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L INTRODUCTION

1. In this Order and Authorization, we grant, subject to certain conditions, the
Applications filed by Loral Satellite Inc. (Debtor-in-Possession or “DIP”’) (“Loral Satellite”), and
Loral SpaceCom Corporation (DIP) (“Loral SpaceCom”), (collectively, “Assignors”) and
Intelsat North America, LLC (“Intelsat North America” or “Assignee” and together with
Assignors, “Applicants”) seeking authority to assign five non-common carrier space station
licenses to Intelsat North America.! We also grant, subject to the limitations specified herein, the
request to change these non-common carrier licenses to dual-use licenses and thus permit Intelsat
North America to hold all five space station licenses on both a common carrier and non-common
carrier basis. We conclude, pursuant to our review under Section 310(d) of the Communications

! See, Application for Consent to Assignments of Space Station Authorizations, File Nos. SAT-ASG-20030728-
00138 and SAT-ASG-20030728-00139 (filed July 28, 2003). Both Applications are considered in this review.
Unless stated otherwise, citations to “Assignment Application” or “Application” in this order refers to the narrative
provided in each filing. Intelsat North America also filed in this proceeding a “Petition for Declaratory Ruling under
Section 310(b)(4) of the Communications Act of 1934, as Amended” (“Petition for Declaratory Ruling”), ISP-PDR-
20030925-00024 (filed Sept. 25, 2003).
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Act of 1934, as amended (the “Communications Act” or “Act”),” that approval of this
Application as provided for in this Order and Authorization, will serve the public interest,
convenience, and necessity.

2. In addition, we find that the proposed assignment of the licenses, subject to the
limitations specified herein, is permissible under the Open-Market Reorganization for the
Betterment of International Telecommunications Act (“ORBIT Act”)’ and the foreign ownership
provisions of Section 310(b)(4) of the Communications Act.? Finally, we condition our grant of
authority on compliance with the conditions set forth in the petition filed by United States
Department of Justice (“DOJ”), the Federal Bureau of Investigation (“FBI”’) and the Department
of Homeland Security (“DHS”) (collectively, the “Executive Agencies™).’

IL. BACKGROUND
A. The Applicants
1. Assignors

3. The Assignors, Loral Satellite and Loral SpaceCom, are both U.S. companies and
wholly owned subsidiaries of Loral Space & Communications Corporation (DIP), a U.S.
company, which in turn is a wholly owned subsidiary of Loral Space & Communications, Ltd.
(DIP) (“Loral Ltd.”), a Bermuda based company.® Loral Ltd., through its various subsidiaries
and affiliates, is engaged in the satellite services and manufacturing businesses.” The Applicants
state that Loral’s global fleet of telecommunications satellites is used by television and cable
networks to broadcast video programming, and by communications service providers, resellers,
corporate and government customers for broadband data transmission, internet services and other
value-added communications services.®

4, Loral Ltd., through its subsidiaries, holds numerous Commission licenses,
including space station and Earth station authorizations.” Two of Loral Ltd.’s subsidiaries, Loral
Satellite and Loral SpaceCom, hold space station authorizations for satellites at orbital locations
that are capable of serving the continental United States (“CONUS”). These satellites currently

2 47 U.S.C. § 310 (d).

> ORBIT Act, Pub. L. 106-180, 114 Stat. 48 (2000), as amended, Pub. L. No. 107-233 § 1, 116 Stat. 1480 (2002)
(hereinafter cited as “ORBIT Act”).

* 47U.8.C. § 310 (b)(4).

5 Petition to Adopt Conditions to Authorizations and Licenses, File Nos. SAT-ASG-20030728-00138, SAT-ASG-
20030728-00139, filed by Executive Agencies (dated Dec. 12, 2003) (“Executive Agencies Petition to Adopt
Conditions”).

® Application at 7-8. Collectively, Loral Ltd. and its subsidiaries and affiliates are referred to herein as “Loral.”

7 Loral Ltd. wholly owns Space Systems/Loral Inc. (“SS/L”), which designs and manufactures satellites and
satellite systems for commercial and government applications. Application at 7.

8 Application at 7-8.
? Application at 7.
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are authorized to operate, or are planned to operate, in the 77° W.L. (Telstar 4),'° 89° W.L.
(Telstar 8),"' 93° W.L. (Telstar 6), 97° W.L. (Telstar 5) and 129° W.L. (Telstar 7) orbital
locations. In addition, Loral SpaceCom’s Telstar 13 satellite at 121° W.L., licensed by Papua
New Guinea, has been added to the Commission’s Permitted Space Station List.'> Other Loral
Ltd. subsidiaries that hold Commission authorizations are Loral Orion, Inc. (DIP), CyberStar
Licensee, LLC (DIP), and Loral Skynet Network Services, Inc. (DIP). Loral SpaceCom also
holds numerous Earth station licenses."

5. On July 15, 2003, Loral Ltd., and certain of its subsidiaries, filed for Chapter 11
bankruptcy protection in the United States Bankruptcy Court for the Southern District of New
York (“Bankruptcy Court”).'* On the same day, Loral Ltd., and its wholly-owned subsidiaries,
Loral SpaceCom and Loral Satellite, entered into an Asset Purchase Agreement' to sell certain
of their satellite assets, subject to certain approvals, to Intelsat, Ltd. and Intelsat (Bermuda),
Ltd."® As indicated in the Assignment Application, Loral plans to continue to hold Commission
space station and Earth station authorizations not included in this Assignment Application, and
will rle70rganize with a focus on its satellite manufacturing business and its remaining satellite
fleet.

12 Telstar 4, currently located at 89° W.L., is authorized to move to the 77° W.L. orbit location following the launch
of Telstar 8. See, Loral SpaceCom Corporation and Loral Space & Communications Corporation, Applications for
Modification of Fixed-Satellite Service Space Station Authorizations, Memorandum Opinion Order and
Authorization, DA 03-1045, 18 FCC Red 6301 (2003).

" Telstar 8 is under construction and is authorized to operate at 89° W.L. Id. at 6306. The Commission extended
Loral’s Telstar 8 milestone to complete construction to June 2004 and extended the launch milestone to September
2004. See, Loral SpaceCom Corporation, Debtor-in-Possession, Application for Modification of Fixed Satellite
Service Space Station Authorization Telstar 8 and Request for Extension of Milestones and Waiver or Petition for
Reconsideration, Memorandum Opinion and Order, DA 03-2766 (rel. Oct. 27, 2003).

2 The Commission added Telstar 13 to the Commission’s Permitted Space Station List with conditions on August
8, 2003, conditioned upon successful launch of Telstar 13 no later than September 30, 2003. See, Loral SpaceCom
Corporation, Petition for Declaratory Ruling to Add Telstar 13 to the Permitted Space Station List, Order, DA 03-
2624 (rel. Aug. 8, 2003). Telstar 13 was launched on August 8, 2003.

" The Commission granted the pro forma assignment from the various Loral affiliates to these same affiliates as
debtors-in-possession in August 2003. See, “stamp-grant” by Jennifer M. Gilsenan, Associate Division Chief,
Satellite Division, File Nos. SAT-ASG-20030725-00145, SAT-ASG-20030725-00146, SAT-ASG-20030725-00147
and SAT-ASG-20030725-00148 (granted Aug. 14, 2003); and Public Notice, Satellite Communications Services
Information, Actions Taken, Report No. SES-00524, granting SES-ASG-20030725-01109 and SES-ASG-
20030725-01121, Aug. 13, 2003.

" In re Loral Space & Communications LTD., et al, Debtors, Chapter 11 Case No. 03-41710 (RDD), Joint
Administration of Cases 03-41709(RDD) through 03-41728 (RDD), United States Bankruptcy Court, (SDNY).

"> See, Asset Purchase Agreement Among Intelsat, Ltd., Intelsat (Bermuda), Ltd., Loral Space & Communications
Corporation, as Debtor and Debtor in Possession, Loral SpaceCom Corporation, as Debtor and Debtor in Possession,
and Loral Satellite, Inc., as Debtor and Debtor in Possession, dated as of July 15, 2003.

' Application at 9.

7" Application at 8. Applicants state that Loral intends to reorganize around its remaining satellite fleet which
serves South America, Europe and Asia, and through its Skynet subsidiary, intends to continue to operate an
integrated fixed satellite and network services business. The Applicants also state that Loral Ltd. will continue to
own and operate SS/L, its satellite manufacturing and design business. Id.
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2. Assignee

6. The Assignee, Intelsat North America, is a Delaware limited liability company
with a holding company ownership structure. Intelsat North America is wholly owned and
controlled by Intelsat LLC, a Delaware limited liability company, which in turn is wholly owned
and controlled by Intelsat Holdings LLC, also a Delaware limited liability company. Intelsat
Holdings LLC is wholly owned by Intelsat (Bermuda), Ltd., a company incorporated under the
laws of Bermuda. Intelsat (Bermuda), Ltd. is wholly owned by Intelsat, Ltd., also a company
incorporated under the laws of Bermuda.'® A list of shareholders that hold interest in Intelsat,
Ltd. is provided in Appendix B.

7. The Intelsat entities that are part of the holding company ownership structure
described above were created as part of the International Telecommunications Satellite
Organization’s (“INTELSAT’s”) efforts to privatize."” The Commission granted conditional
licensing authority to Intelsat LLC, a privatized successor entity of INTELSAT, allowing Intelsat
LLC to hold U.S. authorizations for INTELSAT’s existing satellites, planned satellites, and
planned system modifications associated with INTELSAT’s frequency assignments in the fixed
satellite services C- and Ku-bands existing as of privatization.”” The Commission permitted
Intelsat LLC’s licenses to become effective upon the transfer of INTELSAT’s satellites and
associated assets to Intelsat LLC and the transfer of its ITU network filings to the U.S. registry,
based on its finding that, although the initial public offering (“IPO”) required under the
privatization requirements of the ORBIT Act had not yet been completed, INTELSAT had
privatized in a manner consistent with the privatization provisions of the ORBIT Act.?'

8. Until the IPO process is complete, however, Intelsat remains subject to certain
restrictions and limitations of the ORBIT Act, and its licenses are subject to a future Commission

'8 Application at 5. Collectively, Intelsat, Ltd. and its subsidiaries are referred to herein as “Intelsat.”

' INTELSAT and the International Maritime Satellite Organization (“Inmarsat”) were originally intergovernmental
organizations (“IGOs”) created by international agreements as a result of initiatives undertaken in the early days of
development of space technology by the United States under the Communications Satellite Act of 1962.

2 See, Applications of Intelsat LLC For Authority to Operate, and to Further Construct, Launch, and Operate C-
band and Ku-band Satellites that Form a Global Communications System in Geostationary Orbit, Memorandum
Opinion Order and Authorization, 15 FCC Rcd 15460 (2000)(“Intelsat LLC Licensing Order”), Recon. denied, 15
FCC Rcd 25234 (2000). Intelsat LLC’s authorizations are for operation in the conventional C-band, which refers to
the 3,700-4,200/5,925-6,425 MHz frequency bands. Intelsat LLC is also authorized to operate in the extended C-
band frequencies 3,625-3,700/5,850-5.925/6.425-6,650 MHz on certain satellites at certain orbital locations. In
addition, Intelsat LLC is authorized to operate in the extended C-band frequencies 3,420-3,625 MHz on the Intelsat-
805 at 55.5° W.L. for service to non-US locations. The 3,420-3,600 GHz portion of this frequency band is not a
satellite band in the U.S. and is operated by Intelsat outside the U.S. subject to potential interference from
worldwide shipborne U.S. military radar operations. The conventional Ku-band refers to the 11.7-12.2/14.0-14.5
GHz frequency bands. Intelsat LLC is also authorized to operate in the extended Ku-frequency bands 10.95-
11.2/11.45-11.7/12.5-12.75/13.75-14.0 GHz on certain satellites at certain orbital locations.

1 See, Applications of Intelsat LLC for Authority to Operate, and to Further Construct, Launch and Operate C-
band and Ku-band Satellites that Form a Global Communications System in Geostationary Orbit, Memorandum
Opinion Order and Authorization, 16 FCC Rcd 12280, 12290, para. 26 (2001) (“Intelsat LLC ORBIT Act
Compliance Order”). INTELSAT privatized at 7:59:59 PM EDT, on July 18, 2001. See, FCC Report to Congress
as Required by the ORBIT Act (rel. June 15, 2000) at 3. Upon privatization, former INTELSAT Signatories and
non-Signatory investing entities were issued shares in Intelsat Ltd. according to their March 2001 investment shares
in INTELSAT. They will be the shareholders of Intelsat Ltd. until it conducts an IPO.
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finding that Intelsat, Ltd. has conducted an PO as required under Sections 621(2) and (5)(A) of
the ORBIT Act.”> The deadline by which Intelsat, Ltd. is required to conduct an IPO is June 30,
2004.> As required by the ORBIT Act, if the IPO is not conducted by June 30, 2004, to achieve
“substantial dilution” of ownership by former INTELSAT Signatories, the Commission must
“limit through conditions or deny” any pending application or request, and “limit or revoke
previous authorizations” for Intelsat LLC’s non-core services consistent with Section 601(b)(i)
of the ORBIT Act.**

B. The Proposed Assignment Transaction

9. The Applicants seek Commission approval to assign to Intelsat North America,
the space station authorizations for Telstar 6 and Telstar 7, held by Loral Satellite, and Telstar 4,
Telstar 5 and Telstar 8, held by Loral Space:Com.25 Telstar 5, Telstar 6, and Telstar 7, are C/Ku
band satellites and currently provide North American coverage at 97° W.L., 93° W.L., and
129°W. L., respectively. Telstar 8, a C/Ku/Ka-band satellite, is currently under construction, and
is to be located at 89° W.L. and launched in September 2004.%° Telstar 4 experienced an in-orbit
failure in September 2003; however, the authorization for Telstar 4 will be conveyed as part of
the assignment.”’

10. The proposed assignment also involves Telstar 13, which is licensed by Papua
New Guinea.” Telestar 13 is on the Commission’s Permitted List, which is a listing of all
satellites with which U.S. Earth stations with routinely-authorized technical parameters in the
conventional C- and Ku-band (known as “ALSAT” Earth stations) are permitted to communicate
without additional Commission action, provided that those communications fall within the same
technical parameters and conditions established in the Earth stations’ original licenses.”> The
Applicants intend that Intelsat North America become the party in interest for Telstar 13, and
state that at the appropriate time, Intelsat North America will notify the Commission of the
assignment of Telstar 13 in accordance with the Commission’s procedures for changes of
ownership of satellites on the Permitted List.*’

11. The Applicants also seek Commission authorization to change the regulatory

* Intelsat LLC ORBIT Act Compliance Order, 16 FCC Red at 12303, para. 76.

3 See, Intelsat LLC Request for Extension of Time Under Section 621(5) of the ORBIT Act, Memorandum Opinion
and Order, DA 03-4023 (rel. Dec. 17, 2003).

2 See, ORBIT Act § 601(b)(i).
3 Application at 3-4. The authorizations subject to this Assignment Application are listed in Appendix A.

% The Commission recently extended Loral’s Telstar 8 milestone to complete construction to June 2004 and
extended the launch milestone to September 2004. See, supra note 11.

7 See, Application at 3. See, also supra note 10.

¥ Application at 9. Telstar 13 is not a U.S. licensed space station, and therefore it is not part of this Assignment
Application.

¥ Amendment of the Commission’s Space Station Licensing Rules and Policies, Notice of Proposed Rulemaking, 17
FCC Red 3847, 3893 (2002).

30 Application at 4-5, n. 9, citing requirement under Amendment of the Commission’s Space Station Licensing Rules
and Policies, First Report and Order and Further Notice of Proposed Rulemaking, 18 FCC Rcd 10760, paras. 315-
316 (2003).
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classification of the Loral space stations at issue from their current non-common carrier status to
dual-use, common carrier/non-common status.’! In addition, Intelsat North America requests a
declaratory ruling that the assignment is in the public interest, notwithstanding the indirect
foreign ownership of Intelsat North America in excess of the twenty-five percent benchmark set
by Section 310(b)(4) of the Act.*

12.  Inaddition, the Applicants note that Loral has several pending applications before
the Commission that relate to the five satellites involved in the Assignment Application. The
Applicants request, that to the extent any of these applications remain pending after the
Commission approves the assignment, we dispose of them in Intelsat North America’s name.
The Applicants request similar treatment for any applications Loral files in the period after the
assignment is approved but before it is consummated.’

13. The Applicants state that the proposed transaction will benefit the public by
ensuring the continued availability of services while promoting competition in various market
segments.34 According to the Applicants, the assignment will promote competition in the
domestic C-band, Ku-band and Ka-band businesses.”® In particular the Applicants contend, the
proposed assignment would allow for a new provider of domestic video distribution services in a
market with high entry barriers due to the limited number of orbital slots.*® The Applicants also
state that the combination of the Assignors’ domestic satellites with Intelsat North America’s
existing international fleet will allow Intelsat North America to offer customers “one stop
shopping,” thus enhancing competition in international markets. In addition, the Applicants
claim the assignment will serve the purposes of the ORBIT Act by promoting a “fully
competitive global market for satellite communications services.”™’ The Applicants further state
that the assignment will enable Loral Ltd. to reorganize around its remaining fleet of satellites
and its satellite manufacturing operations, and thereby strengthen Loral’s ability to compete in
the U.S. sgtellite manufacturing sector and to remain a competitor in the international satellite
business.

14.  Upon approval and completion of the proposed assignment, Intelsat Global
Services Corporation (“IGSC”), a Delaware company ultimately owned by Intelsat, Ltd., will,
pursuant to a contract with Intelsat North America, provide the technical services required to
operate the satellites and related assets acquired by Intelsat North America from Loral Satellite
and Loral SpaceCom. In this capacity, IGSC will have operational control over the satellites and
other infrastructure used for domestic communications.*’

3! Application at 16.

2 47 US.C. § 310(b)(4). See, Petition for Declaratory Ruling.

33 Application at 4.

** Application at 2.

> Application at 10.

3% Application at 2.

37 Application at 11.

3% Application at 8, 12.

% Executive Agencies Petition to Adopt Conditions at 2-3.
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15. On July 28, 2003, the Applicants filed the instant Assignment Application for
consent to assign space station authorizations held by Loral Satellite and Loral SpaceCom,
pending the Bankruptcy Court’s approval of the Asset Purchase Agreement. As contemplated in
the Asset Purchase Agreement and the instant Assignment Application, upon appropriate
approvals of the proposed assignment and consummation of the transaction, the licensee for
these satellites will be Intelsat North America, an indirect U.S. subsidiary of Intelsat, Ltd.*® The
Bankruptcy Court approved the Asset Purchase Agreement on October 30, 2003.*!

16. On August 15, 2003, the International Bureau (“Bureau”) issued a public notice,
announcing that the Assignment Application was accepted for filing.** This public notice also
established a pleading cycle to permit interested parties an opportunity to comment on the
Application. In response to the public notice, SES AMERICOM, Inc. (“SES AMERICOM”)
filed comments® and EchoStar Satellite Corporation (“EchoStar”) filed a petition to deny the
Application.** The Applicants filed oppositions to these pleadings and SES AMERICOM and
EchoStar filed replies.”” At the Bureau’s request, Intelsat North America filed a Petition for
Declaratory Ruling under Section 310(b)(4) to supplement the pending Application.** EchoStar
filed a petition to dismiss or deny the Petition for Declaratory Ruling.*”’ Thereafter, on October
28,2003, EchoStar filed a notice of withdrawal of all of its pleadings in this proceeding.*® In
addition, we received and considered other correspondence concerning this matter, including a
submission by SES AMERICOM of the General Accounting Office (“GAQO”) report on
procurement processes at the U.S. Department of Defense relating to commercial satellite
capacity,” letters from members of Congress,”” a Petition to Adopt Conditions filed by the

40" Application at 9.

1 See, In re Loral Space Communications LTD, et al., Chapter 11 Case No.: LEAD CASE 03-41710 (RDD), 03-
41709 (RDD) through 03-41728 (RDD), (Jointly Administered), ORDER (A) AUTHORIZING AND APPROVING (I) THE
SALE OF FIVE SATELLITES AND RELATED ASSETS FREE AND CLEAR OF ALL LIENS, CLAIMS, INTERESTS AND
ENCUMBRANCES, (II) THE ASSUMPTION AND ASSIGNMENT OF CERTAIN EXECUTORY CONTRACTS IN CONNECTION WITH
SUCH SALE, (1I1I) THE FIXING OF CURE COSTS ASSOCIATED WITH SUCH ASSUMPTION, (IV) RECEIPT OF ADVANCE
PAYMENT UNDER A NEW PROCUREMENT AGREEMENT AND GRANTING OF SECURITY INTEREST TO SECURE SUCH
ADVANCE, AND (V) PAYMENT OF SECURED LENDERS FROM THE PROCEEDS OF SUCH SALE; AND (B) GRANTING RELATED
RELIEF, United States Bankruptcy Court (SDNY) (dated Oct. 30, 2003).

2 See, Public Notice, Report No. SPB-191, DA 03-2672 (rel. Aug.15, 2003).
# Comments of SES AMERICOM (filed Sept. 15, 2003).
# EchoStar Petition to Dismiss Deny or Hold in Abeyance (filed Sept. 15, 2003).

* Opposition of Loral Ltd. (filed Sept. 30, 2003); Opposition of Intelsat LLC (filed Sept. 30, 2003); Reply
Comments of SES AMERICOM (filed Oct. 10, 2003); and Reply Comments of EchoStar (filed Oct. 10, 2003).

* Intelsat North America, LLC Petition for Declaratory Ruling (filed Sept. 25, 2003).
7 EchoStar Petition to Dismiss or Deny (filed Oct. 14, 2003).
* EchoStar Letter, Notice of Withdrawal (filed Oct. 28, 2003).

* Letter from SES AMERICOM to the Secretary, Federal Communications Commission (filed Dec. 12, 2003),
attaching United States General Accounting Office Report to Congressional Requesters, Satellite Communications
Strategic Approach Needed for DOD’s Procurement of Commercial Satellite Bandwidth, GAO-04-206 (December
2003) (“GAO Report, DOD Procurement of Commercial Satellite Bandwidth, December 2003”).

%0 See, e.g., Letter from Rush Holt and Frank Pallone, United States House of Representatives (dated Dec. 15, 2003)

(requesting that the Commission adopt safeguards to ensure preservation of the competitive marketplace for

commercial satellite services); Letter from Mike Ferguson, United States House of Representatives (dated Dec. 15,
(continued....)

7



Federal Communications Commission DA 04-357

Executive Agencies,”' an ex parte letter from StarBand Communications, Inc. (“StarBand™),” a
late-filed Petition from StarBand,™ a filing from Loral in opposition to StarBand’s Petition,”* a
reply from StarBand to Loral’s opposition,” and a letter from Intelsat North America regarding
its commitment to ensure service continuity to certain existing areas and customers of
StarBand.’® These filings are part of the record in this proceeding.

.  DISCUSSION
A. Public Interest Standard and Framework For Analysis

17. In considering the proposed transaction, the Commission must determine pursuant
to Section 310(d) of the Act, whether the proposed assignment of Commission licenses and
authorizations will serve the public interest.”’ In addition, because of the foreign ownership
interests presented in this case, we must determine whether the proposed assignment of licenses
to Intelsat North America is permissible under the foreign ownership provisions of Section 310
(a) and (b) of the Act.®

18. The legal standards that govern our public interest analysis under Section 310(d)
require that we weigh the potential public interest harms against the potential public interest
benefits to ensure that, on balance, the proposed transaction will serve the public interest,

(...continued from previous page)

2003) (urging the Commission to give serious attention to the potential effects of this transaction on competition in
the U.S. market for domestic satellite services, particularly to the U.S. Government); Letter from Jon S. Corzine and
Frank R. Lautenberg, United States House of Representatives (dated Dec. 16, 2003) (urging the Commission to give
serious attention to the potential effects of this transaction on competition in the U.S. market for domestic satellite
services, particularly to the U.S. Government).

31 See, supra note 5.

52 See, Letter to Marlene Dortch, Secretary, Federal Communications Commission, from Earl W. Comstock,
Counsel to StarBand (dated Dec. 17, 2003) (“StarBand Ex Parte Filing”). StarBand’s filing included 2 attachments:
(1) Notice Of Presentment of Debtors’ Motion For Authorization to Enter Into a Capacity Lease With Rainbow DBS
Company, LLC and the associated Motion (“Capacity Lease Motion”); and (2) Asset Purchase Agreement between
Intelsat and Loral (dated July 15, 2003) See, also supra paras. 5, 15.

>3 StarBand filed a Petition to Adopt Conditions to Applications, or Absent Conditions, to Deny (dated Dec. 12,
2003) (“StarBand Petition”). Included with StarBand’s Petition was a Motion to Waive for Good Cause Section
25.154(a)(2) of the Commission’s Rules Pursuant to Section 1.3 of Those Rules. Loral filed an opposition to
StarBand’s request for waiver. Based on our review, we grant, pursuant to Section 1.3 of our rules, StarBand’s
motion and accept the late-filed pleadings filed by StarBand and Loral. We find that inclusion of these comments
will facilitate resolution of this case based upon a full and complete factual record.

> Opposition to Petition of StarBand Communications Inc. To Adopt Conditions to Applications, or Absent
Conditions, to Deny, filed by Loral Satellite, Loral SpaceCom, and Loral Ltd., (dated Jan. 6, 2004) (“Loral
Opposition to StarBand Petition”).

> Reply of StarBand Communications Inc. to Loral Opposition to Petition of StarBand Communications Inc. to
Adopt Conditions to Applications, or Absent Conditions, to Deny (dated Jan. 14, 2004) (“StarBand Reply”).

5 See, Letter to Marlene Dortch, Secretary, Federal Communications Commission, from Ramu Potarazu, President,
Intelsat North America LLC (dated Feb. 5, 2004) (“Intelsat Commitment Letter”).

T 47U.S.C. § 310(d).
% 47 U.S.C. § 310(a), (b).
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convenience, and necessity.” Our analysis considers the likely competitive effects of the
proposed assignment and whether such assignment raises significant anti-competitive issues.®’
We also consider the efficiencies and other public interest benefits that are likely to result from
the proposed assignment.®’ Our public interest analysis also considers whether the applicant has
the requisite “citizenship, character, financial, technical and other qualifications” to hold a
Commission license.®” In addition, where presented in transfer or assignment transactions, we
consider issues of national security, law enforcement, foreign policy and trade policy, including
such concerns that may be raised by the Executive Branch.*®

B. Qualifications

19.  As athreshold matter, we must determine whether the Applicants meet the
requisite qualifications under Section 310(d) of the Act and our rules.** Section 310(d) provides
that no Title III license may be transferred, assigned, or disposed of in any manner except upon a
finding by the Commission that “the public interest, convenience and necessity will be served
thereby.” Among the factors the Commission considers in its public interest review is whether
the applicant for a license has the requisite “citizenship, character, financial, technical, and other
qualifications.”® In general, when evaluating transfers of control or assignments under Section
310(d), we do not re-evaluate the qualifications of the transferor or assignor.®” Consistent with
this general practice, we note that no issues have been raised in this case that would require us to
re-evaluate the basic qualifications of the Assignors. Accordingly, we find that Loral Satellite
and Loral SpaceCom are qualified to assign the authorizations in this proceeding.

% See, e.g., Application of VoiceStream Wireless Corporation, Powertel, Inc., Transferors, and Deutsche Telekom
AG, Transferee, for Consent to Transfer Control of Licenses and Authorizations Pursuant to Sections 214 and
310(d) of the Communications Act and for Declaratory Ruling Pursuant to Section 310 of the Communications Act,
Memorandum Opinion and Order, 16 FCC Red 9779, 9789 (2001) (“VoiceStream/Deutsche Telekom Order”). See,
also AT&T Corp., British Telecommunications, plc, VLT Co. L.L.C., Violet License Co. LLC, and TNV [Bahamas]
Limited Applications For Grant of Section 214 Authority, Modification of Authorizations and Assignment of
Licenses in Connection with the Proposed Joint Venture Between AT&T Corp. and British Telecommunications, plc,
Memorandum Opinion and Order, 14 FCC Red 19140, 19147 (1999) (“AT&T/BT Order”); and Applications of
NYNEX Corporation, Transferor and Bell Atlantic Corporation, Transferee, For Consent to Transfer Control of
NYNEX Corporation and Its Subsidiaries, Memorandum Opinion and Order, 12 FCC Red 19985, 20003-04 (1997)
(“Bell Atlantic/NYNEX Order”™).

0 See, e.g., AT&T/BT Order, 14 FCC Red at 19148.
ol See, e.g., VoiceStream/Deutsche Telekom Order, 16 FCC Red at 9789.
62 See, e.g. 47 U.S.C. §§ 310 (d) and 308 (b).

83 See, Rules and Policies on Foreign Participation in the U.S. Telecommunications Market, Report and Order and
Order on Reconsideration, 12 FCC Rcd 23891, 23919-21 (1997); Order on Reconsideration, 15 FCC Rcd 18158
(2000) (“Foreign Participation Order”). See, also Amendment of the Commission's Regulatory Policies to Allow
Non-U.S. Licensed Satellites Providing Domestic and International Service in the United States, Report and Order,
12 FCC Rcd 24094, 24170 (1997).

# 47 US.C. § 310(d).
5 47 U.S.C. § 310(d).
6 47 U.S.C §§ 310(d) and 308.

7 See, e.g., VoiceStream/Deutsche Telekom Order, 16 FCC Red 9779, 9790 (2001). The exception to this rule
occurs where issues related to basic qualifications have been designated for hearing by the Commission or have been
sufficiently raised in petitions to warrant the designation of a hearing. Id.

9



Federal Communications Commission DA 04-357

20. As to the qualifications of the Assignee, Section 310(d) requires that the
Commission consider the qualifications of the proposed Assignee as if the Assignee had applied
for the license directly under Section 308 of the Act.”® Our review of Intelsat North America’s
qualifications includes examination of whether Intelsat North America has the requisite
“citizenship, character, and financial, technical, and other qualifications” we require of all
applicants for a Commission license. No party has challenged the basic qualifications of Intelsat
North America, and based on our review of the record in this proceeding, we find no evidence to
suggest that Intelsat North America lacks the basic qualifications to hold the space station
authorizations currently held by the Assignors. Accordingly, we find that Intelsat North America
is qualified as an Assignee.”

C. Foreign Ownership and Section 310(b)(4) Ruling

21. In this section, we address issues relevant to our public interest inquiry under the
foreign ownership provisions of Section 310 of the Act. Section 310(b)(4) of the Act establishes
a twenty-five percent benchmark for indirect, attributable investment by foreign individuals,
corporations, and governments in U.S. common carrier radio licensees, but grants the
Commission discretion to allow higher levels of foreign ownership if it determines that such
ownership is not inconsistent with the public interest.”’ Intelsat North America, although not
providing service at this time on a common carrier basis, seeks to hold dual-use non-common
carrier and common carrier space station authorizations. Applicants identify proposed indirect
foreign investment in Intelsat North America that would exceed the twenty-five percent
benchmark set by Section 310(b)(4). Our review, therefore, considers the proposed assignment
of these dual-use licenses to Intelsat North America under this Section of the Act.”' For the
reasons discussed below, we conclude that it would not serve the public interest to deny the
Assignment Application because of the identified indirect foreign ownership of Intelsat North
America.

8 47 U.S.C § 308.

5 With respect to the issues of foreign ownership eligibility and ORBIT Act requirements, see infra Sections II1.C.
and IV. B.

" 47 U.S.C. § 310(b)(4) (providing that “No broadcast or common carrier or aeronautical en route or aeronautical
fixed radio station license shall be granted to or held by ... 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 aliens, their
representatives, or by a foreign government, or representative thereof, or by any corporation organized under the
laws of a foreign country, if the Commission finds that the public interest would be served by the refusal or
revocation of such license.”)

"' Section 310(a) of the Act prohibits any radio license from being “granted to or held by” a foreign government or
its representative. See, 47 U.S.C. § 310(a). The ownership structure proposed by Intelsat LLC is such that no
foreign government or representative will hold any of the dual-use space station licenses. Section 310(b)(1)-(2) of
the Act prohibits common carrier, broadcast and aeronautical fixed or en route radio licenses from being “granted to
or held by” aliens, or their representatives, or foreign corporations. See, 47 U.S.C. § 310(b)(1), (2). According to
the Applications, no alien, or representative, or foreign corporation will hold the dual-use space station licenses.
Accordingly, the proposed transaction does not trigger the foreign ownership provisions of section 310(a), (b)(1)-(2)
of the Act. See, VoiceStream/Deutsche Telekom Order, 16 FCC Red at 9799-9800, paras. 38-48 (issues related to
indirect foreign ownership of common carrier licensees addressed under section 310(b)(4)). In addition, because the
proposed transaction does not involve direct foreign investment in Intelsat North America, which would hold the
space station licenses, it does not trigger Section 310(b)(3) of the Act, which places a 20% limit on direct alien,
foreign corporate or government ownership of entities that hold common carrier, broadcast and aeronautical fixed or
en route Title III licenses. See, 47 U.S.C. § 310(b)(3).
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22.  Inthe Foreign Participation Order, the Commission concluded that the public
interest would be served by permitting greater investment by individuals or entities from World
Trade Organization (“WTQO”) Member countries in U.S. common carrier and aeronautical fixed
and en route licensees.”” With respect to indirect foreign investment from WTO Members, the
Commission replaced its “effective competitive opportunities,” or “ECO,” test with a rebuttable
presumption that such investment generally raises no competitive concerns.”

23.  Asdiscussed in Section II.A above, Intelsat North America is ultimately owned
by Intelsat, Ltd., a Bermuda company. Specifically, Intelsat North America is wholly owned by
Intelsat LLC, a Delaware limited liability company. Intelsat LLC is, in turn, wholly owned by
Intelsat Holdings LLC, also a Delaware limited liability company. Intelsat Holdings LLC is
wholly owned by Intelsat (Bermuda), Ltd., which, in turn, is a direct, wholly-owned subsidiary
of Intelsat, Ltd. Both Intelsat (Bermuda), Ltd. and its parent, Intelsat, Ltd., are foreign
companies organized under the laws of Bermuda.

24. The Commission has previously reviewed and approved the indirect foreign
ownership of Intelsat North America’s direct parent, Intelsat LLC, in the Intelsat LLC Licensing
Order™ and, most recently, in the Lockheed/Comsat/Intelsat Order, issued by the International
Bureau.”” The Bureau found in the Lockheed/Comsat/Intelsat Order that Intelsat LLC’s
ultimate parent, Intelsat, Ltd., and Intelsat, Ltd.’s subsidiary holding company, Intelsat
(Bermuda), Ltd., principally conduct business in and from Bermuda and other WTO Member
countries.”® The Bureau also found that the vast majority of foreign equity and voting interests
in Intelsat, Ltd. were held by investors from WTO Member countries.”’

25.  Intelsat North America asserts in its Petition for Declaratory Ruling that the
ownership of Intelsat LLC has not materially changed since the Bureau issued its decision in the
Lockheed/Comsat/Intelsat Order.”® In support, Intelsat North America has provided for the
record current shareholder information for Intelsat, Ltd., the ultimate parent of both Intelsat
North America and Intelsat LLC.” According to the shareholder information, Lockheed Martin,
a U.S. company, continues to hold more than 20 percent of the total Intelsat, Ltd. shares, with the
remaining interests still widely dispersed among more than 220 entities from more than 145
nations.*” Intelsat North America also represents that the collective foreign equity and voting

72 Foreign Participation Order, 12 FCC Red 23891, 23896, para. 9, 23913, para. 50, and 23940, paras. 111-112.
B Id.
™ Intelsat LLC Licensing Order, 15 FCC Red at 15483, paras. 44-55.

3 See, Lockheed Martin Corporation, COMSAT Corporation, and COMSAT Digital Teleport, Inc., Assignors, and
Intelsat, Ltd., Intelsat (Bermuda), Ltd., Intelsat LLC and Intelsat USA License Corp., Application for Assignment of
Earth Station and Wireless Licenses and Section 214 Authorizations and Petition for Declaratory Ruling, DA 02-
2254, 17 FCC Red 27732, 27755 paras. 35-46 (IB 2002). (“Lockheed/Comsat/Intelsat Order”).

8 Lockheed/Comsat/Intelsat Order, 17 FCC Red at 27757, para. 38.
" Lockheed/Comsat/Intelsat Order, 17 FCC Red at 27758, para. 40.
8 Petition for Declaratory Ruling at 6.

™ The shareholder list is attached hereto as Appendix B.

%0 Petition for Declaratory Ruling at 6-7. According to the petition, total indirect foreign government ownership of
Intelsat, Ltd. currently is no higher than at the time of the Intelsat LLC Licensing Order, approximately 30 percent.
(continued....)
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interests held by entities from countries that are non-WTO Members is still well below the 25
percent threshold established by the Foreign Participation Order for non-WTO Member
investment in U.S. common carrier radio licensees.?! We find, based on the information in the
record, that Intelsat North America is entitled to a rebuttable presumption that its indirect foreign
ownership, by and through Intelsat (Bermuda), Ltd. and Intelsat, Ltd., will not pose a risk to
competition in the U.S. market that would justify denial of the proposed assignment. There is no
evidence in the record that would rebut this presumption and, as discussed in Section III. D
below, the proposed transaction does not raise any significant competitive concerns. We also
find, in Section III. E below, that national security and law enforcement concerns raised by the
Executive Agencies warrant conditioning our approval of the Application as requested in the
Petition to Adopt Conditions, filed by the DOJ, FBI and DHS. We therefore conclude, pursuant
to Section 310(b)(4), that it will not serve the public interest to prohibit the proposed assignment
of the dual-use space station radio licenses to Intelsat North America.

26.  Specifically, this ruling permits the indirect foreign ownership of Intelsat North
America by Intelsat, Ltd. (through Intelsat (Bermuda) Ltd.) (up to and including 100 percent of
equity and voting interests) and by Intelsat, Ltd.’s foreign shareholders identified in Appendix B
to this Order. Intelsat North America may acquire up to and including an additional, aggregate
twenty-five percent indirect equity and/or voting interests from the foreign investors identified in
Appendix B or from other foreign individuals or entities without seeking further Commission
approval under Section 310(b)(4), subject to the following conditions. First, no single foreign
individual or entity, including those named in Appendix B, may acquire indirect equity and/or
voting interests in Intelsat North America in excess of twenty-five percent without prior
Commission approval. Second, Intelsat North America shall seek prior Commission approval
before it accepts any additional indirect equity and/or voting interests from any investor from a
non-WTO Member country that, when aggregated with non-WTO investment identified in
Appendix B, exceeds twenty-five percent. We emphasize that, as Commission licensees, both
Intelsat North America and Intelsat LLC have an affirmative duty to continue to monitor
attributable foreign equity and voting interests and to calculate attributable interests consistent
with the attribution principles enunciated by the Commission.**

D. Competitive Effects

27.  As part of our public interest analysis under Section 310(d), we must determine

(...continued from previous page)
1d. at 7 (citing Intelsat LLC Licensing Order, 15 FCC Red at 15482). See also, Lockheed/Comsat/Intelsat Order, 17
FCC Rcd at 27759-60, para. 43.

81 Petition for Declaratory Ruling at 7. The Commission has stated, in the Foreign Participation Order, that “[w]e
will deny an application if we find that more than 25 percent of the ownership of an entity that controls a common
carrier radio licensee is attributable to parties whose principal place(s) of business are in non-WTO Member
countries that do not offer effective competitive opportunities to U.S. investors in the particular service sector in
which the applicant seeks to compete in the U.S. market, unless other public interest considerations outweigh that
finding.” Id., 12 FCC Red at 23946, para. 131. The shareholder list provided by Intelsat North America indicates
that non-WTO investors account for approximately 6% of the equity and voting interests in Intelsat, Ltd.

82 See, e. g., Vodafone Americas Asia Inc., Transferor, and Globalstar Corporation, Transferee, Consent to Transfer
Control of Licenses and Section 214 Authorizations and Petition for Declaratory Ruling Allowing Indirect Foreign
Ownership, Order and Authorization, DA 02-1557, 17 FCC Red 12849, 12866, para. 53 (2002).
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whether the proposed assignment will result in anti-competitive effects in the relevant product
markets and the relevant geographic markets. Our review of the competitive effects includes an
assessment of potential harms that the proposed transaction may cause, if any, and if so, whether
the potential harms are outweighed by the potential benefits. For satellite service providers, the
Commission has determined that the relevant markets include both U.S. domestic
telecommunications services markets and telecommunications services between the United
States and foreign markets.*’ For international telecommunications, the Commission has
evaluated the competitive effects on a country-by-country basis, for service between the United
States and specific foreign countries, where service between each foreign country and the United
States represents a separate geographic market.™

28. Competitive Harm to Provision of Bundled Services. One of the issues presented
in this proceeding is SES AMERICOM’s contention that the proposed assignment of
Commission authorizations to Intelsat North America will harm competition in the provision of
bundled international and domestic satellite services to the U.S. Government.*” Specifically,
SES AMERICOM maintains that, based on the privileged access INTELSAT had been granted
as an intergovernmental organization, its privatized successor, Intelsat, Ltd., and its subsidiaries,
including Intelsat North America, currently enjoy market power on many international routes.
SES AMERICOM further maintains that, in some countries, Intelsat’s competitors find it
difficult to obtain the necessary regulatory approvals for access to those markets. SES
AMERICOM notes that currently SES AMERICOM, PanAmSat, and Loral compete for U.S.
Government business, but that for contracts that require capacity in certain foreign markets, these
providers purchase capacity from Intelsat for resale to the U.S. Government. If the assignment
of the Loral satellites to Intelsat is approved, SES AMERICOM claims that Intelsat could decline
to act as a subcontractor to PanAmSat and SES AMERICOM or demand higher subcontract
prices in order to advance Intelsat’s own offer of bundled international and domestic service to
the U.S. Government.*® According to SES AMERICOM, such a scenario would prevent
PanAmSat and SES AMERICOM from effectively competing for many U.S. Government
contracts involving a bundle of international and domestic services, effectively limiting a choice
of providers available to the U.S. Government.®” SES AMERICOM argues that, without a
choice 8ogf providers, the prices paid by the U.S. Government for end-to-end services would be
higher.

8 See, e. g., VoiceStream/Deutsche Telekom Order, 16 FCC Red at 9823, para. 78, 9825, para. 81, 9833, para. 97.
See, also Application of WorldCom, Inc., and MCI Communications Corporation for Transfer of Control of MCI
Communications Corporation to WorldCom, Inc., Memorandum Opinion and Order, FCC 98-225, 13 FCC Rcd
18025 (1998) (“MCI/WorldCom Order”); Comsat/Lockheed Order, 15 FCC Rcd at 22915, para. 16; and
Application of General Electric Capital Corporation and SES Global S.A. for Consent to Transfer Control of
Licenses and Authorizations Pursuant to Section 214(a) and 310(d) of the Communications Act and Petition for
Declaratory Ruling Pursuant to Section 310(b)(4) of the Communications Act, Order and Authorization, DA 01-
2100, 16 FCC Red 17575 (2001), Supplemental Order, DA 01-2482, 16 FCC Rcd 18878 (2001) (“GE/SES Order”);
Lockheed Comsat/Intelsat, Ltd., Order, DA 02-2254, 17 FCC Rcd 27732, (2002).

8 Comsat/Lockheed Order, 15 FCC Red at 22916, para. 18.
8 SES AMERICOM Comments at 15-18.

8 SES AMERICOM Comments at 17.

7 SES AMERICOM Comments at 17.

% SES AMERICOM Comments at 8-18.
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29. SES AMERICOM requests that the Commission impose conditions on approval
of the acquisition by Intelsat of Loral’s satellite space station authorizations to prevent the
potential harms that it describes will occur if this transaction is approved without conditions. In
particular, SES AMERICOM proposes that Intelsat be prohibited from bundling domestic and
international services in contracts with the U.S. Government, unless Intelsat shows that it has
either: (1) sought bids for subcontracting the domestic portion of its bundled offering from all
other domestic providers and treated its domestic unit on an arm’s length, non-discriminatory
basis; or (2) offered to serve as a subcontractor for the international portion to each of the other
domestic providers at the same prices, terms and conditions as applied to its domestic
subsidiary.®

30.  We have evaluated SES AMERICOM’s claims and find that the public interest
does not require imposition of the conditions proposed by SES AMERICOM. We find no
persuasive evidence in the record that the proposed transaction, if consummated, will likely
result in competitive harm in the provision of services to the U.S. Government. SES
AMERICOM’s alleged competitive harms are based on foreclosure opportunities related to a
vertical relationship between Intelsat and the assets it proposes to acquire from the Assignors,
Loral Satellite and Loral SpaceCom.” As we interpret SES AMERICOM’s claims, under the
proposed transaction, Intelsat will have the incentive and the ability through a foreclosure
strategy to disadvantage other domestic suppliers in bidding for bundled international and
domestic services to the U.S. Government. However, we find no evidence in the record that
participants in the provision of domestic services possess market power and could earn more
than competitive profits. Because the firms are not earning more than a competitive return on
domestic services, we do not find that the proposed transaction will provide an opportunity for a
vertical foreclosure strategy. A vertical foreclosure strategy might be profitable (and therefore
provide incentive to a supplier to engage in such strategy) if a supplier can limit access to or raise
the price of its input in order to extract a larger share of the profits in the other market. If, as is
the case here, firms providing domestic services are not earning more than a competitive return,
no vertical foreclosure opportunity would become available with the proposed transaction. To
the extent that Intelsat might have preferential access to some markets, the proposed transaction
does not provide Intelsat with the ability to extract additional profits. It follows that there is no
evidence that a foreclosure strategy would be profitable and thus would allow the merged firm to
increase its profits. Moreover, as noted below, for these contracts, the U.S. Government can
address these issues, should they arise, through the design of its contract bidding procedures with
the proposed remedies or other changes in bidding rules.”’ Consequently, we cannot find that the
proposed transaction is likely to result in competitive harm.

31.  We agree with Intelsat North America that existing treaties, laws, and regulations
contain safeguards to deter any potential anti-competitive conduct that concerns SES

¥ SES AMERICOM Comments at 23-24.

% See, 1 ABA ANTITRUST SECTION, ANTITRUST LAW DEVELOPMENTS 362 (5" ed. 2002) for a
description of vertical relationships and related theories of competitive harm, including foreclosure strategies.
Vertical acquisitions include transactions where the firms have or could have supplier-customer relationships.

! For example, the GAO Report makes a number of recommendations to DOD, among other things, on the need to
develop and implement a strategic approach to acquiring commercial satellite bandwidth services. See, GAO Report
on DOD Procurement of Commercial Satellite Bandwidth, December 2003.
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AMERICOM.”* There is no dispute that, among other things, U.S. Government agencies can
design procurement procedures to address the concerns raised by SES AMERICOM on their
behalf. Accordingly, we find that the additional conditions proposed by SES AMERICOM are
not warranted in this case.

32.  We also find that there does not appear to be any significant overlap in the
provision of services in the same product or geographic markets in, to, or from the United States
by Intelsat with the assets that it proposes to acquire from the Assignors. Intelsat currently offers
virtually no U.S. domestic service.” The assets that Intelsat proposes to acquire include five
U.S. licensed satellites that serve, or are expected to serve, the U.S. market, and one satellite
authorized by the Administration of Papua New Guinea that is also capable of serving the U.S.
market.”* Thus, this acquisition involves a relatively limited number of assets and coverage
area.” As such, we do not find that the transaction will cause concentration to rise in any
individual domestic product or geographic market. Consequently, we do not believe that the
acquisition of the Loral Satellite and Loral SpaceCom satellites by Intelsat will increase the
market power of the merged company in any relevant market.

33.  Loss of a Competitive Broadband Service. Another issue raised in this proceeding
is StarBand’s argument that the proposed transaction is contrary to the public interest because it
will (1) cause the loss of service to thousands of consumers who currently depend on services
that are provided through the use of transponders on Telstar 7, including StarBand’s two-way
broadband Internet access service to rural consumers; ® and (2) result in the loss of competition
by forcing StarBand, which is one of the two remaining two-way satellite broadband Internet
access providers, from the marketplace.”’

34, In support of its claim, StarBand refers to a document filed in the Loral
Bankruptcy Court, dated November 11, 2003, in which Loral is seeking authorization to enter
into a capacity lease with Rainbow DBS Company, LLC (“Rainbow DBS”), the satellite division

%2 Intelsat Opposition at 8-9. See also, Intelsat LLC Orbit Act Compliance Order, 16 FCC Red at 12299, paras. 59-
62.

% Application at 6.
% Application at 3, 4.
%5 All satellites, the operational satellites, as well as those under construction, serve almost entirely the U.S. market.

% StarBand states that it offers two-way satellite broadband Internet access service to residential and business
customers, and that currently its customer base totals approximately 35,000 customers. According to StarBand, its
customers consist largely of residential customers (94%); and its business customers (6%), include health care
providers, educational facilities, governmental facilities, Native American governmental or community entities,
public libraries and Head Start programs. Significantly, StarBand points out that Telstar 7 provides service to two-
thirds of its customers (approximately 23,000 residential and business customers), including all of its customers in
Alaska (1200 residential and business customers) and Hawaii (200 residential and business customers). StarBand
notes that its remaining 12,000 customers are served using transponders leased from SES AMERICOM on its AMC-
4 satellite located at 101° W.L. StarBand Petition at 2, 8.

%7 StarBand Petition at 11-12. StarBand states that DIRECWAY is the only other two-way satellite based Internet
access provider offering service to residential and business customers in most parts of the United States. StarBand
Petition at 3.
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of Cablevision System Corporation.”® StarBand claims that, according to Loral’s Bankruptcy
Court filing, the Asset Purchase Agreement has been amended to provide terms under which
Intelsat will pay an additional $50 million for the Loral assets if Loral successfully concludes a
proposed deal with Rainbow DBS for the lease of 19 of the 23 operational Ku-band transponders
on Telstar 7 for the remaining life of the satellite (“Loral/Rainbow DBS Agreement”). StarBand
submits that, if the contemplated Loral/Rainbow DBS Agreement is consummated, current users
of transponder capacity on Telstar 7 will be displaced, causing the loss of service to thousands of
consumers.”” StarBand contends that such result is contrary to the statements the Applicants
made in the Assignment Application that “[t]he transaction will neither disrupt service nor cause
confusion to Loral’s current customers™'* and is counter to the Commission’s efforts to promote
the availability of broadband Internet access in rural areas.'”!

35.  StarBand asserts the Commission has authority under Sections 4(i) and 303(r) of
the Communications Act'"® to impose conditions on the grant of an application under Section
310(d) to prevent harm to consumers that would otherwise occur and thus ensure the transaction
is in the public interest.'”® StarBand therefore requests that the Commission grant the proposed
assignment subject to conditions that will preserve the availability of Telstar 7 transponders for
the continued provision of two-way satellite broadband Internet access service that is currently
provided on Telstar 7. Specifically, StarBand requests that the Commission condition the
assignment of Telstar 7 “on the execution of agreements that ensure that the transaction will
‘neither disrupt service nor cause confusion to any of Loral’s current customers’ so that
consumers who are being served by StarBand and other ‘current customers’ using transponder
capacity on Telstar 7 are not harmed by this transaction.”'®* Absent such a condition, StarBand
submits that the Commission should deny the Application.'”

36.  Loral responds that StarBand raises purely commercial matters that are irrelevant
to the Commission’s consideration of the Assignment Application.'”® Loral asserts that the

% StarBand Petition at 7, citing Debtors’ Motion for Authorization to Enter Into A Capacity Lease With Rainbow
DBS Company, LLC,” United States Bankruptcy Court for the Southern District of New York, In re Loral Space &
Communications Ltd, dated Nov. 11, 2003, at para. 9. See, StarBand Ex Parte Filing, Attachment 1.

% StarBand Petition at 8.
19" StarBand Petition at 6-7, quoting Application at 9.
191 StarBand Petition at 11-12.

192 47 U.S.C. §§ 4(i) and 303(r). The Commission may, in certain circumstances, grant interim relief under the
authority of Section 4(i) of the Communications Act, which empowers the Commission to "perform any and all acts
[and] make such orders, not inconsistent with th[e] Act, as may be necessary in the execution of its functions." 47
U.S.C. §154(i); see also, 47 U.S.C. § 303(r) (Commission may "[m]ake such rules and regulations and prescribe
such restrictions and conditions, not inconsistent with law, as may be necessary to carry out the provisions of th[e]
Act").

13" StarBand Petition at 12.
104 StarBand Petition at 12-13.

195 StarBand Petition at 12. StarBand provides information on the estimated costs to its customers who would be
forced to switch providers if StarBand could not provide service, noting that the cost would be prohibitive to most
customers. In addition, StarBand states that most of its customers in Alaska and Hawaii will have no alternative
available. StarBand Petition at 9-11.

1% 1 oral claims that after StarBand filed for bankruptcy protection, StarBand breached its contract with Loral by
making payments at a rate lower than the contract rate. Loral states that it has submitted a claim in the StarBand
(continued....)

16



Federal Communications Commission DA 04-357

Commission has consistently declined to intercede in commercial transactions and private
disputes because it generally “does not have authority to resolve or address private contractual
matters,” and submits that the Commission should not do so in this case.'’” Loral also asserts
that StarBand provides no basis on which the Commission should deny the Assignment
Application.'” StarBand replies that it does not, and would not, ask the Commission to settle a
purely commercial matter.'” To the contrary, StarBand reiterates its position that the transaction
raises public interest policy issues because of the immediate loss of service that will result for
consumers of two-way satellite broadband Internet access service in Alaska and Hawaii; and the
loss of service, or at a minimum, disruption in service and additional costs to switch providers
that will result for thousands of other rural subscribers of two-way satellite broadband Internet
access service.''’

37.  As a general matter, we find that the issues presented by StarBand concern
negotiations between private parties, the validity of any agreements reached between the parties,
and contractual obligations arising out of such negotiations and agreements. Indeed, StarBand
acknowledges the extent to which it raises commercial issues and states that it is in the process of
making appropriate filings to deal with these issues in both the Loral bankruptcy and the
StarBand bankruptcy courts.''' As the Commission has held, absent a showing of a violation of
the Commission’s rules or federal statute, the Commission is not the proper forum to raise
private contractual disputes.''? No such violations of the Commission’s rules or of federal laws
are alleged here and consequently, we do not address the apparent contractual disputes between
the parties. Thus, any action we take in this proceeding should not be construed to resolve any
such disputes. Such issues are best solved through negotiations by the parties, or resolved by the
courts having proper jurisdiction.

38.  Further, we find that StarBand does not provide a convincing case in its reliance
on Sections 4(i) and 303(r) of the Communications Act. StarBand advocates that the public
interest concerns inherent in this proceeding are directly related to the Commission’s broadband
policy objectives to bring broadband services to underserved areas and to encourage investment
in broadband technology and services. As StarBand portrays its case, 1200 rural consumers in
Alaska and 200 rural consumers in Hawaii will lose the broadband Internet access they currently

(...continued from previous page)
Bankruptcy Court for the amount of difference between the contract amount and the amount actually paid. Loral
Opposition to StarBand Petition at 4.

197 Loral Opposition to StarBand Petition at 9, citing Loral Corporation Request for a Declaratory Ruling
Concerning Section 310(b)(4) of the Communications Act of 1934 and Application of R/L DBS Company for
Assignment of Continental Satellite Corporation’s Direct Broadcast Satellite Construction Permit, Memorandum
Opinion and Order, 12 FCC Rcd 24325 at para. 13 (1997).

1% T oral Opposition to StarBand Petition at 9.
19 StarBand Reply at 2.

1% StarBand Reply at 3.

"1 StarBand Reply at 2, 5.

"2 See, Loral Corporation Request for a Declaratory Ruling Concerning Section 310(b)(4) of the Communications
Act of 1934 and Application of R/L DBS Company for Assignment of Continental Satellite Corporation’s Direct
Broadcast Satellite Construction Permit, Memorandum Opinion and Order, 12 FCC Red 24325, 24332, citing
Detroit Cellular Telephone Co., Memorandum Opinion and Order, 2 FCC Rcd 4420 (1987).
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receive from StarBand with no alternative service available to them for the foreseeable future.''
In addition, according to StarBand, approximately 22,000 other rural subscribers that StarBand
presently serves in the contiguous 48 States using Telstar 7 would also suffer either a loss of
service or, at a minimum, disruption in service and several hundred dollars each in additional
costs to switch providers.''* Tt is with respect to the impact that this transaction will have on
current consumers of broadband internet access service that StarBand urges the Commission to
act to protect the public interest under Sections 4(i) and 303(r) of the Act.

39.  The Commission has implemented, and continues to seek ways to implement,
numerous measures to encourage the availability and deployment of broadband service to
Americans, especially in areas, such as Alaska and Hawaii, where the provision of such service
can be difficult and as a practical matter not feasible to deploy. This is one of the Commission’s
primary objectives and many initiatives towards meeting this broadband objective are
underway.'"” Through these activities, and not through intervention into private commercial
contract disputes, the Commission intends to establish regulatory policies that promote
competition, innovation, and investment in broadband services and facilities.

40.  However, to ensure that this transfer does not result in the loss of two-way
broadband Internet access service to consumers in Alaska and Hawaii, and in recognition of the
adverse consequence that may result if broadband service to Alaska and Hawaii is discontinued,
Intelsat has voluntarily committed to continue access to broadband service to those areas and
customers in Alaska and Hawaii currently receiving such service from StarBand.''® We
acknowledge this effort and have incorporated and will rely on Intelsat’s commitments, as set
forth in Appendix D, as a part of our action herein.''” We believe such efforts support the
Commission’s broadband initiative and serve the public interest.

41.  In summary, our review finds that the proposed transaction does not raise
significant anti-competitive issues and, subject to the discussion above, finds that the proposed
transaction is in the public interest. The combination of Intelsat’s operations with the assets that
it proposes to acquire from Loral should provide Intelsat with the ability to provide satellite
communications services world-wide and allow Intelsat to realize economies of scale and scope.

'3 StarBand Petition at 4, 10.
114 StarBand Petition at 8-10.

"> The Commission has ongoing proceedings to encourage deployment of advanced telecommunications
capabilities, including separate proceedings on cable and wireline broadband services. See, e.g., In the Matter of
Inquiry Concerning the Deployment of Advanced Telecommunications Capability to All Americans in a Reasonable
And Timely Fashion, and Possible Steps To Accelerate Such Deployment Pursuant to Section 706 of the
Telecommunications Act of 1996, 17 FCC Rcd 2844, CC Docket No. 98-146 (2002); In the Matter of Inquiry
Concerning High-Speed Access to the Internet Over Cable and Other Facilities, 17 FCC Red. 4798, GN Docket No.
00-185, CS Docket No. 02-52 (2002); In the Matter of Appropriate Framework for Broadband Access to the
Internet over Wireline Facilities, 17 FCC Red. 3019, CC Docket No. 02-33 (2002). See also, In the Matter of
Review of Section 251 Unbundling Obligations of Incumbent Local Exchange Carriers, 18 FCC Red. 16978, paras.
285-95, CC Docket No. 01-338.

16 See, Intelsat Commitment Letter setting out the commitments that Intelsat has made with respect to the two-way
broadband Internet access service that StarBand currently provides to residential and small business consumers in
Alaska and Hawaii through use of Loral’s satellites.

"7 The Intelsat Commitment Letter is attached as Appendix D.
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In addition, the transaction should enable Loral to reorganize its business around its remaining
satellites and satellite manufacturing business, allowing Loral to enhance competition in these
segments of the satellite industry.

E. National Security, Law Enforcement, Foreign Policy and Trade Policy
Concerns
42.  As part of our public interest analysis, our review takes into consideration

concerns relating to national security, law enforcement, foreign policy and trade policy that may
present public interest harm, including any such issues raised by the Executive Branch.''® If the
Executive Branch raises national security, law enforcement, foreign policy or trade policy
concerns, we accord deference to its expertise on such matters.'”” On December 12, 2003, the
Executive Agencies (DOJ, FBI and DHS) filed a Petition to Adopt Conditions,'** along with
attachments in this proceeding.'*'

43. Specifically, in the Petition to Adopt Conditions, the Executive Agencies state
that their ability to satisfy their obligations to protect the national security, to enforce the laws,
and to preserve the safety of the public could be significantly impaired by transactions in which
foreign entities will own or operate a part of the U.S. communications system, or in which
foreign-located facilities will be used to provide domestic communications services to U.S.
customers.'* The Executive Agencies state that although Intelsat LLC, Intelsat North America
LLC, and IGSC are U.S. companies, incorporated under the laws of Delaware, Intelsat, Ltd., the
ultimate parent of these companies, is organized under the laws of Bermuda. The Executive
Agencies also recognize, however, that Intelsat, Ltd.’s executive management is dominated by
U.S. citizens and that the dominant shareholder of Intelsat, Ltd., is Lockheed Martin, a publicly
traded U.S. defense company controlled by U.S. investors.'*

44.  According to the Executive Agencies, after discussions with the Applicants in
connection with the proposed assignment, the Executive Agencies concluded that the
commitments set forth in the IGSC By-law Amendment,'** the Proposed Resolutions'* and the
Letter Agreement'>° are adequate to ensure that the Executive Agencies and other U. S.

"8 See, Amendment of the Commission's Regulatory Policies to Allow Non-U.S. Licensed Satellites Providing
Domestic and International Service in the United States, Report and Order, 12 FCC Red 24094, 24170-72 (1997)
(“DISCO Il Order”).

9" Foreign Participation Order, 12 FCC Red at 23918-21.
120 See, supra note 5.

12l The attachments include Exhibit 1, Amendment to IGSC By-Laws (“IGSC By-law Amendment”); Exhibit 2,
Proposed Resolutions of the Board of Directors of Intelsat, Ltd. (“Proposed Resolutions”); Exhibit 3, Security
Committee Certification Letter Agreement (dated Dec. 9, 2003) (“Letter Agreement”); and Exhibit 4, Letter Abiding
by Commitments from Intelsat to Mr. John G. Malcolm, Deputy Assistant Attorney, DOJ (dated Oct. 29, 2003)
(“October 29, 2003 Letter””). These exhibits are set forth in Appendix C of this Order and Authorization.

122 Executive Agencies Petition to Adopt Conditions at 3.

12 Executive Agencies Petition to Adopt Conditions at 3. See also, supra. para. 25.
124 Appendix C, Exhibit 1.
125 Appendix C, Exhibit 2.

126 Appendix C, Exhibit 3.
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government entities with responsibility for enforcing the law, protecting the national security and
preserving public safety can proceed in a legal, secure and confidential manner to satisfy these
responsibilities.'?’

45. Accordingly, DOJ, FBI, and DHS advised the Commission that they have no
objections to the grant of the Applicants’ Assignment Application, provided that the Commission
condition the grant of the assignment of applications on: (i) IGSC adopting, prior to the closing
of the subject transactions, the IGSC By-law Amendment; (ii) the adoption by the Board of
Directors of Intelsat, Ltd. of the Proposed Resolutions; (iii) compliance by IGSC and Intelsat,
Ltd. with the commitments set forth in the IGSC By-law Amendment, the Proposed Resolutions,
the Letter Agreement and the October 29, 2003, Letter.'?®

46. In assessing the public interest, we consider the record and accord the appropriate
level of deference to Executive Branch expertise on national security and law enforcement
issues.'” As the Commission stated in the Foreign Participation Order, foreign participation in
the U.S. telecommunications market may implicate significant national security or law
enforcement issues uniquely within the expertise of the Executive Branch.'*® Therefore, in
accordance with the request of the Executive Agencies, in the absence of any objection from the
Applicants, and given the discussion above, we condition our grant of the Application on
compliance with the following conditions: (i) IGSC adopting, prior to the closing of the subject
transactions, the IGSC By-law Amendment; (i1) the Board of Directors of Intelsat, Ltd. adopting
prior to the closing of the subject transactions, the Proposed Resolutions; and (iii) compliance by
IGSC and Intelsat, Ltd. with the commitments set forth in the IGSC By-law Amendment, the
Proposed Resolutions, the Letter Agreement, and the October 29, 2003 Letter. '’

IV.  OTHER ISSUES
A. Regulatory Classification of Licenses

47. The Applicants request permission to designate the space station authorizations
that Intelsat North America would acquire from the Assignors as dual-use non-common
carrier/common carrier.>> The Applicants assert that such dual status would serve the public
interest by providing Intelsat North America with greater flexibility to respond to industry and
customer demands.'*®> The Commission previously held, in the Intelsat LLC Licensing Order,
that our rules allow for the operation of space stations on a dual status, common-carrier/non-

127 Executive Agencies Petition to Adopt Conditions at 3-4. See also, Appendix C. The commitments set forth in
these documents require, inter alia, that IGSC establish a Security Committee comprised exclusively of IGSC Board
members who are U.S. citizens, which shall have exclusive jurisdiction over the establishment, oversight and
evolution of policies related to U.S. national security and law enforcement concerns.

128 Executive Agencies Petition to Adopt Conditions at 1-2. See also, Appendix C, Exhibits 1-4.

12" Foreign Participation Order, 12 FCC Red at 23919-21, paras. 61-66.
B0 Foreign Participation Order, 12 FCC Red at 23919, para. 62.
B Appendix C, Exhibits 1-4.

132 Application at 16.

133 Application at 17.
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common carrier basis."** In that decision, the Commission granted the request of Intelsat LLC,
to operate space station licenses on a dual-use, common carrier/non-common carrier basis on the
condition that Intelsat LLC obtain Section 214 authority prior to providing international common
carrier services.'>> Based on our review of the record, we find no reason to deny Intelsat North
America’s similar request to operate the five space station authorizations at issue in this
proceeding on a dual-use basis. We conclude that granting this request will serve the public
interest by maximizing the utility of these space station facilities to offer consumers a wider
variety of services and choices in service providers.

48.  We note that this grant of authority does not authorize Intelsat North America to
provide international common carrier services. If Intelsat North America wishes to provide such
services it, or one of its parent companies, must first obtain additional authorization from the
Commission pursuant to Section 214 of the Act.'*® Accordingly, we authorize Intelsat North
America to operate the five non-common carrier space station authorizations specified in its
Application, on a dual-use non-common carrier/common carrier basis, subject to the condition
that Intelsat North America obtain Section 214 authority from the Commission prior to providing
international common carrier services. At that time we will determine what, if any, further
conditions must be attached to such grant of authority."’

B. ORBIT ACT

49. A primary objective of the ORBIT Act is to achieve a fully “pro-competitive
privatization” of INTELSAT, which will make it a more effective competitor and promote fairer
and more robust competition in the global satellite market.'*® The ORBIT Act imposes general
and specific criteria on INTELSAT in order to ensure such pro-competitive privatization and
requires the Commission to take certain actions to ensure fulfillment of the criteria.'”

50.  Inthe Intelsat LLC Licensing Order, the Commission granted INTELSAT’s
successor entity, Intelsat, Ltd. and its U.S. subsidiary, Intelsat LLC, authorizations for space
station licenses in the C- and Ku-bands, subject to the condition that INTELSAT privatize in a
manner “consistent with” Sections 621 and 622 of the ORBIT Act.'"*® After receiving and
considering INTELSAT’s privatization plan, as well as comments from interested parties, the

% Intelsat LLC Licensing Order, 15 FCC Red at 15483 para. 51

1% Id. In seeking authority to operate the C- and Ku-bands satellites, Intelsat LLC requested that its licenses permit
flexibility to operate on both a private and common carrier basis, but stated that it had no current plans to provide
common carrier services. The Commission granted Intelsat LLC’s request subject to the condition that Intelsat LLC
obtain Section 214 authority prior to providing international common carrier services.

3¢ 47U.S.C. § 214; 47 C.F.R. § 63.18; see also, 47 C.F.R. § 63.21(h)(permitting, subject to certain limitations,
wholly-owned subsidiaries to operate under a parent’s section 214 authorization provided the Commission is
notified within 30 days of the subsidiary initiating service).

BT 47U.S. C. §214;47 C.F.R. §§ 63.01 et seq.

% «It is the purpose of this Act to promote a fully competitive global market for satellite communication services
for the benefit of consumers and providers of satellite services and equipment by fully privatizing the
intergovernmental satellite organizations, INTELSAT and Inmarsat.” See, ORBIT Act § 2.

139 ORBIT Act §§ 621 and 622.
40" Intelsat LLC Licensing Order, 15 FCC Red at 15519, para. 160.
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Commission reviewed INTELSAT’s privatization as required under Section 601(b)(1) and (2) of
the ORBIT Act to determine whether competitive harm to telecommunications markets would
result from INTELSAT’s provision of service in the United States."*! To make this
determination, the ORBIT Act directs the Commission to use the licensing criteria in Sections
621 and 622 of the ORBIT Act.'*

51.  Inthe Intelsat LLC ORBIT Act Compliance Order, the Commission determined
that the standard of review for applying Sections 621 and 622 of the ORBIT Act (in order to
determine, pursuant to Section 601(b), whether INTELSAT’s privatization will harm
competition in the U.S. telecommunications markets) was whether INTELSAT’s proposed
privatization plan, as a whole, was “consistent with” the criteria set forth in Sections 621 and
622.'"% The Commission also determined that the ORBIT Act permitted it to authorize Intelsat
LLC services prior to Intelsat, Ltd. conducting an [PO within the time frame provided in the
ORBIT Act.'"* In doing so, the Commission stated that it would assess whether INTELSAT’s
privatization was “consistent with” the criteria in the ORBIT Act and impose such conditions as
necessary. Accordingly, in the Intelsat LLC ORBIT Act Compliance Order, the Commission
reviewed INTELSAT’s privatization plan in light of each of the criteria in Sections 621 and 622
of the ORBIT Act, and concluded that, as a whole, INTELSAT’s privatization was consistent
with those sections.'*

52. Consequently, in the Intelsat LLC ORBIT Act Compliance Order, although
Intelsat Ltd. had not conducted an PO, the Commission found that INTELSAT’s privatization
plan was consistent with the criteria in Section 621 and Section 622 and granted Intelsat LLC
authorization to hold U.S. licenses. The Commission made clear, however, that Intelsat LLC
continued to remain subject to the requirements of the ORBIT Act until Intelsat Ltd. conducted
an IPO as required by the ORBIT Act.'*® Importantly, the Commission required that Intelsat
LLC file information with the Commission following its IPO to demonstrate that there has been
substantial dilution of the aggregate ownership in the company of its former Signatories under
the terms of Section 621(2), and until such time, maintained the ability to take action that may be
required by the ORBIT Act should Intelsat LLC be found in violation of any provision of the
ORBIT Act.'"

53. Thus, our review of the Assignment Application is undertaken in view of the fact
that Intelsat remains subject to the ORBIT Act. Among other things, the ORBIT Act requires
that Intelsat, Ltd. conduct an IPO to substantially dilute the aggregate ownership of former
signatories of INTELSAT,'* imposes restrictions on exclusive arrangements for the provision of

1 ORBIT Act §§ 601(b)(1) and 601(b)(2). See also, Intelsat LLC ORBIT Act Compliance Order at 12281, para 3.
2 ORBIT Act § 601(b)(2).

'S Intelsat LLC ORBIT Act Compliance Order, 16 FCC Red at 12287-88, paras. 21-22.

' Intelsat LLC ORBIT Act Compliance Order, 16 FCC Red at 12288, para. 24.

5 Intelsat LLC ORBIT Act Compliance Order at 12288-12299, paras. 22, 25-56.

146 Intelsat LLC ORBIT Act Compliance Order at 12303, para. 71.

7 Intelsat LLC ORBIT Act Compliance Order at 12303, para. 71.

148 ORBIT Act § 621(2). Pub. L. 107-233 § 1, amending Pub. L. 106-180 § 621(5)(A)(i) extended the IPO deadline
to December 31, 2003 and permitted the Commission to extend this deadline under certain circumstances to June 30,
2004. Id. The Commission extended the IPO deadline to June 30, 2004. See, In the Matter of Intelsat LLC, Request

(continued....)
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satellite services between the United States and other countries,'*’ and provides that, until
INTELSAT and its successor or separate entities are privatized, it shall not be permitted to

provide additional services pending privatization in accordance with the requirements of the
ORBIT Act.'

a. IPO Requirement

54.  Inthe Intelsat LLC ORBIT Act Compliance Order, the Commission’s review of
the “independence” criteria of the ORBIT Act, which is to be achieved, in part, through an IPO
that will “substantially dilute the aggregate ownership of [INTELSAT] by such signatories or
former signatories” in the successor entities of INTELSAT, the Commission found that although
Intelsat, Ltd. had not conducted an IPO, there was sufficient evidence of Intelsat, Ltd.’s
commitment to conduct an IPO consistent with the requirements of the ORBIT Act.'*!
Consequently, the Commission conditioned the licenses on Intelsat, Ltd. carrying out its
commitment to conduct an [PO consistent with Sections 621(2) and 621(5)(A) of the ORBIT
Act.”® In addition, the Commission required that, within 30 days of conducting an IPO, Intelsat
LLC file with the Commission information to demonstrate that the IPO is consistent with Section
621(2) and Section 621(5)(A)(i) of the ORBIT Act, upon which the Commission will then
determine whether the ORBIT Act provisions have been satisfied.'”

55. We impose a similar condition on the grant of the assignment of licenses to
Intelsat North America in this proceeding. The licenses assigned to Intelsat North America
today are conditioned upon Intelsat, Ltd.’s compliance with the IPO requirements of the ORBIT
Act. Further, we will require Intelsat North America to file information with the Commission
within 30 days following Intelsat Ltd.’s IPO to demonstrate that there has been substantial
dilution of the aggregate ownership of its former signatories as required by the ORBIT Act.
Upon receiving this information, the Commission will make a determination as to whether
Intelsat, Ltd. has conducted an IPO consistent with the requirements of Sections 621(2) and
621(5)(A)(i) of the ORBIT Act.'”

154

b. Exclusivity Arrangements

56. In addition, we condition the assignment of these space station authorizations on
compliance with Section 648 of the ORBIT Act precluding exclusive arrangements for the
provision of satellite service between the United States and other countries. Section 648
provides:

(...continued from previous page)
Jfor Extension of Time Under Section 621(5) of the ORBIT Act, DA 03-4023, Memorandum Opinion and Order,
(2003).

149 ORBIT Act § 648.

130 ORBIT Act § 602(a).

31 ORBIT Act § 601(b)(2); Intelsat LLC ORBIT Act Compliance Order at 12289, para. 27.
2 Intelsat LLC ORBIT Act Compliance Order at 12288, para. 24.

133 Intelsat LLC ORBIT Act Compliance Order at 12303, para. 71; 12304, para. 77.

'3 ORBIT Act § 621(2).

135 ORBIT Act §§ 621(2), 621(5)(A)(i).
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(a) IN GENERAL.--No satellite operator shall acquire or enjoy the
exclusive right of handling telecommunications to or from the
United States, its territories or possessions, and any other country
or territory by reason of any concession, contract, understanding,
or working arrangement to which the satellite operator or any
persons or companies controlling or controlled by the operator are
parties.

(b) EXCEPTION.--In enforcing the provisions of this Section, the
Commission—

(1) shall not require the termination of existing satellite
telecommunications services under contract with, or tariff
commitment to, such satellite operator; but

(2) may require the termination of new services only to the country
that has provided the exclusive right to handle
telecommunications, if the Commission determines the public
interest, convenience, and necessity so requires.'>

57.  Inthe Intelsat LLC Licensing Order, the Commission conditioned its
authorizations on Intelsat LLC’s compliance with these provisions, noting that Intelsat LLC
indicated its acceptance of this condition.'”” We similarly condition the authority we grant in
this proceeding on Intelsat North America’s compliance with these provisions.

c. Limitation on Expansion into Additional Services

58.  We further condition our grant of authority in this proceeding on Intelsat’s
compliance with Section 602 of the ORBIT Act, which prohibits expansion into “additional
services,” prior to privatization in accordance with the ORBIT Act. Section 602 specifically
prohibits any successor entity of INTELSAT from expanding to provide certain additional
services in the transition period prior to privatization. Section 602 of the ORBIT Act provides:

(a) LIMITATION — Until INTELSAT, Inmarsat, and their successor
or separate entities are privatized in accordance with the
requirements of this title, INTELSAT, Inmarsat, and their
successor or separate entities, respectively, shall not be permitted
to provide additional services. The Commission shall take all
necessary measures to implement this requirement, including
denial by the Commission of licensing for such services.'*®

Under definitions set forth in the ORBIT Act, the term “additional services” means:

13 ORBIT Act § 648.
57 mtelsat LLC Licensing Order, paras. 42 and 172.
138 47 USCA § 761a.
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“(12)(B) for INTELSAT, direct-to-home (DTH) or direct
broadcast satellite (DBS) video services, or services in the Ka or
V bands.”"”’

59.  We construe this provision to apply to Intelsat North America. As we have
explained above, in order to meet the ORBIT Act’s requirements for privatization, Intelsat, Ltd.
must complete its [PO procedures. Until this occurs, Intelsat North America cannot provide
additional services, i.e., DBS, DTH, Ka, or V-band services.'®

60.  Intelsat argues that it is no longer subject to the prohibition on providing
“additional services” under the ORBIT Act.'”" Generally, Intelsat argues that the finding by the
Commission that INTELSAT’s privatization was consistent with the ORBIT Act in the Intelsat
LLC ORBIT Act Compliance Order is in essence a finding that Intelsat has met the privatization
criteria specified in the ORBIT Act.'”® We believe that Intelsat’s interpretation is based on a
misreading of the Intelsat LLC Orbit Act Compliance Order. In that decision, the Commission
did not find that Intelsat had, or could, fully meet the privatization criteria of the ORBIT Act
without completing the IPO process. The Commission only found that the ORBIT Act did not
intend to penalize Intelsat LLC by delaying access to the U.S. market pending an IPO if its
privatization is otherwise consistent with the ORBIT Act’s criteria.'® In addition, the
Commission found that the ORBIT Act provided the Commission discretion to authorize Intelsat
LLC services pending Intelsat, Ltd.’s conducting an IPO within the timeframe provided in the
ORBIT Act.'*

61.  Further, in its review of the “limitation on expansion” criteria in the Intelsat LLC
Orbit Act Compliance Order, the Commission discussed Intelsat's provision of capacity to the
Offices des Postes et Telecommunications of French Polynesia (“OPT”) at length.'®> The
Commission found that Intelsat was providing DTH services'®® and that the issue therefore, was
whether the DTH service in question was a service that existed prior to the effective date of the
ORBIT Act (March 17, 2001) or whether it constituted an expansion into a new service after
March 17."%" The Commission held that Intelsat’s provision of DTH service to OPT did not

139 ORBIT Act, § 681(a)(12)(B).

1% We note that one of the satellites involved in this assignment is Telstar 8, which is scheduled for launch on
September 30, 2004, and will have Ka-band capacity, which is considered an “additional service” under the ORBIT
Act. See, e.g., supra. paragraph 9.

11 Letter from Jennifer D. Hindin on behalf of the Applicants to Marlene H. Dortch, Secretary, Federal
Communications Commission (dated Dec. 23, 2003) at 2. (“December 23, 2003 Ex Parte Letter”).

12 December 23, 2003 Ex Parte Letter at 1-2.
19 Intelsat LLC ORBIT Act Compliance Order at 12288, para. 24.

1% Intelsat LLC ORBIT Act Compliance Order at 12288, para. 24, referring to the purpose of Section 601(b)(1(D)
of the ORBIT Act.

15 Intelsat LLC ORBIT Act Compliance Order at 12294-97, paras. 45-50.

1% The Commission determined that Intelsat was providing DTH service in cases where it leased capacity to other
providers, who in turn, provided DTH services to end-users. See, Intelsat LLC ORBIT Act Compliance Order at
12296, para. 49.

17 Intelsat LLC ORBIT Act Compliance Order at 12296, paras. 49-50.
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violate the ORBIT Act only because it was a pre-existing service, and therefore, it was not
considered an "additional" service under Section 621(4) and Section 681(12) of the ORBIT
Act.'®® This analysis would have been wholly unnecessary if the Commission was operating
under the assumption that Intelsat now urges, i.¢., that being "consistent with" the Act means the
same thing as "fully privatized" under the Act.

62.  Additionally, we note that in the Intelsat LLC ORBIT Act Compliance Order, the
Commission determined that INTELSAT’s provision of bare capacity to customers, who in turn
provide DTH service to end-users, constitutes the provision of DTH service by INTELSAT.'®
The Commission found that because all INTELSAT provided was bare capacity, defining
INTELSAT’s business lines by capacity would render meaningless the concepts of core, non-
core, and additional services that are central to the structure of the ORBIT Act.'”® We find that
the Commission’s rationale for determining that bare capacity provided by INTELSAT to a DTH
provider is deemed to be the provision of DTH service by INTELSAT, extends to the provision
of other “additional services” (i.e., DBS, Ka- and V-band services) as well.'”!

63. Consequently, any provision of bare capacity by Intelsat North America to entities
that provide “additional services,” (i.e., DTH, DBS, Ka-band and V-band services), that Intelsat
North America will acquire from Loral, or to entities that Intelsat may seek to acquire after the
transaction is complete, falls under the ORBIT Act’s definition of additional services, and may
not be provided until Intelsat completes the IPO process as required under the ORBIT Act. This
would include services that Intelsat may provide to Rainbow DBS to the extent Rainbow DBS
uses the capacity to provide DBS, DTH, Ka-band or V-band services.'”> Except to the extent
discussed below pursuant to Special Temporary Authority, our grant of authority to Intelsat
North America prohibits Intelsat North America from providing additional services until
successful completion of the IPO process as required by the ORBIT Act.

d. Special Temporary Authority

64.  Asnoted above, the ORBIT Act prohibits the provision of “additional services”
until Intelsat has completed its [IPO. We find, however, that requiring Intelsat North America to
cease to provide additional services, such as DTH service, immediately upon approval of the
Assignment Application would result in disruption and/or discontinuance of service to existing
Loral customers who provide such services e to end-users. While we acknowledge that Loral
and Intelsat could avoid creating this type of disruption by delaying the transaction until after
Intelsat conducts its PO, we are reluctant to order the parties to alter the transaction in this
manner; such governmental interference with the negotiation process could well cause the

'8 Intelsat LLC ORBIT Act Compliance Order at 12297, para. 50.
19" Intelsat LLC ORBIT Act Compliance Order, 16 FCC Red at 12294, 12296.
170 Intelsat LLC ORBIT Act Compliance Order, 16 FCC Red at 12296.

"1 The Commission found INTELSAT’s provision of DTH services to French Polynesia was fundamentally in
place by the time the ORBIT Act went into effect, and consequently concluded that in the case of French Polynesia,
INTELSAT was not providing DTH service in violation of the ORBIT Act. Intelsat LLC ORBIT Act Compliance
Order, 16 FCC Rcd at 12294-97 (paras. 49-50).

172 See, supra paragraph 34. If consummated, the contract would be assumed by Intelsat pursuant to the Purchase
Asset Agreement. See, e.g., Loral Opposition to StarBand Petition at 7.
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demise of the agreement between Loral and Intelsat, and, for the reasons set forth above, we
believe that consummation of the agreement will serve the public interest, convenience and
necessity. Of course, if Loral and Intelsat believe that a delay until after the [PO is manageable,
they will have the option of waiting until then to proceed without restrictions on Intelsat’s
provision of the additional services obtained from Loral.

65. To the extent the parties do not consider such a delay feasible, however, we
hereby grant Special Temporary Authority to Intelsat North America to continue to provide the
DTH services currently provided by Loral for a period of 180 days in order to allow time for
Loral’s existing DTH customers to transition to other service providers. We emphasize that this
Special Temporary Authority permits Intelsat North America to continue leasing capacity to
Loral’s existing DTH customers solely for the purpose of allowing these customers time to
transition to other providers. To ensure that existing Loral customers are aware of this change in
terms of their services after the assignment of licenses to Intelsat North America, we require
Intelsat North America to notify Loral’s DTH customers, in writing, and within 30 days of the
release of this order, that capacity provided by Intelsat North America for the provision of DTH
service is now being provided under a grant of Special Temporary Authority and state the date
on which such authority will expire.'” The Special Temporary Authority does not extend to
additional services that are not currently being provided by Loral, and does not authorize Intelsat
North America to acquire new customers that would provide such services.

66.  Accordingly, except as provided above with respect to Loral’s existing customers,
until such time that the Commission determines that Intelsat has fully complied with the [PO
requirement set forth in Section 621(2) of the ORBIT Act, Intelsat North America is prohibited
from using the authorizations granted in this Order and Authorization to expand into the
“additional services” specified in the ORBIT Act.

e. Competition Requirement

67.  Finally, we disagree with SES AMERICOM that we are required to analyze,
under the terms of the ORBIT Act, the issue that it raises with respect to the competitive impact
of this transaction on federal government procurement.'”* SES AMERICOM states that its
primary concern is that, because of Intelsat’s market access in many other parts of the world,
Intelsat’s acquisition of the subject satellites might harm competition in the U.S. Government
market for domestic satellite services.'” SES AMERICOM claims that the ORBIT Act requires
the Commission to consider the impact of Intelsat’s acquisition of these satellites on competition
in the U.S., and that under the ORBIT Act, the Commission may not issue a license unless the
Commission determines that such issuance will not harm competition.'”® The Commission has
already conducted the competition analysis required by Section 601 of the ORBIT Act.'”” As

'3 We are aware that certain of Loral’s DTH customers will be affected by this transfer, and note that to the extent
other Loral customers use Loral’s capacity to provide “additional services” as defined under the ORBIT Act (i.e.,
DBS, Ka-band or V-band services), this requirement also applies to those customers.

7% SES AMERICOM Comments at 13-18; SES AMERICOM Reply at 15.
!> SES AMERICOM Reply at 6.

17 SES AMERICOM Reply at 8.

177" See, Intelsat LLC ORBIT Act Compliance Order at 12286-88.
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required under Section 601 of the ORBIT Act, in making the determination as to whether INTELSAT’s
privatization will harm telecommunications markets in the United States, the Commission must use the
licensing criteria of Sections 621 and 622."”* In the Intelsat LLC ORBIT Act Compliance Order, the
Commission reviewed INTELSAT’s privatization plans in light of each of the criteria in Sections
621 and 622, and concluded that as a whole, INTELSAT’s privatization met the standards of
Sections 621 and 622.'" Thus, the Commission found that under Section 601(b) of the ORBIT
Act, authorizing INTELSAT’s services to, from, or within the United States would not harm
competition in the telecommunications market of the United States.'™

68.  We have separately considered the substance of SES AMERICOM’s arguments
as part of our public interest analysis under Section 310(d). As discussed above, we reviewed
the arguments made by SES AMERICOM in our evaluation of the competitive effects of the
proposed transaction in the relevant markets, and concluded that the evidence was not persuasive
to support a finding that the proposed assignment would result in competitive harm in the
provision of services to the U.S. Government. Our review concluded that assignment of the
space station authorizations to Intelsat North America for services to, from, or within the United
States will not harm competition in the telecommunications market of the United States.

Consequently, there is no need to impose the conditions proposed by SES AMERICOM.'®!

C. Pending Applications

69. The Applicants request that grant of the Applications include authority for
assignment to Intelsat North America of: (1) any authorization issued to Loral during the
pendency the Commission’s consideration of the Assignment Application or during the period
required for consummation of the assignments following approval; and (2) applications that will
have been filed by Loral and that are pending at the time of consummation of the proposed
assignment.'®> We conclude that any authorizations issued to Loral Satellite, Inc. and Loral
SpaceCom Corporation during the pendency of this proceeding or filed after the Assignment
Application and still pending at the time of the release of this Order and Authorization should be
deemed to be covered by this Order and Authorization. Consistent with Section 1.65 of the
Commission’s rules, Applicants should amend any current pending applications, as well as
pending applications that may be acted on between the release date of this Order and
Authorization and the consummation date, to reflect the transaction approved by this Order and
Authorization.'"™ We note that the Commission added Loral SpaceCom’s Telstar 13 satellite,
which is licensed by Papua New Guinea, to the Commission’s Permitted Space Station List with
conditions on August 8, 2003."** Accordingly, Intelsat North America should follow the

1

-

¥ See, ORBIT Act §§ 601(b)(2)
® Intelsat LLC ORBIT Act Compliance Order at 12288-12299, paras. 22, 25-56.

O Intelsat LLC ORBIT Act Compliance Order at 12286-88, paras. 17-22; and 12303, para. 71.
181

1

<

1

o

See, supra Section III. D, paragraphs 27-31.

182 Petition for Declaratory Ruling, supra note 1.

18 47 C.FR.§ 1.65.

18 See, supra paragraph 10.
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Commission’s procedures for changes of ownership of satellites on the Permitted List.'>
V. CONCLUSION

70.  We find that the assignment of the satellite space station authorizations held by
Loral Satellite, Inc. (Debtor-in-Possession) and Loral SpaceCom Corporation (Debtor-in-
Possession) to Intelsat North America, LLC is in the public interest as discussed in this Order
and Authorization. This finding is subject to the conditions and limitations stated in the above
decision and as noted in the ordering clauses below.

VL ORDERING CLAUSES

71.  IT IS ORDERED that, for the foregoing reasons noted herein, including those
stated in paragraph 40, assignment of the licenses and authorizations set forth in applications
SAT-ASG-20030728-00138 and SAT-ASG-20030728-00139, is in the public interest, and
therefore, the applications ARE GRANTED, subject to the conditions stated below.

72. 1T IS FURTHER ORDERED that, the authorizations granted to Intelsat North
America herein are subject to a future Commission finding that Intelsat, Ltd., has conducted an
IPO consistent with the requirements of Sections 621(2) and 621(5)(A)(i) of the ORBIT Act and
any actions the Commission may take in view of this finding under Section 601(b)(1)(B) of the
ORBIT Act.

73. IT IS FURTHER ORDERED that, pursuant to Section 310(b)(4) of the
Communications Act of 1934, as amended, 47 U.S.C. Section 310(b)(4), the Petition for
Declaratory Ruling filed by Intelsat North America (ISP-PDR-20030925-00024) IS GRANTED
to the extent specified in this Order and Authorization. Accordingly, Intelsat North America is
authorized to accept indirect foreign ownership in excess of the twenty-five percent benchmark
in Section 310(b)(4) of the Act, as specified in this Order and Authorization.

74. 1T IS FURTHER ORDERED that, the Petition to Adopt Conditions filed by the
Executive Agencies IS GRANTED, and therefore, pursuant to Section 4(i), 303(r) and 309(f) of
the Communications Act of 1934, as amended, 47 U.S.C. Section 4(i), 303(r), 309(f), the grant
of the Assignment Application is conditioned upon compliance with the conditions in Appendix
C of this Order and Authorization.

75. IT IS FURTHER ORDERED that, pursuant to Section 4(i), 303(r) and 309(f) of
the Communications Act of 1934, as amended, 47 U.S.C. Section 4(i), 303(r), 309(f), the grant
of the instant Assignment Application subjects Intelsat North America to a 180-day Special
Temporary Authority under which it may provide “additional services” as defined in the ORBIT
Act that are currently provided by Loral. Thereafter, Intelsat North America must discontinue
providing these services unless it is no longer subject to the prohibition under the ORBIT Act for
providing such additional services.

76.  IT IS FURTHER ORDERED that Intelsat North America must notify current
customers of Loral who are providing DTH services (or other “additional services” as defined

185 See, Amendment of the Commission’s Space Station Licensing Rules and Policies, First Report and Order and
Further Notice of Proposed Rulemaking, 18 FCC Red 10760, paras. 326-327 (2003).
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under the ORBIT Act), in writing, and within 30 days of the release of this Order and
Authorization, that DTH service is now being provided under a grant of Special Temporary
Authority as specified in this Order and Authorization.

77. 1T IS FURTHER ORDERED that the request of StarBand Communications Inc.
to accept the late-filed Petition to Adopt Conditions IS GRANTED, and that StarBand’s Petition,
Loral’s Opposition thereto, StarBand’s Reply, and Intelsat ARE HEREBY ACCEPTED into the
record in this proceeding. IT IS FURTHER ORDERED that the Petition to Adopt Conditions
filed by StarBand Communications Inc. IS DENIED.

78.  IT IS FURTHER ORDERED that, pursuant to Section 1.65 of the Commission’s
rules, 47 C.F.R. § 1.65, the Applicants are afforded thirty days from the date of release of this
Order and Authorization to amend all pending applications in connection with the instant
Application to reflect the new ownership structure approved in this Order and Authorization.

79. This Order and Authorization is issued pursuant to Sections 0.261 and 0.331 of
the Commission’s rules on delegated authority, 47 C.F.R. §§ 0.261, 0.331, and is effective upon
release. Petitions for reconsideration under Section 1.106 or applications for review under
Section 1.115 of the Commission’s rules, 47 C.F.R. §§ 1.106, 1.115, may be filed within 30 days
of the date of the release of this Order and Authorization. See 47 C.F.R. § 1.4(b)(2).

FEDERAL COMMUNICATIONS COMMISSION

Donald Abelson, Chief
International Bureau
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APPENDIX A

File Number for the Assignment Application seeking authority to assign licenses held by Loral
SpaceCom Corporatation (Debtor-in-Possession) to Intelsat North America, LLC:

SAT-ASG-20030728-00138
Telstar 4 (C/Ku) @ 89 W.L. to 77 W.L., C-band 4/6 GHz, Ku-band 12/14 GHz
Telstar 5 (C/Ku) @ 97 W.L., C-band 4/6 GHz, Ku-band 12/14 GHz

Telstar 8 (C/Ku/Ka) @ 89 W.L., C-band 4/6 GHz, Ku-band 12/14 GHz, Ka-band
19.7 -20.2 GHz (downlink), 29.5- 30.0 GHz (uplink)

File Number for the Assignment Application seeking authority to assign licenses held by Loral
Satellite, Inc. (Debtor-in-Possession) and Intelsat North America, LLC:

SAT-ASG-20030728-00139
Telstar 6 (C/Ku) @ 93 W.L., C-band 4/6 GHz, Ku-band 12/14 GHz
Telstar 7 (C/Ku) @ 129 W.L., C-band 4/6 GHz, Ku-band 12/14 GHz
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APPENDIX B

FOREIGN OWNERSHIP INFORMATION

Inielsat Shareholders
As of 28 July 2003
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Exhibit 1

IGSC By-laws Amendment
EXHIBLL A - DRAFT AMENDMEN 1 1U IGDU BY-LAWD :

ARTICLE HI

Commitfees

Section 3.1.  Committees. The Board of Directors may designate one or more
committecs, cach commuttee to consist of one or mere of the directors of the Corporation. The
Board may designate one or more directors as alternate members of any committee, who may
replace any ghsent or disqualificd member at any meeting of the commitiee.

Section 3.2, Committee Rules. Unlags the Board of Directors otherwise provides, sach
committee designated by the Board may adopt, amend and repeal rules for the conduct of it
business. [n the absence of 2 provision by the Board or a provision in the rales of such
comumittee to the contrary, a majority of the entire authorized number of members of such
committee shall constitzte a quornm for the transaction of business, the vote of @ majority of the
members present at a meeting at the time of such vote if 8 quorum is then present shall be the act
of such commiitee, and 1 other respects each committce shall conduct 1ts business in the same
manner as the Board conducts its business pursuant to Article I of these by-laws.

Section 3.5, Security Committee. TUntil such time as the United Staies Department of
Justice, Federal Bureau of Investigation, and the United States Department of Homeland Sseurity
confirm to the Corporation in wrtmg that such committes is no longer necessary, the Board shall
maintain a Secunty Committee and the following provisions shall apply with respect to such
committee, The Security Commitice shall have at least one member. All members of the
Security Committee shall be United States citizens. The Secunty Comemtiee shall have sole
authority over the sstablishment, oversight and evelution of policies, practices and procedurcs
related to or materially affecting the Corporation’s actions concerning (2) requests from a
Foreign government or other Foreign entity to conduct electromc surveillance nsing the domestic
communications network or to obtain information relating to domestic communications or
electronic surveillance conducted using the domestic communications network, (b) requests or
dirsetives from a Foreigm government or other Foreign entity (o alter, affect or obtain
information about the operations, security, personnel or infrastructure of the domestic
communications network, (¢} any decision by the Corporation involving document preservation
requesis from any government agency in the Uniied States related to the domestie
communications network, where those decisions relate to Forsign laws or requests from a
Foreign government or other Foreigm entity, (d) any requests or directives from a Foreign
government or other Foreign endity retating to the preservation, storage, retention or destruction
of documents related to the domestic communications networky, (e) any attempt by a Foreign
government or other Foresign entity to induce an employee of the Corporation o violate United
States law, and (f) any decizsion by the Corporation relating to compliance with lawful ULS.
process where Forgign laws or requests from a Foreign government or other Foreign entity may
be 2 factor. For the purposes of this Section 3.3 only, the term “Foreign™ means non-1J.S.; and
the term “domestic communications™ means (%) wire commomeations or clectromic
communications (whether stored or not) from one 7.5, location to another TS, location and {¥)
the UL.S. portion of a wire communication or clectronic communication (whether stored or not)
that originates or terminates m the United States.
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APPENDIX C
Exhibit 2
Proposed Resolutions

a Intelsa

Engpiring comnes o

TO WHOM TT MAY CONCERN

L Richard B. Nash, hereby certify that the attached resolutions were adopied by the
Board of Direciors of Tntelsat, Lid. on 10 Docember 2003,

Director, Corporate Affairs
For and on behalf of Intelzat, Lid.

2400 Inbemetional Drive MWW, Weshington O Z0008-3006 US4 wawweingelsatoem T+1 202-524-G800 F 3 202-523-FE54
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NELFGATION TO INTELSAT GLOBAL SERVICE CORPORATION BOARD

NOTED

That the Board of Directers has previously approved a series of transactions (the
“Transactions”} pursuant to which the Company’s indirect, wholly-owned subsidiary,
Intelsat Global Service Carporation {"1G5C"), will have operational control over certain
=atallites and related assets (the “Loral Assets”) acquired from Loral space &
Communications Corporation as debitor and debfor in possession, Loral SpaceCom
Corporation as debtor and debtor in possession, and Loral Satellite. Inc. as debtor and
debtor in possession; '

NOTED

That the United States Department of Justice, United States Departrnent of Homeland
Security and Federal Bureau of investigation (together, the "Executive Agencies”) have
sought assurances that the Company, as a non-U.S. entity, will not be able to influence the
compliance by IGSC with lawful requests relating to issues of U.5. national security and law
enforcement; and

NOTED

That in response 1o the Executive Agencies’ requests, it is proposed that the Company, the
Company's wholly-owned subsidiary Intelsat (Bermuda), Ltd., which is the sole shareholder
of IGSC. and IGSC take cortain necessary aclions to amend the 1G3C by-laws that will be in
effect upon consummation of the Transactions so as 1o read as set forth in the form of the
amended by-law of |GSC attached hereto as Exhibit A (the "IGSC By-law Amendment”),
which amendment provides, among other things and subject 1o the terms thereof, that
IS0 shall maintain a Security Committes comprized exclusively of 1GSC Board members
who are U8, citizens, which shall have exclusive jurisdiction over the establishment,
oversight and evolution of policies related to U.S. national security and law enforcement
concerns,

MOTED .

That delegation of these responsibilities 1o 1GSC is appropriate because (a) 1G5C controls
the Intelsat network and, after consummation of the Transactions, will control the Loral

Assets via the pravision of technical services; and (b) the 1G5C Board members o whom

thase responsibilities are delegated are employees of 1G5C,

IT IS THEREFORE RESOLVED

That the Board of Directors recognizes, understands and accepts the IG5C By-law
Amendment and hereby determines that it is advisable, desirable and in the best interests
of the Company and its Members (shareholders) to, in arder to implement the IGSC By-law
Aamendment, authorize and direct any director or officer of the Company to take such
further actions and measures as such director or officer in his or her absolute discretion
may deem necessary, desirable or appropriate in furtherance of, in connection with ar as
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contemplated by these resolutions, including but not limited to recommending o the
board of directors of Intelsat (Bermuda), Ltd. to approve a resolution consistent with these
resolutions; and it is further

RESCLVED

That the Board of Directors accepts and acknowledges that, subject 1o the terms of the
IGSC By-law Amendment, each member of the IGSC Security Committee shall be a U.5.
citizen; and it is further

RESQLVED : -

That the Baard of Directors understands the national security and law enforcement bases
of the IG5C By-law Amendment and that the adeption of the 1G3C By-law Amendment i5 a
condition of the Executive Agendies’ consent to the Federal Communications Cornmission’s
approval of the assignment of certain licenses and authorizations associated with the Loral
Assets 10 165C"s affilliated company, Intelsat North America LLC.
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APPENDIX C
Exhibit 3
Letter Agreement

a Intelsat.

el I om e Hane

Dacemnber 9, 2003

vkl I Ml
rited Department of Tastice Poestan
Aot Aotoroy General Pty At
Criminal Thivision
Main Jostics
950 Peansylvania Avenne, NW
Waghington, DC 20530

Federa! Bureau of Investigation
Genperal Counsel

O35 Peonsylvania Avenns, NW
Whshingion, DC 20535

Unitsd States Deparment of Homeland Security
(reneral Coungel
Washingion, D 20328

2 y Comnal Hon

Eafarencs is mads to tha form of Amended and Resared By-Lews of Intelsat Global Service
Coportion MIGSC™), 1 wholly owned subgidiery of Intelsat (Bermuda), Ltd., in the form
sttached hereto 25 Exhibit 1 [ﬂm“ﬂrhm'}.thnt[(ﬂﬂmtmdnhuﬂuptmmmﬂmnwiﬂim
cloaing of the ransactions contemplated by the Asset Purchace A gresment, daied as of July 15,
2003, 85 amendec from time 1o tine, by and amoog utzlsat, Ltd., Iuvlsat (Bermuds), Lid., Loral
Space & Commanications Corporation as debrior znd debtor-in-possessicn, Lorel SpaceCom
Corporatice a1 debior and dshitor-in-possession end Laral Satellits, ne. as debter and deltor-in-
posseagion. Capitslized tertms Mhﬂnmmmuuduﬂmdsmnmﬂmnmum#
forith in the Byv-laws,

IG5C herehy aprees that, commansing upunlhn adoption of the By-laws i conneciton with the
confeoplated fransantion, on or before the last businsee day of sach January following a oslsndar
year in which the provisiona of Article ITI, Section 3.3 of the By-lows applied to EGSC, tw
Chairman of the Secutity Comtbittee shall submit to She United States Departmen: of Justizs,
Fadersl Bureau of Tnvestigation, and the United Stetes Department of Homeland Security a
cortifivetion regaiding complionce during the prior calendar year with Articls 1L, Section 3.3 of
the By-laws. Such contification atmll provide a samumary of any significant metiers brought
before the Security Catmrmities pursuant to Articls II, $ection 1.3 :uzrmsnchmleuduywm
a description of any sctions takeu by IGEC with reapect 1o such matters.

This letter sgreament may ba sxecuiad in ane or mere counterparts, each of whick ghall be
desmicd o be an eriginal and all of which together shall be degmed to be onz and the same
instnonsnt. .

Irekeal Glokal Snvice Coraaation
IR0 ks baasl vy AL Toleindhgbss DE 2DO0E-200E UEA v ndebislesn T o+ I02-CDA-CITY  +1 202 Dud 7R

Exhibit 3
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“This lettse sgreement chali be governed and construed in accordance with the laws of e State of
Drelawrare withomt regerd o principles of conflicts of law.

Very truly wours,

Ancepted and Agreed as of the date first writica above:
UNITED STATES DEPARTMENT CF JUSTICE

“Neme: Jobn G. Malenlm
Titls: Deputy Adsl stant Attorney Creneral

FEDERAL BUREAU OF INVESTIGATION

By:

Mune:  Pairick W, Kelley
Title; TDrepirty General Commeel

UNITED STATES DEPARTMENT
OF HOMELAND SECURITY

By
MName;  Robert Liscouskd
Title: Assigtent Seoretary for InTastreciure Protection
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This |stter agremnent ghall ba governed and canstried ity sesordamos with the laws of the
Siate of Delawars withont ragard to principles of conflicts of law.

Very traly vours,
INTELSAT GLOBAL SERVICE
CORPCORATION

Hy:
Marme: David Meltzar
Titla: Dirselor and General

Counsel/Senior
Viog President for Regulotory
Alfaire

Accepted and Apreed as of the date fiwt writien above:

TNITED STATES DE TMENT OF IIISTICE

By:

John G, Malcolm
_ Deputy Assistant Attorney Gemeral

FEDERAL BUREALF OF INWVESTIGATION

M:ﬁk 1\) blj""q
Name:  Parick W, Kelley |
Title: Deputy Geneea! Counsel

UNITED STATES DEPARTMENT
0 SECURITY

By, T

Mame! j i
Title:  Assigizmi Sec Infrestructure Protection
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1776 K STREET W
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FHOME  F3.505 2800
FAX T3.905 25800

wharw, wrf.oom

APPENDIX C
Exhibit 4
October 29, 2003 Letter
Wilew Rein & Fielding e
Johr B, Reynalds, [11
202.719.7342
| October 29, 2003 Jreyns s @wrl.com

Mr. John G. Maleolm

Deputy Assistant Attorney General
Department of Jushice

950 Pennsylvania Avenue, N'W
Washington, DC 20530-0001

Re:  Intelsat’s Proposed Acquisition of Certain Loral Assets
Dear Mr. Maleolm:

O behalf of our clients, Intelsat, Lid. and Intelsat (Bermuda), Lid. (collectively

| “Intelsal™), we appreciate the opportunity to confer with representatives of the

Federal Burean of Investigation (“FBI™), the Department of Justice (“DOJ7) and the
Diepartment of Homeland Security (“"DHS™) about Intelsat’s proposed acquisition of
certain assets and labilities of Loral Space & Communications Corporation as
Debior-in-Possession, Loral SpaceCom Corporation as Debtor-in-Possession
{**Loral SpaccCom™) and Loral Satellite, Inc. as Debtor-in-Possession {“'Loral

- Satellite™) (collectively “Loral™), through a sale or sales to be effected under the
supervision of the United States Bankruptcy Court for the Southern District of New
| York (“Bankruptey Court”) under Chapter 11 of the U.8. Bankruptey Code

| {“Chapter 117). This letter responds to your oral request for certain information

ahout the Loral assets and liabilities (the “Loral Assets™) and Federal
Communications Commission (“FOC) authorizations which Intelsat proposes to
acquire.

I. Introduction

On July 15, 2003, Loral filed for bankruptey protection under Chapter 11 and
agreed to sell certain of its satellites— Telstar 4, Telstar 5, Telstar 6, Telstar 7,
Telstar 8 and Telstar 13—1o Intelsat. Toral and Intelsat have submitied 1o the FCC
an application for the approval of Loral’s assignment of the licenses and
authorizations necessary to operate Telstar 4. Telstar 5, Telstar 6 and Telstar 7, as

' Telstar 4 experienced a short circuit of its primary power bus on September 19, 2003, Loral

was unable 1o re-sstablish contact with its Telstar 4 satellite and declared the satellite a toral loss on
September 22, 2003, Under Loral's agreement to self its six North American satellites w0 Intelsai, the
purchase price will be reduced by any insurance proceeds that Loral receives net of any customer
warranty claims.

WHFMAIN [2E27113.4
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Mr, John G. Maleolm
October 29, 2003
Page 2

well as the licenses and authorizations necessary to launch and operate Telstar &,
which is currently under construction. Loral also has taken steps to assign the C-
band payload and its portion of the common elements of Telstar 13, a satellite
whose C-band pavload was authorized by the Administration of Papua New Guinea,
to Inielsat.

Ag explained in more detail below, Inielsat provides bulk communications capacity
via the Intelsat satellite fleet, marketed primarily through numerous distributors and
wholesale customers and also through its own marketing operation.  Similarly,
Loral provides bulk space capacity and certain limited value-added services via a
global satellite fleet. Acquisition of the Loral Assets will allow Intelsat to provide
greater bulk space capacity and value-added services, none of which include
common carrier switched services, as described below. Afier selling the Loral
Assets, Loral will seek to emerge from the protection of the bankruptcy court. It
will have no further involvement with the Loral Assets.

IL. Description of the Parties and the Transaction
A, Futelsat

Intelsat owns and operates a global satellite system that provides bulk space
segment capacity 1o other companies for a wide array of communications services,
including voice, video, data, and Internet connections. The Intelsat fleet of satellites
offers this capacity in approximately 200 countries and territories, serving
customers that range from large telecommunications cartiers and broadeastiers (o
corporate networks and Internet service providers. These customers include
distributors that resell bulk satellite capacity, as well as customers that lease satellite
capacity for their own use. Historically, because Intelsat was an inler-governmental
organization, it could not hold FOC licenses and authorizations. As a result of its
recent privatization, Intelsat has been able to obtain satellite licenses that authorize
it to operate the Intelsat satellite fleet. No new TT&C facilities will be acquired m
the transaction; [ntelsat will control the Loral Assets from its existing US, TT&C
facilities.

In late 2002, Intelsat acquired COMSAT World Systems. Through this transaction,
an Imelsat subsidiary, Intelsat USA License Corp, (“Intelsat USA™), acquired a
number of international Section 214 authorizations to resell channels of Intelsat’s

{(Continued . . )

WERFNWLAIN (212711354
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Mr. John G. Malcolm
October 29, 2003
Page 3

bulk space capacity.” While Intelsat USA resells space capacity 1o customers who
may use the capacity to provide switched services, it does not itself provide any
common carrier switched services. 1n addition, although Intelsat USA is authorized
to resell Intelsal space capacity between the United States and foreign points, its
FCC authorizations do not permit it to provide international common carrier
gwitched services without first obtainimg Section 214 authorizations for that
purpose. The FOC's approval of the ransfers and authorizations associated with
Intelsat’s acquizition of COMSAT World Systems was conditioned on
represcntations and undertakings made in an October 15, 2002 letter from the
undersigned to James Lovelace. Based on those assurances and representations, the
Executive branch agreed that Intelsat did not need to enter into a Network Security
Agreement {"NSA)L

B, Loral

Loral owns and operates a global fleet of telecommunications satellites used by
television and cable networks to broadeast video entertainment programming, and
by communication service providers, resellers, corporate and government customers
for broadband data transmission, Internet services and other value-added
communications services. Loral also is a world-class leader 1n the design and
manufacture of satellites and satellite systems for commercial and government
applications,

The only assels at issue in this transaction are Telstar 4, Telstar 5, Telstar 6, Telstar
7, Telstar & and Telstar 13, Loral currently leases transponders on these satellites to
various customers, For example, Loral sells or leases space capacity to television
and cable networles for broadeasting of wideo entertainment programming, and to
communication service providers, including service resellers and data and Internet
service providers. Loral also provides wholesale services o certan entities that
resell satellite capacity to U.S. governmental agencies, including the Department of
Defense and the Department of Homeland Security. Although certain of its
customers may provide switched services, Loral itself provides no common carrier
switching or routing services for any of its customers, including the Department of
Defense,

Intelsat s acquisition of COMEAT World Systems also enabled il to begin offering three
types of value-added wloport services, none of which involves any common carrier switching ar
rouling.

WHFMAIN E2127115.4



Federal Communications Commission

DA 04-357

Mr. John G, Malcolm
Ogctober 29, 2003
Page 4

Loral’s customers use the capacity to transport various communications, including
voice, data and video. Loral's common carrier customers must obtain their own
Section 214 authorizations, and most of Loral’s customers apply for and obtain their
own Title I1T licenses from the FCC.

. The Transaction and the Relared honership Structure

Loral Satellite, Inc. as Dehtor-in-Possession and Loral SpaceCom Corporation as
Diebtor-in-Possession hold in good standing several FOO Title 1 licenses relating
to Telstar 4, Telstar 5, Telstar 6, Telstar 7 and Telstar 8. Upon the closing of the
proposed transaction, these licenses and authorizations will be assigned to Intelsat
Morth America LLC.

1. Corporaie Structure of the Proposed Title LI Licensee

Intelsat, Ltd.

i

Intelsat (Bermuda), Lid.

|
Intelsat Holdings L1.C

!
Intelsat LLC

Intelsat North America LLC

Intelzat North Amerieca LLC, the proposed holder of the Title 111 licenses in this
iransaction, is a Delaware limited liability company. It is wholly owned and
controlled by Intelsat LLC, a Delaware limited liability company. Intelsat LLC, in
turn, is whaolly owned by Intelsar Holdings LLC, a Delaware limited liability
company. Intelsat Holdings LLC, in turn, is wholly owned by Intelsat {Bermuda).
Lid., a company incorporated under the laws of Bermuda. Intelsat (Bermuda), Ltd.
is wholly owned by Intelsat, Ltd., also a company incorporated under the laws of
Bermuda.

”

2. Controlling Interests
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Lockhead Martin, a Marvland corporation the shares of which are publicly traded on
the New York Stock Exchange, is by far the largest single shareholder in Intelsat,
Lid. Lockheed Martin holds approximately 24.05 percent of the total Intelsat, Lid.
shares. The second largest Intelsat shareholder owns less than 5.5 percent of the
total shares,” and the remaining ownership interests in Intelsal are widely dispersed
among more than 220 entities, representing over 145 nations. The ownership of
Intelsat has not materially changed during the past three vears. However, as the
Executive branch agencies are well aware, Intelsat has already privatized and 1s
under a statutory obligation o conduct an initial public offering. Consequently,
Intzlsat filed its Registration Statement on Form F-1 with the United States
Securities and Exchange Commmission in 2002.° Finally, all of the executive oilicers
of Intelsat, Ltd, are ULS, citizens., Thus, although its ultimate parent corporation is
organized under the laws of Bermuda, Intelsat Mosth America LLC is a ULS. legal
entity managed by American citizens and not under management control of any
foreign person, private or govermmental. The largest single shareholder in the
foreign parent corporation i1s a U5, corporation.

1L, Title ITI Radio Licenses

Intelsat proposes o acquire the radio communications licenses currently held by
Loral that allow the Loral Assets to be operated. Loral does not provide, and has no
plans to provide, comimon carrier switched services via cquipment authorized under
its Title [II licenses prior to closing. Likewise, Intelsat has no plans to provide such
services post-closing *

Videsh Sanchar Nigam Lud. of India owns approximately 341 percent of the owtstanding
Imtelsan, Lid, shares, WSNL is also traded on the New York Stock Exchange. The third largest
shareholder, France Telecom, owns approximately 4.23 perceat of the shares, and Telenor
Broadband Services and British Teleconumunications, who are the fourth and filth largest
sharcholders, oan approximarely 4,11 and 3,82 percent of the ouistanding shares, respectively. All
three of these companies, or their parent companies, are publicly traded on U5, exchanges.

Registration Statement Under the Securities Act of 1933, Intelsar, Lid., Registration MNao.
A33-87064 (Apnl 26, 2002) and Amendment Mo. | thereto, dated June 21, 2002, Pursuant to SEC
regulations, Intelsat withdrew the registration statement in December 2002, Tntelsat has requested
that the FOU extend the deadline for its public offering wntil June 30, 200 See FOC File MNa. SAT-
SO 2003082 200292
8 Intelsat proposes 1o operate the satellites in the same manner as Loral currently operates
them. In short, Intelsat will offer transponder capacity and certain value-added services to meet the
needs of international telecommunications service providers, long-distance carmiers, broadcasters,
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Intelsat believes that it would not need to seek additional Title 11 licenses to offer
international commeon carrier services using the Loral Asssts. As described above,
most of Loral's customers obtain thear own Title [ licenses from the FCC, and all
of Loral’s customers that offer common carrier switched services to the public are
required 1o obtain their own Section 214 authorizations from the FCC. However, in
the unlikelv event that Intelsat were to decide to provide common carrier switched
services in the future, it would expect o seek the requisite additional Section 214
authorization from the FCC. In the event such services were to be offered, Intelsat
will notify the DOJ, FBI and DHS in writing of its application for such Section 214
authorization.

In summary, the Loral Assets are used to provide access to satellite capaeity for use
by others to distribute communications services. Loral does not have and Intelsat
will not have any control over the switching or routing performed by their
customers. As a consequence, it seems unlikely that law enforcement or other
United States governmental authorities would find it useful to work through Intelsat
to address surveillance concermns and related matters with respect to tralfic that relies
on Intelsat’s satellites or services. 1n the event that there is a need to conduct

law fully authorized surveillance on Intelsat facilities or services, Intelsat commits to
take the steps specified in its correspondence with the FBI regarding the acquisition
of COMSAT World Systems (“CWS™). Specifically, Intelsat will take all
reasonable measures to assist and support the FBI or any other United States
federal, state or local agency with law enforcement or national security
responsibilities in conducting law fully authorized electronic surverllance. Such
assistance shall include, but not be limited to, disclosure, if necessary, of technical
and engineering information relating to the design, maintenance or operation of the
Intelsat svstems. Intelzat and the agency seeking the cooperation will work together
in determining what is reasonable, taking into account the investigative needs of the
agency and Intelsat’s commercial interests.

Going forward, Intelsat will comply with the advance notice commitments made
its correspondence with the FBI regarding the acquisition of CWS. In particular,
Intelsat undertakes to provide the FBI, DOJ and DHS with advance notice of the use
of any of the Loral Assets to provide common carrier switched services. For any

st —

(Continued . . )
and multinational corporations. Intelsat will not, however, provide any common carrier switched
SErvices.
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future service requiring a Section 214 authorization, Intelsat will provide the FBI,
DOJ and DHS a copy of any application filed with the FCC. For any future
common carrier switched service, like domestic 1.5, switched service, that may be
provided without obtaining a new Section 214 authorization, Intelsat will notify the
FEI, DOJ and DHS 30 days before offering any such service. Siumilarly, Intelsal
will notily the FBI, DOT and DHS 30 days in advance of beginning to use any of the
equipment subject to transferred Title HI licenses for the provision of common
carrier switched services,

Intelsat believes that the proposed transaction does not involve any national security
risks and poses no threat of harm o U.S communications infrastructure. Intelsat
and Loral do not, therefore, plan to submit a notification concerning the pending
acquisition of the Loral Assets by Intelsat to the Committee on Foreign Investment
in the United States under Section 721 of the Defense Production Act (the Exon-
Flotio Amendment).

We look forward to working with you and representative of DHS and the FBI 1o
resolve any concerns you may have in order that the transactions described above
can be approved by the FCC and completed before the end of 2003, Please do not
hesilate to contact me if you have any questions,

Sincerely,
3' - —
F ’r ’&/‘?f -_._.:_::#
‘;_.";,{.1! ‘“{'}’ P
/J'Dh]lﬂ Reynnh{/ﬂl 4 -

et Philip L. Verveer
John R. LoGalbo
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inspiring connactions

5 February 2004
Ref.: President, NA LCC 05-02-04

Mz, Marlene Dortch

Secretary

Federal Communications Commission
The Portals

TW-A325

445 12th Street, 5.W.

Washington, D.C. 20554

Re:  File Nos SAT-AGS-20030728-00138 and SAT-ASG-20030728-00139
Dear Ms. Dorich:

intelsat North America LLC (“Intelsat"), assignee of the authorizations which are the
subject of the above-captioned files, has followed with interest the exchange of
pleadings between StarBand Communications Inc. and Loral Satellite, Inc. relating to
two-way broadband Internet access service to residential and small business consumers
in Alaska and Hawali. Without regard to the merits of that exchange, Intelsat assures
the Commission that Intelsat is sensitive to the needs of those consumers.

Accordingly, upon approval of the pending applications and closing of the proposed
intelsat-Loral transaction, Intelsat makes the following commitments and understands
that these commitments will be included as an enforceable condition in the
Commission's order and are in the public interest.

1. Intelsat will ensure and maintain two-way broadband service continuity to
existing StarBand customers in Alaska and Hawaii and will ensure that any
replacernent satelfite provides comparable geographic coverage to both
states.

2. Intelsat will ensure that price, service, and performance levels of any
replacement for StarBand service are equal to or superior to the existing
StarBand offerings and will include on-the-ground personnel for service and
maintenance at least at the level currently provided by StarBand.

3. In the event that a transition to a different provider is required, existing
customers will NOT incur any transition costs or disruption of service.
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4. intelsat will provide two-way broadband service availability for new
customers anywhere in Alaska and Hawail where StarBand service is offered
at price, service and performance levels comparable to existing StarBand
customers and will advertise throughout the states that such service is
available.

5. Intelsat will provide service and performance upgrades to keep abreast of
industry standards.

Given that these commitments ensure that StarBand customers in Alaska and Hawaii
will enjoy service continuity upon the transfer of the licenses from Loral to Intelsat,
Intelsat respectfully requests that the Commission expeditiously grant the above
referenced applications.

sd/rp



