Ocean Region but do, unlike
EIK, cover the Pacific Ocean Region (through the Santa Paula, California LES), Thus, the two
companies must currently contract with other LES operators through their networks for Inmarsat
satellite access in these regions.

By integrating CMC’s two U.S. earth stations into its mobile satellite services networlk,
Telenor would be able to provide seamiess, global service offerings through facilities that it owns
and operates itself. Uniting Telenor and CMC within a single global entity would eliminate the
current need of Telenor Broadband to outsource the Pacific Ocean Region portion and CMC to
outsource the Indiam Ocean Region portion of their respective Inmarsat network service
platforms. The resuiting economies of scale would benefit both current and prospective U S.
customers om the basis of more efficient operations, more competitive pricing, and improved
availability offcagital fbe network improvements.

b)  Call Routing Efficiencies

The combined network will also realize significant cost savings through improved call
routing efficiencies. For example, rather than directing traffic through EIK regardless of

customer location, Telenor would route certain traffic, particularly in the Americas, through the
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Southbury, Connecticut or the Santa Paula, California, earth stations of CMC. In general, traffic
would go through the most efficient, lowest cost route, utilizing the physical location and other
attributes of the three earth stations in the combined network to their optimal advantage.
Moreover, such flexibility will add redundancy to the network, enabling Telenor to improve its
responsiveness to service outages or other performance problems that occur in network links.
Telenor estimates that it would achieve a considerable annual cost savings by improving its call
routing efficiency.
c) Volume Discounts

Telenor would also realize additional initial cost savings from the increased volume of
&aﬁcthecombinedenﬁtywouldcmoverthelnmmatsym The standard LESO agreement
with ail LES operators in the Inmarsat system provides for volume-based discounts on right-of-
use charges for space segment capacity. Telenoratimﬂuaconsidaublacoasavings from the
volume discounts that it anticipates the combined entity would be eligible to receive from
[nmarsat under this standard agreement. If the proposed transaction is approved, Telenor would
likely also qualify for improved pricing from terrestrial network providers utilized for call
completion purposes. Again, the value to customers of the services offered would improve as
result of thess cost efficiencien

E: TheEconomies of Scale from the Acquisition Wouid
Siguifieantly Benefit Customers of the Combined Entity

As a result of the cost savings and other benefits derived from improved economies of
scale, the combined Telenor-CMC entity would have the ability to offer more competitively
priced intemational mobile satellite semcel to U.S. customers, as well as to invest in new,
expanded and innovative service offerings that would benefit U.S. consumers. At a minimum,

the combined entity would have greater flexibility and capability to respond to the aggressive
27




pricing of its numerous competitors. As discussed below, pricing of international mobile satellite
services in the United States has become extremely competitive over the last several years.
Without the economies of scale, including the cost savings, generated by the proposed
acquisition, CMC’s long term ability to provide customers an attractive alternative to the many
other Inmarsat and non-Inmarsat international MSS providers with which it competes would be
increasingly open to question.

3. The New Entity Will Have Greater Ability to Provide U.S,
Customers with New Services, Features and Applications

The Commission has found that new service offerings, plans or features that result from a
transaction confer a public interest benefit,® as might transactions which bring together
complementary management or technological and engineering skills.* The proposed acquisition

Telenor has consistently led the industry in the deployment of digital and high capacity
services over the Inmarsat system. For example, it was the first LES operator in the Inmarsat
system to install a fully-automated LES based on Norwegian cellular technology. In November
1999, Teleubmﬁtﬂm LES operator to complete beta testing and receive certification to

©  SBC-BullSouth Order 1 48 (“demonstrable and verifiable public benefits™ will result
from transaction, including “new service plans (and] new features.”).

“ AOL-Time Warner Order, at 1306 (“the addition of AOL’s expertise in making content
commercially acceptable to consumers over the [nternet could very well advance the migration of
Time Warner’s name brand content to digital interactive platforms™); Vanguard Cellular Systems
Inc. and Winston, Inc. Transfer of Control, 14 FCC Rcd 3844 (1999) (transaction serves the
public interest based on system wide system-wide efficiencies such as uniform engineering and
management, common purchasing, and integrated marketing efforts).
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Commence commercial operation of Inmarsat’s M4 satellite service (branded as the Global Area
Network, or “GAN™.* U.S. consumers of international mobile satellite services would benefit
significantly from the considerable experience that the combined entity would have in providing
GAN services. In addition, the combined entity would have greater resources and capability to
introduce Inmarsat F services (the next generation of maritime data and voice services from
[nmarsat) in the U.S. international market than could CMC operating on its own.

As another example, Télenor Broadband currently offers heavy users of maritime
communications a total communications solution, SeaLink. SeaLink is a permanent satellite link
for data transmissions and establishes customized communications solutions between a ship or
fleet of mobile sites and one or more land based sites. The proposed addition of CMC’s network
assets would enable Telenor to expand this service offering beyond its current regional footprint,
to the benefit of U.S.-based customers whom Telenor currently does not serve. CMC’s only
current equivalent service offering lacks global capability. U.S. consumers would clearly benefit
from the seamless worldwide service offering that the combined entity would be able to provide
them in this market segment.

The complementary nature of the Telenor Broadband and CMC networks would also
beneﬁtU.&Winoﬁcimamm The launch of fourth generation Inmarsat [-4
satellites plansied fe 2004 will permit the delivery of 432Kbps broadband service, but may
require significant investment by LES operators in the development and introduction of delivery
platforms. The facilities based global network that would be created by Telenor’s proposed
acquisition of CMC would in the future enable the combined entity to deploy Inmarsat [-4

“ GAN provides users with worldwide, casy-to-operate, mobile communications capability
atspeedsofupﬁo“l(bpofordna.compn:blotoaﬁxednetwotkISDNlino.
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broadband sexvices more swiftly and efficiently than either Ccompany could achieve on its own,
again with tangible benefits for U.S. consumers.

In addition to the introduction of new services and products, the combination of the
Applicants’ management and technical strengths will provide operational, marketing, and
customer service benefits. For example, by operating fully staffed, “in house” call centers and
other customer interactive services in both U.S. and European time zones, the combined entity
could improve its customer assistance capabilities on a 24-hour, seamless basis.

4. The Proposed Transaction Will Enable the Combined Eatity to

Keep Pace im a Highly Competitive Marketplace with
Numerous Alternative Mobile Service Providers

TheCommiuionhudetermimdinpriordecisiomthnthecmﬁonofa
telecommunications provider with expanded network coverage to compete with existing
competitors constitutes a transaction-specific public interest benefit® US. customers likewise
benefit from an expanded international networe. As noted above, competition in the U.S. market
for international mobile services is fierce. Customers have a wide range of competitive
alternatives, involving a number of different communications technologies. The proposed
acquisition of CMC’s assets by TSMS would ensbie the combined entity to compete more
vigorously im this marketpiace by establishing a fully-integrated global services platform.

“ SBC-BellSouth Order a4 1 48 (“the creation of another national . . . competitor constitutes
a clear, transaction-specific public interest benefit™) Vodafone/Bell Atlantic Order, 15 FCC Red
16507 (creation of another national wireless competitor a public interest benefit); Applications of
Aerial Communications, Inc., Transferor, and Voicestream Wireless Holding Corporation,
Transferee, for Consent to Transfer of Control of Licenses and Authorizations, Meu_xorandum
Opinion and Order, 15 FCC 10089, { 44 (rel. March 31, 2000) (“. . . GSM subscribers wiil
beneﬁtﬁ'omtheexpandedfootplim...and...allmolgihphomusmneed@ngaqccss
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In addition to Inmarsat based services, competition also comes from HF, VHF, and other
maritime radio service providers, including Globe Wireless and MariTEL, as well as low-earth
orbit satellite system service providers such as Globalstar, the recently-revived Iridium, and
Orbcomm, plus regional sateilite system service providers such as Motient, ACeS, and TMI. In
Tesponse to competitive pressures, combined with the migration of traffic from analog to digital
formats in certain market segments, prices for international mobile services have declined
steadily in recent years. This trend will almost certainly continue as new service offerings
improve and the latest technologies and alternative technology service providers establish a
stronger presence in the market.

To support U.S. consumers’ continued access to a variety of competitive choices, mobile
satellite service providers must respond to market realities. Mqorcompemou of CMC and
Telenor Broadband have recehtly consolidated their operations in érder to increase their network
coverage and achieve greater network efficiencies. Considering only the Inmarsat LES
operators, two noteworthy consolidations have occurred. The Canadian-based Stratos Global
Corporation recently compieted its acquisition of British Telecom's Aeronautical and Maritime
Division.whichopmlnmm&malandmmﬁominﬁnghndandNechaland."
Stratos’ President and CEO said of the acquisition, “the transaction expands the geographic reach
of our sexvics offiings; gives us strong entry into the North Sea oil and gas market, adds to our
marmmacqﬂl'ﬁylﬂm our portfolio of value-added products.”™®

v “Stratos Complete Acquisition of Satellite Assets Jrom British Telecom,” Stratos News
Release, Jan. 7, 2001 (http:/lwww.mtuca/newmom/pr_denilcﬁn?PRESS_RELEASE
—PR_[D=2001010801). . :

“ d
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In addition, Australian-based Telstra and Netherlands-based Station 12 (owned by KPN)
recently merged their mobile satellite communications businesses and have now renamed the
combined entity “Xantic.”™® Xantic offers a broad range of sateilite communications services on
a global basis, including direct Inmarsat coverage in all four ocean regions through two land
carth stations, in the Netherlands and Australia, respectively.® The economic benefits of such
combinations include significant cost reductions and more effective traffic management Using
their new global platforms, Stratos and Xantic are expected to deploy more competitive pricing
options, individualized service offerings, and value-added services, deriving maximum benefit
from their scale efficiencies and geographic coverage in comparison to other LES operators.

The proposed acquisition of CMC’s assets by Telenor will give the combined Telenor-
CMCenﬁtytheeconomielofscalotokeeppaeccompedﬁvelyﬁthSMananntic, as well
as with othchmmsaviccpmvida:andglobd service providers that use non-Inmarsat
platforms. Moreover, the proposed transaction will permit the combined entity to prepare for

g “Abowus Statiow 12" (http//www.station12.com/ws?pg=gen_company.htmi&SID=493412,
April 18, 2001).

i “Three Enterprises Combine to form global satcom leader,” Xantic Press Release March
19, 2001 (http://www.station12. com/ws?pgpressarticle.html& SID=493546&anr=21164),

5 Notable among these future potential competitors is the planned New ICO system. See

“McCaw Sets Sights Higher - Cellulasr Maven Intendt to Build Internet, Satellite Phone
Network, The Washington Post (April 21, 2001) at B
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L X The Proposed Acquisitiom Wil Promote the Continued
Presence and Development in the United States of CMC’s Two
Earth Station Facilities

In analyzing the public interest benefits of a proposed transaction, the Commission also
considers whether the combined entity will be able to operate more effectively than the parties
could if they continued to operate independently.”? Apart from the efficiencies, cost savings, and
increased product offerings that the proposed acquisition of CMC’s business by Telenor could
produce, the U.S. economy would also benefit in broader respects from this transaction,

As described in Section II, above, Telenor has made a strong commitment to the success
andexpmsionofthelnmmmelﬁtesystmupmofitscorebusinm Also as noted above,
CMC lacks coverage of all four Inmarsat ocean regions through its own ground facilities. The
cost-saving efficiencies and other economy of scale benefits that the combined entity could
realize would not be possible without the expanded network coverage from the proposed
acquisition.

Inparﬁculn,TSMScouldpmthemCMCmthsuﬁomtotheirhighwvalue use as
integral parts of an Inmarsat-based platform with global coverage over fully-integrated facilities.
Telemthuﬂnduhmdnbﬂitymwvid.thcinvmandexpeﬁunecmay to further
deveiop and eahance CMC"s U.S. network assets, and to keep both of its U.S. earth stations
actively engaged in the mobile sateilite services business with the expertise of U.S. employees.
[n addiﬁomthleombﬁnde:ﬁtywulﬁm'mthcsubmddmhanddewlopmmt

2 AT&T-Media One Order, 15 FCC Red 9816, para. 154 & 160 (“Our analysis focuses on
demonstrable and verifiable public interest benefits that could not be achieved if mqe were no
merger. . . . We find . . . that the merger is likclytpaccelmtccompeﬁtionmongprowders )
(citing SBC-Ameritech Order, 14 FCC Red 14825, para. 259).
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capabilities of both CMC and Telenor Broadband for facilities upgrades and network
improvements

C. The Proposed Transaction Poses No Risk of Harm to Competition in
Any Relevant Market

Against the range of benefits that the proposed acquisition of CMC’s assets by TSMS
would deliver to U.S. consumers, the proposed transaction would not result in any harm to
competition.

1. The Relevant Geographic and U.S. Servies Markets Are
Limited

The Commission analyzes the competitive effects of proposed mergers and acquisitions
within relevant product and service segments of the U.S. telecommunications marketplace,
including domestic and U.S. international services.™® With respect to international service
providers, the Commission already has determined that it “need not analyze the impact of [a]
mergconcompeﬁﬁminthepmviﬁonofsmlﬁtesavicawforeigueomﬁamadocs not
involve service to or from the United States.”

" As the Commission noted in approving the Lockheed Martin-COMSAT transaction:
(iln evalusting the competitive effects of the proposed transaction, the
cmmmunlmmmwm For
telscomunmicstions service providers, the Commission has determined that
the relevant product markets can include both service to the U.S. domestic
telscommunications markets and service between the U.S. and international
telecommwmications markets.

Applications for Transfer of Control of Lockheed Martin Corporation, COMSAT Corporation,
and COMSAT Government Systems, 1S FCC Red 22910 (2000) at § 17 (“Lockheed Martin-
COMSAT Order”), citing Application of WorldCom, Inc. and MCI Communications
Corporation for Transfer of Control of MCI to WorldCom, 13 FCC Red 18028, 18039, 18070
(1998).

“  daqs.
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Rather, in such cases, the Commission evaluates the competitive effects on a country-by-
country basis, for service between the U S. and specific foreign countries, where service to each
foreign country from the U'S. represents a separate geographic market.” [n particular, the
Commission has defined “U’S, international services” with precision to mean “all U.S.-billed
telecommunications services, including calls that originate in the United States and terminate at a
foreign point and calls that originate at a foreign point but are billed by a U.S. carrier, such as
international calling cards.”*

Under this definition, determining the relevant geographic markets for the proposed

s Id.

s See Deutsche Telekom-VoiceStream Order at 197 and accompanying footnote. See also
Application of WorldCom, Inc., and MCT Communications Corporation Jor Transfer of Control
of MCI to WorldCom, 13 FCC Red 1 » 18070, n.240 (1998).

” This circumstance may change, subject to relevant FCC approvals. The Commission

ite services within the domestic U.S.”
Lockheed Martin-COMSAT Order 2§ 16. CMC does now provide domestic service to a limited
number of customers pursusnt to applicable STAs, and has applied for authority to provide
domestic servica aver the Inmarsat system. /i rhe Matter of COMSAT Corporation for Authority
Pursuant (o Sectiom 214 of the Communications Act of 1934, as Amended, to Private U S,
Domestic Land Mobifs and Aeronautical Satellite Services via the Inmarsat Lid. Satellite System,

* TheonlymobihmlﬁnscvicupmviddbyTelminvoMngﬂnUnitedSmam
foreign-bued“ﬁommobih”savieainwhichacumwithamobﬂewthmﬁon terminal
outside the United States initiates a call to a fixed receiver or cellular telephone in the United
States. Telenor Broadband does not terminate such trafBic over its own facilities (since it has no
U.S. facilities). Thus, Telenor is not a U.S. carrier of mobile satellite services, nor does it issue
bills from a U.S. point of presence (although some of its customers, such as the United Nations,

have U.S. billing addresses).

3s




U.S.-based sexvices currently provided by either applicant are the COMSAT/CMC mobile
services provided on U.S. international routes via the CMC earth stations in Connecticut and
California. |

Determining the relevant product market in this case is also a relatively straightforward
exercise. International mobile services are provided to U.S. consumers from a variety of
competing suppliers using multiple platforms and technologies. The Applicants submit that for
purposes of evaluating the effects of the proposed transaction on competition in mobile services,
theCommiuionshoulduaapmductmakuthaconsimofanmobﬂemvica. except for land-
mobile services such as cellular service. This market is appropriate because the various forms of
mobile service can and do serve as substitutes for each other in the marketplace.

2. BmmttcAppuu-uDoNuCommhthReMut

Market, the Proposed Transaction Cannot Harm the Already
Highly Competitive International Mobile Services Marketplace

As noted throughout this submission, while CMC provides mobile sateilite services to
and from the United States, none of Telenor’s MSS originates in the United States and it issues
0o bills for such services from a U.S. location. The combination of Telenor and CMC therefore
will not increase concentration in the U.S. international mobile services market.

As noted above, CMC currently faces intense competition in the U.S. international
mukaﬁmn-m%m'mﬁhmmu service providers using Inmarsat and other
satellihsy‘m”pofmn Open-Market Reorganization for the Betterment of
International Telecommunications (“ORBIT™) Act, P.L. 106-180, 114 Stat. 48 (2000), CMC no
longer has any exclusivity—or any special legal status whatsoever—for use of Inmarsat space
segment to provide U.S. international services. For example, Stratos, a Canadian-based provider

36
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of mobile sateilite services, has by far the largest share of U.S.-originated traffic over the
hlmmsystm’f |

In the March 2000 application which led to the Lockheed Martin-COMSAT Order, the
parties identified the numerous competitors that provide U.S. consumers with service alternatives
to CMC’s offerings. That recent application still accurately reflects the state of US.
international mobile services competition:

Today, COMSAT faces a wide range of mobile service competitors for U.S.
traffic. These competitors include Globe Wireleu_ and MariTEL using HF and

Atthesmotimc,COMSATa!soiuubjecttocompeﬁtionﬁ'omothc providers of
Inmarsat Ltd. service. Indeed, all 31 other Inmarsat Ltd. land earth station
operators (“LESOs”), including seventeen LESOs with global capabilities, are
able to compete with COMSAT for U.S.-based Inmarsat Ltd. traffic Moreover,
becwummyU.S.landﬁmcuﬁmhawwcenhﬁb&opﬁccabbcapnitytha

Thiawddn‘mpofeompeﬁmhacmtedaﬁ:ﬂycompeﬁﬁvemobﬂc services
market. MhmﬁtmedbydeclinuinCOMSATsumkashmmdpdcain
recent years. Indied.COMSAT‘:shmofthcpobilcsav?cabusin&has

» Ses footaste 47 sbove and accompanying text.

*  “While celluler cannot compete for traffic in deep ocean areas, it does compete in coastal
magmhblyforbuﬁnm&omaﬁhshipcthﬂspaﬂmuhofthdrﬁmewithinthe range of
cellular systems. Cellular competition is significant in the Caribbean and the Gulf of Mexico.”

o “UndcthoLESOAmthpﬁm-ycowbeWeenLESO-andlnmmLtd..
LESOs are free to compets with each other, as [DB/Stratos aiready does with COMSAT. Other
LESOs include British Telecom, France Telecom and KDD.”
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States and abroad. In addition, the WTO Agreement ensures that foreign
companies can access the United States to compete with COMSAT. Among
others, British Telecom and Cable & Wireless have indicated that they intend to
provide mobile services in the United States and TMI already is doing s0.? In the

face of such burgeoning competition, COMSAT plainly cannot exercise any form

of market power.

In view of the strong, expanding, and varied aiternative sources of mobile service to and
from the United States, TSMS’s Proposed acquisition of the CMC business will not only leave
the Applicants’ combined share of the relevant U.S. market essentially unchanged, but also
continue to expose the new entity to a fully competitive market.

D. Any Executive Branch Coacerns Regarding National Security or Law

Enforcement Will Be Fuily Addressed Through Cooperation with the
Relevant Federal Agencies and the Adoption of Appropriate
Safeguards

The Commission’s public interest cvaluation under Section 310(bX4) includes
consideration of potential national security, law enforcement, foreign policy, and trade policy
issues and concerns.® The Commission “accord[s] deference to the expertise of Executive
Branch agencies in identifying and interpreting issues of concemn related to [such issues] that are
relevant to an application pending before (the Commission).** Thus, the Commission’s public
interest analysis may include “consultation with the appropriate Executive Branch agencies
regarding those concerns.™*®

a “.S'ogct.Cmi-l'ofBTNamAmaia.Inc.,[BDockaNo.%ln. ﬁledAug.;l.
1997, at 3-4 (claiming that the WTO Agreement obligates the Commission to allow companies
ﬁ'omWTO-manbcemmuielbmvidn [nmarsat-based services in the United States).”

i See Foreign Participation Order, 12 FCC Red a8 23940 161,65 & 113.

“ Id. at463.

- Md atq113.
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Mindful of this element of the Commission’s public interest review, the Applicants

already have initiated discussions with executive branch officials regarding potential

law
enforcement and national security concerns. Following the practice established in prior cases
before the Commission involving foreign-owned corporations, the Applicants propose to reach
agreement with the Department of Justice (“DOJ”) and Federal Bureau of [nvestigation (“FBI™)
to address fully their possible concerns.* Specifically, the DOJ and FBI have sought to ensure

that similar transactions do not:

The Applicants believe that their ability to reach an agreement with the DOJ and FBI will
benefit from CMC'’s significant prior experience in assisting the FBI and other government
agencies, as well as from Telenor ASA’s and its subsidiaries’ prior experience working with

“ See, e.g., Memorandum Opinion and Order, Merger of MCI Communications Corp.. and
British Telecommunications, ple, 12 FCC Red 15,351 (1997) (agreement adopted by the
Commission, but merger not consummated); Memorandum Opinion and Order, AirTouch
Communications, Inc. and V: Group, ple. DA No. 99-1200, 1999 WL 413237 (rel. June
22, 1999)%; Memorandum Opinion and Ovder, AT&T Corp., British Telecommunications, ple.
VLT Co. L.E.C, Violes License Co., LLC and TNV [Bahamas], 14 FCC Red (Oct. 29, 1999);
Ordcaﬂw&t&u Systems, Inc. and TMI Communications and Company, L.P,
(rel. Nov. 305 1999% Memorandum Opinion and Order, Vodafone AirTouchk PLC and Bell
Atlantic Corpr, DA No. 99-2451, 2000 WL 332670 (rel. Mar. 30, 2000); Memorandum Opinion
and Order, Aerial Communications, Ine. and Voicestream Wireless Holding Corp., 15 FCC Red
10,089 (2000); Memorandum Opinion and Order, DiGiPH PCS, Inc. and Eliska Wireless
Ventures License Subsidiary I, L.L.C., No 151639 (rel. Dec. 13, 2000).

o Petition to Adopt Conditions to Authorization and Licenses, VoiceStream Wireless
Corporation, Powertel, Inc., and Deutsche Telekom AG, submitted by DoJ and FBI in DA 00-
2251, Jan. 25, 2001.
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similaz agencies in Norway. Such experience also supports the Applicants' contention that
TSMS is qualified to operate the CMC business in the public interest. The Applicants will not

object if the Commission conditions its approval of the proposed acquisition on compliance with

any agreement reached between Telenor and the executive branch agencies.
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