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Jane 19, 1970

Dear Mr. Charyk:

The President has asked that I thank yole for the copy of
the Annual Report on the Activities of the Conarnanications
Satellite Corporation. You can be proad of the accomplish-
ments that COMSAT has made in the short time since it has
come into existence. I hope Ton will pass on to roar Board
of Directors and employees one sense of pride in your
accomplishment.

Siaseraly,

Peter Flanigan
Assistant to the President

Mr. Joseph V. Cbaryic
President
Communications Satellite Corporation
950 L' t'afant Plans, S. W.
ashington, D. C. 20024

cc: Mr. Flanigan
Mr. Whitehead ••'°'.4'
Central Files

CT% hitehead:ed/Jrn



June 3, 1970

My dear Mr. President:

JOSEPH V. CHARYK
Pre:.idont

Pursuant to the Communications Satellite
Act of 1962 (Title 4, Section 404(b)), I am
herewith submitting the Annual Report on the
activities of the Communications Satellite
Corporation.

The President .
The White Uouse
Washington, D.C.

Respectfully yours,

Joseph V. Charyk
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LETTER OF TRANSMITTAL

To the Congress of the United States:
On July 20, 1969, from the Oval Office in the White House, I spoke

by telephone with Neil Armstrong and Edwin Aldrin on the surface
of the Moon. This historic event was simultaneously televised to the
world through the medium of communication satellites. Under Section
404(a) of the Communications Satellite Act of 1962, I am sending to
the Congress this seventh report on the program that helped bring
this historic event to millions of people throughout the world.
Communications between Earth and the Moon, while certainly the

most dramatic use, is only one of many ways in which satellite com-
munications can now be employed. The International Telecommuni-
cations Satellite Consortium (rNTELSAT) of more than 70 nations
has been highly successful in bringing the benefits of communications
satellite technology to the people of many nations. This report reflects
the steady progress being made toward an improved global communi-
cations network. Already we see major improvements in international
telecommunications capabilities—improvements that will ultimately
benefit all of the world'spieople.
The Communications Satellite Act speaks of the contribution to

be made to "world peace and understanding" by a commercial com-
munications satellite system. Just as this technology has enabled men
to speak to each other across the boundary of outer space, so, I am
convinced, satellite communications will in future years help men to
understand one another better across boundaries of a political, lin-
guistic and social nature. World peace and understanding are goals
worthy of this new and exciting means of communication.

RICHARD NIXON.
THE WHITE HOUSE

February 26, 1970.
(V)





INTRODUCTION

Background
Through the Communications Satellite Act of 1962, the Congress

of the United States enunciated national policy "to establish, in con-
junction and in cooperation with other countries, as expeditiously as
practicable a commercial communications satellite system as part of
an improved global communications network, which will be responsive
to public needs and national objectives, which will serve the communi-
cation needs of the United States and other countries, and which will
contribute to world peace and understanding." The Act also declared
it to be United States policy that "in order to facilitate this develop-
ment and to provide for the widest possible participation by private
enterprise, United States participation in the global system shall be
in the form of a private corporation, subject to appropriate govern-
mental regulations." The Communications Satellite Corporation
(COMSAT), incorporated in the District of Columbia on February 1,
1963, has served to carry out the intent of the Congress.

Prior to development of communication satellite technology inter-
continental telecommunication services were provided by high fre-
quency radio and submarine cable. The classical institutional arrange-
ments for such service were established bilaterally between United
States communication common carriers and those of foreign nations.
The advent of communication satellites with their potential for en-

hancing international telecommunications presented a challenge to the
ingenuity of the United States and the international community to
establish arrangements designed to yield the greatest benefits. Rather
than choosing to continue the bilateral approach, it was decided that
new institutional arrangements involving a multilateral agreement
with a large number of nations was the more desirable alternative.

Summary of progress
During 1969 progress continued to be made by the INTELSAT

Consortium in establishing and operating the Global Commercial
Communications Satellite System. In five and one-half years IN-
TELSAT has grown from an initial membership of 11 participating
nations to its year-end membership of 70 nations. A proFress chart
showing the various programs contributing to the establishment of
commercial communications satellite services is shown in Appendix A.
The locations of the satellites and earth stations of the Global System
are shown in Appendix B.

Significant milestones in 1969 were the successful launching of two
INTELSAT III series satellites, a new generation of improved opera-
tional satellites; and the design and development by industry of the
more advanced INTELSAT TV series satellites. The Global System

(1)
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has experienced a steady growth in use of the available capacity of
the space segment. The space segment facilities of the Global System
continued to provide high quality telephone, telegraph, television and
related services. Eighteen additional earth stations were activated in
various countries during the year. With the initiation of commercial
service via the INTELSAT system to the Indian Ocean basin and
the Near-East, global coverage was achieved. Users of the system
have thus obtained improved international telecommunications. For
example, the National Aeronautics and Space Administration used.
leased INTELSAT facilities as a portion of its total telecommunica-
tions network supporting the APOLLO manned space operations. It
is estimated that half a billion people watched the APOLLO 11
astronauts on the Moon via television relayed by satellites.
Evaluation of accomplishments
There have been major technical and institutional accomplishments

since enactment of the Communications Satellite Act of 1962. These
have provided improved international telecommunications throughout
the world. The basic goal established by the Congress has been
largely achieved—far more rapidly than was expected. Major mile-
stones in the development of the global system include:

Establishment of the Communications Satellite Corporation
in February 1963.
The International Agreement Establishing Interim Arrange-

ments for a Global Commercial Communications Satellite
System on August 20, 1964.

Operation of the first commercial communications satellite
(EARLY BIRD) June 1965.

Achievement of global coverage by the INTELSAT System
in July 1969.

In evaluating this progress, it must be noted that not only advanced
nations but also many of the developing countries have planned and
installed earth stations to make use of this new mode of telecom-
munication. The rapid establishment of the space segment and growth
in numbers of earth stations have meant that for the first time,
particularly in the developing areas of the world, high quality,
reliable, and reasonably priced international telecommunication
services have become available. Furthermore, the live distribution
of television over transoceanic regions has become routine.
The progress which has been achieved with the first three genera-

tions of operational commercial communication satellites represents a
profoundly important step toward a new order of capability for world-
wide communication. This progress enhances the process of establish-
ing worldwide interconnection of all modes of telecommunication and
thereby increases the possibilities for the enrichment of mankind
through the sharing of knowledge. Future accomplishments will be
limited only by the imagination, skill, and cooperation of the nations
participating in this challenging venture in space.
There are additional tasks ahead, however, if the full range of goals

established by the Congress are to be met. Continued concern for the
interaction of policy, planning and technology will be needed to bring
the benefits of communications by satellite to more of the developing
areas of the world, particularly to the centers of low-density traffic.
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Further attention is also needed to expand the range of telecommunica-
t ion services by applying in progressively greater measure the pot en tial
of communication satellite technology.
One of the important unfinished tasks ahead is to complete the

INTELSAT Conference and to reach agreement with our part tiers on
the Definitive Arrangements for INTELSAT. The United States'
objective is to build upon the solid accomplishments of the Consortium
since the Interim Arrangements were established in 1964.

II

NATIONAL ACTIVITIES

The keynote of the United States' activities in satellite conununica-
lions is the mutual support and cooperation demonstrated by the
United States Government-Industry team, coupled with the enlight-
ened international cooperation by the members of INTELSAT. These
joint efforts enabled INTELSAT to move rapidly toward its goals of
establishing a successful international commercial enterprise, and of
increasing the participation of the partner nations in research, (level-
01)110911, and manufacture in this new field of technology.
There follows a summary of significant activities during 1969 in

furtherance of our national communicat tti satellite policy; and of the
concurrent planning which has been undertaken to maintain the rapid
pace of progress in satellite technology and its adaptation to the needs
of modern society.

Federal coordination and planning
The Director of Telecommunications Nlanagetnent and the Depart-

ment of State, in coordination with the Federal Communications
Commission, continued active participation in fulfilling Executive
Urn nch responsibilities assigned to the President by the Comm 'mica-
t ions Satellite Act of 1962.

The, principal activities of the Director of Teleconnnunications
Management and the Department of State in this functional area
during the year included:

Providing policy guidance to COMSAT, acting as the United
St ales representative in meetings of the interim Communica-
ions Satellite Committee (ICSC), of INTELSAT.
Participating in the work of the United States Delegation to

the Plenipotentiary Conference on Definitive Arrangements for
hc International Telecommunications Satellite Consortium,

initially convened on February 24, 1969.
N aintaining continuous review of all significant phases of

he development and operation of the Global System including
activities of the Communications Satellite Corporation, par-
ticularly with regard to INTELSAT III and IV satellites.

Helping attain efficient use of the electromagnetic spectrum
and technical compatibility of communication satellite systems
with existing telecommunication facilities.

Collaborating with other interested agencies and departments
(including the Department of Transportation, the Federal Avia-
tion Administration, the Federal Communications Commission
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and the National Aeronautics and Space Administration) in
national planning and development with regard to use of satellites
for aeronautical purposes.

Federal support
The Yittional Aeronautics and Space Administration (NASA). con-

tinued to provide launch vehicles and launch services on a reimbursable
basis for placing INTELSAT satellit es in to tra lister orbit for the
Consortium, through COMSAT serving as Manager for INTELSAT.

'and to provide technical advice and assistance to COMSAT, as well 
as technical advice to the Federal Communications Commission.
The principal activities performed by. NASA in this functional

area. during the year mel (led
Launching additional I NTELSAT III series satellites.
Providing technical consultation service to COMSAT in a

number of instances. NASA made its experience available to
COMSAT in connection with various aspects of spacecraft tech-
nology, and spacecraft under design, development and test.
Continuing to furnish technical advice and comments to the

Federal Communications Commission (FCC) on a number of
applications filed by COMSAT and on other matters in respect
to satellite communications and earth stations.
Making available for commercial purposes and on a reimburs-

able basis during the year television relay services via the Appli-
cations Technology Satellites ATS-1 awl ATS-3.

Ill

THE INTERNATIONAL TELE(' (0 in UN 'CATION S SATELLITE CONSORTIUM
( tiTELSAT)

Membership
INTELSAT continued to grow during 1969, increasing its member-

ship and extending services to new areas. The addition of seven mem-
bers during the year brought total membership in the Consortium
to 70 countries. The new members are: Cameroon, Guatemala, Ivory
Coast, Jamaica, Luxembourg, Nicaragua, and Republic of Viet Nam.
In addition, the following eight countries have obtained allocated
quotas and can accede at any time: Bolivia, Democratic Republic of
the Congo, Costa Rica, Dominican Republic, Ecuador, Honduras,
Paraguay, and Trinidad and Tobago.
The interest and active participation of so many countries in

establishing a viable and useful Global Commercial Communications
Satellite System is an indication of the promise of this new mode of
communications for providing improved international telecommunica-
tion services.

Interim Communications Satellite Committee (ICSG)
The ICSC, as governing body of the organization, continued its

normal bi-monthly meeting schedule for the purpose of planning and
directing the development and operation of the INTELSAT system.
The Committee dealt with a wide variety of issues and problems
during the year, including among others:

Approval of certain design and engineering changes in the
INTELSAT III satellite series and for ordering additional satel-
lites.
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an in-orbit spare. This satellite had provided regular commercial
service between North America and Western Europe since June
28, 1965. Early Bird was placed back into commercial service for
a short period from June 30, 1969 to August 17, 1969, when diffi-
culty was experienced with the INTELSAT#III (F-2) antenna.
INTELSAT II Series.—Two of the three INTELSAT 11 series

satellites successfully launched during 1967 were in service at the
end of the year. The INTELSAT II (F-3) satellite positioned
over the Atlantic has been used during most of 1969 to provide
service between North America and Ascension and Grand Canary
Islands as well as to the NASA APOLLO Tracking and Data
Acquisition Ship in the Atlantic. This satellite was also used for
service during the failure of the Atlantic INTELSAT III Satellite.
The Pacific INTELSAT II (1?-4) satellite is used to provide part
of the commercial service between the U.S. mainland and Hawaii.
INTELSAT III Series.—During 1969 two INTELSAT III

series satellites were successfully launched and placed into geo-
stationary orbit. Another INTELSAT III satellite was launched
in July but failed to reach orbit due to a malfunction of the third
stage of the Delta launch vehicle. The two satellites launched
this year#plus the satellite successfully launched at the close of
1968 has allowed an INTELSAT II1 satellite to be positioned
over each of the three ocean areas, Atlantic, Pacific, and Indian.
One portion of one of the amplifiers in the Indian Ocean satel-

lite has failed, requiring earth stations to transmit greater power.
Overall quality and maximum capacity has not changed, however,
and the satellite continues to provide full-time service.
The Atlantic satellite has provided for most of the Atlantic

Basin traffic during 1969, but it experienced antenna problems
from June 29, 1969 to July 28, 1969 during which time it was not
able to carry any traffic.

Technical modifications have been made on subsequent satel-
lites in this series. For example, the INTELSAT III satellite
which is positioned over the Pacific Ocean has not experienced
any difficulties since being launched and continues to provide the
majority of commercial service in the Pacific region.
Advanced Satellites.—The next generation of satellites, the

INTELSAT IV series, is under construction and is scheduled
for launching beginning in 1971. The#original contract, placed in
October 1968, called for delivery of a prototype and four flight
models. A contract option for two additional flight models was
exercised in October 1969. Another option for two additional
flight models was exercised in December 1969. The Atlas Centaur
was selected during 1969 to be the launch vehicle for the
INTELSAT IV series satellites.

Satellite Operation Capabilities.—There has been a substantial
growth in the size and performance characteristics of the
INTELSAT satellites from the first generation model Early Bird.
The principal features and operational capabilities of the various
types of INTELSAT satellites are shown in Appendix C.

Tacking, telemetry, command, and monitoring
Overall operational control of the INTELSAT system is accom-

plished by specialized stations which perform tracking, telemetery,
command and monitoring (TTC&N1) functions. These stations track
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the individual satellites in the INTELSAT system, recieve telemetry
data which indicate the performance and status of the satellites, and
transmit commands which control the various on-board communica-
tions and position keeping equipment. The TTC&M stations are
operated under lease or other arrangements with INTELSAT.
The TTC&M stations at Andover, Maine; Paumalu, Hawaii; and

Fucino, Italy, were placed in an operational status prior to 1969. A.
new station located at Carnarvon, Australia, was placed into opera-
tional status during 1969.

Earth stations
The year 1969 saw the largest annual increase in the number of

operational earth stations in the history of INTELSAT. Eighteen
new stations became operational. New earth station antennas were
placed into operation in the following countries: Argentina, Australia
(Carnarvon No. 2, Ceduna), Bahrain, Brazil, Canada (Mill Village
No. 2), Republic of China, France (Pleumeur Bodou No. 2), Germany
(Raisting No. 2), Indonesia, Iran, Japan (Yamaguchi), Kuwait,
Lebanon, Morocco, Peru, United Kingdom (Hong Kong), and the
United States (Guam).
At the close of the year, 41 earth station antennas were in operation

in 24 countries. Nine other stations or additional antennas are ex-
pected to be in service within the first six months of 1970. They are
located in the following countries: Colombia, East Africa (Kenya),
Italy (Fucino No. 3), Greece, India, Malaysia, Republic of Korea,
Spain (Buitrago No. 2), and Thailand (Si Racha No. 2). In addition,
nine more stations are expected to be placed in operation during the
latter half of 1970. One of these stations is to be located at Talkeetna,
Alaska, located about 90 miles north of Anchorage. This station is
scheduled to begin commercial operation by July 1, 1970.

Utilization of the space segment
Each satellite in the INTELSAT system is accessed by a group of

earth stations as listed in Appendix B. The utilization of the INTEL
SAT satellites increased from a total of 75 two-way voice circuits
provided at the end of 1965, to 1416 circuits by the end of 1969. The
growth in utilization of the operational satellites is shown in Table 2.

TABLE 2.—GROWTH OF UTILIZATION—THE INTELSAT SYSTEM

1970
Year ending 1965 1966 1967 1968 1969 estimate

Number of operational Intelsat satellites 1 1 4 4 5 5
Satellite utilization, percent of rated capacity I 31.3 35.8 53.3 74.9 44,4 37.8
Number of leased 2-way voice circuits (all classes of terminals). 75 86 344 560 1,416 2,877
Number of operational earth station antennas (Includes NASA
terminal-) 5 12 15 23 41 57

t "Utilization in percent of rated capacity" figures include the effect that some nonstandard earth stations are less effi-
cient In utilizing satellite capacity.

The higher capacity Intelsat III series satellites and the increasing
number of operational earth stations throughout the world made
possible the dramatic increase in voice traffic utilization in 1969.
The transmission of television via the Intelsat satellites has in-

creased from approximately 40 hours in 1965 to approximately 760
hours in 1969.
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Use by NASA
The NASA Operational Communications System began using com-

mercial satellite service for APOLLO support in February 1967, and
the use of the INTELSAT service continued throughout 1969.
The APOLLO manned flights conducted in 1969 included the use of

satellite service to the three instrumentation ships outfitted for direct
communications via communication satellites of the INTELSAT sys-
tem. This provided the APOLLO Mission Director in Houston, Texas,
a capacity to effect real time direction of the orbiting APOLLO
spacecraft.

Special events
The unique capability of communication satellites to transmit live

television broadcasts across the oceans was demonstrated throughout
the year. Various important public affairs events of world-wide interest
were relayed via INTELSAT satellites.
Among the major events relayed via communication satellites during

1969 were: the inauguration of President Nixon, the funeral of Gen-
eral Eisenhower, the DeGaulle referendum in France and the French
national elections, President Nixon's meeting with President Thieu,
President Nixon's visits to Western Europe, Romania and the Far
East, the Investiture of the Prince of Wales, the Pope's visit to Uganda,
the Wimbledon tennis tournament, the U.S. baseball World Series,
and the Strategic Arms Limitation Talks (SALT) in Helsinki, Finland.
Of special interest were the live television broadcasts of the

APOLLO 9, 10, 11 and 12 missions. The historic APOLLO 11 moon-
landing showing man's first steps on the surface of the NIoon, was one
of the most dramatic and significant scientific accomplishments in
history. The moonlanding was relayed by communication satellite to
five continents, which also made it the most widely shared event in
history.

V

SUMMARY
Opportunities and challenges
The first operational commercial communications satellite (Early

Bird) was deployed to moot expanding telecommunication require-
ments in the high traffic volume North Atlantic region. Subsequent
operational satellites (INTELSAT II's and III's) are providing sat-
ellite capability in the Atlantic, Pacific and Indian Ocean regions to
those nations with earth stations, thereby assuring them efficient,
economical, direct access to the Global System. There is an oppor-
tunity to promote the development of technology which will accom-
modate low-density traffic sources throughout the world. Here the,
the challenge is to promote the early utilization of advancing tech-
nology which will bring the benefits of direct access to the Global
within the economic means of an nation desiring such access.
The initial use of the Global System has been to provide inter-

national public telecommunication services. There is an opportunity
for technical and management innovations to take advantage of the
unique attributes offered by advancing technology in expanding the
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range of telecommunication services by making broader applications
of communication satellites. Here the challenge is to address the
complex technical, social, political and economic problems and formu-
late meaningful United States national and international policy.
'Finally, many opportunities are presented to the nation in bringing

the benefits of satellite communications to mankind. In meeting this
challenge, the United States will continue to support the Global
Commercial Communications Satellites System which is made avail-
able to all nations—large and small, developed and developing—on a
non-discriminatory basis by the International Telecommunications
Satellite Consortium (INTELSAT).
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APPENDIX C

INTELSAT SATELLITES—GROWTH IN OPERATIONAL CAPA BILITY

Item
Intelsat I Intelsat Intelsat Intelsat

(Early Bird) II Ill IV I

Diameter (inches) 28.4 56 56 93Height overall (inches) 47.1 51 78 193Weight in orbit (pounds) 85 190 322 1,584Design lifetime (years) 144', 3 5 7Total 2-way telephone circuits 2 240 240 1,200 3,000- 1 9,000TV channels 4 1 1 4 12

I Parameters estimated.
2 When used with standard earth stations having 85- to 97-ft. diameter.
Depending on type modulation, number of carriers per repeater, and antenna beam width used.

4 In lieu ot telephone circuits.
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May 28, 1970

EVA:

When Mr. Whitehead has
read the attached, would
you please destroy it.

ATC.

Jackie
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MEMORANDUM TO JOHN L. MARTIN, JR. May 27, 1970

FROM: 'Robert E. Button

The Office of Telecommunications Policy has requested

a briefing on the national policy implications of the COMSAT

Aeronautical Satellite Proposal. The agreed time and place

will be at 1430, June 5th, in Room 742 at 1800 G Street, N.W.

In attendance will be personnel from OTP, the Space

Council, Office of Science and Technology, and the Bureau of

the Budget.

The Office of Telecommunications Policy requests that

the briefing be responsive to the following questions:

1) The compatibility of the COMSAT aeronautical

satellite approach with the pending NASA/ESRO

North Atlantic project.

2) The role, if any, of INTELSAT in the proposal.

3) Acceptability of the proposal to ICAO members

and its relation to the U.S. position at future

ASTRA-panel meetings.

4) Feasibility of obtaining U.S. Government support

of the "hybrid" approach.

5) The impaeL of the COMSAT proposal OD the U.S.

position to be taken at the 1971 WARC meeting.

OTP is not publicizing the meeting beyond those

specifically invited and suggests that the presentation be

held in a low key.

cc: Dr. Charyk

Vice Presidents

R.E.B.
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MEMOPANDUMM TO NICHOLAS ZAPPLE May 22, 1970

FROM: Robert E. Button

As you well know, we are trying to find the right way

to get into the domestic satellite business. Our possible

customers seem to be limited to AT&T, the broadcasters, CATV,

and data. Of the various assumptions we have made, the most
significant are:

A. That AT&T would take full capacity of two
24-transponder satellites;

B. That a third satellite, after the above,

would be available for direct access by any
customer we might find;

C. That we may not have the cooperation of AT&T
in (A) and therefore may have to go it alone.

In seeking a viable system customer (other than AT&T) we

have been having discussions with the broadcasters on one hand

and CATV on the other. The common denominator between these

two, who are otherwise at loggerheads, is simply the desire for

inexpensive inter-connection.

The possibilities in the CATV field seem to point to

the emergence of a nationwide broadband cable service inter-
connected by satellite, thus creating something that does not
now exist. What also does not exist is a network organization
or structure in a business sense capable of purchasing or even
creating a domestic satellite system. Irving Kahn is the
furthest ahead with the planning but there are several people
in the industry who might not want Teleprompter to own the whole
thing in five years.

An analysis of the situation leads us to the idea of
calling in a dozen or so of the CATV leaders (including Kahn)
and showing them the satellite potential as the basis of forming
a network organization, complete with affiliates, sales and
technical divisions. If we were persuasive with our economics,
we would hope that the industry rcacLion would be to immediately

settle down to organize a joint venture of some kind ( in which
we might be willing to participate as part owner).



Since the technology at hand is quite capable of putting

up a satellite with more capacity than CATV would immediately

need, it is just possible that we could get the two sides of

the broadcasting house together to talk about this mode of

transmission as being to their mutual advantage. Who knows but

that they might go on to other topics if they could get together

on this?

We are doing some very hard work on the economics of such

a system and some preliminary checking shows that the CATV crowd

is quite willing to listen. So is the Commission.

Sometime before the NCTA Annual Convention in Chicago

(June 7-10), I would appreciate an opportunity to explore this

project a little further with you.

R.E.B.



COMMUNICATIONS SATELLITE CORPORATION

May 19, 1970

Dr. Clay T. Whitehead

The White House

Washington, D.C. 20500

Dear Tom:

LUCIUS D. BATTLE
Vice President for

Corporate Relations

At the recent annual meeting of Comsat stockholders,

the President of Comsat, Dr. Joseph V. Charyk, announced

a proposal to provide aeronautical communications ser-

vices between aircraft and ground controller facilities

for the Federal Aviation Administration (FAA) and Aero-

nautical Radio, Incorporated (ARENC). This service will

make possible for the first time reliable direct voice

communications between pilots and ground controllers on

transoceanic flights and needed improvements in trans-

oceanic air traffic control and airline operational com-

munications. These improvements will include pre-opera-

tional introduction of new procedures, such as direct

pilot-to-controller voice transmission in oceanic control

areas and the use of data link. Communications channels

also are proposed which will provide to the FAA and the

National Aeronautics and Space Administration (NASA) an

early and cost-effective means of accomplishing important

experimental aeronautical services work.

Comsat proposes to provide these services by means

of satellites, ground equipment and associated facilities

which are funded, established and operated by Comsat,

on a firm-contract basis involving no satellite system

investment by the users, under terms whereby no user
funds are paid to Comsat until the services are available,
and thereafter are paid on the basis of fixed monthly charges.
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These services are proposed in response to the

needs reflected in the United States National Plan for

Aeronautical Telecommunications Services via Satellites,

the Proposed Program for Aeronautical Satellite Develop-

ment of the FAA, and the papers and reports of various

national and international groups within the aviation

community.

Because of your interest in these matters, I attach

a copy of the proposal. In the event you would like to

have more detail, please get in touch with me.

Best regards.

Attachment

Sincerely,

Lucius D. Battle
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ABSTRACT 

This is a Communications Satellite Corporation (Comsat)

proposal to supply air/ground satellite-relayed communications

channels to the Federal Aviation Administration (FAA) and

Aeronautical Radio, Incorporated (ARINC). These channels will

make possible early improvements in transoceanic air traffic

control and airline operational communications. These improve-

ments will include pre-operational introduction of new procedures,

such as direct pilot-to-controller voice transmission in oceanic

control areas and the use of data link. Communications channels

also are proposed which will provide to the FAA and the National

Aeronautics and Space Administration (NASA) an early and cost-

effective means of accomplishing important experimental aero-

nautical services work.

Comsat proposes to provide these services by means

of satellites, ground equipment and associated facilities which

are funded, established and operated by Comsat, on a firm-contract

basis involving no satellite system investment by the users, under

terms whereby no user funds are paid to Comsat until the services

are available, and thereafter are paid on the basis of fixed

monthly charges.



BACKGROUND 

On 16 January 1969, Comsat submitted a proposal to

Aeronautical Radio, Incorporated (ARINC) for VHF (118-136 MHz)

aeronautical communications services provided via satellite-relay

in the major oceanic areas. These services were to be shared by

the airlines and the FAA for air traffic and operational control,

through joint ARINC/FAA procedures. They were proposed in

response to needs stated by the airlines and the FAA for early

improvement in transoceanic communications to meet existing

problems. Although discussions of this proposal continued

throughout the year, essential agreement to proceed was not

reached.

On 1 December 1969, the FAA Administrator advised

ARINC that the overall acceptability of the proposal could be

enhanced by considering a dual frequency ("hybrid") satellite

which could provide communications services in both the VHF and

UHF (1540-1660 MHz) bands. As a result of the Administrator's

letter, ARINC asked Comsat for a new proposal based upon a dual-

frequency satellite.

The FAA Administrator also noted the possibility that

economies would result from an effort which could share th
e

total payload capability of the launch vehicle between services

in the two frequency bands. FAA officials have also suggested

to ARINC and the airlines the possibility that NASA might joi
n

in a cooperative effort with FAA, supporting a share of the progr
am

on the basis of NASA interest in the development of UHF t
echnology

for aeronautical services.

Accordingly, Comsat herewith proposes to pr
ovide

aeronautical communications services in both the VHF and
 UHF

bands, via satellites with simultaneous relay capabili
ty in both

bands.

11



PART I 

PRO PO SAL



Introduction 

Comsat proposes to provide aeronautical mobile

communications services for use by ARINC, FAA and NASA, including

voice and data communications channels between terrestrial

facilities and aircraft in flight over the Pacific and Atlantic

Ocean areas. Services are provided in the two frequency bands

of current aeronautical interest: the VHF band (118-136 MHz) and

the UHF band (1540-1660 MHz - also referred to as L-Band).

This Proposal includes VHF communications services for

airline use in enroute transoceanic operational communications

and VHF services for use by the FAA to provide improvement in

enroute air traffic control communications for these areas.

These services are proposed in response to existing airline and

air traffic control needs.

The proposal also includes UHF communications services

for use by the FAA and NASA in the conduct of experimentation and

pre-operational evaluation of the comparative utility of aero-

nautical communications in the UHF and VHF bands. The availability

of these communications services will permit the FAA and NASA to

test, at an early date a variety of techniques and procedures to

provide continuously available surveillance of aircraft in oceanic

regions. Such surveillance would make possible important future

improvements in the safety and efficiency of oceanic traffic

control in regions beyond the line-of-sight of shore-based radar.

These services are proposed in response to the needs

for such experimental and pre-operational comparative evaluation,

reflected in the United States National Plan for Aeronautical

Telecommunications Services via Satellites, the Proposed Program

for Aeronautical Satellite Development of the FAA, and the

papers and reports of various national and international groups

within the aviation community. They are proposed in recognition

that accomplishment of such experimentation and evaluation is

a prerequisite to attainment of essential agreement on the desired

charadteristics of fully operational international aeronautical

communications services to be provided via satellites.

These proposed communications services can be provided

in both the VHF and UHF bands, without awaiting further government

research and development work on satellites, satellite equipment,

or satellite systems. Consequently, Comsat proposes to provide

these services on a commercial, fixed-price basis, by means of

I



satellites, earth stations, and associated equipment completely

funded, established and operated by Comsat. No payments to

Comsat will be required from users until the services are

available. Comsat will initiate necessary action to provide

system hardware on a competitive, fixed-price basis immediately

upon obtaining user commitments to purchase the proposed communi-

cations services when available. Upon reaching agreement with

selected equipment manufacturers, Comsat will execute a firm

fixed-price contract with the users, under which Comsat will

undertake to furnish the proposed services, and the users will

be committed to purchase these services when they become available.

User payments will begin when the services become available, and

extend over the five-year period of the service.
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System Design Considerations 

Some significant considerations in the design of

the dual-frequency system by which the proposed services will

be provided are summarized below:

1. The launch vehicle will be a 1972

version of the Thor-Delta which will almost

double the Delta's present synchronous transfer

orbit payload capability. This will permit an

increase in power, weight and space sufficient

to combine VHF and UHF capability in the same

satellite, meeting the requirements of the

proposed services.

2. The overall limits on system design

are set by the above vehicle maximum capability.

The allocation of VHF capacity is based on pro-

viding the minimum communications services to

meet existing needs of the airlines and FAA for

improvement of air/ground communications. The

remaining spacecraft capacity is allocated to

provision of UHF communications services. The

largest number of VHF channels required in

either area is taken to be three voice channels for

the Pacific region. This, then, determines the

minimum UHF capacity. The maximum UHF capacity

is available in the Atlantic region, where

the VHF requirement is taken to be two voice

channels. Sufficient satellite power will be

available to provide the VHF and UHF services

simultaneously in each case.

3. The resulting hybrid system has the capa-

bility of providing various combinations of VHF

and UHF services, as is further detailed in Part

III of this Proposal. The quantity of UHF

services that can be derived from a fixed

allocation of satellite capacity to UHF will

be strongly dependent upon the performance of

UHF aircraft equipment. Since this aircraft

equipment is still in the development stage, its

performance is not yet determined. In order to

1-3



quantify such services, two levels of

aircraft UHF receive station performance

are assumed in this proposal: "nominal"

performance (G/T = -26 dB/°K) and "high"

performance (G/T = -20 dB/°K). These

performance levels would be met by aircraft

stations with a noise temperature of 800°K

and minimum receive antenna gains of 3 dB and

9 dB, respectively. As a typical example,

allocation of satellite capacity to two (2)

VHF voice channels would leave a residual UHF

capacity of one (1) UHF voice and one (1) UHF

data channel with "nominal" performance UHF

aircraft stations, or four (4) UHF voice and

four (4) UHF data channels with 'high" performance

UHF aircraft stations. The resulting capacity

of the proposed two-ocean program appears adequate

to meet the present needs for improved communi-

cations for the airlines and for air traffic

control in both ocean areas, while at the same

time providing adequate two-ocean capacity at

both VHF and UHF to obtain required technical

data needed to define the characteristics of

follow-on service.

4. While the basic unit of the proposed

service is a specifically defined communications

capacity (in terms of channels), the system is

designed to permit maximum flexibility in the

conversion from one desired service configuration

to another. Major reconfiguration options are

outlined later in this proposal. Since the VHF

services are proposed for specific airline and

air traffic control use for the entire five-year

service period, this flexibility is significant

in the VHF case primarily in the option it affords

to convert some VHF voice capacity to data capacity.

In the UHF case, the flexibility provides a wide

range of options. It is anticipated that the

communications channels provided by the UHF

portion of the system would be used, at least

initially, for the conduct of tests evaluating

various communications and surveillance techniques,
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as well as the achievable performance of

operationally practical aircraft equipment.

At the conclusion of the initial test period,

the UHF service could be either continued, or

converted to operational use if practical

aircraft equipment has become available and this

(and/or other) experimental work has shown such

conversion to be a desirable course of action.

It also could be discontinued, with the satellite

power thus converted to increased VHF communi-

cations capacity if desired.
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Operational Concept 

The system through which the proposed services will
be provided consists of a synchronous satellite located over
the Pacific and one over the Atlantic Ocean areas (a one-ocean
option is available also), together with the necessary earth
stations and associated equipment. The system configuration is
described and geographic coverage is illustrated in Part III of
this Proposal. Operationally, the communications channels may
be terminated in existing switching facilities located at
aeronautical communications stations. This will permit access
to channels by communications station personnel for the
initiation and receipt or switching of voice and data communi-
cations with aircraft in flight. Extension of this service to
established air traffic control centers or airline management
centers, or other user locations, may be accomplished by
routine manual switching into the existing terrestrial network.
This will allow direct pilot-to-controller and aircraft-to-
management-center voice communication.

The proposed operational concept for two-ocean service
Option #1) includes an initial period of two-satellite service
in the Pacific area. This would be accomplished by launching
the Atlantic satellite about three months after launch of the
Pacific satellite, but stationing it initially in the eastern
edge of the Pacific area. This would provide a useful area of
overlapping earth coverage, and would permit accomplishment of
important tests requiring such overlapping coverage from two
satellites (explained further in Part III). At the end of this
initial testing period, suggested as approximately one year, the

Atlantic satellite would be moved to its Atlantic station.

The system has been designed with a high degree of

flexibility which will permit the users to conduct experiments
in the use of these communications channels in both the VHF and
UHF frequency bands, separately or simultaneously.

Telemetry and command functions essential to satellite

monitoring and control will be provided from existing U.S. earth
station locations.

This proposal provides for service under Option #1 via

two (2) VHF earth stations in the Pacific area and one (1) in the
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Atlantic area, which will be located at existing U.S. earth

station sites, or other facilities available to Comsat, and

one (1) UHF station to serve each area. Option #2 includes

two (2) VHF stations and one (1) UHF station.

The terrestrial extension of these communications

channels from the earth stations to ARINC communicat
ions stations,

FAA control centers, or other user locations, is
 not part of

this offering.



Service Offering 

Comsat offers to provide the aeronautical communi-

cations services, as stated under Option #1 or Option #2 below,

by means of satellites and earth stations established and operated

by Comsat, for use in the Pacific and Atlantic Ocean areas, as

described in this Proposal. Two contracts are proposed to pro-

vide these services: one with ARINC, and one with FAA. Services

offered under the contract with ARINC are for use by ARINC and

FAA to meet existing airline and air traffic control VHF communi-

cations needs. Services offered under the contract with FAA are

for use by FAA and NASA in UHF pre-operational evaluation and

experimentation.

This offering is based on the service as stated below;

however, Comsat will reconfigure its equipment to provide optional

service configurations inherent in each option, as desired, at

the user's request. A more complete explanation of the optional

service configurations is provided in Part III of this Proposal.

All services can be provided simultaneously in the

configurations listed below (i.e., the VHF service, plus the

"nominal" or "high" performance UHF service listed under each

option).

OPTION #1 - Two-ocean service (one satellite each area):

PACIFIC AREA

VHF Service to ARINC:

3 Voice Channels

UHF Service to FAA (narrow

Participating

Aircraft Stations:

(80) beam coverage):

"Nominal" "High"

Performance Performance

Voice channels 1 3

1200 BPS data

channels 0 3

Ranging channels 1 1
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ATLANTIC AREA

(Initially stationed so as to provide for two-satellite

service in the eastern Pacific, then moved to the Atlantic one

year later.)

VHF Service to ARINC:

2 voice channels

UHF Service to FAA (narrow

Participating

Aircraft Stations:

(8°) beam coverage):

"Nominal" "High"

Performance Performance

Voice channels 1 4

1200 BPS data

channels 1 4

Ranging channels 1 1

OPTION #2 - One-ocean service (one satellite):

PACIFIC AREA 

Service under this option is the same as outlined for

the Pacific area under Option #1.



Costing Factors 

The service charges for the two service configurations
offered in this proposal are based on the costs of providing
and operating the satellites and associated command and telemetry
equipment, known as the space segment, and providing and operating
the associated Comsat-supplied earth stations.

For the purposes of estimating space segment costs, the
following assumptions have been made:

1. The space segment will be provided by
Comsat.

a) One Ocean (one satellite in orbit):
Purchase two spacecraft, cost
flight of both, on assumption of
one launch or satellite failure.

b) Two Ocean (one satellite in orbit
for each area):
Purchase three spacecraft, cost
flight of three, on assumption of
one launch or satellite failure.

2. The satellites will be launched for Comsat
by NASA, using a 1972 version of the Thor-Delta
launch vehicle.

3. Comsat will bear the risk of failure of
these launch vehicles and satellites.

4. The satellites will have a five-year
lifetime.

5. Telemetry and command functions will be
carried out through existing facilities.

The satellite costs have been estimated on the basis
of analysis of previous industry proposal responses, the technical
configuration of the spacecraft, and Comsat's knowledge of the
satellite communications business. Satellite launch costs are
based on estimates for the improved Thor-Delta launches in the
1972-73 time frame.

1-10



For the purposes of estimating the ground segment

costs, the following assumptions have been made:

1. Major aeronautical satellite VHF

terminals will be co-located with existing

Comsat earth stations or other facilities

available to Comsat.

al The Pacific Ocean area will

be served by VHF terminals co-

located with the Jamesburg, Cali-

fornia, or Brewster, Washington,

and Paumalu, Hawaii earth stations

(under either option).

b) The Atlantic Ocean area will be

served by a VHF terminal co-located

with the Etam, West Virginia, or

Andover, Maine earth stations (under

Option #1 only).

2. UHF earth stations will be transportable-

type terminals and will be stationed in a position

to meet the UHF experimental requirements. Two UHF

stations will be provided under Option 4*1 (two-odean

service), and one station under Option 4*2 (one-ocean

service).

3. This offer does not include the provision

of airborne communications stations, nor the costs

associated with terrestrial extension from the Comsat

earth stations to customer facilities.

The VHF and UHF equipment is integrated into a common

spacecraft and shares a common power supply, command, telemetry

system, and other satellite elements. Allocation of costs

between the VHF and UHF services is based upon an assessment of

the relative cost contribution of each in the hybrid configuration,

and the relative impact on the operating capacity of the resulting

satellites in the proposed operating configuration.

Because the proposed services can be sold only to

a very specialized market, the proposed services are offered



under each contract on a "package deal" basis -- a fixed-price

commitment to pay a specified charge over a specified service

period, regardless of the actual degree of usage the customer

makes of the communications capacity made available.
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Service Charges 

The annual and five-year totals shown below are the

required charges for the communications services described. No

funds for these services are required from users until the

services are available for use. Thereafter, throughout the

service period, the listed monthly contract charges will apply.

Any sharing arrangements between the users under each contract

would be acceptable, provided that the listed totals of contract

charges are met.

TWO-OCEAN SERVICE

($ millions)

Total Contract Charges

Service Contract with Monthly Annual 5-Year

VHF ARINC .61 7.3 36.5

UHF FAA .97 11.7 58.5

19.0 95.0

ONE-OCEAN SERVICE

($ millions)

Total Contract Charges

Service Contract with Monthly Annual 5-year

VHF ARINC .56 6.7 33.5

UHF FAA .65 7.8 39.0

14.5 72.5



User Commitments 

Initiation of necessary action to establish these
services is contingent upon a five-year commitment by the FAA
and ARINC to purchase these services when available. Upon receipt
of such commitment, Comsat will promptly initiate competitive
procurement for necessary spacecraft and associated equipment.

This commitment will be superseded by a firm, fixed-price,
5-year contract between the users and Comsat after Comsat has
negotiated the required contracts with industry, but prior to
giving the contractors a notice to proceed. These user-Comsat
contracts will commit Comsat to undertake the furnishing of the
services, and will commit the users to pay the specified charges,
on a fixed-price monthly basis, independent of the degree to which
the specified services may be used throughout the service period.
Appropriate termination provisions will be included in these
contracts.

It is anticipated that the service could commence in
approximately 21-24 months from the date of definitive Comsat
contract(s) with the selected equipment contractor(s).



9

Conditions of Proposal 

This Proposal is contingent upon Comsat's obtaining

satisfactory contracts with equipment suppliers for the necessary

equipment to provide the services offered, at prices which are

within the Comsat estimates upon which the proposed charges were

determined.

The Proposal is also contingent upon Comsat's obtaining

the necessary approval of the Federal Communications Commission.
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Alternatives 

The plan for providing communications services out-

lined in this Proposal is based upon Comsat's present understanding

of the immediate needs of the air carriers and the FAA, and the

needs of the aviation community for experimentally determined

technical and operational information upon which to determine the

required characteristics of communications service to be provided

by a second generation aeronautical satellite system. Within

the constraints of available technology, this plan can be modified

to meet different user requirements, if desired.

Comsat is willing to explore other possibilities, and

to provide any required aeronautical communications services in

either the VHF or the UHF frequency bands, or both, under the

same type of arrangements as outlined in this Proposal.
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Advantages 

This Comsat Proposal has the following significant

features of advantage to the proposed users.

1. It meets the existing needs for improved

communications for airline company operations and

for FAA air traffic control at the earliest date.

It does not postpone meeting the problems of today

as a consequence of working on the problems of

tomorrow.

2. It provides the earliest technically

adequate capability for simultaneous comparative

evaluation of various techniques to determine the

relative characteristics of follow-on, second

generation aeronautical communications services.

3. It requires no government development of

satellites or satellite equipment and no investment

of government funds in satellites or satellite

equipment. The satellite system, including provisions

for flight of one spare spacecraft, will be funded

by Comsat. Comsat will bear the risks of failure

of these launch vehicles and satellites.

4. No user payments to Comsat are required

for these communications services until the services

are available, and thereafter, only at fixed monthly

charges.

5. The proposed services support vital

objectives of the United States National Plan for

Aeronautical Telecommunications Services via

Satellites, the Proposed Program for Aeronautical

Satellite Development of the FAA, and stated re-

search and development objectives of NASA. There

is minimal risk of substantial slippage to these

plans and objectives due to launch or spacecraft

failures, since Comsat will include provision of

reasonable spares in its initial purchase of

equipment.

1-17



6. The communications channels in both
the VHF and the UHF bands can be used in a
variety of service configurations at the
selection of the users.

7. Since the users will have a contract
for provision of communications services, rather
than for acquiring satellites by means of which
these services are provided, all of the available
user management and user development funds can be
applied to the task of how the communications
channels will be used instead of how they are to
be obtained.
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Applicability to Government Use 

Recently published documents and recent discussions

reflect that both the FAA and NASA are considering development

of government-funded satellite systems to be used in experimental

and pre-operational application of satellite-relayed communications

to the aeronautical field. With respect to the question of

satellite system deployment, Comsat believes that it can provide

the communications channels outlined in this Proposal on a

commercial basis without requiring any government investment in,

or research and development effort on, satellite vehicles,

satellite-borne equipment, or satellite system earth station

components. The seriousness of this belief is illustrated by

Comsat's offer to completely fund the system by which it will

provide these services, under fixed-price terms which require no

payments to Comsat by the users until the services are available.

Comsat also believes that its proposal is in accord

with established national policy which provides that the

government shall use commercial communications facilities when-

ever adequate and efficient facilities and services may be

furnished economically, and shall establish separate communications

satellite systems only when required to meet unique and vital

national security needs which cannot be met by the commercial

system. The relevant feature of a commercial satellite would be

the provision of satellite-relay communications channels in the

desired bands on a fixed-charge basis without requiring any

investment of government funds in satellites or earth stations.

These channels can be used in the same way as could similar

channels provided by a government satellite. The functional use

of these channels is irrelevant, since the functional use is at

the discretion of the users.

The use of these commercially available UHF services by

the FAA and NASA will permit the concentration of FAA and NASA

research and development effort on the advancement of aircraft

equipment and ground air traffic control equipment, which do

require extensive development, and which are the pacing items in

the application of UHF technology on a practical operational basis

This will result in the earliest determination of a sound basis

upon which follow-on aeronautical service can be configured, on a

fully operational, international basis. It will also allow NASA

satellite research and development program effort to concentrate
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on investigations of more advanced UHF technology for possible
applications further into the future. At the same time, the
use of the proposed VHF services by ARINC and FAA will permit
early relief of existing airline and air traffic control
communications problems, through the use of presently available
technology.



PART II 

MAN AG EMENT 



General 

As the world's most experienced organization in the
business of commercial satellite communications, Comsat is
uniquely qualified to provide reliable and effective aeronautical
satellite communications services. To accomplish this task,
Comsat will draw upon its extensive resources and over five years

of successful operation of a complex global system of communica-
tions satellites. A professional staff with a wide range of
skills and disciplines will be applied to the establishment of an

effective aeronautical satellite communications system and the

technical operation and management of the system upon its service

inauguration. The organization of the company (outlined in
Figure II-1) has been designed to meet the widely varied needs
involved in establishing and managing a global satellite communi-
cations system, and many of the same skills and expertise
developed for that objective are directly applicable to the
task of providing an aeronautical satellite communications service.

Satellite System Design 

Comsat intends to contract for the development of the
detailed design of equipment for the aeronautical satellite
system, based upon the system g analysis and performance require-
ments developed by Comsat's Technical Staff. Design considerations
concerning the practical aspects of the day-to-day operation of
a satellite communications system will be based on the actual
experience of the Comsat Operations Staff.

Equipment Fabrication 

Comsat will contract for the development and fabrication

of satellite and earth station equipment to provide the proposed

communications services. Throughout the design and fabrication

of the satellite system, Comsat will station a technical project

staff of various professional skills at the major contractor's

plant. This project staff will monitor the work of the contractor

at his facilities on a day-to-day basis from design through

fabrication, test and acceptance of the equipment. These personnel

will be selected on the basis of expertise in systems engineering,

spacecraft structures, positioning and orientation systems,

spacecraft communications packages, satellite power subsystems,
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tracking telemetry and command (TT&C) subsystems, and the

most current reliability and quality assurance techniques. It

has been our experience that this on-the-spot skilled monitoring

has been very effective in assuring a reliable and efficient

spacecraft.

Satellite System Operation 

Throughout its years of successful and reliable

operation of a complex global satellite communications system,

Comsat has managed the operation of the satellites through

tracking, telemetry and command (TT&C) earth stations. Comsat

provides the complete staffs for the TT&C stations at Andover,

Maine and Paumalu, Hawaii (the Paumalu station is illustrated in

Figure 11-2). Day-to-day satellite communications services to

the United States common carriers are provided through large

earth stations at Andover, Maine; Brewster, Washington; Paumalu,

Hawaii; Jamesburg, California; Etam, West Virginia; and Cayey,

Puerto Rico, which are jointly owned by Comsat and the various

U.S. common carriers. These stations are manned and operated by

Comsat personnel. Performance monitoring of these stations and

the control of communications traffic redistribution through them

is accomplished by the Comsat Operations Control Center at the

Corporate Headquarters in L'Enfant Plaza, Washington, D. C. The

satellites used in the global network are monitored and controlled

by Comsat personnel from the Comsat-operated Spacecraft Technical

Control Center also located at L'Enfant Plaza. The reliability

and continuity of satellite communications employed to date,

therefore, attests not only to the technical quality of the

satellite and terrestrial facilities design, but also to the skills

of these expert operations and maintenance staffs. These resources,

skills and this extensive and successful operational experience

will form the basis of Comsat's management and operation of the

proposed aeronautical satellite communications system.

Comsat Laboratories 

The extensive research laboratories of Comsat, which

are located in Clarksburg, Maryland, are primarily responsible for

the research and development efforts of the Corporation (see

Figure 11-3). The Laboratories complex consists of six individual

laboratories which constitute specialized technical and scientific
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Figure 11-2 An aerial view of the Paumalu, Hawaii earth
station for commercial satellite communications
showing the new 97-foot diameter antenna
at right.
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Figure 11-3 Comsat Laboratories - Clarksburg, Maryland
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strength in the fields of:

(a) Systems Analysis
(b) Communications Processing
(c) Systems Integration
(d) RF Transmission
(e) Spacecraft
(f) Physics

The skills and facilities of these Comsat Laboratories
will be used to support the establishment of the proposed aero-
nautical satellite system. The engineers and scientists of the
Comsat Laboratories will be available for continuing consultations
in support of the aeronautical satellite system program, and
will provide technical support including testing of critical
spacecraft components and subsystems.

Computer Facilities 

An additional Comsat resource which will provide
support to the aeronautical satellite program is an IBM 360/65
computer facility with considerable peripheral equipment located
in the Laboratories at Clarksburg, Maryland, which supports the
work of the Laboratories and also the Technical and Operations
Staffs at L'Enfant Plaza. This facility is used extensively in
all phases of satellite system analysis in addition to providing
support during launch and positioning of the satellites, and to
the operation of the global network.

Program Management 

In conjunction with the proposed aeronautical communi-
cations satellite service, Comsat will appoint an overall Program
Manager, who will be directly responsible to the President of
the Corporation.
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111.1 INTRODUCTION 

The system described in this Proposal is configured

to provide VHF and UHF aeronautical communications satellite

services simultaneously. As a result, it makes possible the

early exploitation of VHF satellite technology for improvement

in transoceanic air/ground communications, as well as the

earliest feasible development of UHF technology for potential

operational application in follow-on systems.

The VHF communications portion of the system is

designed to provide channels which can be used for two-way

simplex voice or data communications. The UHF portion of this

system is designed to provide the opportunity for test and

demonstration of various techniques for voice, data communications

and position determination for surveillance. The combination of

these services in a common satellite is made possible by planned

increases in the payload capability of the Delta launch vehicle.

Section 111.2 describes a deployment plan for two

hybrid satellites (satellites with both VHF and UHF functions).

This plan appears to satisfy simultaneously the previously ex-

pressed needs of the airlines and FAA to improve communications

in the Pacific while testing advanced communications techniques

for a second generation system at minimum overall cost.

Section 111.3 describes the characteristics of the

proposed space system which would include hybrid satellites

designed for launch on the Delta vehicle. The particular design

configuration discussed could be modified to meet requirements

of the users other than those assumed in the proposed service

offering.

Sections 111.4 and 111.5 describe the necessary ground

facilities and assumed aircraft equipment characteristics,

respectively.

Section 111.6 summarizes the characteristics of the

VHF communications system, along with a typical VHF frequency

plan that might be employed in the Pacific region.

Having taken note of the various test and evaluation

objectives of aeronautical satellite service users, Comsat has



outlined in Section 111.7 a set of test programs which could
be accomplished using the services offered.

Finally, Section 111.8 briefly outlines a long
range program plan showing the relationship between necessary
research and development programs and experimental and
operational evaluation programs that could be achieved using
this system. Implementation of this plan would lead to a
fully operational system for the Atlantic and Pacific regions
by late 1970's.
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Initial Deployment

It is proposed that the first hybrid satellite be

placed on station at approximately 175° W. Longitude. This

station location, previously proposed in 1969 by Comsat, would

provide VHF communications coverage to the major Pacific routes.

In addition, a narrow UHF beam (80) directed from this satellite

location toward the northeast Pacific would permit the use of

the UHF portion of the satellite system over routes between

mainland U.S. and Hawaii, as well as the eastern segment of the

north Pacific routes.

Location of a second hybrid satellite, approximately

60° to the east of the basic Pacific satellite, would provide

overlapping coverage of the U.S. mainland-to-Hawaii routes. A

narrow UHF beam from the eastern hybrid satellite would be

directed to overlap with the beam from the Pacific satellite.

This would provide the opportunity for two-satellite ranging

tests at both VHF and UHF for the evaluation of independent

surveillance in this area.

In addition, the initial location of the second hybrid

satellite would provide the opportunity for VHF communications

operations off of the east coast of the U.S. and throughout the

Caribbean into Latin America.

for
350

The eastern satellite position would be maintained

one year and then moved to its Atlantic service position at

W. Longitude.
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Atlantic and Pacific Coverage 

The second satellite, located over the eastern Pacific
in the initial deployment scheme, would be moved during its
second year of operation to a station at 350 W. Longitude. At
that point in time, the VHF communications service would be
extended to include the major Atlantic and Pacific routes.

Narrow beam UHF communications services would continue
to be available in the region of the northeast Pacific, as well
as in the Atlantic region. Coverage of the North Atlantic, as
shown here, would require reorienting the UHF satellite beam
after the move from its initial position to the Atlantic station.
Other coverage arrangements could be provided using the same
basic concept; however, those shown here are presented as being
of potentially greatest interest.
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Launch Vehicle Characteristics 

Each spacecraft will be launched one at a time on

an improved version of the Thor-Delta which will be available

in the 1972 time period. The improvements include a new

second-stage engine, provision for increase in the number of

zero-stage solids to either six or nine, a new lightweight

inertial guidance system and an optional larger third-stage

motor.

In addition, a new 84" fairing under consideration

would provide a cylindrical spacecraft envelope 76" in diameter.

Use of this vehicle with nine solids and the new fairing should

provide a useful spacecraft weight of about either 521 or 568

lbs. in synchronous orbit, depending upon the choice of third-

stage motor. These useful spacecraft weights are of the order

of 65% and 80% greater, respectively, than the weight assumed in

Comsat s previous all-VHF service proposal.
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Alternative Spacecraft Configurations 

A number of spacecraft design concepts have been

under study by Comsat for possible application to the aero-

nautical communications service mission. Of these, two

approaches which use a combination of angular momentum and mass

expulsion for stabilization appear to be the most promising-.

One features stabilization through the gyroscopic action

accomplished by spinning the spacecraft body. This scheme has

been used in all of the successful U.S. communications satellite

programs. Basic stiffness of the stabilization system is pro-

vided by the large angular momentum of the spacecraft body and

relatively simple onboard propulsion systems are required for

in-orbit maneuvers. In addition, this approach simplifies the

thermal control problems of the satellite.

The second approach utilizing angular momentum for

stabilization is one in which the spacecraft body is stabilized

through the use of a separate "flywheel" or set of "flywheels."

Advantages of this approach include the possibility of antennas

rigidly attached to the body of the spacecraft. In addition, it

provides the possibility of deploying large solar arrays which

can be oriented to track the sun for a maximum primary power-to-

weight ratio. It would, however, require a more complex propulsion

system and present a more severe thermal control problem. Con-

siderable experience has been gained with this design concept

in noncommercial programs, and demonstration of this approach

for long-life synchronous orbit missions is now planned by the

NASA and the Air Force in the ATS-F/G and LES-7 programs.

Comsat will, through continuing analysis and design

competition, select one of these two basic concepts for the

hybrid aeronautical satellite service.
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Satellite Power System 

Primary power is a particularly important considera-

tion for satellites providing services to aircraft. Analysis

by Comsat of both the wheel-mode and body-spin designs indicate

that somewhat in excess of 50% 300 lbs.) of the payload

should be available for power supply and communications equip-

ment. The combined weights of VHF and UHF communications

electronics and antennas are conservatively estimated to be in

the range of 120-150 lbs. The allocation of residual satellite

payload to power supply would yield between 300 and 350 watts

end-of-life DC power for the body-spin design, and 450 to 540

watts end-of-life DC power for the wheel-mode design.

Pending the results of a more detailed design analysis

and competition, the balance of this proposal assumes the most

conservative case of 300 watts end-of-life (5 years) DC power of

the body-spin design.

Secondary power (rechargeable batteries) is required

to support short-time peak loads and services desired during

eclipse periods when the satellite is not illuminated by the sun.

This proposal assumes a requirement for full-service operation

during eclipse periods.

It is anticipated that the high power transmitters used

for communications functions will be completely solid state in

design. As a result, the average DC power requirement will vary

according to the actual utilization of the communications channels

This proposal conservatively neglects the potential improvement

in system performance that could be achieved through various

power sharing techniques.
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Simultaneous VHF and UHF Communications Capacity

The total satellite DC power available for
communications may be divided between the VHF and UHF communi-

cations functions in various combinations. Since the performance

objectives of the VHF aircraft installation are fairly well

defined, a fixed satellite e.i.r.p. per channel of 250 watts

(24 dBW) is assigned to VHF. Each such voice channel could be

used alternatively for a data link at a transmission rate of

1200 bits-per-second with a substantially higher transmission

margin than for voice operation.

The number of channels that can be derived from the

UHF system depends upon the performance level of the aircraft

terminal and the satellite UHF e.i.r.p., which in turn depends

upon which satellite antenna is used (earth coverage or narrow

beam). For a nominal performance aircraft system (gain-to-noise

temperature ratio (G/T) = -26 dB/°K), a satellite UHF e.i.r.p.

requirement would be about 6000 watts (38 dBW) for one voice

channel and 2000 watts (33 dBW) for one 1200 bit per second data

channel. Use of a high performance aircraft terminal (G/T =

-20 dB/°K) would reduce the satellite e.i.r.p. required per

channel by a factor of 4.
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Satellite Operating Modes 

The accompanying chart shows the proposed set of

satellite operating modes. The size of the blocks represent

the satellite power allocation to each function. In normal

operation, an essentially constant primary power level will be

required to maintain the housekeeping (tracking, telemetry and

command) functions. In addition, it is proposed to maintain

a UHF ranging channel continuously available for all operating

modes. The balance of the satellite power would be allocated

between VHF and UHF communications.

It is assumed in this selection of modes that if a

VHF ranging function were desired, it would be multiplexed with

a voice or data link using one of the VHF voice bandwidth channels.

The channels which can be derived at UHF, as noted

previously, will depend upon the performance level of the

aircraft installation. For the three operating modes, channel

capacities for two different aircraft performance levels are

irkAcated. Power allocated for a 1200 bit-per-second data link

should be about one-third of the power allocation for voice at

UHF. At VHF, it is conservatively assumed that an entire voice

channel capacity would be used for a 1200 bit-per-second data

channel pending further tests to determine the effects of pro-

pagation variables on data transmission error rates in this band.

Mode B is proposed for initial operations with the

Pacific satellite - that is, 3 VHF channels plus 1 each UHF voice

and ranging channel. Mode A is proposed for initial Atlantic

operations; this would substitute a UHF data channel for one VHF

channel. Evaluation programs requiring the simultaneous availa-

bility of one each voice, data and ranging channel in both fre-

quency bands could be accomplished in operating Mode A for UHF

aircraft terminals of nominal performance. For high performance

UHF aircraft installations, such evaluation programs could be

accomplished in any operating mode with the simultaneous provision

of substantial additional communications capacity.
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Communications Subsystem

The VHF repeater design is based upon use of the

frequency plan suggested in ARINC Characteristic 566. For the

particular operating mode in use, the required number of

channels may be selected from 12 uplink/downlink frequency pairs

available in the satellite. The selected channels will be

activated by ground command. The planned satellite e.i.r.p. per

VHF voice channel is 24 dBW.

The UHF repeater will be similar in design to the VHF

repeater with a number of selectable narrowband IF channels. In

addition, at least one wideband mode will be provided to permit

the testing of wideband ranging and multiple access techniques.

The gain of each channel will be adjustable by ground command

in order to provide the required mix of voice and data services.
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VHF Earth Station 

Each VHF earth station will be capable of operating

on any combination of channels which may be activated in the

satellite. Provision will be made for handling the desired mix

of voice and data transmission.

One station for each satellite will be provided

with the necessary additional equipment for technical monitoring

of the communications system to insure the integrity and con-

tinuity of the service.

Special care will be given to the selection of the

earth station antenna design to minimize any potential problems

of radio frequency interference. The VHF terminals will be

located at existing U.S. earth station sites or other facilities

available to Comsat.
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UHF Earth Station 

A UHF transportable station will be provided for

each hybrid satellite in orbit. The station will be co-located
at an existing U.S. earth station site, or at other facilities
available to Comsat. In addition to the equipment required for
normal communications functions, the stations will be equipped

to conduct the voice, data, ranging, multiple access and pro-
pagation experiments planned as part of the UHF test program.

The stations will include a 15-foot parabolic antenna,
low-noise preamplifier, a transmitter and receiver, a high-

power amplifier, and associated equipment for test and recording,
to permit the comparative evaluation of a large variety of
communications techniques.
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Spacecraft Technical Control System

The spacecraft technical control system is comprised

of the necessary elements for monitoring the condition, location

and attitude of the satellite, as well as the procedures

necessary to permit rapid response to required changes in the

system via command.

This system will consist of the tracking, telemetry

and command station, the control center and the computation

facilities necessary for technical management of the satellite

in orbit. The control center is located at Comsat Headquarters

in Washington, D. C. It is at this location that the necessary

analysis in monitoring functions will be performed as well as

decisions on the issuance of commands to the satellite.

The computation facility is located at Comsat

Laboratories in Clarksburg, Maryland. This facility is connected

to the Comsat Control Center via leased lines.

The tracking, telemetry and command functions will be

provided at existing earth station sites. The station will be

provisioned with the equipment necessary to provide the RF link

with the satellite, tracking, telemetry and command equipment,

as well as data formatting equipment required to interface the

station via leased line to the Comsat computer and the Spacecraft

Technical Control Center.

The telemetry and command equipment on the spacecraft

will be operable for normal T&C functions and, in addition, will

have a transponder mode for determination of its slant range.

Command tones or range tones will be transmitted to the spacecraft

and the satellite beacon signal will be modulated with either PCM

telemetry data or transponded range tones. The beacon modulation

will be selected via command from the Spacecraft Technical Control

Center and relayed to the spacecraft by the Tracking Telemetry

and Command station.
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VHF Avionics 

The VHF aircraft equipment is assumed to be consistent

with ARINC Characteristic 566 for voice operations. A high

power transmitter, low noise preamplifier and FM receiver will

be required, together with an antenna having a minimum gain

equivalent to a 0 dB circularly polarized antenna over the

required coverage angles.

Future additions to this equipment for other functions

could include the necessary circuitry for a ranging and/or a

suitable data modem.

Since the voice communications function is the one

which requires the largest allocation of satellite power, a

continuing effort to improve upon the voice modulation parameters

would be most desirable.
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UHF Aircraft Transmit Power Requirements 

The highest power requirement for the aircraft
transmitter will be for voice transmission as it is for the

satellite. The required power level will depend upon the

antenna gain, both for the satellite receiver and the aircraft

transmitter.

A nominal minimum aircraft antenna gain in the range

of 3 to 4 dB would require on the order of 80 watts of trans-

mitter power when transmitting to the narrow beam satellite

antenna. A high performance aircraft antenna could reduce this

requirement to the order of 20 watts.

If it were necessary to transmit to an earth coverage

antenna on the satellite, these transmit power requirements

would be increased by about a factor of 6.
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UHF Aircraft Receive Performance 

In order to assess the UHF channel capacity of the
system, two typical performance objectives are defined for UHF
aircraft receive stations.

A "nominal performance" aircraft receive terminal is
defined as having a gain-to-noise temperature ratio (G/T) =
-26 dB/°K. This performance would be achieved, for example,
with a minimum aircraft net receive gain of 3 dB and a system
noise temperature of about 800°K.

A second type of aircraft terminal is defined as a
"high performance" terminal with a G/T = -20 dB/°K. This per-
formance would be achieved with the same system noise temperature
as for the nominal performance system and a minimum antenna gain
of 9 dB.
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VHF Voice Performance 

The quality and reliability of the VHF communications

system will be limited by the performance of the link from

satellite to aircraft receiver. One useful criterion for

acceptability of a voice link is the intelligibility of the

received voice signal.

Recently, tests were performed on a production FM

receiver designed to ARINC Characteristic 566. The test

material consisted of a list of 100 PB (phonetically balanced)

words. The intelligibility increased from about 50% to above

85% as the carrier-to-noise density was increased from 42 dB-Hz

to 48 dB-Hz (approximate receiver threshold).

Previous comparative tests have led to the conclusion

that typical air traffic control message intelligibility

approaching 100% can be achieved with a link producing on the

order of 60% to 70% word intelligibility. This would set a

threshold of voice intelligibility at a carrier-to-noise density

ratio in the vicinity of 43 to 44 dB-Hz.

A carrier-to-noise density of 54 dB-Hz would be

available in the absence of the effects of propagation and noise

variables on the satellite-to-aircraft link. The transmission

margins available are therefore on the order of 6 dB above

receiver threshold and 10 dB above an assumed word intelligibility

threshold of between 60% and 70%.
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VHF Data Link 

Improvement in efficient use of satellite channels

demands the use of data transmission techniques for routine

traffic at the earliest feasible date. Each VHF voice channel

could be used alternatively to accommodate voice transmission

or data and ranging as required. The system would be recon-

figured to supply a changing mix of voice and data services as

the use of data transmission develops. For example, it would be

possible to use one or more satellite channels at reduced power

output to support low to moderate data rates as an alteinative

to dedicating a full power voice channel to data transmission.

A number of methods are possible for integrating a

ranging system with the data link. One of the most easily

implemented would utilize the address recognition feature of

an aircraft polling system. In such a system, once the aircraft

transponder has recognized its address, it would, with a known

or calibrated delay, retransmit its address, data and a synchronous

ranging tone. The round-trip range between ground station,

satellite and aircraft is proportional to the time delay (phase

shift) between transmitted and received signals at the ground

station.
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VHF Frequency Plan 

The VHF channelling plan assumes the use of frequencies

at 50 kHz intervals between 131.425 and 131.975 MHz for the

uplink. Downlink frequencies would be exactly 6 MHz below the

uplink frequency.

The two technical considerations having primary

influence on the choice of frequency assignments are potential

interference between satellite and conventional services and

intermodulation product distortion in the satellite. The

accompanying chart shows a typical selection of up to five

satellite frequency pairs chosen to minimize intermodulation

distortion. Also shown are the present assignments in the

Pacific area for the uplink and downlink bands. The western

Pacific zone includes eastern Asia and Australia; the central

zone is comprised of Hawaii, New Zealand and the South Pacific

Islands; and the eastern zone includes the west coast of the

United States.

Definitive frequency plans will be arranged for both

the Pacific and Atlantic regions in collaboration with the users

and others concerned. Provision of 12 channel pairs in the

satellite will permit adjustment of the frequency plan, depending

upon the satellite operating mode and the experience gained in

system operation.
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Advanced Voice Modulation Experiments 

The anticipated continued use of satellite channels

for voice communications into the indefinite future points

toward the desirability of testing improved voice processing

and modulation techniques. Techniques should be evaluated with

a number of objectives in mind. These include reduction of the

average satellite power required to support voice transmissions

to aircraft, and reduction of susceptibility to the disruptive

effects of fading and noise on the transmission path.

Shown here are the expected performance characteristics

of a number of narrowband voice modulation techniques. These

techniques could have particular applicability to VHF satellite

communications channels; and they are currently under comparative

evaluation at Comsat Laboratories.

At UHF, because of the expected availability of

greater bandwidth, digital communications techniques such as

Pulse Code modulation and Delta modulation should be practical.

In addition, wideband spread spectrum techniques may be worthy

of investigation for combatting the effects of multipath. Each

of these techniques has its own particular attractive features,

ranging from the extension of intelligibility threshold to

relative invulnerability to effects of the nonlinear properties

of satellite repeaters.
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Data Transmission Tests 

A continuing process of evaluation and improvement

can be anticipated in the application of data transmission

techniques to air/ground communications via satellite. Among

the alternatives which could be investigated at both VHF and

UHF using the proposed service are:

1. Multiplexing of low data rate

channels (75 to 150 bauds) on the same

channel used for voice.

2. Transmission at data rates of

1200 and 2400 bits per second in a voice

frequency channel.

3. Improvements in error performance

using redundancy encoding principles.

4. Use of spread spectrum techniques

as a means for combatting multipath effects.

(This is likely to be more attractive at

UHF frequencies where wider bandwidth channels

may be more readily available.)

5. Study of modulation techniques most

suitable in each frequency band, for example,

PSK, DPSK, FSK.

6. Test and evaluation of roll-call and

other multiple access methods to improve

efficiency of satellite capacity utilization.
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Aircraft Ranging Experiments 

Several comprehensive studies have been performed

indicating the feasibility of using ranging via satellites to

aircraft for determination of aircraft position. The simplest

of these techniques would use the intersection of the surfaces

of three spheres to establish a position fix. Two of these

spheres would have the coordinates of two satellites as their

centers. The third sphere would be determined by the radial

distance from the center of the earth to the altitude of the

aircraft.

In a typical scheme, a ground station would transmit

an interrogation signal to an aircraft via one satellite. The

aircraft would then transpond a reply signal back to the ground

station via two satellites. Assuming the locations of the

satellites are known, measurement of the propagation time delays

between the interrogation and reply signals identifies the

distances from the two satellites to the aircraft, and hence,

the aircraft's position.

The ranging tests already conducted with aircraft at

VHF have involved only one of several possible ranging techniques

and have left a number of unanswered questions. These include

choice of the most suitable modulation technique, the best method

to resolve range-measurement ambiguities, and achievable ranging

accuracies. Experiments, both at VHF and at UHF, are required

to evaluate the alternatives.

At least some of the various modulation techniques that

have been proposed should be selected for experimental evaluation

prior to specifying a particular technique for a fully operational

system. Proposed techniques include Tone Burst Code, Fixed CW

Tone Pack, BINOR Code, Pseudo-Noise (PN) coding and Frequency

Sweep (Chirp). The latter three approaches may prove to be more

applicable at UHF, since they are inherently broadband techniques.
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Propagation and Noise Tests 

A number of programs of propagation and noise

evaluation should be accomplished before establishing the

parameters of a fully operational aeronautical satellite system.

Due to the limited directivity of aircraft antennas, the effects

of reflections of satellite signals from the surface of the

earth will be of significance in both the VHF and UHF bands. Of

the various atmospheric effects, those produced by the ionosphere

will be particularly important in systems using the VHF fre-

quencies. Finally, in order to determine the practical operational

limits on system performance, additional experience is required

on the effects of environmental noise and radio frequency

interference at aircraft receivers.

Ionospheric effects are best determined by observations

made from ground stations. Such test programs have been under

way for some time and should be continued prior to and independent

of the launch schedule for aeronautical satellites. A comparative

evaluation of the practical implications of these effects at

VHF and UHF in an operating system can be determined using the

combined VHF and UHF services proposed.

The geographic dependence of ionospheric effects is

an important factor in the assessment of the utility of the VHF

band for services in a fully operational satellite system.

Experience to date indicates a sharp geographic dependence of

the more significant ionospheric effects. The practical

operational implications of these effects over the most important

route structures can be determined with a combined VHF/UHF test

program in both the Pacific and Atlantic Ocean areas.
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Long Range Plan 

A number of system studies, laboratory and space

experiments, and operational tests are required in advance of

the definition of a fully operational aeronautical satellite

system. The plan outlined here calls for an early start for

supporting studies and laboratory tests and assumes continuation

of the ATS experimental program.

A single hybrid satellite in orbit would make possible

some of the necessary space experimentation and operational

evaluation in the 1972-74 time period. Tests of two-satellite

ranging using both the VHF and UHF bands could be accomplished

by using two hybrid satellites as shown in Section 111.2.

It is assumed that definition of a second generation

system could be achieved in the 1974-75 time period with initial

deployment on a fully operational basis beginning by the end of

1977. The number of second generatim operational satellites

for Atlantic and Pacific services is assumed to be between two

and five, depending upon decisions regarding the need for two-

satellite position determination and in-orbit spares. It is

conceivable that initial required spare capacity might be

available as a residual capability of the first generation hybrid

satellites.

After an intensive test and evaluation program through

mid-1974, the hybrid satellite would provide an initial

operational capability until deployment of the second generation

system.
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Wednesday 5/13/70

9:40 William J. Bivens, Navy Captain (Retired), called at
the suggestion of Mr. Flanigan's office. He is a
constituent of Congressman Broyhill who supported
him when Mr. Meany was reappointed to the Comsat
Board of Directors.

Would like to talk with you.

Address: 7710 Briston Drive 256-5312
Annandale, Virginia

THEY TALKED



Tuesday 5/1Z/70

5:00 Mr. Flemming's Office called back. They said the clearance
has not yet started on Peterson.



THE WHITE HOUSE

WAS SHINGTON

May 1, 1970

MEMORANDUM FOR TOM WHITEHEAD(e)

FROM: PETER FLANIGAN

We have just made two appointments to COMSAT and I am not
aware of any current vacancies but would like to have this brought
to my attention if there are any future vacancies coming up.
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MEMORANDUM

THE 'MUTE HOUSE

WASITINOTON

April 29, 1970

TO PETER FLANIGAN fl

FROM HARRY FLEMMING
/ 0(e

Fred Ford who was Chairman of the FCC during the Eisenhower

Administration and a close friend of mine, suggested that in

considering the upcoming vacancy on the FCC, that thought be

given to appointment of an engineer to that position. His

logic is that no one on the board at the present time has

that type of background. Apparently no engineer has been

appointed since Eisenhower did in the 1950s. Fred feels

that the engineer member was an invaluable aid to them.

It is certainly worthy of consideration.



a

MEMORANDUM

THE WHITE HOUSE

WASII1NGTON

April 29, 1970

TO PETER FLANIGAN

r
FROM HARRY FLEMMING' ,

,Fred Ford who was Chairman of the FCC during the Eisenhower
Administration and a loyal working Republican, would like
to be considered for the next vac2Ea_2n COMSAT!,

What are the prospects?
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/IL4 ye 15
(Draft for Consideration of the Comsat Board of Directo s)

STATEMENT AND EXPLANATION OF POLICY GOVERNING
PARTICIPATION OF THE UNITED STATES DELEGATION
IN THE WORK OF THE INTERSESSIONAL WORKING
GROUP (IWG) AS ESTABLISHED BY THE RESUMED
PLENIPOTENTIARY CONFERENCE ON DEFINITIVE

ARRANGEMENTS FOR THE INTERNATIONAL
TELECOMMUNICATIONS SATELLITE CONSORTIUM

1. 202jective of U.S. participation  in the work of the IWG.

*a

Building upon the significant progress already made in the
INTELSAT Plenipotentiary Conference through the effort of all
participants, the U.S. delegation seeks to achieve recommended texts
of agreements for the definitive arrangements that can be approved
by at least two-thirds of the participants in the next resumed
Plenipotentiary Conference and that can be signed by governments
and signatories, including the U.S. Government and Comsat, represent-
ing at least two-thirds of the investment shares.

2. Reauired conditions for the U.S. to meet such objective.

(a) The U.S. delegation must affirm and hold fast to its
position, apparently shared by most participants, that the commercial
effectiveness of INTELSAT be maintained and protected, consonant with
the national interest of the U.S. and the corporate responsibilities
of Comsat as well as with the interests and responsibilities of
communications entities the world over. Accordingly, the U.S. delega-
tion must exercise caution that no proposals are recommended by the
IWG in language--even though it is literally derived from documents
that come within the terms of reference to the IWG--which allows
an interpretation contrary to the fundamental U.S. position.

(b) This point is particularly applicable to language involving
the functions of the Secretary General as they might bear on technical
and operational management of the INTELSAT commercial system and to
language involving powers of the organs in which two-thirds of the
Signatories or Parties, respectively, may act or one-third plus one
may prevent action.

(c) The concern expressed here requires clear language that
there is to be no interposition by the Secretary General between
the Board of Governors and Comsat as technical and operational
manager under contract during the transitional period or between

ANEW





(b) The Communications Satellite Act directs and authorizes
Comsat to develop, invest in, manage, and operate a commercial
communications satellite system, global in its scope, either by
itself or in conjunction with foreign governments or business
entities. This authorization requires Comsat to maintain at least
a reasonable measure of joint control over each and every one of
such functions. Therefore, it cannot agree to have governments or
other business entities, operating through organs of INTELSAT,
independently exercise control in any substantial degree by a
two-thirds vote irrespective of the investments represented in
such vote and irrespective of the essential interests of Comsat
and other major investors.

(c) The responsibility of the Comsat Board of Directors to
the Comsat shareholders precludes the Board from allowing powers
over its investment in INTELSAT to be assigned in any substantial
degree to one-nation-one-vote organs when the effect of voting
procedures therein would allow a two-thirds vdte by Signatories or
Parties representing only 11.79% of the investment shares to take
action and would allow a vote of one-third plus one, which could
reflect only 1.57% of the investment shares to prevent action.*
The only delegation justifiable under U.S. domestic law of a corp-
oration's powers over capital investments in joint ventures with
other entities is one that relates to proportionate investment
shares, as is contemplated in the proposed voting procedures for
the Board of Governors to which Comsat is agreeable.

5. Effect of such restraints upon the legal  authority of the U.S.
Government to  enter into an INTELSAT intergovernmental agreement.

(a) The present agreement establishing interim arrangements
for INTELSAT, Art. II (a), provides, and the definitive arragnements
will probably likewise provide, that the relations between each
government and its designated communications entity "shall be governed
by the applicable domestic law."

* These percentages are derived from the 1971 projected
year end relative usage of the system by all 75 INTELSAT
members but with credit for usage up to the minimum
individual investment presently required.



(b) Relations between the U.S. Government and Comsat are
governed by the Communications Satellite Act of 1962. Under that
law authority of the U.S. Government over arrangements to be made
with foreign governments or entities as they involve or affect
Comsat is limited to assuring that they "shall be consistent with
the national interest and foreign policy of the United States."
See Sec. 201(4) and Sec. 402.

(c) Any agreement between the U.S. and other governments
which would have the effect of changing Comsat's powers and
responsibilities under the law by which it is authorized to invest
in INTELSAT would require either the consent of the :U.S. Senate
for a treaty which overrides the domestic law or an amendment by
Congress of the Communications Satellite Act.

(d) As a result it must be the policy of the U.S. Government
under its present legal authority to oppose language for the defini-
tive INTELSAT arrangements being negotiated which would give powers
over the development, operation, and management of commercial
satellite communications system to organs of governments or their
designated entities capable of acting without regard to the invest-
ment shares involved.

6. Compatibility of the U.S. policy with the interests and authority
of other governments and communications entities.

(a) Claim that the sovereignty of nations requires the Assembly
of Parties to be the premier organ of the consortium with policy-
determining functions and residual powers overlooks the effect of
proposed voting procedures within the Assembly. The effect of such
procedures is not to preserve the sovereignty of each nation, if
that is even a relevant consideration for arrangements of this type,
but to remove authority from each national party to the arrangements
and place it in a limited combination of two-thirds the number of
parties which would have the power to act and of one-third plus one
which would have the power to prevent action.

(b) Whatever rights must be left to individual nations as
sovereign powers are to be assured not by giving rights of this
sort to an Assembly of Parties but by recognizing that each nation
retains the right to refrain from signing the definitive arrange-
ments as adopted by the Plenipotentiary Conference and the right
at any time to withdraw from participation.



(e) The interests of all governments and their respective

communications entities are best served for the commercial purposes

of INTELSAT by a plan that relates the authority over development,

operations, and management to investment shares because investment

shares reflect the respective levels of need for, and degrees of

dependency on, the communications system provided.

(d) Each of seventy-five nations has found it in its interest

and within its authority to become a party to the present arrange-

ments, notwithstanding that such arrangements do not include an
Assembly of Parties.

-5-



MN,

May 7, 1970

Dear Miss Cullen:

Peter Flanigan has asked that I reply to your letter of April 9th
regarding Comsat. Although there is no White House study of
Cornsat, we are well aware of the importance of the small
stockholder in Comsat. You can be assured that we are doing
everything we can to make Comsat's job easier of providing global
satellite communications. We have also recommended to the
Federal Communications Commission that Comsat be allowed to
compete in the domestic area should the Cesrssat Board of Directors
decide that would be in the best interests of Comsat.

Thank you for your interest.

Miss Virginia Cullen
943 North Parkside Avenue
Chicago, Illinois 60651

cc: Mr. Flanigan
Mr. Whitehead
Central Files

CTWhitehead: jm

Sincerely.

Clay T. Whitehead
Special Assistant to the President
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COMSAT COMMUNICATIONS SATELLITE CORPORATION
950 L'ENFANT PLAZA. SW WASHINGTON, D.C. 20024

For Immediate Release 
Tuesday, April 28, 1970 
No. 70-25 

James McCormack announced today that he will not con-

tinue as Chairman and Chief Executive Officer of Communica-

tions Satellite Corporation, beyond the annual shareholders

meeting on May 12. Sometime ago, on his doctor's advice, he

had asked the COMSAT Board of Directors to relieve him of his

present executive responsibilities. He will continue as a

director of COMSAT.

At a special meeting on April 27, the COMSAT Board

expressed the intention to elect Joseph H. McConnell, Presi-

dent of Reynolds Metals Company and a member of COMSAT's

Board, as Chairman of the Board at its organization meeting

following the annual meeting. It is intended that the title

Chief Executive Officer will be dropped. Mr. McConnell

will continue as President of Reynolds Metals Company.

INFORMATION OFFICE • • • TELEPHONE (202) 554-6100



2. Deferred Charges

Preliminary costs incident to the development of a domestic
satellite system and an aeronautical satellite system have been
deferred at December 31, 1968 and 1967 in the respective
amounts of $909,000 and $392,000. The disposition of such de-
ferred items is subject to determination by the Federal Com-
munications Commission. Pre-operating expenses for earth
stations while under construction have also been deferred for
amortization by a reverse sum-of-the-years digits method over a
period of three years from the dates the earth stations are
placed in service. The unamortized balances at December 31,
1968 and 1967 were $833,000 and $92,000, respectively.

3. Income Taxes

Satellite system development costs, research and development
costs and certain other expenditures that are capitalized or de-
ferred for accounting purposes have been deducted in deter-
mining income subject to tax. On this basis, there is no taxable
income for 1968 and prior years. At December 31, 1968, for tax
purposes, the Corporation had operating loss carry-forwards of
approximately $7,200,000 expiring in 1971 and 1972. The
effect of subsequent benefits that may result from use of these
carry-forwards (which are attributable to the aforementioned
capitalized or deferred expenditures) would be to increase the
accumulated credit for deferred income taxes, rather than to
increase net income of years in which the benefits are realized.
The Corporation also has unused investment credits of approxi-
mately $1,450,000 expiring principally in 1973 through 1975.
The net charges to income in 1968 and 1967 for deferred

Federal income taxes amounted to $5,655,000 and $3,363,000,
respectively, and were allocated between other income and
operating expenses. The accumulated amount of $18,075,000
deferred at December 31, 1968 will be applied in reduction of
income tax expense of subsequent years over which the items
that have been capitalized or deferred for accounting purposes
are amortized.
The Corporation's Federal income tax returns for the years

through 1966 have been examined and accepted by the Internal
Revenue Service.

4. Development Programs and Commitments

In conjunction with other members of the International Tele-
communications Satellite Consortium and the other earth station
owners in common, the Corporation is engaged in developing a
global commercial communications satellite system. The Corpo-
ration is also engaged in the construction of a research labora-
tory to be utilized in research and development activities. Sub-
stantial expenditures will be required in carrying out the various
programs. The Corporation's share of contractual commitments
under these programs at December 31, 1968 aggregates approxi-
mately $35,000,000.

The Corporation has leased the major part of an office build-

ing, which was occupied beginning in 1968, for a period of five

years with an option to extend the lease for an additional

five years. Annual rentals under the lease are approximately

$1,170,000. The Corporation also has an option, commencing in

mid-1971, to purchase the building for an amount equivalent to

its cost (which at this time is estimated at approximately

$10,900,000) plus $500,000 and to purchase the land on which

the building is situated for $1,375,000.

5. Retirement Plan

The Corporation has a trusteed plan for retirement allowances

which is non-contributory and covers all regular employees. The

actuarially determined current service costs, including the por-

tions borne by other participants, were $820,000 in 1968 and

$570,000 in 1967; prior service costs were recorded before 1967.

The Corporation's policy is to fund all accrued costs of the plan.

6. Rate Investigation

On January 14, 1969 the Corporation filed a motion with the

Federal Communications Commission requesting the Commission

to terminate its rate investigation instituted in June 1965 and to
remove its restrictions on the Corporation's accounting for

revenues. By Order of the Commission adopted February 14,
1968 the restrictions had been withdrawn until January 1, 1969
permitting the Corporation to submit its financial reports in 1968
to the public, its stockholders and the Commission in a normal
manner. Action on the Corporation's motion and withdrawal of
the restrictions on the Corporation's accounting for revenues is
still pending with the Federal Communications Commission. The
Corporation anticipates an early favorable conclusion to these
matters.

Also pending under the above rate investigation is the matter

of a rate to be used for interest during construction. Effective
May 1, 1967, interest during construction has been recorded at
the rate of 7% per annum applied to expenditures for tangible
property. This rate may be adjusted upward retroactively to
May 1, 1967, assuming favorable action by the Federal Communi-

cations Commission.

7. 1967 Operations

Full commercial operations began on May 1, 1967. For the
eight months subsequent to that date, operating expenses
included all expenses of the Corporation, except those appro-
priately capitalized or deferred in the normal course of opera-
tions. For the four months prior to May 1, 1967, operating expenses
(after the transfer of $2,293,000 to satellite system development
costs) represent those associated with the limited satellite opera-
tions during that period. For the respective eight-month and
four-month periods, operating revenues amounted to $14,525,000
and $3,939,000, and net income amounted to $2,869,000 and
$1,769,000. 21
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THE BOARD OF DIRECTORS AND THE COMMUNICATIONS SATELLITE ACT

Under the provisions of the Communications Satel-

lite Act of 1962, six of the Corporation's Directors
are elected by the public shareholders (Series l),

six are elected by the communications common

carrier shareholders (Series II) and three are ap-

pointed by the President of the United States with

the advice and consent of the Senate.

At the time the Act was passed it was anticipated

that there would be a fifty-fifty division of shares
among carriers and the public, which came about
in fact when the stock was issued in 1964. The In-

corporators of the Corporation made a commitment

to Congress to seek an amendment to the Act in the
event carrier shareholdings should fall below 45

percent of all outstanding shares.

The subsequent sales to the general public of
950,000 COMSAT shares by International Telephone
& Telegraph Corporation and some 240,000 shares
by various other carriers qualified to own Series II
shares has now decreased carrier holdings to ap-
proximately 38 percent of total outstanding shares,
with approximately 62 percent being held by the
general public.

Thus, the Corporation recommended an amend-
ment to the Satellite Act to keep the representation
of the public and the carriers on the COMSAT
Board of Directors approximately proportionate to
their respective shareholdings. The Congress passed
the bill in February 1969.

The new law establishes a formula whereby the
number of Directors which the carriers may elect
and the number which the public shareholders may
elect is fixed, as of the record date for each Annual
Shareholders Meeting, so that at each meeting the
number of Directors elected respectively by the
Series I and Series II shares is approximately pro-
portionate to the total number of shares held by
each series. Accordingly, at the 1969 Annual Share-
holders Meeting, eight Series I Directors and four
Series II Directors will be proposed for election.

Following his designation as Secretary of the
Treasury in December 1968, David M. Kennedy, a

Series I Director of COMSAT, resigned, effective

December 31, 1968. Rudolph A. Peterson, Presi-

dent of The Bank of America, was elected by the

Series I Directors to fill the vacancy in February of

1969.

Two Series II (carrier) Directors resigned in 1968,

both of them ITT representatives, coincident with

progressive sales of COMSAT stock by ITT. Eugene

R. Black resigned on June 21 and Ted B. Westfall

on December 31. ITT's remaining holding of COM-

SAT stock is 100,000 shares. There are more than

100 other carriers holding approximately 3,700,000

shares.

Eugene R. Black*
Business Consultant, New York, N. Y.
(Series II)

Harold M. Botkin
Assistant Vice President, American Tele-
phone and Telegraph Company, New
York, N. Y. (Series II)

Joseph V. Charyk
President, Communications Satellite Cor-
poration, Washington, D. C. (Series i)

James E. Dingman
Business Consultant and former Vice
Chairman of the Board, American Tele-
phone and Telegraph Company, New
York, N. Y. (Series II)

Frederic G. Donner
Director and former Chairman of the
Board, General Motors Corporation, New
York, N. Y., and Chairman, Alfred P.
Sloan Foundation. (Presidential Ap-
pointee)

Douglas S. Guild
President, Hawaiian Telephone Company
(a subsidiary of General Telephone &
Electronics Corp.), Honolulu, Hawaii (Se-
ries II)

William W. Hagerty
President, Drexel Institute of Technol-
ogy, Philadelphia, Pa. (Presidential Ap-
pointee)

David M. Kennedy*
Chairman, Continental Illinois National
Bank and Trust Company, Chicago,
(Series I)

George L. Killion
Vice Chairman, Metro-Goldwyn-Mayer,
Inc., New York, N. Y. (Series I)

James McCormack
Chairman and Chief Executive Officer,
Communications Satellite Corporation,
Washington, D. C. (Series I )

George Meany
President, AFL-CIO, Washington, D. C.
(Presidential Appointee)

Horace P. Moulton
Vice President and General Counsel,
American Telephone and Telegraph Com-
pany, New York, N. Y. (Series II)

Rudolph A. Peterson*
President, Bank of America, San Fran-
cisco, Calif. (Series I)

Bruce G. Sundlun
Partner, Amram, Hahn & Sundlun (At-
torneys), Providence, R. I., and Wash-
ington, D. C. (Series i)

Leo D. Welch
Former Chairman and Chief Executive
Officer of the Communications Satellite
Corporation and Director of other com-
panies, New York, (Series I)

Ted B. Westfall*
Executive Vice President, International
Telephone & Telegraph Corporation, New
York, N. Y. (Series II)

* For recent changes, see explanation in the col-
umn to the left.
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Eugene R. Black (resigned)*

1- react-lc, G. Donner

George L. Killion

Rudolph A. Peterson*

Harold M. Botkin

14.

Douglas S. Guild

tki
James McCormack

Bruce G. Sundlun

• For recent changes, see explanation on Page 22.

Joseph V. Charyk James E. Dingman

William W. Hagerty

George Meany

Leo D. Welch

David M. Kennedy (resigned)*

Horace P. Moulton

Ted B. Westfall (resigned)"
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CORPORATION DATA

Officers and Officials of the Corporation

James McCormack, Chairman and Chief Executive Officer
Joseph V. Charyk, President

David C. Acheson, Vice President and General Counsel
Lucius D. Battle, Vice President (Corporate Relations)
John A. Johnson, Vice President (International)
A. Bruce Matthews, Vice President and Treasurer

Siegfried H. Reiger, Vice President (Technical)

George P. Sampson, Vice President (Operations)

Bruce S. Lane,* Secretary and Assistant General Counsel

Robert B. Schwartz

and Jerome W. Breslow, Assistant Secretaries and General Attorneys

Frederic M. Mead, Comptroller
Ronald C. Mitchell, Assistant Comptroller

Joseph H. Engel, Director of the Office of Planning Research and Services
Matthew Gordon, Director of the Office of Information
Thomas W. Harrington, Director of the Office of Personnel

J. Robert Loftis, Director of the Office of Organization and Manpower Planning
Lewis C. Meyer, Director of the Office of Procurement and Contracting
Kenneth F. Zitzman, Director of the Office of INTELSAT Management

Mr. Lane was elected to the additional position of Secretary
following the resignation of J. David Marks in December 1968.

HEADQUARTERS: The COMSAT Building, 950 L'Enfant
Plaza South, S.W., Washington, D.C. 20024

TRANSFER AGENTS: Continental Illinois National
Bank and Trust Company of Chicago, Chicago, Illinois

Manufacturers Hanover Trust Company, New York,
New York

Wells Fargo Bank, San Francisco, California

REGISTRARS: The First National Bank of Chicago,
Chicago, Illinois

The Chase Manhattan Bank, N.A., New York, New York

Bank of America National Trust and Savings Associa-
tion, San Francisco, California

SHARES TRADED: New York Stock Exchange

Midwest Stock Exchange

Pacific Coast Stock Exchange

ANNUAL MEETING: Tuesday, May 13, 1969; 2:30 P.M.
EDST, L'Enfant Theatre, 429 L'Enfant Plaza Centre,

24 S.W., Washington, D.C. 20024

ck;

Shortly before the INTELSAT III launch on De-
cember 18, the satellite was in place atop the
Long Tank Delta vehicle, reflected in a man-
made pond beside the gantry. Seconds before
liftoff, a huge spray of water is directed from
the pond to the flame deflector beneath the ve-
hicle to minimize damage to the deflector and
the gantry. When the engines ignite, much of the
spray turns to steam, resulting in the smoke
cloud effect commonly seen in launch pictures.
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THE WALL STREET JOURNAL

Wednesday, April 29, 1.970

McConnell of Reynolds
To Replace McCormack

As Comsat's Chairman

By a WAI.T. STrt13:T JOUPNA1. Staff Reportre

WASHINGTON — Directors of Communica-

tions Satellite Corp. said they intended to name

Joseph H. McConnell, president of Reynolds

Metals Co. and a Comsat director, as chairman

after the May 12 annual meeting.
The 0-year-old Mr. McConnell will succeed

James McCormack as chairman, but the title

of elder executive officer, which Mr. Me-

Cormack also held, will be dropped.
Mr. McCormack, e9 years old, had for

health reasons a.c.;ked to be ielieved of his exec-

utive responsibilities after Comsat's nenual

meeting next month. He will remain as a direc-

tor.
Mr. McConnell, former president of Na-

tional nroadeasting Co., an RCA Corp. subsidi-

ary, will continue as president of Reynolds

Metals, Richmond, Va. It's understood that

present arrangements call for Mr. McConnell

to serve. as Comsat chairman without salary.

Mr. McCormack received $135,000 yearly in his

dual role as chairman and chief executive offi-

cer. •

THE NEW YORK TIMES

Wednesday, April 29, 1970

Chairman and Chief Ofiicer
Of Comsat Retiring 11.7:y 12

-----
WASHINGTON, April 28

(AP) — James McCormack,
chairman and chief executive of
the Communicoitions Satellite
Corporation, announced today
he is retiring from those .offices
at the aunual shareholders'
meeting on May 12.

Mr. McCormack, 59 years old,
Is .a retita d Air Force officer
and has headed the corporation
since 1965.

The announcement said that

on his doctor's advice. McCor-

mack asked the Coroset board

of directors some time ago to

relieve nim of his executive

responsibilities. He will con-

tinue a sa director of the cor-

poration.

The board, at a special meet-

ing yesterday expressed its in-

tention to elect Joseph H. Mc-

Connell as chairmen when the

beard ince.ts to organ:7e follow-

ing the annual meeting. Mr.

McConnell, president of the

Reynolds Mends Company, ot

THE WASilINGTON POST

Wednesday, April 29, 1970

Richmond, Va., will continue to

serve in that. post. He is now

a member of the Comsat board.

No one is to be designated

to succeed Mi. McCormack as

eNef executive officer. Dr.

Joseph V. Charyk continues as

president.

Comsat Officer
Retireg; New

Head Named
James McCormack, chair-

man of the board end chief ex-

ecutive officer of the Commu-

nications Satellite Corporation

(Comsat), plans to retire sfter

the company's annual meeting

May 12.
Comsat's Board of Directors

announced that they intended
to elect Joseph H. McConnell,

presich:lit of the Reynolds
Metal Company, to fill Me-
C,ormack's position as chair-
man of the board.
The title of chief executive

officer will' be abolished, and
Jw;epll Charyk will continue
as the company's president.
McConnell, a former president
of the National liroade.asting
Company, will continue as
full-time president of Rey-
nolds.

McCormack, who has
headed Comsat. since 1965,
said he had decided to resign
on the advice of his doctors.

FOR INTERNAL USE ONLY



COMSAT .

WASHINGTON :1?)..JAMES MCCORMACK1 CHAIRMAN Aun CHIEF EXECUTXVE'
O1FIC1"2 OF T1L 1MUNICATIONS SATELLITE CORP., AMOUNCED TODAY HE IS
RETIRING FROM THOSE OFFICES AT TNE ANNUAL SHAUHOLDERS' MEETING
MAY 12.

MCCORNACN IS A RETIRED AIR FORCE OFFICER AND HAS HEADED THE
CORPORATION SINCe-

THE ANNOUNCEMENT SAID THAT ON HIS DOCTOR'S ADVICE, MCCORMACK ASKED
THE COMSAT E1OARD OF DIRECTORS SOME TINE AGO TO RELIEVE Nxn OF HIS
EXECUTIVE TIESPONSIBILITIES. HE WILL CONTINUE AS A DIMECTOR OF THE
CORPORATION.

THE DOARD: AT A SPECIAL 'MEETING MONDAY, EXPRESSED ITS INTENTION TO
ELECT JOSEPH He MCCONNELL AS CHAIRMAN UMW TE OARD MEETS TO
ORGAN/ZErZOLLOUING WIE ANNUAL MEETING. MCCONNELL PRESIDENT OF THE
REYNOLDS METALS CO.0 AT nicam1R0A., UXLL CONTINUE TO SERVE IN
THAT POST. HE IS NO! A MEMDEP OF no: COMSAT BOARD.

NO ONE .IS TO LE DESIGNATED TO SUCCEED MCCORMACK AS CHIEF
EXECUTIVE OFFICER. DR. JOSEPH Vs CHARYK CONTINUES AS PRESIDENT.
PD55C?ED 4/23
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COMMUNICATIONS SATELLITE CORPORATION

MEMORANDUM

ROBERT E. BUTTON
Director of Governmental Relations

April 27, 1970

NOTE TO TOM WHITEHEAD:

Per our conversation.

R.E.B.



CORPORATION CONFIDENTIAL

nEMORANDUM OF CONVERSATION April 24, 3c)70

... COMSAT/TELEPROMPTER CORPORATION
New York City - April 22, 1970

Messrs. Kahn, Charyk, Button and Mrs. Klein

1. TPT Question: Philosophically speaking, was COMSAT
interested in a possible new joint venture using a el.croostic
satellite system to interconnect cable systems into a national
broadband service?

COMSAT Answer: Yes. COMSAT saw this .as not only a great
business potential but as a most appropriate use of satellite
technology in the domestic area.

2. TPT envisioned a Thor-Delta-launched not less than 6-channel
(possibly up to 8 or 9) initial system with major S/R stations
on each coast and possibly four other locations, with an initial
base of 1,000 R/0 earth stations. COMSAT was thinking of d
larger capacity satellite to start, considering the probable
rapid growth of demand. TPT, not wanting to put all its eggs
into one basket, would rather face the problem of increased
demand by adding smaller increments to the system.

3. TPT envisioned participants in a domestic corporvfirm as '

including itself, COMSAT, an existing network (ABC) and a data
concern. The possibility of discussion with all networks was

not excluded, but in TPT's estimate the Page network study

would get exactly nowhere. As an opening gambit, TPT mentioned

80%-20% equity, with other participants coming out: of the TPT
80%, and COMSAT taking 50% of the financing. TPT financing
has been favorably discussed with Bank of America and Chase.
COMS7T said this kim-:1 of financial arrangement was obviously

unacceptable.

4. Although TPT stated a rec7diness to go it alone with Hughes

but also with other options as to hardware suppliers, COMSAT's

experience, money and prestige were attractive assets. Western

Union as an alternative partner was discussed briefly.

CORPORATION CONFIDENTIAL
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5. TPT ability to serve small communities in rural U.S.A.

through its ANL (20-mile radius omni-directional) was both

a political and technical plus. Economically the use of a

satellite interconnection would bring an immediate reduction

in cost to the rural CATV franchise owner over what he is now

paying for microwave importation of the three networks alone,

not to mention the added available capacity of the cable

system which is now up to 43 channels.

6. TPT hedged on the common-carrier aspects of its plans but

COMSAT was talking about a special-purpose (TV disLribution)

satellite, and reserved on the question of expanding the concept
to a regulated common carrier. TPT considered it likely that
the early structure of its domestic network contained the seeds
of an eventual divestiture action, but it was impossible to say
which part of the entity would be more attractive as a result
of such action. They would all possess a great potential.

7. It was agreed that COMSAT would respond within two weeks
with a counter proposal and with a demonstration that the larger
satellite would be a more attractive undertaking.

R.E.B.

CORPORATION CONFIDENTIAL
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Friday 4/10/70

5:10 Tom Lias would appreciate a call Monday early
about the possibility of appointment of Tom Reed
to COMSAT. Wanted you to be aware that Reed is
an engineer and he thinks there is a spot available
shortly for an engineer.

o)L

2657



Friday 4/3/70

5:30 When I asked Marge who Tom Reed is, she said she wasn't sure but
she thought he had worked with Harry Dent when he first started here.

Harry Dent's Office said he is the National Committee man from Calif.
He is on Gov. Reagan's staff in charge of all his appointments. He is
a millionaire and his father, who lives in Conn., is a multi-millionaire --
mining.



COMMUNICATIONS SATELLITE CORPORATION

19 March 1970

The Honorable Peter M. Flanigan
Assistant to the President
The White House
Washington, D.C.

Dear Mr. Flanigan:

JAMES McCORMACK
Chairman

In a conversation with you and Dr. Whitehead a few weeks
ago, I recommended consideration of reappointing President
W. W. Hagerty of Drexel University as a Presidential Director
of Comsat. Dr. Hagerty, having completed the unexpired portion
of the initial term of appointment of President Clark Kerr of
the University of California, completes his full tour of ap-
pointment in his own right on the date of our next Annual
Meeting, 12 May.

Since that conversation, one of our Series I (Public)
Directors, Mr. Rudolph A. Peterson, who needs no introduction
in the White House, had developed a technical ineligibility to
be a Series I Director because of a fortuitous common carrier
application.

Because of the intricacies of clearing the eligibility
of an individual of diverse interests to be a Series I Di-
rector, and because of a severe time limitation, I have per-
suaded Dr. Hagerty to stand for election as a Series I
Director in place of Mr. Peterson. Dr. Hagerty's willingness
to do so has saved the most embarrassing possibility of our
having to go to the shareholders with a vacancy in our slate,
the size of our Board being fixed by the Congress.
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The Honorable Peter M. Flanigan
19 March 1970

To return to Mr. Peterson's case, in briefest terms, after
being elected to the Comsat Board he accepted a Directorship
of TIME, Inc. This publishing house owns a TV microwave con-
nection in California which they are disposing of but the
disposition of which is not yet complete. So long as they
own this facility, they are classified as a communications
common carrier, a qualification which is apparently significant
to the purchaser and which for that reason is being maintained.

Of course TIME in no way competes with, or has interests
adverse to, Comsat. Comsat's Articles of Incorporation, how-
ever, preclude a Director of a communications common carrier
from owning our Public (Series I) shares, and provide further
that Series I Directors must be elected from among individuals
qualifying to own Series I shares. No such eligibility or
condition attaches to a Director appointed by the President.

In light of these circumstances, I urge that the President
nominate Mr. Peterson as a Director of Comsat, for confirmation
by the Senate. In so doing, I would emphasize the importance
to this unique endeavor of the continuity of key personnel
during the current period when the press and our shareholders
are regarding our corporate future as threatened by disconti-
nuity on both the international and domestic fronts.

CC: Dr. Clay T. Whitehead

Sincerely,

Lc y



Office of the President

drexel university • philadelphia 19104 • 215-387-2400

March 17, 1970

Mr. Thomas Whitehead
The White House
Washington, D. C.

Dear Mr. Whitehead:

As you know, I have had the honor of serving as a Presiden-
tial Director of the Communications Satellite Corporation since August
of 1964 and am now approaching the end of my second term. It has been
a great honor and distinction for me to have served in this capacity.

From conversations with James McCormack you know that in
order to assist in the solution of a Comsat organizational problem, I
have agreed to stand for election as a public director at the shareholders'
meeting in May this year. Assuming that this plan is agreeable to you,
it is my intention to complete my term up to the day of the shareholders'
meeting and at that time I plan to write to the President of the United
States a letter to indicate the end of my service and my appreciation for
the opportunity to serve as a public director. In the meantime, I under-
stand that you would be arranging to recommend some other person for the
President's consideration.

If all this is not in full accord with your understanding and
agreement, I hope you will write to me immediately.

I enjoyed talking with you the other day. If the proposed
plan is consumated, I would still hope to talk with you from time to time,
even though I would not be serving as a Presidential Director.

dbm

cc: Mr. McCormack

Sincerely,

34, d_e/p,

'W- W. Hagerty



April 9, 19TO

/OR MIK DM
WET FUNICING
LM WHISIMPAD

PENN FLANIGAN

Regarding Comsat, Rudy Peterson is apparently an
effective director, as is Haggerty. Also, both of them are
supporters of the President. Therefore, it would mom tepossible
to remove Peterson as the Presidential Director in fevor of
Tom Heed. You vill remember ve were going to try for the
Flosnaial Structures Committee, but this cannot be worked out.
Unless I hear to the contrary fro,m you by Tuesda,y April 14, ve
will move ahead with Haggerty and Peterson.



'MEMORANDUM

THE WHITE HOUSE

WASHINGTON

March 31) 1970

MEMORANDUM TO TOM WHITEHEAD

FFOM: Peter M. Flanigan

Regarding the attached correspondence from James McCormack
concerning Directors to COMSAT, I wondered if your recent
conversations with me about McCormackss own future change
your recommendations.

I also wonder if there is some w w- c uld get Tom Reed)
close to Governor Reagan and a 1. fellow) on this
board. Apparently Reed wants it. I would appreciate your
reviewing this during the week Ism away and bringing it up
for a discussion with me immediately on my return. You
might also wish to call McCormack and say I'm away but that
we will try to have an answer for him by the end of the
week of April 6th.



-

Monday 3/23/70

10:25 Abbott Washburn said that when he told you he was

having lunch. with Jim McCom-pact: Saturday, you

asked him to find out what ;',,, eCormack.'s plans were

for staying on as Chairman of COMSAT.

Mr. Washburn said he didn't have to pry because he

volunteered at least this much Information. He has

hm.1 some disc problem with his be.ck and contemplated

having an operation on the.t. However, he 3.1 not have

to have It. He has trouble with th•At -- which keeps him

awalee nights. Also has a hiatus hernia and the combination

is apparently messing up his alec.,-d pattern. He has

been wanting to get out from under the pressure of the

chairmanship. He promised his roard of Directors

that he would stay through this plein.ry that is just

finished. He doubts that they'll take any action at

any of the upcoming Doard meetings ce•7.ccpt that ECIS

goinf-; to tell them again that he wants the burden eased

a bit. Mr. Washl:earen didn't press him since he didn't

want to be prying. It sounded ae if be ralght be

talking of another job that might be easier or he wanted

to get out and get on pension. He couldn't tell.

Mr. Washburn told him he hoped he.- would stay through

until the end of the INTELSAT neotiations; told him he

needed hire. Mr. Washburn indicates that John Johnson

Is impossible. .The only way he's been able to do anything
with the company, is with McCormack. Said with

Johnson he can dc) nothing with the foreigners because they

hate htm. Mr. Washburn says he would like to s cc Jim

around her until we get through this negotiation. When

Mr. Warihburn said that, he (McCormack) said something

about the stockholders' meeting this year and didn't know

whether or not the :Floard would v.-eent action taken at that

time. Stocleholders' meeting is in the late spring or e;.lrly

summer. There V'L'.Ci some questien last year about whether
he was going to step down then but he didn't. From the
way It sounded, he said he would tie.ve to alert them again
that he needed to net out fro:n under the burden. Ile
(Wash!earn) said you aeked Governor's Scranton's where:Alouts
with rez3peet to this problem. Washburn will be talking to ce,

Governor today. Would you like the Governor to call yo-a?



The trip trip to Vietnam Is scheduled for April 3-20. Governor
will be on part of It -- he thinks probably from the 8th
to the 20th.
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March 27, 1970

Dear Mr. Gilmour:

The President has asked that I reply to your letter of
March 4 regarding the recent White House policy
recommendations with respect to domestic communications

satellite policy.

It is important to recognize that the Communications

Satellite Corporation was created to establish a global

communications satellite system. This has been achieved
most ably by COMSAT and the system continues to grow.

We do not propose any competition with COMSAT in this

area.

Our reccim.m,endattons for domestic satellite services were

designed to encourage a healthy industry structure for the

extension of satellite communications into our domestic

communications industry, and we concluded that COMSAT

should also be allowed to participate in this area.

We are pleased to have your views on this matter and

appreciate your interest.

Mr. Bryant F. Gilmour
B. F. Gilmour Co., Inc.
152 Forty-First Street
Brooklyn, New York 11232

cc: Mr. Whitehead
Central Files

CTWhitehead:jdied

Sincerely,

Clay T. Whitehead
Special Assistant
to the President



152 FORTY-FIRST STREET

BROOKLYN, N. Y. 11232
PIPE WAREHOUSE

BUSH TERMINAL BUILDING No. 20

Arco 212 - 7CC-0700

B. F. GILMOUR CO INC
ESTABLISHED 1920

PIPE • FITTINGS • VALVES • ACCESSORIES
FOR ALL PRESSURES AND PURPOSES

BRASS AND COPPER PIPE AND WATI-R TUBE

HEATING EQUIPMENT

March 4, 1970

The Honorable Richard M. Nixon, President

White House

Washington, D.C.

Dear Sir:

iSeveral 
weeks ago you announced that there should be competition,

in your opinion, with the Communication Satellite Corp. known. as

)
Cornsat. When this corporation was formed, it was understood that

!considering the research and the amount of money involved, that others

!would not he admitted to compete with Comsat.

Investors took a speculative risk and bought all of the stock that w
as

offered. Two members of my family have a small amount. I do not

sec how you can retroactively change the game. This is very muc
h

like what happened to me when at one time life insurance was
 free in

one's estate but gradually this was brought down to a point wh
ere people

who took out that life insurance and paid for it over a period 
of years

actually would have been better off in other investments. 
This is not

honest treatment.

BFG:mh

Your s ,ver y truly,

Bryant F. ,Gilmour,



" COMMUNICATIONS SATELLITE CORPORATION

MEMORANDUM

ROBERT E. BUTTON
Director of Governmental Relations

March 25, 1970

NOTE TO CLAY WHITEHEAD:

For your information.

Attachment

R.E.B.
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coriiiiviumcATInN.Z3ATELLSiP C.P.T100.1

JOSEPH V. CHAT-Ntt
Prosidnnt

March 25, 1970

Honorable Dean Lurch
Chairman
Federal Communications Commission

1919 M Street, N.W.
Washington, D.C. 20554

Dear Mr. Chairman:

The Commission's policy statement issued yesterday
appears generally to support our own long-hold conviction
that satellite communications offer significant benefits

for domestic services.

The Report and Order and Notice of Rule Mahing sets

out many fundamental technical, legal, economic and policy
issues.

The Communications Satellite Corporation wishes to
be fully responsive to the Commission, and is giving care-
ful consideration in its response to these complex issues.

In this light, COMSAT hereby notifies the Commission that
it intends to file a comprehensive application to provide

domestic satellite services as soon as possible.

Sincerely,

Joseph V. Charyk

£50 LTUFANT PV,ZA SOUTH. SW. • WASHINGTON. D.C. 20024 • TELEPHONE 55-1-6000



March 23, 1970

MriviORANDUM FOR PETER FLANIG.AN

The attached correspondence from Jim McCormack and

13111 Hagerty discuss a problem COMSAT has in filling out their

slate of Directors for the shareholders' meeting this May.
Because of a technicality, Mr. Rudolph A. Peterson, one of

the Public Directors of the Corporation, is no longer eligible

to be a Public Director. Jim McCormack recommends, there-

fore, that Hagerty stand for election as a Public Director and

that Peterson be named a Presidential Director vice Dr. Hagerty.

It has been traditional for there to be one Public Cirector from
academia, labor, and industry. There is however, no particular
rationale for this, and I doubt that we would receive any criticism.

Jim McCormack sees no possibility of the Administration being

embarrassed in this switch of Hagerty and Peterson.

For your Information, Frederic Donner, the "Industry"

Presidential Director, will not be a candidate for reappointment

when his term expires next year and he has raised the question

of whether or not he should continue his current term because he

is no longer actively engaged in the business community. We

therefore could restore an academic Director if we chose next

year.

I therefore recommend that we nominate Mr. Peterson to be a

Presidential Director.

Attachments

cc: Mr. Whitecihead
Central Files

CTWhitehead:ed

Clay T. Whitehead
Special Assistant
to the President
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19 March 1970

The Honorable Peter M. Flanigan
Assistant to the President
The White House
Washington, D.C.

Dear Mr. Flanigan:

JAMES McCORMACK
Chairman

In a conversation with you and Dr. Whitehead a few weeksago, I recommended consideration of reappointing President
W. W. Hagerty of Drexel University as a Presidential Directorof Comsat. Dr. Hagerty, having completed the unexpired portionof the initial term of appointment of President Clark Kerr ofthe University of California, completes his full tour of ap-pointment in his own right on the date of our next Annual
Meeting, 12 May.

Since that conversation, one of our Series I (Public)
Directors, Mr. Rudolph A. Peterson, who needs no introduction
in the White House, had developed a technical ineligibility to
be a Series I Director because of a fortuitous common carrier
application.

Because of the intricacies of clearing the eligibility
of an individual of diverse interests to be a Series I Di-
rector, and because of a severe time limitation, I have per-
suaded Dr. Hagerty to stand for election as a Series I
Director in place of Mr. Peterson. Dr. Hagerty's willingness
to do so has saved the most embarrassing possibility of our
having to go to the shareholders with a vacancy in our slate,
the size of our Board being fixed by the Congress.

950 LINFAN I PLAZA SOUTH. SW • WASHINGTON. DC 20024 • TELEPHONE 202.554.6020



The Honorable Peter M. nanigan

19 March 1970

To return to Mr. Peterson's case, in briefest terms, after
being elected to the Comsat Board he accepted a Directorship
of TIME, Inc. This publishing house owns a TV microwave con-
nection in California which they are disposing of but the
disposition of which is not yet complete. So long as they
own this facility, they are classified as a communications
common carrier, a qualification which is apparently significant
to the purchaser and which for that reason is being maintained.

Of course TIME in no way competes with, or has interests
adverse to, Comsat. Comsat's Articles of Incorporation, how-
ever, preclude a Director of a communications common carrier
from owning our Public (Series I) shares, and provide further
that Series I Directors must be elected from among individuals
qualifying to own Series I shares. No such eligibility or
condition attaches to a Director appointed by the President.

In light of these circumstances, I urge that the President
nominate Mr. Peterson as a Director of Comsat, for confirmation
by the Senate. In so doing, I would emphasize the importance
to this unique endeavor of the continuity of key personnel
during the current period when the press and our shareholders

are regarding our corporate future as threatened by disconti-
nuity on both the international and domestic fronts.

CC: Dr. Clay T. Whitehead

Sincerely,

r.1



Office of the President

drexel university • philadelphia 19104 • 215-387-2400

March 17, 1970

Er. Thomas Whitehead

The White Nouse

Washington, D. C.

Dear Mr. Whitehead:

As you knov;, I have had the honor of serving as
 a Presiden-

tial Director of the Communications Satellite Cor
poration since August

of 1964 and am now approaching the end of my seco
nd term. It has been

a great honor and distinction for me to have serv
ed in this capacity.

From conversations with James McCormack you kno
w that in

order to assist in the solution of a Comsat organi
zational problem, I

have agreed to stand for election as a public direct
or at the shareholders'

meeting in May this year. Assuming that this plan is agreeable to 
you,

it is my intention to complete my term up to the 
day of the shareholders'

meeting and at that time I plan to write to the P
resident of the United

States a letter to indicate the end of my service 
and my appreciation for

the opportunity to serve as a public director. In the meantime, I under-

stand that you would be arranging to recommend so
me other person for the

President's consideration.

If all this is not in full a.ccord with your 
understanding and

agreement, T. hope you will write to me immediately.

I enjoyed talking with you the other day.. If the proposed

plan is consumeted, I would still hope to talk wit
h you from time to time,

even though I would not be serving as a President
ial Director.

dbm

cc: Mr. McCormack

Sincerely, /________---------

if04,6;.- j
u. yi. Hagerty



March 16, 1970

Lear Mr. Saunders:

The President has asked that I reply to your letter of
lel4ruary 23rd regarding the Communications Satellite
Corporation.

We share your assessment that the performance al
COMSAT has been outstanding. COMSAT has indeed
had invaluable operating experience and resources to

enter the domestic satellite ayes. The Whit • House
staff memorandum to the FCC regarding domentic com-

municatiosul satellite policy Is In are way unfavorable to
COMSAT. but rather opens the way for COlkiSAT, as well
as others, to initiate domestic satellite eervices when
ecoaasitleally and operationally feasible.

Sincerely,

Clay T. W hi tehead
Special Assistant
to the President

Mr. Junes B. Saunders
Standard international Corporation
Andover. Massachusetts 01810

cc: Mr. Flanigan
Mr. Whitehead'
Central Files

CrWhLtehead:ed
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STANDARD INTINATIONAL CORPORATEON

ANDOVER, MASSACHUSETTS 01010 • TELEPHONE (617) 47 5-b22 0

February 23, 1.970

President Richard M. Nixon

The-White House
Washington, District of Columbia

Dear President Nixon:

As a stockholder of Comsat, I am understandably chagrined at the

precipitous decline of this stock. I gather that this decline has

been the result of an unfavorable (to Comsat) White House staff

memorandum to the Federal Communications Commission.

I believe that the concept under which Comsat was formed in 1963

was a unique experiment in closer business-government relations

which has been, in my opinion, quite successful. This concept has

been proposed in other areas such as the postal service, home build-

ing, etc. However, unless the concept is supported strongly and

implemented, investors could become reluctant to invest in future

"Comsat-like" offerings.

Comsat has gained invaluable operating experience. It has dis-

played a willingness to invest in advanced technology through re-

search and development. It has vast, unused money from the initial

offering, .way back in 1963, which is not being utilized in the further-

ance of original .goals but which is sitting in banks, earning interest.

There is too much at stake, it seems to me, to experiment with a

multitude of competing firms which think they can provide this

system when you can turn to a company like Comsat which has a proven

track record and has the resources to implement a domestic communi-

cations satellite system now.

Sincerely,

James B. Saunders

,TBS/ph



March 16. 1970

Dear Mr. Feinstein:

Thank you for your letter of February 24th regarding
the Communications Satellite Corporation and the
international communications industry.

I very much appreciate receiving your views on this
Important matter and assure you they will be given full
consideration.

Mr. Harry George Feinstein
126 West L`nd Avenue
Brooklyn, New York 11235

cc: Mr. Whiteheadi'
Central Files

CTWhitehead:ed

Sincerely,

Clay T. Whitehead
Special Assistant
to the President



February 24, .1970

Dor Pr. Whiteheed:
/7

iZeference your reply of 2/19/70 eo my letter of 1/26/70 vddreneed to
flr. Peter Flanigan. I an lead to believe that perhene Dr. hnrns, who
know; soL'ethine, of my ideas forwarded my letter to you of that you did in
fact check my eomunicctioas to the FCC under file #9540 on satellite coii-
rnicntions an that perhaps you checked with Senator Pestore's comuni-

cations eorn1 Nicholas Zepple for additioner thoughts on the sgre subject,

(

If you did check any of these files, then you have seen proors of
for all of the "coueitats" that have come to public attention

to date including ODC or two that haven't as yet. I'm hoping that even
though I'm a layman, that you'll pay close attention to what I write here,
though some or it is in the referred to file.

1.;:r bauic contention is that the Presidential apllointed directors in
Comsat have already establishede dangerous precedent. I circulated all of
the "colesets" that you've heard about to point up that point of view. The
ideas in the enclosed published reprint were intended to he among other
thine,e, a means of greatly enhancing the profit potentials of conmnnicatiol

to lutes. I elPlost brought it into existence too and the Justice DeptiB,
Anti Trust Section can vouch for t1-et. Just check with Yr. Jugate there.
Instead i killed it and circulated the idea; in the article to indicete
that there were to be hundreds or thousands of such entities in this one
fieles1 alone, each perhaps reouiring Ireeidentiel apuointed directors.

I spent s5:: years circulating the idea an a means of financing n11
Space research, New mwms of communications were to be one tiny aspect
of that idea. RCA got it and used it as n menus of competing with /TaT
for project "Advent." Genera] Electric, to whom I had sent it n couple
of months earlier came out with an international consortium in its bid
to take away coleeunicetions satellites frol:: ATP:T and R.C.A., G.T.E'4 E. ,
and Lockheed's original proposal. 1"aight off the bat," you had three con-
sortie, each willing ,to riek their ow, money in launching their wen communi-
cation satellites. here were others too, such a; forty electronic firms
that wanted to band together to finance their own system too as reported
in news week at the tine. ( I have every clipping on Comsat nince it hit
the press on !.:arch 21 1061 that appeared in the New York Press, including
other ideas that would lead. to "counnts" from before that date, until a
couple of years ago.) This is at least four potential coiLeunicetions satel-
lite carriers to risk their own money without government help.
Each would have provided competition to the other and if one of them wont
broke, another could have taken his place, if there was enough room on the
spectrum. The really important point wac,wes there enough spectrum for
two cm-Toting sy-,tews or more and was anyone willing to finance them. The
former is evident by the fact that many nations are now contemplating launc-
ing their own satellites and the latter by the number of companies that
tried to get into Cot'sat and rwee denied because they were not international
com - unicetions carriers, this despite the fact that some of these carriers
did have some small oversees operations. had there been four or more coil-
peting communications sotellite "cowsats" there would hove been no need
for Presidential appointed directors and I would not have spent nine years
trying to alert the banking industry and ethers to the dangers 3 foresaw.

instead 3 would have proceeded to give out more details on how to
make these"coEsets operative and you would have supposed that it all evolved



so eeturally. l'any of the prohloeis besetting t
hin nation DOW vvould never

have even occurred. Instead I have the bitter eatisfec
tion of klioeirr;

that the brightest minds i
n 1.1:.0 eorld could not unravel any f

acet of this

concept to reelity so that it
 would do a fraction of the good

 that in :it

potentiel, Cn the other hend, if any one bed gi
ven me a hand with- nay fecot

of this concept, they would h
ave profited from it, for that sh

ould have

been their only motivation. Then many df the prchlems that 
SuCh a cos)cett

could resolve would not be so pres
sing now.

fad ,there been at least four sate
llite consortia for communicaticel

e,

each would have picked the best 
partners that they could abroa

d from pri-

vate enterprise and taken the governme
nt out of the telephone co'eriun

icetione

business abroad or perhaps AT&T 
would have continued to do busine

ss with

the British host Office, but someone els
e right have made contacts th

at

would ripen now when the government
 of England wants to got out

 of the

communications business. Viten or: of the nations are industrial
ized as

in the published reprint, the need 
for comminicetiens will great

ly expand.

there will be a need for more than
 a doe= consortia, perhaps 

far more than

that. When an innovation came about as in
 the potential of using a las

er

in the radioactive freouencies, these
 companies could quickly c

hange over

to it, which Comsat could not. 
Instead you would find that 

the members

of Intelsat desert and leave the 
satellites to Comsat, which 

in the plain

vernaculnr is commonly hnown as "holding the ba
g."

As the profit potentials of com-uni
cetions aitellito come c

loser to

reality, every member capable of 
launching satellites and 

that is four

nations to daic, plus those flint 
we would help as in Canad

a, would launch

their own system ;Ind desert Intelsa
t. Just what would our posi

tion be thee

We would jur;t he plain out of luck and 
our reTvartae in cemue5c

etic

would be lost, unler,ls we start 
doing something about it 

nor. We have al-

ready lost the carability of s
elling ground stations to 

every country be-

cause we weredo-goodeen." The French have made inrodJ
e. in Eerope and

elsewhere with their color s
canning system for tv, RCA 

has been cheated

together with the American people
 in spreading this One colo

r scanning

system throughout the globe. 
(RCA's) The only thing we can do is 

to let

international conaJunications s
atellites be used as cable 

is. 'fly company

that wants to put them up bet
ween one or more countries 

should he allowed

to do so. ihen we may yet have the adv
antage of spreading our co

lor rcennir

system to most of the developin
g world before the French

 can do

about it. We can force them to use our
 scanning system just as 

NBC virtu-

ally forced every channel to 
program color tv here at 

home.

The coet of satellites for commu
nications is considered hig

h, that is

now, but in relation to the 
profit potential and the num

ber of participn.M.e

who can see different uses f
or one and shore the cost, I

t can be as reesee-

able as cable, more so. All that would be required is
 interconnection be-

tiveen catel'ite systems as 
in cable.

This letter is directed toward
 the end that you study the 

fonibiIity

of competition in internat
ional conmunicetions and the eli

mination of

Presidential nppointed directo
rs, lest you ceue the trend to

 spread all

ovce the earth.
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3've ripent nine years worryinr wLI1L this concept will do to my

grandchildren and yours too. I haven't much mo,ley, but I've put much or
what 1 could spare and ml:Inf•f,f wytiro and thinkinr, even to the neglect

of my clmily, to [-jet soneone in a position to do so.ilethin about it to

understand what such a concept could do to our way of life. This antidote

to YPIX and Lenin is also a superior means of nchinvin their ends.

I used to be happy giving ideas nay, now t rlon't n.lymore vnlent, it

in the l'ational interest, as in an idea T gave to Dr. rums on stabili:sinf:

our econony. I noted with interest that Israel suggested something si•milar

more recently, rs in the giving of partial wages in the form of bonds. A

few weeks ago I gave GIT4111 an idea on a sonic means of killing harnacler;,

they haven't acknowledged it as yet and perhaps they won't, but I don't

care. If it works, it'll release funds for other research and save millions

of dollars in cleaning tl.e botVwils of mnrcl ships etc. Mit Comsat made no

worry about my responsibility in being involved even if nobody knew about

it and even if I can prove that it wasn't my idea. (ch yes I have official

proof that it wasn't my idea too.)

It is hoped that you will seriously consider these views. They in-

duced the 'all Street Journal to do an editorial fvvering your memorandum.

They also toldple that they would publish my letter broaching these views

but it has not appeared in the press to date.

Sincerely yours,

• .
Parry Go:orre P'elnstein,
126 West Epd Avenue
Mlyn, P.Y. 11235

?tr. Clay T. tLitel;e:d,
Staff Assistant
White 'louse
Washington, D.C.
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HOW PRIVATE ENTERPRISE CAN PROFITABLY BURY COMMUNISM
By I MARY GEORGE FEINSTEIN

(Special To )3randon's SHIPPER t. FORWARDER)
Mr. Feinstein does not pretend to hove develoPed a complete
theory; for exanzple

' 

lit'lit'leaves the question of overproduction
iv:answered, PCT,CriliCICSS TO' publish this article us an interesting
abstract 'Oct, Written comments time inviled.--Editor,

IF WE would greatly increase exports, bring the standardof living in the undeveloped nations closer to our own,
create a mutually favorable, common market, bring a dy-
namic democracy to the entire world, all at an accelerated
pace, then we must resort to a future concept that is the
next step upward on the lad-
der of corporate development.
It is now in the process of ev-
olution as our first super-cor-
poration. 'The Attorney Gen-
eral, Robert Kennedy, char-
acterized the proposed Satellite Communications Corpor-
ation as: "This is something different than anything that
has ever been conceived in the United States. This is a
revolutionary idea." When the functions of such broad
based joint ventures arc understood, they can be the. means
of profitably burying communism under a dynamic, capital-
istic, free eriterprise system.

The structure of such "intercorporations" is geared to
provide the acquisition of adequate capital to pursue cost-
ly, long range ventures, beyond the capitalization capabili-
ties of present corporate systems. They require no •great
deviation from the scope of personal corporate objectives
and provide a means of reducing risk when profit poten-
tials are remote, at a comparatively nominal investment to
each corporate investor, as compared to the more certain
probability of gain or other benefits they can achieve.

A large number of small companies merging into one
integrated unit achieves the capabilities of the largest cor-
porate giant, including that of hiring the best executive
facilities their combined resources will allow. The co-
ordination of the manufacturing processes by the "inter.-
corporation," enables each of its corporate arms to mass
produce one unit or part, which is then assembled by the
parent body or one of its arms. Such highly specialized pro-
duction facilities increase efficiency, reduce cost and pro-
vide adequate competition with such other corporate giants
and foreign economies as well.

D ROFIT-SIJAR1NG as an indispensible adjunct to the
"intercorporate" concept and its component arms, can

, accelerate the development of a dynamic, free, private
enterprise system. It is achieved by conversion of a part
of labor's energies to invested capital. It requires that em-
ployees be granted the same inherent rights as other stock-
holders, including that of deciding policy decisions and

.:••• changing management when they are dissatisfied with• dividends. This may well be the link that would permit
management and labor to utilize their joint resources in

! pursuit of a more vigorous growth of our industry and
• economy. Labor unions would then service their member-

- t.• ship as "watch-dogs," keeping management at top efficiency

•
and winning the approval of the general stockholder, who

even be willing to pay for this service. Employees
thaving a vested interest in the industry of our country,•

s•,.• would eventually provide the tremendous amounts of capi-
tal available for the further expansion of industry and the

Jm creation of new jobs. This would 1C1110Ve the threat of au-
:, tomation to labor and of shorter work hours to manage-
. It wool.] raise our standard of living to a higher•i

plateau and restore some of the rugged individualism that
" has been ebbing away in this country.

The trend toward an "intercorporate" concept that will
in the future enable the free, private enterprise system to
profitably industrialize the entire globe, may be observLd
j.itl: sul lip a facioi y
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or branch, office in a foreign country and operate it them-
selves. This is being modified to operate them as joint Ven-
tures in partnership with the local peoples. The current
trend is toward a "loose consortium" to reduce costs. In
Israel, they are selling their "know-bow." In Argentina,
foreign companies are permitted to manage oil companies,
but not to own them. In Mexico, the government guaran-
tees profit-sharing, as an employee's right. Because a busi-
MSS can have losses, it is a reasonable assumption that one

day they will seek a vested in-
terest that may enable them
to help reduce such losses.
Alien businesses will discover
that not only is their degree of
ownership reduced, but that

their voice in management is challenged when profits fall.
It is but another step to consider that perhaps American
industry need not own the factories in these lands at all,
to increase its market potential.
The "intercorporation" provides a means of selling whole

factories and everything that is required, so that developing
nations can tap their natural resources and establish a bal-
anced and integrated economy in any locale as a package.
It also enables nations that could not otherwise afford to
pay for them, using present corporate systems, to acquire
such "packaged economies," on a form of installment
payment plan. The risk to creditors and investors is con-
siderably reduced because American inanaaxinent, tech-
nicians and techniques will train and guide the local peoples
in their profitable operation, until they are qualified to as-
some independent ownership and these consultants can
always be recalled to give further guidance on a fee basis
whenever required.

C UPPLIERS of every form of material, finished product
0 and service, noting the reduced risk and virtual assur-
ance of profits and seeking to greatly expand their sales
potential, would make their wares available on a form of
installment purchase or delayed payment plan through
participation in such broad based joint ventures. Financial
institutions would participate directly as investors in these
"intercorporations," and indirectly by financing individual
participants not geared for such long range commitments.
Other active participants, perceiving a refuge from higher
tax brackets by burying their surpluses in such ventures,
or with an eye to eventual profits and new markets that
will spring up as the standard of living in these nations
approaches our own, will find such investments quite
attractive.

Since we arc primarily concerned with the profitable sale
of American manufactures abroad in markets which do
not currently exist and not with the ownership of the fac-
tories we erect, it leads to a unique situation,. whereby we
can give these factories to the people whom we have found
'capable of learning to profitably manage and operate them.
The institution of profit-sharing, based on the degree of
responsibility assigned to each employee, including the right
to change management as previously described, would as-
sure that Red dominated and led unions could not disrupt
the beneficial impact that da.se f,ctoLle:, could biing, as
well as enabling them to resist communistic doctrine.
Inasmuch as the basic concept is one of undertaking

large-scale, long range ventures, at a reduced risk to any
one corporate investor, a change of government that might
be hostile could not bring a very great loss, because our
investment would primarily consist of materials and serv-
ice fees and they will have been repaid, at least in part,
from the operation of the businesses we establish and
therefore mostly represent lost potential profits. The large
number of investors involved would further materially re-
tim..e the risk to any one of them and such losses could
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Comsat Industries?
Should AT&T win approval to put up domes-
tic satellites, Comsat says it may seek two
big favors from Conjress as compensation.

TM MOMENT OF TRUTH for Cornsai
may come some time this month,
when the Federal Communications
Commission is expected to announce
entry requirements for companies in-
terested in putting up a domestic
satellite system. Comsat's future
dimmed considerably in January when
the White House sent a strongly word-
ed memorandum to the FCC urging
that the domestic satellite race be
thrown wide open to all corners to
encourage competition. FCC Commis-
sioner Dean Burch, former campaign
manager for Barry Coldwater, praised
the White House suggestions and
promised prompt action. To date,
some 20 organizations have expressed
Interest.
There is unrestrained joy at Amer-

ican Telephone es Telegraph, but over
at Comsat headquarters the mood is
less jubilant. "This is obviously a very
important step," says Dr. Joseph
Charyk, Comsat president. "It will be
very interesting to see how closely the
FCC guidelines conform to the White
House suggestions." Then he adds:
"You see, they raise some very funda-
mental questions. Very hide is said
about what might be in the public in-
terest. If the FCC ground rules are a
complete mirror image of the sugges-
tions, we would be concerned." Pri-
vately, irked Comsat officials describe
the White House memo as "naive"
and "capricious."

It's not the number of potential
competitors that bothers Charyk. He
feels that most of them will quickly
drop out of the race when they learn
how expensive and risky a proposi-
tion a satellite system is (cost esti-
mates run $100 million-$200
"There are really only two competi-
tois at Aresisat that have enough trafRe
on their own hook to make a domestic
satellite system viabk with only their
own trisas" ex2lains, "Those are
AT&T and the duce teler;sion nct•
wurks. And if the only users of such a
system were the three networks, it's a
very marginal proposition."

e.Viiat worries Charyk is AT&T.
How can there be genuine "competi-
tion" when AT&T has such an over-
whelming advantage? he asks. "With
their traffic, AT&T is in an eminently
advantageous position," he says.
"Since they can route as much of
their existing traffic via satellite as
they wish, they should certainly be in
a position to offer indremental capaci-
ty to other users at a lower price
than a fellow like us who has the
same total investment 'out no initial
set of customers. We are prohibited

by law from dealing directly with
users, you see. So the question of
'competition' becomes a very inter-
esting one indeed."

Alternatives

If the FCC goes along with White
House recommendations, it is con-
ceivable that both a competing do-
mestic satellite system and special-
purpose satellites might be launched.
Would Comsat still be interested in
putting up domestic satellite systems?
Charyk says perhaps it would. To
make its system viable, Comsat is
Cicariy counting on support from the
three major television networks that
currently pay AT&T $65 million to
distribute programs nationally and
face a rate hike to $80 million.
Comsat expects to play a major

role, but if those hopes are dashed,
Charyk feels Congress 'may be more
inclined to go along with Comsat in
other areas. Already under considera-
tion, for rtaa-nple, is an international
satellite communications system for
commercial aviation. "Due to the va-
garies of high frequency radio, air-
craft midway across the Atlantic are
frequently out of communication with
either side," he explains. "Satellites
would ensure continuous, high-qual-
ity communication between aircraft
and ground. With the size and num-
ber of aircraft increasing sharply, the
pro olem here is becoming more acute.
We hope to have a system operable
within two years."

Nor is this Comsat's only alterna-
tive, as Charyk secs it. If it is shut out
of the domestic satellite system and
plans for the aviation system fall
through, Comsat could seek legisla-
tive approval to use its $100-million
cash hoard for diversification into re-
lated fields in communications and
electronics. "We think we have a re-
sponsibility to our stockholders to pur-
sue all possible avenues of investment
for the capital we now have," Charyk
says. "There is a real need in these
fields and we think the opportunities
are quite broad." •

Charyk of Comsat

r
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RESOLUTION PROPOSING CORMISE TO RESOLVE MANAGMENT, VOTIA;

RAISES FOPES OF FINAL AGREEN2NT AT INTELSAT

PLAN DEVELOPED BY AUSTRALIAN AND JAPANESE DELEMES TO BE COSIDEaED

A sudden turn in developments at the Intelsat conference raised

hopes at the end of last week that a proposed compromise covering sever

al basic issues could produce agreement on new definitive arrangements

governing the International Telecommunications Satellite Consortium be-

fore the current plenipotentiary sessions end next week.

The Australian and Japanese delegations, which had earlier submit-

ted recommendations separately to the conference on how some issues in

dispute might be resolved (TELECOMMUNICATIONS, March 2), have now de-

veloped a joint proposal which will be formally presented at the ses-

sion to be held Monday, March 9.

HIGHLIGHTS: Plan envisions new office of Secretary General and

continuation of Comsat, under contract, as technical and operational

manager during a six-year transitional period. . .Director General

would then be appointed, during fifth year, as Chief Executive Officer,

taking over functions of Secretary General and Comsat. . .Future top

official would contract out technical and operational functions.

Since their earlier proposals were advanced, the Australians and

Japanese have been meeting privately to reconcile differences in their

respective documents. They have now drafted a proposal, dealing with

the major issues of manager for the consortium and the question of vot-

ing, that was given to all of the delegations Friday, March 6.

While the various delegations were asked to study the resolution

over the weekend, to prepare for Monday's debate, initial reactio
n of

some was that the Australian-Japanese group may have found the ke
y to

settling key points in disputes that have threatened to prevent a 
final

settlement.

With debate at the plenipotentiary sessions Monday through Wednes
-

day of last week evidencing no real progress toward a settleme
nt, there

was a feeling in some quarters that the 1970 plenipotentiary 
conference

would adjourn in the same manner as the first meeting last February-

March, without a final agreement.
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No sessions were held Thursday, March 5, because the international

conference room in the U.S. State Department had to be used for the

ceremonies at which President Nixon signed in Washington the nuclear

non-proliferation treaty. When the Intelsat delegates resumed their

meetings Friday, the existence of the Australian-Japanese document came
to light when some of the smaller countries complained that they had

not been furnished copies of it, while the larger nations had.

After it was stated that the limited number of copies made it im-

possible to distribute it to all members Thursday, it was agreed that

additional copies would be made available immediately and furnished to

all members so they can engage in the debate this week. One evidence

of the importance being attached to the document is that after this

matter was settled, the Friday sessions adjourned almost immediately.

On the manager issue, the proposed resolution of the Australians

and Japanese recommends that the final agreement accept the full inter-

nationalization of management responsibilities after a transitional

period. It calls for the appointment of a Secretary General by the

Board of Governors as a first priority after the board is organized,

and spells out the authority and responsibilities of the Secretary

General contained in the basic document 45 developed by the preparatory

committee during the interim since the 1969 plenipotentiary.

The Board of Governors, it is proposed, would give priority also

to concluding a contract with the Communications Satellite Corp. to

serve as technical and operational manager of the Intelsat space segment

for a period of six years.

It was also suggested that the Secretary General would not be in-

terposed between the Board of Governors and Comsat and would not exer-

cise a supervisory role over Comsat. He would, however, be kept inform-

ed on Comsat's performance under the contract, and be present at, but

not participate in, major procurement negotiations conducted by Comsat.

Comsat, under terms of its contract or as authorized by the Board

of Governors, would sign contracts on behalf of Intelsat in the area of

its responsibilities, but all other contracts would be signed by the

Secretary General.

A year before the end of the contract period, or by Dec. 31, 1976

--whichever is earlier--the Board would appoint a Director General, sub-

ject to confirmation by the Meeting of Parties. The Director General

would be the Chief Executive Officer of Intelsat, and the functions

which had been performed by the Secretary General and Comsat would be

taken over by the Director General.

The Director General's responsibilities would include contracting

out technical and operational functions to the maximum extent practica-

ble. These entities could include entities of various nationalities as

well as an international corporation owned and controlled by Intelsat.

The contractors would be responsible to the Director General who, in

turn, would be responsible to the Board.

4
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At the end of the current plenary, the proposal states, Comsat

would begin reshaping its present staff organization so as to identify

more clearly the elements engaged in duties to be assigned to the Se-
cretary General, and those associated with Intelsat technical and opera-
tional management.

After the Board of Governors takes office, it would solicit from
communications entities and organizations around the world statements
describing their organization and procedures with particular reference
to the integration of policy and management, and to management efficien-
cy. Statements would also be requested from multinational ventures for
implementing advanced technologies.

Within a year after it is organized, the Board of Governors would
initiate a study to determine the most efficient and effective manage-
ment arrangements consistent with the basic aims and purposes of Intel-
sat, its international character, and its obligations to provide, on a
commercial basis, communication facilities of high-quality and relia-
bility.

The study, it was stated, would give due regard to the information
at hand on the experience of the national and international organiza-
rias from which statements have been requested, such experience as may
have been gained from operations in the transitional period, and the
policy expressed in the provision giving authority to the Director

Geleral to award contracts. Professional management consultants from

around the world would also be used.

During the fourth year after the agreement is adopted, the Board

of Governors would recommend the permanent organizational structure of

the executive arm of Intelsat for consideration by the signatories and

the parties, and by the end of the fifth year the organizational struc-

ture of the executive arm would be adopted.

On the question of voting in the Board of Governors, the proposal

calls for voting shares to be based on international public telecommuni-

cations plus domestic public telecommunications of the special types

covered in document 25. There would be a limit of 407 on the vote that

may be cast by any one member, and the voting rules would be those pre-

scribed by the preparatory committee in drafting document 25. Invest-

ment would be based on all use of the Intelsat space segment.

As for the structure of Intelsat, the latest document proposes

that the Meeting of Parties and the Meeting of Signatories will be se-

parate, independent organs. Provision would be made for the Meeting of

Parties to meet within one year of the coming into force of the Defini-

tive Arrangements and thereafter upon request of one-third of the mem-

bers.

The functions of the Meeting of Parties, the Meeting of Signatories,

and the Board of Governors would be as prescribed in document 25. This,
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it was said, does not preclude the concept that the Meeting of Parties
is the primary organization of Intelsat, but it does permit the concept
that, except as specifically provided, it would have any powers with
respect to functions specifically allocated to another organ. -End-

TIME FOR FILING COMMENTS IN GROUND STATION INQUIRY POSTPONED AGAIN;

WESTERN UNION SAYS TALKEETNA STATION PUTS NEW PERSPECTIVE ON QUESTION

Another extension of time for filing comments in the Federal Com-

munications Commission's ground station ownership and operation inquiry

was granted last week at the request of Western Union International.

The time for filing comments was postponed from March 4 to Monday,

April 6, while reply comments are now due May 4, instead of the previous

March 31.

Meeting last week's previous deadline for filing comments, however,

the Western Union Telegraph Co. said that establishment of a station at

Talkeetna, Alaska, puts the question of ownership and operation of earth

stations in a new light.

The telegraph company, which has not filed comments in earlier FCC

inquiries on the ownership and operation question because they have

been intended solely for international use, said that authorization of

the Talkeetna station raises the possibility that this Alaska terminal

and the stations at Brewster Flat, Wash., and Jamesburg, Calif., will

be used for both international and domestic operations. For this

reason, it stated, Western Union becomes interested in the proceeding.

In its comments, Western Union submitted that it "is inappropriate

that any final policy affecting the ownership or operation of ea - Lh

stations in the United States which are to be used. . .fpr communica-

tions In the area of domestic telegraph operations, be determined in

this proceeding."

Instead, it suggested that a "more appropriate proceeding for

consideration of matters in the area of domestic operations' is the

domestic satellite inquiry. Pending a determination in the domestic

satellite matter and the establishment of domestic earth stations, it

added, "any determination herein should grant to the domestic telegraph

carriers rights of ownership, lease, use and operation in existing

earth stations in the event that such stations are used for domestic

telegraph communications."

With particular reference to the Talkeetna station, Western Union

said this facility should be used solely and wholly for communication

in the area of domestic telegraph operations, and should not be used

for international telegraph purposes.

International telegraph traffic, the company proposed, should

continue to be routed to the international carriers through the exist-

ing gateway cities, and "No international telegraph carrier should be

granted any right to participate in the use or ownership in the Talk-

eetna earth station." -End-
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BURCH SEES DOMESTIC SATELLITE BENEFIT AS ADDED MEANS OF TRANSMISSION

The primary benefit of satellite communications is that a new

means of transmission is added to those already available, Chairman

Dean Burch of the Federal Communications Commission commented last week

on the "Issues and Answers" interview program on the American Broadcast-

ing Cos. television network.

Asked principally about the impact of a domestic satellite system

on radio and television networking, Mr. Burch said the primary benefits

in that area should be to increase the facility and flexibility of net-

working and "possibly" to reduce the cost. In reply to further ques-

tions about effects on radio and TV, he said a domestic satellite system

could bring about a fourth TV network, or a network of interconnected

community antenna TV systems.

Nonetheless, the FCC Chairman declared, it may be anticipated that

whoever operates the domestic satellite system will be a common carrier-

type system, subject to Commission licensing and rate regulation.

A final draft of a domestic satellite policy statement, responsive

to the White House memorandum on the subject (TELECOMMUNICATIONS, Jan.

26), is now circulating at the FCC. Commission action on the subject

should be forthcoming within several weeks. -End-

RECORD
National Press Club

March 5, 1970

"LIVE AND IN COLOR"  television of President Pompidou's speech was provided via
satellite to 14 European countries. The French broadcasting service "ORTF" leased
the engineering and production services from CBS. And a feed was provided to N.E.T.
which aired a 60-minute recorded "recap" of the luncheon that evening on Washington's
Channel 26. Another closed circuit feed was also provided in color into the Club's Main

Lounge with instantaneous translations for those NPCers and guests who couldn't get

into the crowded ballroom. Below, artist's rendition, and extensive television and
press coverage.
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member
11 telephones are

eurotic
OW

TIMOTHY JOHNSON oh ai modern
miracle causing world-wide chaos

STARTING TODAY, you can
dial a call direct from London
to Now York. and talk for
only 10s. a minute. All you
have to do is to pick up the
phone and dial 0101212 and
then the number—but remem-
ber they are six hours behind
on time.
On second thoughts, it

would be better if Londoners
with friends in New York did
not all rush to the phone at
once. The tightly stretched
International exchanges would
very quickly become over-
loaded. Then, of course, there
are about 80,000 people in
Britain who only wish they
had a telephone at all, never
mind making transatlantic
calls.

Altogether, today's latest
miracle of communications
technology serves as yet an-
other example of the painful
paradox of the phone service.
Technical advances are being
achieved at an ever-increasing
rate, mere distance is ceasing
to be a barrier to communica-
tions, and yet in many coun-
tries the ordinary man finds
It is difficult to get a telephone
when he wants one, and the
service it provides is deterior-
ating.

Somehow the Post Office,
like all the other major tele-
communications authorities in
the world, has to catch up
with the deficiencies in the
service, while coping with a
growth in demand for facili-
ties averaging at least 10 per
Ce. a year—much more in
some areas—and providing
for entirely new services like
C omputer communications
and vision telephones. Achiev-
ing this means turning the
whole giant Post Office Tele-
communications business —
with its £1,941 million of
assets and 225.000 employees
—into a new kind of animal
with a faster heartbeat and a
faster rate of change.
Edward Fennessy, manag-

ing director of Post Office
Telecommunications, points
out that the spread of the
telephone service in any coun-
try historically follows an S-
shaped curve—slow at first,
then going through a period
of explosive growth, and
finally slackening off again as
the market becomes satur-
ated, The British telephone
service is just moving into
the explosive growth phase—
and the other European coun-

tries are following just a little
way behind.
This year the Post Office will

install over one million new
exchange connections—many
will carry more than one
telephone, of course—a rise
of at least 25 per cent over
last year. In January alone
the orders for new connec-
tions were 119,000, by far the
highest ever, even though it
was a poor month for other
,consumer goods suppliers By
1980 the number of exchange
connections will have grown
from 8.5 million to 18 million,
and the telephone will have
found its way into 72 per
cent. of all the households in
the country instead of only
32 per cent. today.

On top of all this there will
be a still unpredictable
demand for data transmission
services to feed the computer
octopus, for big-capacity links
to support the beginnings of
a video telephone service, and
for facilities like telex and
facsimile transmission.

First of all the Post Office
has got to clear up its arrears.
With a £2,500 million invest-
ment programme budgeted
for the next five years, there
should be enough money to
plug the gaps. And Fennessy
makes it clear that he is pre-
pared to get tough with his
suppliers — by applying
penalty clauses, for example
—if the late deliveries which
have bedevilled progress in
recent years continue much
longer.
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Phones for the
year 2001
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All these endeavours will be
wasted if the Post Office re-
peats its earlier mistake of
over-conservative forecasting.
So it is particularly encourag-
ing that the top management
has become noticeably more
radical and futuristic in its
thinking over the past few
years. And a long-range
studies division—which with
40 specialists must be one of
the biggest groups of its kind
in Britain—has been set up
under John Whyte. Half the
team is working on a single
huge project to predict the
volume of traffic on the tele-
phone network in 1975, 1986
and 2001.

Whyte makes the point
that over this period there is
going to be a big change in
the telecommunications ser-
vices as the customer sees
them. Advances in communi-
cations will have a deep effect
on the pattern of society, and

the changes in society will in
turn react back on the com-
munications system. This
makes forecasting difficult,
but fascinating.
What is most fascinating of

all is that, after years of dis-
missing the idea as a twenty-
first century dream, the Post
Office is now rapidly getting
used to the idea that it will
be beginning a vision tele-
phone service before 1980.
The overwhelming problem
with the vision telephone has
always been that it requires
such a huge amount of cable
capacity. A telephone cable
is just as strictly limited in
Its capacity as a railway
tunnel, and a visionphone con-
versation needs a tunnel 100
times as big as an ordinary
telephone chat.
But the cost of providing

cable capacity has been fall-
ing steadily for as long as
anyone can remember, and
everyone expects it to go on
falling for the next 20 years
at least. This will make the
economics of the visionphone
much more attractive, and
A T & T is now planning to
open the first commercial ser-
vice in New York and Pitts-
burgh this year, although it
will be far too expensive for
the ordinary domestic sub-
scriber, even by U S stan-
dards.

Reasonably enough, con-
sidering British conditions,
the Post Office is taking rather
a different tack and concen-
trating its immediate efforts
on the development of a
system it calls Confravision.
This will allow groups of busi-
nessmen in studios hundreds
of miles apart to have a con-
ference together over high-
quality sound and T V links.
It will probably cost about
£100 an hour, and Fennessy
and others who have tried the
experimental set-up say that
after a few minutes it is
almost as good as being in the
same room with the people on
the other side of the table.
The final decision to intro-

duce Confravision has not yet
been taken—market research
is going on—but it will prob-
ably be available in about two

(cont d)



years. The individual vision-
phone will probably follow
some years later after the first
of the coming generation of
very high capacity cables has
been installed. But Whyte
and his boss James Merriman,
the development director, do
not foresee the visionphone
being an economic proposition
In isolation. Instead they are
looking forward to a whole
complex of services,-all taking
advantage of the existence of
a high-capacity trunk net-
work.

Altogether the 1980s home
could have £500 or more of
entertainment and communi-
cations equipment hooked on
to these services. As well as
a vision phone this would
include receivers for cable
T V programmes—Rediffusion
recently demonstrated a sys-
tem which could give the
customer a choice of 40
channels — and facsimile
machines. At present it takes
about five minutes to transmit
a facsimile of a single fools-
cap page over a telephone
circuit, but with cables of 100
times this capacity, it would
be possible to transmit a com-
plete newspaper during the
early morning hours when no
one else was using the system.

On top of all this there will
be a big business demand for
high capacity vision, facsimile
and computer links. "Add all
this together and a high
capacity network starts to
look viable," says Whyte. The
biggest barrier is not techno-
logy, or even the likely cost
of the service, but the huge
investment in the existing
system.

Traditionally the Post
Office has spread the burden
of this investment by writing
It off over a long period—as
much as 40 years in the case
of cables. This means we are
still relying on some pre-1930
equipment.

Equipment from the
year 1890
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But the older types of ex-
changes are quite incapable of
providing the services people
are going to want in future—
the Post Office is still instal-
ling equipment •which traces
Its lineage back to the Kansas
City dentist called Strowger
who Invented the first auto-
matic exchange in the 1890s.
So the biggest long-term deci-
sion the Post Office must take
Is over how much it can afford
to step up the pace of change.

The period of depreciation
of telephone exchanges has
already been cut from 30 to
25 years recently—thus add-
ing about /5 million a year to
the Post Office's costs. Now
the new electronic exchanges
are coming along—the board
will almost certainly decide
to standardise on the TXE4
design for large exchanges
soon—offering the possibility
of all kinds of special services,
like faster, easier-to-use push-
button telephones, and the
automatic transfer of calls to
another number if you go out
for the evening.
So the Post Office must

decide either to introduce
these services in a few fav-
oured areas, letting other
customers wait up to 25 years
before they can enjoy them,
or to try and speed up the
switchover to electronic ex-
changes everywhere. Just to
complicate matters, much
more advanced electronic ex-
change designs will be coming
along meanwhile.
With the Post Office still

struggling to catch up, discus-
sions over whether it should
start scrapping still-usable
equipment in future, when
demand will be growing even
faster, may seem unrealistic.
But the telecommunications
industry has got to achieve
this capability, otherwise the
whole development of society
will be held up.
For the one thing that all

the market research and tech-
nological forecasting shows is
that telecommunications is
going to play an even more
important role in society in
future. This is not just be-
cause the telephone will
become a universal necessity
rather than a middle-class
luxury—which has already
happened in the U S—but
because it will provide the
framework for so many other
services. It all adds up to a
great opportunity for the Post
Office.

Already Europe tends to
look to Britain for leadership
In the introduction of such
things as electronic exchanges
and a network specially
adapted for computer com-
munications. The Americans
are bedevilled by a political
and commercial civil war and
are currently much more
pessimistic than the Post
Office over the pace of change
that will be possible. By 1980
Britain could have the most
advanced communications net-
work in the world—with all
that implies for exports and
internal growth.
And there is no good reason

why the Post Office should

Page 7
not be expected to take the
opportunity. It has an abso-
lute monopoly, far more com-
plete than anything enjoyed
by the other nationalised
industries. Commercially it
is in an ideal environment,
if only it can keep up with
demand. Traffic is growing
all the time, which brings
economies of scale and lower
charges, encouraging yet
more traffic, and so it goes
on. Technologically, there is
no limit in sight to what
should be possible.
The one thing outside its

control which could hold the
Post Office back is the amount
of money it is allowed to in-
vest. If the country wants a
good communications system
it must be prepared to pay for
it, and to keep on paying with-
out the sudden cutbacks
which have been so damaging
before. In return the Post
Office has got to foresee what
people are going to want five,
10 or 20 years ahead and lead
the way there, rather than fol-
lowing incredulously in the
wake of public demand as it
has tended to in the past.

THE EVENING STAR
Washington, D. C.
Monday, March 2, 1970

Proposals Asked
Communications Sate Ili te

Corp. has asked for proposals on
construction of an antenna and
related equipment on Kwajalein,
Marshall Islands. The request,
filed with the Federal Communi-
cations Commission, asked 34
companies to submit proposals
on building a 97-foot-diameter
antenna.
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Dialling
New York

TT IS now possible, from midnight
last night, to dial New York direct
from London. Ten shillings will
buy a minute's conversation with
any of the 2.500,000 subscribers in
the Staten Island, Brooklyn,
Queens and Manhattan areas.

Within two years, the service
should be available to STD sub-
scribers all over Britain.

THE ECONOMIST FEBRUARY 28, 1970

Unleashing cableTV

Bit by bit, the restrictions that have held
hack the growth of cable television are
being lifted. Soon there may be a national
hook-up of the local systems which bring
television pictures into the home by wire,
rather than over rooftop aerials, and this
could become a major rival to national
broadcasting and telephone networks. The
Federal Communications Commission
has just told the telephone companies,
more or less, that they must stay out of
the cable business. In any area where a
telephone company provides local service.

it may not own a system for distributing
television programmes, according to the
FCC's new rule.
The decision will not change life for the

biggest of the companies. As long ago as
1956, the American Telephone and Tele-
graph Company promised to keep out of
cable television on antitrust grounds. But
AT&T is far from being the only tele-
phone company ; there are 2,100 others
in charge of 17 million telephones or
about one-sixth of the national total.
The FCC's decision hurts these so-called

independents which were in a comfortable
position to corner the growing market for
the cable system which is technically capa-
ble of bringing 40 television channels or
even more into a home. Telephone com-
panies will be permitted to run telephones
and television in separate towns and they
may still lease wires to a cable company.
But, except in some rural areas, the tele-
phone companies must now watch the
new information-channetling business
(which will sell everything from enter-
tainment and stock market reports to
facsimile newspapers on a common-carrier
basis) grow into an independent
competitor.

The broadcasting industry must do the

same and it is not happy. The FCC's

moves to strengthen cable television were

intensified last October When the commis-

sion ruled that the operators could
originate their own programmes and even

that the larger among them wouild be
required to do so. The FCC also ruled

then that cable companies could sell local
advertising to pay for these. Moreover, the

FCC gave permission for the ca'bile com-
panies to organise themselves into regional

and national networks. The FCC's motive
is clear. It wants to encourage diversity in
television programmes and there are
simply not enough channels available in
the very high frequency range that most

over-the-air broadcasting stations use for

this to be possible. Cable distribution is
about the only hope of getting not onily
variety, but also local participation, into
television.

However, the FCC's restriction that
cable television hates most—that it may not
import signals from distant places into
America's moo largest cities—still remains.
Cable companies in New York may not
sell their subscribers shows from Boston
or Washington, although technically they
could do so. They must woo their sub-
scribers by offering superior reception of
the channels that are already available
locally over the air (plus, occasionally,
some original programmes). The broad-
casters' strongest argument against letting
cable television expand in these big
markets iS that this would .add insult to
injury; the cable operators pay nothing for
the programmes that they take from the
air as it is. But Congress may wipe out this
argument with a new copyright Bill. This
would specify that cable operators must
pay royalties for copyrighted works that
they re-transmit, while at the same time
being freed from many of the restrictions
about the importation of distant signals.



BROADCASTING, March 9, 1970

House hearings to start
on telecommunications
The House Subcommittee on Executive

and Legislative Reorganization begins
two days of hearings today (March 9)
on President Nixon's reorganization
plan for telecommunications.
No witness list was available late

last week, but the most important testi-
mony will presumably come from ad-

ministration spokesmen and from Rep-

resentative Cornelius J. Gallagher (D-

N. J.), who filed a disapproval resolu-

tion to the reorganization plan (BROAD-
CASTING, Feb. 23).

Representative Gallagher, a member

of the subcommittee's parent Govern-

ment Operations Committee, filed the

resolution as a "technical step" designed

to insure that the proposed new tele-

communications office in the executive

branch would pledge special attention

to two issues: computer privacy and al-

leged discrimination against the legisla-

tive branch (as opposed to the execu-

tive) in the use of free telephone serv-

ice.
The New Jersey Democrat otherwise

supported the reorganization plan and

said it would create a "vitally needed"

new office.
The Nixon plan would create a new

Office of Telecommunications Policy

in the White House. The office would

take on the duties now assigned to the

director of telecommunications in the

Office of Emergency Preparedness. It

would serve as the President's principal

advisor on telecommunications matters

both inside and outside the executive

branch.

THE EVENING STAR

Thursday, March 5, 1970

Cardullo Heads CSC Inc.
N.W. Cardullo has been elected presi-

dent of Cornmimications Services Corp.
Inc., newly formed Rockville company
specializing in medical services and
communications systems. He form-
erly was p 1 a nn in g officer for Com-
munications Satellite Corp. Other of-
ficers of the new company are: John
L. Miller, former director of tactical
weapon systems for Martin Marietta
Corp., vice president of marketing;
James W. Jordan, former assistant
comptroller and budget director of the
Pennsylvania Railroad, vice president
and treasurer; and William L. Parks, former technical

director of Jonker Corp., vice president of engineering.

THE WALL STREET JOURNAL,
Friday, March 6, 1970

ITT Unit Will Cut Rates
On Overseas Service April 1
NEW YORK—ITT World Communications,
subsidiary of International Telephone & Tele-

graph Corp., said it is cutting rates 15% to 20%
in record-communication services between the
U.S. and 16 European countries. The new rates
cover Telex, privately leased telegraph and
voice-data circuits.

Telex rates will drop 15% and the others
2_0%, ITT World said. The Telex rate to coun-
tries where one-minute minimum service is
available will be reduced to $2.55 a minute
from 63; and in areas where the three-minute
minimum applies, the cut will bring charges to
$7.65 from 4$9.

The new rates, effective April 1, are the re-

sult of savings made possible by the new,

high-capacity transatlantic Mediterranean
cable.

l'AiZert

Wednesday, Mardi 4, 1970

HOUSE UNIT TO HEAR
NIXON TFIFC0114 PLAN

Washington, March 3.
President Nixon's plan to re-

organize the White House Office
of Telecommunications Policy with
broader powers was set for a
hearing March 9-10 before the
House Executive and Legislative
Reorganization Subcommittee.
No major opposition to the plan

is expected to emerge, though
such opposition is considered pea-

Cardalle
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sible. Some -Congressmen re-
portedly are concerned that the
new White House group Will assert
so much authority that it should
be authorized only by legislation,
and not by Presidential reorganiza-
tion. Subcommittee chairman is
Rep. John Blatnik (D-Minn.), and
he will also take testimony on the
objection to the reorganization
filed by Rep. Cornelius Gallagher
(D-N.J.) who raised essentially
technical questions while support-
ing the primary idea of the re-
organization.

Martin Joins Comsat
John L. Martin Jr., a retired Air

Force major general, has joined Com-
munications Satellite Corp. as a special
assistant to the president. Martin re-
tired from the Air Force last Feb. 1
after nearly 30 years of service. His last
assignment was assistant for systems
acquisitions management under the com-
mander of the Air Force Systems Com-
mand at Andrews Air Force Rase.
Martin holds degrees from Polytechnic
Institute of Brooklyn and Massachusetts
Institute of Technology. Marts



March 6, 1970

To: Dr. Lyons

From: Eva Daughtrey

Attached are two copies each for the years

1963-1969 of the President's Report to Congress

on Activities and Accomplishments under the

Communications Satellite Act of 1962.

Hope these are what you had requested.

Attachments



FROM OIRECTOR OF TELECOMMUNICATIONS MANAGEMENT

TO Eva DATE; March 5th

They arrived a day early. Now you have the

latest and are up-to-date.

timmie white

Atch (2)



FROM UIRECTOR OF TELECOMMUNICATIONS MANAGEMENT
••••1,

TO: Eva DATE. March 3rd

The Report for 1969 is not yet back from the

printers. It is due in Friday of this week. How-

ever if you are in a hurry you can get two copies

from Mr. Hopkins. Mr. Hopkins was furnished

50 copies -- I'm sure he wouldn't mind. If you

are not in a rush I'll be happy to send you the '69

report as soon as we receive them.

timmie white



OPTIONAL roRni NO. 10

5010-103

UNITED STATES GOVERNMENT
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TO Dr. C. T. Whitehead
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DATE: 3 March 1970
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COMMUNICATIONS

Comsat loses
some thrust
Communications Satellite Corp., a
bright star in the space galaxy, may be
facing a double eclipse. Domestically,
the Administration appears bent on
denying Comsat any possibility of
playing a monopoly role in space com-
munications. Internationally, both for-
eign and domestic communications car-
riers seem determined to slice away
the company's majority ownership of
the International Telecommunications
Satellite Consortium (Intelsat) and ter-
minate its contract as manager of In-
telsat's operations.

Despite a rapid rise in operating rev-
enues from $2.1-million in 1065 to $47-
million in 1969, investors have reacted
queasily to the uncertainties plaguing
Comsat. The company's stock, which
once sold as high as $71 after the initial
offering in 1964 was oversubscribed at
$20, dropped to a low of $36 this year
and is currently selling in the low 40s.
Sniping. Internationally, Comsat is un-
der fire from nearly all the existing
communications establishments—both
U. S. international carriers and the
gown) mcn t- own c.c.! communications
arms of other countries. Even though
U. S. communications companies own
37% of Comsat, none controls it. Some
are openly resentful of the company's
Interference in long-term arrange-
ments between foreign and U. S. car-
riers. American Telephone & Tele-
graph Co. has even threatened by
letter to withhold support from Comsat
in international matters unless it
stopped disturbing AT&T'S relationships
with its foreign counterparts. Hostility
between Comsat and U.S. inter-
national carriers has grown ever since
the Federal Communications Commis-
sion ordered cable operators to send a
portion of their business by satellite in
order to guarantee traffic for Comsat.

Foreign carriers, particularly those
with established undersea cable sys-
tems and advanced domestic commu-
nications technologies, see Comsat as a
brash newcomer upsetting their estab-

lished operations and as a source of
U. S. pressure on their own t ele-
communication policy. Further, some
are loath to accept 1.7. S. leadership
through Comsat's position as majority
stockholder and operator of Intelsat.
The Intelsat consortium boasts 74
countries as memher-owners, now
meeting in Washington, and many
would settle for cutting Comsat's own-
ership from slightly over 50(7?. to 40ri,.
Yet another objection from foreign

countries is Comsat's role as manager-
sperator of Intelsat. Dissenters believe
Intelsat should have its own operating
and managerial organization.
Undamaged. The international fracas is
hardly likely to ruin Comsat. Even if it
accepted all the negative terms that
foreign countries are pushing, Comsat
still remains, by legislation, the chosen
U. S. instrument for all international
satellite communication. So it will still
be the "carrier's carrier" for all com-
munication relayed by Intelsat, just as
it is now. Reduced Intelsat ownership
and loss of the managerial spot would
not cut international revenues signifi-
cantly. Currently, Comsat's manage-
ment contract with Intelsat. amounts

4_1
Chairman McCormack sees Comsat's role
as 'honest broker,' in communications.

to a slim $140,000 per year, which just
about covers costs. The major injury to
Comsat would be reduced control of the
system and loss of prestige.

Comsat's domestic outlook dimmed
seriously with the President's task
force report released in late January
recommending competition in satellite
communications within U. S. bound-
aries. Washington observers expect the
FCC will go along with most of the sug-
gestions in the report. But chances are
good that the agency will take a long,
hard look before accepting the policy.
In recommending that the FCC open

up satellite communications to vir-

tually anyone capable of supporting a
system, the White House report sent
two of Comsat's biggest potential cus-
tomers for domestic service into action
to set up their own systems.
• American Telephone & Telegraph
announced it would apply for a satellite
system to augment its ground network.
Once AT&T gets involved in the space
segment, observers point out, it would
inject all the old problems of terrestrial
regulation into orbit, along with the
new complications of operating a com-
petitive space system over a monopoly
ground network. At the minimum
AT&T's entry would scotch the possi-
bility of significant revenues from
telephone services for Comsat.
• Broadcasters, the second largest po-
tential customers for satellite commu-
nications relay services, also started
moving toward their own satellite dis-
tribution system. That could divert up
to $40-million in revenues.
Clientele. Without these customers,
Comsat's domestic survival may de-
pend on serving a gaggle of smaller op-
erations—data communications, com-
munity-antenna television distri-
butors, aircraft communications, and
possibly new and untried services. That
may be tough to do. Teleprompter
Corp., a leading CATV company par-
tially owned by satellite builder
Hughes Aircraft Co., may put up its
own system, according to Chairman Ir-
ving B. Kahn. Teleprompter withdrew
an offer to buy into Comsat when the
White House released its report.
At Comsat, Chairman and Chief Ex-

Despite the setbacks,
McCormack says
'Don't count us out'

ecutive Officer James McCormack ad-
mits that recent developments at home
and abroad look like serious setbacks.
But he warns against "counting us out
too quickly." By serving a number of
customers, McCormack believes, Com-
sat will be able to take advantage of
economies inherent in large-scale oper-
ations.
A $15-million launching will put up a

satellite with five times the capacity of
a $5-million rocket, for example. With
such reasoning, Comsat will try to per-
suade the broadcasting industry to use
its system. McCormack believes that
the communications industry needs an
"honest broker" like Comsat for satel-
lite services.
But being an honest. broker com-

peting with the Bell long lines mo-
nopoly on one side and the political
swat of the broadcasting industry on
the other is a long way from Comsat's
original goal of having space all to it-
self over the U. S. The next move is up
to the rcc, which will act on appli-
cations for satellite systems this year. •

Z.)_;)
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Open Skies
For ten years now, communications

satellites have been spin ii overhead,
bouncing television, telephone and other
electronic signals from one continent to
another. But no satellite has yet been
able to relay signals from one U.S. city to
another, simply because the U.S. Gov-
ernment has been unwilling to make up
its mind who should operate a domestic
satellite; Last week, in a move that is
likely to have widespread effects on the
economics and operations of U.S. com-
munications, President Nixon took a
stand against a domestic satellite monop-
oly. Instead, in a memo to the Federal
Communications Commission, the White
House recommended an "Open Skies"
policy under which virtually anyone
could have his own domestic satellite
system as long as he had the money and
the technical expertise.

NEWSWEEK
February 2, 1970

The decision rests with the FCC,
which may vel I prove agreeable. But it
could still be tested in the courts by
an aggrieved Communications Satellite
Corp. (Comsat), which contends that it
alone was authorized by Congress to op-
erate any U.S. satellite. The White
House memo sent Comsat stock plum-
meting 6;ti points.

Although fifteen to twenty such satel-
lites can hang comfortably in U.S. air-
space without interfering with one an-
other, it is unlikely that American skies
will soon be filled up. Few organizations
can afford the minimum of $16 million
that the National Aeronautics and Space
Administration probably will have to
charge for satellite launchings, let alone
the costs of maintaining a complex com-
munications system that can run up to
$35 million a year. But to the three ma-
jor commercial television networks these
prices now look like a bargain. American
Telephone & Telegraph, which transmits
their signals from city to city through its
land lines, has raised their collective
phone bill to $65 million a year.

THE DENVER POST

With a jointly owned satellite contain-
ing thirteen or fourteen channels, the
networks figure, they could rent space
to outsiders for transmitting such signals
as wire service copy and computer data.
(Adapting a Ford Foundation plan, they
have offered to give public TV a free
ride.) Accordingly, executives at all
three networks were enthusiastic about
the President's Open Skies plan. "It is
practical, realistic," said CBS president
Frank Stanton, "and should remove the
roadblocks which have been delaying a
satellite system." One executive, in fact,
said that the networks were already hir-
ing engineers to get the job started.

A blow against Comgiat
THE Communications Satellite Corp.

(Comsat), a public-private telecommuni-
cations firm, has often been pointed to

as a model type of organization for dealing
with national public service problems.
The Nixon administration, for example, has

lately been considering a Comsat approach
(dubbed Railpax) as means of reviving es-
sential railroad passenger service between
major cities.
Yet despite growing acceptance of this ap-

proach, the White House last week issued a
policy statement encouraging the development
of commercial domestic satellite communica-
tions systems by any and all companies "to
the extent that private enterprise finds them
zeonomically and operationally feasible."
The policy statement does not preclude

Comsat from participating in the establish-
ment of such domestic systems, but it cer-
tainly dilutes Comsat's role.
Ironically. Comsat has the greatest experi-

ence and expertise in commercial telecommu-
nications service and any private firms seeking
to entur the domestic satellite market would
undoubtedly have to borrow know-how front
Comsat.

We wonder if this is what Congress envi-
sioned when it established Comsat in 1032 as a
special public firm to spearhead development
of a satellite system for worldwide telecom-
munications.
The new White House policy completely

overturns a 1968 presidential commission re-
port which proposed that a single pilcit domes-
tic satellite system be used to test the market.
Of course, the Federal Communications Com-

mission, which has the final say, does not
have to adhere to the new White House state-
ment. But it is highly unlikely that Dean Burch,
the new FCC chairman appointed by Presi-
dent Nixon last year, will oppose the adminis-
tration's position.

WE WOULD have preferred to have seen
Comsat, with its known resources and

public service orientation, given a chance to
determine in orderly fashion whether a do-
mestic satellite system was feasible.

It is difficult to see at this point how the
expected wild scramble among companies,
aimed particularly at soliciting business from
the television networks, will best serve the
public interest.



Tuesday 3/3/70

2:50 Karen Jordan, COMSAT, called. She had a couple of changes to

the biographical sketch on William Hagerty (see attached sheet)

and also a list of 15 affiliations of Dr. Hagerty's which she is

sending over.

554-6200

r.,



COMMUNICATIONS SATELLITE CORPORATION

March 3, 1970

Miss Judy Morton

Office of Dr. C. T. Whitehead

Executive Office Building

Room 110

17th & Pennsylvania Avenue, N. W.

Washington, D. C.

Dear Miss Morton:

It would seem that the attached press release on

Dr. Hagerty was prepared by the Office of Information in

connection with announcing his Presidential appointment

to the Board in August 1965 (to fill the vacancy created

by the resignation of Dr. Clark Kerr).

Dr. Hagerty is now 53 years old.

Dr. Hagerty responded to a Memorandum for Directors

(1/9/69) requesting information on current activities for

inclusion in the 1969 Proxy Statement. He has not yet re-

sponded to this year's Questionnaire for Directors.

If I can be of further assistance - for instance

getting in touch with Dr. Hagerty's office and compiling a

new biographical summary - I'll be happy to; please let me

know.

Sincerely,

Karen R. Jordan

Assistant for Shareholder Relations

Enclosures (2)

960 L'ENFANT PLAZA. SW • WASHINGTON. D.C. 20024 • TELEPHONE 202 - 554 -8000



Office of Information

Biographical Sketch of

WILLIAM WALSH HAGERTY

e)
Dr. Hagerty, 49, a native of Minnesota, is President of Drexel

Institute of Technology, Philadelphia, Pennsylvania.

He has been engaged in the teaching profession in the field of

engineering at a number of universities since 1940.

Dr. Hagerty received his Bachelor of Science in Mechanical

Engineering from the University of Minnesota in 1939; Master of Science

University of Michigan, 1943; Doctor of Philosophy, University of

Michigan, 1947. He was awarded an honorary degree of Doctor of Science
le?Gc

Pennsylvania College of Optometry, this year.

Prior to becoming President of Drexel Institute in 1963, Dr.

Hagerty was at the University of Texas from 1958 to 1963, where he was

Dean of the College of Engineering.

From 1955 to 1958, he was Dean of the School of Engineering,

Director of the Engineering Experiment Station and Professor of

Mechanical Engineering at the University of Delaware.

He also was Professor of Engineering Mechanics at the University

of Michigan, where he served from 1942-1955; Instructor in Mechanical

Engineering, University of Cincinnati, 1941-1942; Instructor in

Mechanical Engineering, Villanova University, 1940-1941.

Dr. Hagerty has performed consultant work for numerous companies

in the fields of fluid mechanics, thermodynamics and heat transfer.

Before entering the teaching profession, he worked five years for

the Great Lakes Pipe Line Company and the United States Gypsum Company.
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He is the author of numerous papers in technical fields and

engineering education, and a member of a number of fraternities and

honorary engineering societies, including Sigma Xi, Pi Tau Sigma, Phi

Kappa Phi, Tau Bett Pi and Sigma Gamma Tau.

Dr. Hagerty was born in Holyoke, Minnesota, June 10, 1916. He

and Mrs. Hagerty have two sons and one daughter, and live in Berwyn,

Pennsylvania, Dr. Hagerty's mother and three married sisters all

reside in Minnesota. His father is deceased.

###



COMMUNICATIONS SATELLITE CORPORATION

Office of the Secretary

January 9, 1969

MEMORANDUM FOR DIRECTORS

In connection with the preparation of material

for this year's Annual meeting of Shareholders, it

would be appreciated if you would list in the space

below (i) those corporations (other than COMSAT) of

which you serve as a director or officer, and (ii)

other notable civic, business or academic activities

in which you may currently be participating.

Kindly return this sheet, with your name shown

at the bottom, either in the enclosed stamped reply,

envelope or to us directly when you attend the Board

Meeting on January 17.

United States Coast Guard Academy, Chairman Advisory Committee
Central-Penn National Bank of Philadelphia, Board of Directors
Chamber of Commerce of Greater Philadelphia, Board of Governors of

Commerce and Industry Council
.Commission on Engineering Education, Director
Commission on Presidential Scholars, Selection Committee
Communications Satellite Corporation, Board of Directors
Jefferson Medical College and Medical Center, Board of Trustees
Martin Marietta Corporation, Board of Directors
.National Aeronautics and Space Administration, Consultant to Administrator
National Science Board, Board of Directors
Philadelphia Commission on Higher Education, Vice President
Philadelphia Electric Company, Board of Directors
Southeastern Pennsylvania Development Fund, Chairman
West Philadelphia Corporation, Vice President
University City Science Center, Executive Committee
WHYY-TV, Board of Directors

Naine
4
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January 16, 1969

Date

"7

aid
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Monday 3/2/70

3:15 General McCormack called Dr. Hagerty. Hagerty

Is out of the country (In the Carribean) this week -- they

expect him back next Tuesday. He will get In touch

with him then.

Also wanted you to know he had underestimated his age.

He Is 53 — 54 In June.
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Pepatintrut of e:ijurAire
pashinstan

MEMORANDUM FOR DR. CLAY T. WHITEHEAD

Staff Assistant, Office of the President

Re: Domestic Communications Satellite Program

This supplements my letter to you of today's date

on the above subject.

We think it advisable to call to your attention a

preliminary question not mentioned in your memorandum of

November 7, but necessarily raised by any proposal for a

domestic communications satellite program which does not

involve seeking additional legislation. Since the pros-

pective operators of communications satellite systems would

not have the facilities for launching their satellites, you

have informed us that it is the premise of all proposals

for commercial domestic satellite communications systems

that the National Aeronautics and Space Administration

would be able to offer launch facilities and services to

the operators of such systems on a reimbursable basis.

There is some doubt whether NASA presently possesses such

authority.

The Comsat Act specifically directs NASA to furnish

satellite launching and associated services on a reimburs-

able basis to Communications Satellite Corp. ("Comsat"),

the corporation chartered under that act. However, the act

does not provide authority for furnishing such services to

any other operator of a satellite communications system.

NASA contends that such authority may be found in

NASA's basic legislation, the National Aeronautics and Space

Act of 1958 ("Space Act"), 42 U.S.C. 2451-76. Section 203

of the Space Act, 42 U.S.C. 2473, provides, in relevant part:

4



"(a) The Administration, in order to carry
out the purpose of this act, shall -

"(1) plan, direct, and conduct aeronautical
and space activities;

*

"(b) In the performance of its functions
the Administration is authorized -

"(5) * * * to enter into and perform such
contracts, leases, cooperative agreements, or
other transactions as may be necessary in the
conduct of its work and on such terms as it
may deem appropriate * * *.

"(6) to use, with their consent, the services,
equipment, personnel, and facilities of Federal
and other agencies with or without reimbursement,
and on a similar basis to cooperate with other
public and private agencies and instrumentalities
in the use of services, equipment, and facilities.
* * *.fl

There is no question that the quoted authority in
section 203(b) authorizes NASA, under certain circumstances,
to launch satellites on a reimbursable basis for private
corporations. This has been done, notably in the instance
of the Telstar satellite launched for AT&T, and we are not
aware that the legality of NASA's action has ever been
challenged. However, Telstar was an experimental satellite,
and there is a question whether NASA's authority to supply
launch and associated services to private firms is not lim-
ited to situations in which the launch or operation,of the
satellite is for scientific purposes.



This question derives from the Space Act's definition
of the term "aeronautical and space activities." Section 103
of the Space Act reads as follows:

"As used in this act -

"(1) the term 'aeronautical and space activities'
means (A) research into, and the solution of, prob-
lems of flight within and outside the earth's atmo-
sphere, (B) the development, construction, testing,
and operation for research purposes of aeronautical
and space vehicles, and (C) such other activities as
may be required for the exploration of space; and

"(2) the term 'aeronautical and space vehicles'
means aircraft, missiles, satellites, and other
space vehicles, manned and unmanned, together with
related equipment, devices, components, and parts."

It has been argued, in particular, by Comsat, that this
definition limits NASA's authority under section 203 to
activities related to research and development, so that fur-
nishing launch services for a commercial satellite system
would not be within NASA's authority.

In April 1969 this Office considered this problem in
connection with a proposal that NASA provide launch services
on a reimbursable basis for a domestic communications satel-
lite for the Government of Canada. At that time NASA sub-
mitted to us a memorandum taking the position that NASA could
provide launch services to either foreign governments or
private interests for either experimental or operational
satellite systems. Comsat argued that NASA lacked author-
ity to furnish the services. We upheld Nasa's authority
to furnish the launch services to Canada on the basis of
those provisions of the Space Act, §§ 102(c)(7), 205, 42
U.S.C. 2451(c)(7), 2475, relating particularly to inter-
national cooperation. Letter of April 29, 1969 from myself
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to the Legal Adviser of the State Department. We did not
reach, therefore, the question whether NASA could provide

such launch services to private interests.

As a legal matter the question appears to us a fairly
close one. On the one hand, if one assumes that NASA's
authority is limited to carrying on "aeronautical and space
activities" within the literal definition of section 103,
the making available of launch and associated services to
operators of a domestic communications satellite system
does not appear to be within the scope of such authority.
Even if one were to argue that there would be scientific
value in additional satellite launches, it appears to be
the essence of the proposal you are considering that NASA
would offer its services to any and all system operators
approved by the FCC without any determination of the
scientific value of their satellite or their system.

On the other hand, we recognize that a plausible case
can be made for NASA's authority. The definition of "aero-
nautical and space activities" in section 103 was added to
the 1958 legislation in Senate-House conference. The con-
ference report throws some light on what the conferees had

in mind:

"The purpose is to make clear that the act is
concerned primarily with research, development, and
exploration. The use of the word 'activities' is
intended to be broad in the area of outer space be-
cause no one can predict with certainty what future
requirements may be.

"It is not the intention of Congress, however,
to construe activities so broadly as to include such

- 4 -



things as the operation of commercial airlines,

the control of air traffic, the fixing of air-

worthiness standards, the setting of air fares,

or the assigning of certificates of public con-

venience and necessity. Whether, in time, the

new Administration will run a regular transport

route to another planet or to the moon is not a

matter of current concern. But the term 'activ-

ities' should be construed broadly enough to

enable the Administration and the Department of

Defense, in their respective fields, to carry

on a wide spectrum of activities which relate

to the successful use of outer space. These

activities would include scientific discovery

and research not directly related to travel in

outer space but utilizing outer space, and the

development of resources which may be discovered

in outer space." 1958 U.S. Code Cong. & Adm.

News 3192.

It is perhaps significant that the examples cited of activi-

ties excluded from NASA's responsibility by section 103 all

involve regulatory authority and most would duplicate the

responsibility of other agencies. They seem easily distin-

guishable from the provision of launch services. Furthermore,

launch services could certainly be interpreted as within "a

wide spectrum of activities which relate to the successful use

of outer space," and might reasonably be regarded as part of

"the development of resources which may be discovered in outer

space," if we read "resources" to include the potentiality for

using outer space for transmitting communications.

Moreover, a too literal interpretation of "aeronautical

and space activities" may create difficulties elsewhere in the

Space Act. Thus, section 102(c)(7) provides that the "aeronau-

tical and space activities of the United States shall be con-

ducted so as to contribute materially to * * * cooperation by

the United States with other nations * * * in work done pursu-

ant to this act and in the peaceful application of the results

thereof." If NASA is limited to aeronautical and space activi-

ties, as narrowly defined, it would be unable to cooperate in

the peaceful application of the results of such activities.



Evidently, to give effect to section 102(c)(7), one must

interpret the term "activities," at least as applied to

that subparagraph, to include the application of the re-

sults of research, etc., and we so construed it in our

April 29 letter.

The other legislative history which has been cited

for and against NASA's claimed authority in this area does

not appear to us to resolve the question. In 1962 testi-

mony on the Comsat legislation, Dr. Dryden, Deputy Admin-

istrator of NASA, indicated that if the legislation were

passed, NASA would not launch an operating communications

satellite for any private firm other than Comsat, but his

testimony, considered as a whole, cannot be read as assert-

ing that NASA lacked legal authority to do so.1/ Somewhat

more significant, perhaps, was a colloquy between Dr. Dryden

and Senator Pastore at a hearing held in 1963 after the

passage of the Comsat legislation:

Sen. Pastore: "I am making a distinction between

firing a satellite for experimental purposes, and

that is what Telstar is, against the fact that we

have created a private corporation, to engage in

a commercial business of telephony and video and

what have you, insofar as commercial use of a

satellite.

"Now, I quite agree that the NASA had the right

to charge and to allow A.T.&T. to shoot up an ex-

perimental satellite. * * * But it certainly

hasn't got the power to grant A.T.&T. the right to

shoot up a satellite and use it for commercial pur-

poses and make a charge for it, without an act of

Congress."

Dr. Dryden: "That is right."2/

1/ "Communications Satellite Act of 1962," Hearings before

the Senate Foreign Relations Committee, 87th Cong., 2d Sess.,

262-66.

2/ "Satellite Communications," Hearing before a subcommittee

of the Senate Commerce Committee, 88th Cong., 1st Sess., 67.

It might be noted that Senator Pastore was Chairman of the

Subcommittee on Communications and had been one of the leading

supporters of the Administration's Comsat bill in 1962.



NASA has explained this colloquy as relating not to

NASA's lack of authority to launch an operational satellite,

but to "the lack of authority * * * in the other corporation

to operate a commercial satellite system in competition with

Comsat, because of the exclusive right Comsat had been given,

under the Comsat Act, to establish and operate the global

commercial communications satellite system."3/ This does not

appear to us to be the most natural reading of the colloquy,

but it must be recognized that exchanges such as this tend to

be somewhat imprecise. What is significant is that, for what-

ever reason, both Dr. Dryden and Senator Pastore appeared to

assume that any launch of a communications satellite other

than on an experimental basis for a commercial user other than

Comsat would require new legislation.

We see no need at this time to take a. definite position

regarding NASA's launch authority. The question seems fairly

open to dispute, and it would not be appropriate for us to

decide it without giving NASA and any other interested agen-

cies a chance to present their views. An actual dispute has

not arisen, and it is not entirely clear in what context one

might arise. Comsat will probably question NASA's right to

provide launch services, as it did at the time of the Canadian

satellite proposal. .However, it is extremely doubtful that

Comsat would have standing to challenge NASA's authority in

court. Alabama Power Co. v. Ickes, 302 U.S. 464, 479-81 (1938);

Kansas City Power & Light Co. v. McKay, 225 F. 2d 924 (C.A. D.C.

1955), cert. denied, 350 U.S. 884 (1955).

Within the Government the feasibility of NASA's offer-

ing launch services would depend on the General Accounting

Office's permitting NASA to credit reimbursements for launch

services from satellite operators to its appropriation

account, rather than to cover them into the Treasury as mis-

cellaneous receipts, 31 U.S.C. 484; see 10 Comp. Gen. 510

(1931); 34 Comp. Gen. 577 (1955). Obviously, if such pay-

ments were not credited to. NASA's appropriation, NASA would

have to budget separately for anticipated costs of furnishing

launching services. NASA informs us that GAO has in the past

3/ NASA's Memorandum of Law dated March 5, 1969,.p. 21.
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permitted reimbursement for services rendered in connection

with Telstar and other similar projects to be credited to

the NASA appropriation. Conceivably, GAO might regard the

question of the treatment of the reimbursed funds as hinging

on NASA's authority to furnish the services. However, NASA

informs us that it anticipates no difficulty from GAO on

this score.

Since NASA concludes that it has the necessary author-

ity and is prepared to proceed on that basis, there does not

appear to be any occasion for an opinion from this Office at

this time.

et-

William H. Re A.uis
Assistant Attorney General
Office of Legal Counsel
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ASSISTANT ArroversEr asntotAt.

pepartmeitt of In5tire
giztoinstou

Dr. Clay T. Whitehead

Staff Assistant

Office of the President

The White House

Washington, D. C. 20501

Dear Dr. Whitehead:

This is in response to your memorandum of November

7, 1969, requesting our views on certain legal questions

arising in connection with your consideration of the

domestic satellite issue.

The questions in your memorandum were divided into

eleven categories. Those in paragraphs 9, 10, and 11 were

referred to the Antitrust Division, which has replied to

you directly. The questions in paragraphs 3 through 8,

inclusive, appear to relate exclusively to the authority

and responsibilities of the Federal Communications Commis-

sion under the Communications Act of 1934, 47 U.S.C. 151-

609. We have no special familiarity with this statute,

and we do not believe that we can offer any helpful com-

ment on the questions contained in paragraphs 3 through 8.

We shall, therefore, limit our discussion to the ques-

tions in the first two paragraphs, which deal primarily with

the effect of the Communications Satellite Act of 1962 (the

"Comsat Act"), 47 U.S.C. 701-44, on the domestic satellite

issue.

Applicability of the Comsat Act 

Your questions subsumed in paragraph one may be summed

up as follows: Does the Federal Communications Commission

have authority to license a domestic communications satellite

system operated by an entity other than Comsat notwithstand-

ing the provisions of the Comsat Act? We believe that the

Commission does possess such authority.



There is no serious question that, apart from whatever
may have been the effect of the Comsat Act, a domestic com-
munications satellite system would fall squarely within the
jurisdiction of the FCC under the Communications Act of 1934.
"Radio communication" is defined by section 3(b) of the
Communications Act, 47 U.S.C. 153(b), to mean "the transmis-
sion by radio of writing, signs, signals, pictures, and sounds
of all kinds, including all * * * services * * * incidental to
such transmission." Section 301 of the Act, 47 U.S.C. 301,
provides that no person shall operate any apparatus for the
transmission of energy or communications or signals by radio
except in accordance with the Act and with a license granted

by the Commission.1/ At the time the Comsat bill was before
Congress, it was generally understood that the FCC already had
jurisdiction of satellite communications./ The question,
therefore, is whether the Comsat Act precludes the FCC from
licensing domestic communications satellite.systems, either
by granting Comsat exclusive rights or by reserving to
Congress the right to provide for future systems by legisla-

tion.

Section 102(d) of the Comsat Act, 47 U.S.C. 701(d),

provides:

"It is not the intent of Congress by this
Act to preclude the use of the communications
satellite system for domestic communication
services where consistent with the provisions
of this Act nor to preclude the creation of
additional communications satellite systems,
if required to meet unique governmental needs
or if otherwise required in the national

interest."

1/ Section 301 might conceivably be inapplicable to certain

radio communications wholly within a State, see § 301(d), but

it would seem clearly to apply to any radio communication via
satellite, even where both ground stations were within a single

State. See California Intdrstate Telephone Co. v. F.C.C., 328
F. 2d 556, 560 (C.A. D.C. 1964).

2/ See testimony of Chairman Minow, "Communications Satellite

Act of 1962," Hearings before the Senate Foreign Relations
Committee, 87th Cong., 2d Sess., 81-82; letter from Assistant
Attorney General Katzenbach, "Communications Satellite Legis-
lation," Hearings before the Senate Committee on Aeronautical

and Space Sciences, 87th Cong., 2d Sess., 408.



This demonstrates that Congress did not intend by the

Act to rule out either (1) use of the Comsat system for

domestic services or (2) the creation of additional systems

"to meet unique governmental needs or if otherwise required

in the national interest." The question of the use of the

Comsat system for domestic services will be considered below

in connection with the questions raised by paragraph two of

your memorandum.

It may be assumed that the establishment of commercial

domestic communications satellite systems independent of the

Comsat system cannot be justified on the basis of "unique

governmental needs." Nevertheless, such systems would be

permitted if "required in the national interest." While the

legislative history of the Comsat Act indicates that the

Administration officials supporting the bill doubted whether

additional commercial systems would be economically and tech-

nically feasible, it also demonstrates that such systems were

not to be precluded../ In particular, Senator Church, in in-

troducing an amendment, acceptable to the Administration,

which added language conforming section 201(a)(6) to section

102(d), emphasized that "alternative systems" could be estab-

lished in the national interest "under private or public

management." 108 Cong. Rec. 16362.

Bearing in mind the general principles that Government

grants must be strictly construed, United States v. Michigan,

190 U.S. 379, 401 (1903), and that a franchise to function as

3/ When asked whether section 102(d) precluded a monopoly,

Assistant Attorney General Katzenbach replied:

"No, Senator, I don't think it precludes monopoly. The

intention of that, obviously, was to allow for the ADVENT pro-

gram, for example, by the Government. We did not preclude

other systems, the possibility of other systems, simply because

this is a new and developing art.
"Frankly, with the capacity that satellites have, I cannot

see why there would be a competing system. I don't think the

statute permitting another system to be created, if it is found

to be in the public interest, is in any sense a guarantee that

that system is going to be created."

Hearings before Senate Committee on Aeronautical and Space

Sciences, 22. cit., supra note 2-, pp. 401-02.
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a public utility does not create a right to be free of compe-
tition, in the absence of a specific provision to that effect,
Charles River Bridge v. Warren Bridge, 11 Pet. 420, 548-49
(1837); Tennessee Power Co. v. T.V.A., 306 U.S. 118, 139 (1939),
we think it clear that the Comsat Act does not preclude subse-
quent Government action to authorize commercial domestic com-
munications satellite systems.

It might nevertheless be argued that while section 102(d)
preserves Congress' right to authorize additional satellite
systems, Congress did not intend to permit such systems to be
set up in the absence of new legislation.

No provision of the Comsat Act explicitly deprives the
FCC of its preexisting authority to license operators of do-
mestic satellite communications systems. The legislative
history is not entirely clear, but this is understandable,
since, as we have previously pointed out, the establishment
of any additional commercial system was considered extremely
unlikely in the foreseeable future. Thus, most of the dis-
cussion of the Church amendment was directed at the possi-
bility of the Government establishing another system. (This
amendment added the words "or if otherwise required in the
national interest" to section 201(a)(6) in order to conform
that provision to section 102(d).) Senator Church was
asked by Senator Douglas whether his amendment would autho-
rize the establishment of additional systems or whether
further legislation would be necessary. Senator Church's
reply was that "it would depend on the circumstances. It
might be necessary to come back for additional authorization.
It might not, depending upon the type of system proposed."
108 Cong. Rec. 16364. The general sense of the debate on
this point was that while it was expected that creation of
a satellite communications system by the Government would
probably require legislation, at least appropriations, it
was not the intent of the Comsat Act to impose a requirement
for such legislation. In other words, preexisting authority
to establish such systems was left unchanged.

Additional support for this conclusion may be found in
the history of section 102(d). In the Comsat bill as reported
from the House Commerce Committee section 102(d) read as
follows:
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"It is not the intent of Congress by this Act
to preclude the creation of additional communica-

tions satellite systems, if required to meet
unique governmental needs or if otherwise required

in the national interest."

This section was amended on the floor on the motion of Con-

gressman Harris to provide:

"The Congress reserves to itself the right to

provide for additional communications satellite

systems if required to meet unique governmental

needs or if otherwise required in the national

interest."

In the Senate this provision was put in its present form.

While it is by no means clear that what Congressman Harris had

in mind was to provide that additional systems could be created

only by legislation,/ or that the Senate's purpose in changing

the language back again was to rebut such an implication, it

seems a reasonable inference that section 102(d) was intended

to leave existing law and existing authority unchanged./

Therefore, it is our view that the Comsat Act does not

preclude the FCC from authorizing the construction and opera-

tion of a domestic communications satellite system pursuant

to its authority under the Communications Act of 1934.

Authority of Comsat 

The question of Comsat's authority to supply domestic

communications services really breaks down into two parts.

May Comsat supply such services as part of the satellite

4/ His explanation of his amendment was that "we should take

a positive rather than a negative approach." 108 Cong. Rec.

7523.

5/ It might also be argued that to interpret section 102(d)

as merely preserving the Government's right to establish or
authorize additional systems under new legislation would de-

prive that provision of any effect, since Congress in section

301 reserves the right to repeal, alter or amend any part of

the act. However, it does not seem particularly improbable

that Congress would desire to emphasize the nonexclusive na-

ture of Comsat's authority, even at the risk of being redun-

dant.
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system authorized by the Comsat Act? May Comsat supply such

services as part of a separate system author
ized under the

Communications Act of 1934?

Section 305(a) of the Comsat Act, 47 U.S.C. 73
5(a),

authorizes Comsat to operate "a commercial communica
tions

satellite system." The use of the singular form to describe

Comsat's operation is consistent throughout the
 act and ap-

pears to be deliberate, particularly in the li
ght of section

102(d), which refers to both the use of the Comsa
t system

for domestic services and the possible creatio
n of additional

systems. The powers of Comsat, as set forth in Article III

of its articles of incorporation, are all to be ex
ercised "to

further and carry out the purposes and achieve th
e objectives

of the Satellite Act," and these powers relate to 
the opera-

tion of a "commercial communications satellite system
."

Comsat does not, in our view, have the general po
wers pos-

sessed by ordinary business corporations, but onl
y such

powers as are authorized by the Comsat Act, under 
which it

was organized. Thus, we doubt that Comsat has corporate

capacity to operate a communications satellite 
system other

than the system provided for in the Comsat Act.

But this is not to say that Comsat may not f
urnish

domestic services. Indeed, section 102(d) specifically con-

templates the possibility that the Comsat s
ystem may be used

for domestic communication services. It appears, therefore,

that there is some legal significance attached
 to the dis-

tinction between furnishing domestic service
 as part of the

Comsat system and furnishing such service under
 a separate

system.

However, it is not at all clear from the Comsat Act
what the factual basis for the distinction is. While "com-

munications satellite systemn is a defined term
 (§ 103(1)),

the definition is not helpful in determining w
hen a part of

the main system is sufficiently distinct to be 
considered a

separate system. Indeed, when it is recalled that the

framers of the legislation doubted the feasibilit
y of other

commercial communications satellite systems in 
the foresee-

able future, and that the section 102(d) refere
nce to addi-

tional systems was largely intended to provide fo
r unfore-

seen possibilities,../ it seems likely that the di
stinction

6/ See note 3, supra.
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between the Comsat system and other systems lies not in

their physical or technological integrity, but simply in

the authority under which they are established. On this
reading, then, whatever Comsat operates is the Comsat sys-

tem, and the fact that Comsat has no authority to operate
a domestic system under the Communications Act would have

no real significance.

We suggest this last merely as a hypothesis. We are,
as you know, quite unfamiliar with the technological aspects

of this problem and do not believe that we can determine at

this time where the line is to be drawn between the Comsat

system and additional systems. We conclude merely that

Comsat appears to be authorized to furnish domestic services

within its system, as that system is defined and authorized

by the Comsat Act; we doubt Comsat's authority to furnish

such services under the Communications Act.

This brings us to the "conflict of interest" problem

you suggest in paragraph 2(b). We assume that what you have

in mind is that if Comsat enters domestic service, it would
probably or necessarily be competing with the terrestrial
systems of those common carriers who are holders of Comsat's
Class II common stock and under section 303(a) of the Comsat
Act are entitled to elect six of the fifteen members of
Comsat's board of directors.

Such a conflict of interest situation would presumably

create certain practical problems, but present statutes ap-

pear to give the FCC adequate power to deal with them. Sec-

tion 401 of the Comsat Act, 47 U.S.C. 741, declares that

Comsat is a common carrier within the meaning of the Commun-
ications Act of 19'34. As such, Comsat is presently subject

to section 212 of the Communications Act, which provides that

no person may hold the position of officer or director of
more than one carrier subject to the Communications Act with-

out the approval of the Commission. Sections 8 and 10 of the
Clayton Act, 15 U.S.C. 19, 20, also contain certain prohibi-
tions against interlocking directorates, which are enforced,

in the case of communications common carriers, by the FCC,
15 U.S.C. 21(a). Furthermore, under the Comsat Act, § 304(b),
(f), the FCC has authority to approve the ownership of Comsat
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stock by particular carriers and to require the transfer of

stock from one carrier to another. Thus, the FCC has ample

statutory authority to deal with whatever conflict of inter-

est situations might arise from Comsat's entry into domestic

service.

Of course, the competitive impact of Comsat's domestic

service might conceivably be such as to make it impossible

to avoid a conflict of interest situation while retaining

the present level of carrier investment in Comsat, but we

are unable to comment on the likelihood of such a situation

or what measures might be taken to deal with it.

We have examined the draft memorandum of December 20.

We are not sufficiently familiar with the subject matter to

comment on the policy considerations involved or on the

legal questions except to the extent that we have done so

above.

Sincerely,

‘i /1e(LA,e4x ,
William H. Rehnquist

Assistant Attorney General

Office of Legal Counsel

,<#1
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" ASSISTANT ATTORNEY GENERAL

ANTITRUST DIVISION

pepartuteut vf ntii

glaohin.stott, a3.0.17. 20530

Dr. Clay T. Whitehead
Staff Assistant
Office of the President
The White House
Washington, D. C.

Dear Dr. Whitehead:

DEC 1 8 1969

The Office of Legal Counsel has asked that the Anti-
trust Division respond to three of the legal questions
on domestic satellites contained in your letter of November 3,
1969 to Mr. Rehnquist. These are question 9 (relating to inter-
connection), question 10 (concerning access for competitors
to a network-controlled satellite), and question 11 (con-
cerning noncompensatory pricing). Question 10 is primarily
one of antitrust policy, while question 11 has some antitrust
issues; on the other hand, question 9 (which does raise
some competitive issues) is basically a question arising
under the Communications Act of 1934, and therefore we
can claim no particular expertise with respect to it.

We understand that the Office of Legal Counsel will
respond to the remaining questions in your letter.

9. Interconnection 

Under the 1934 Act (or the 1962 Act, if applicable)
does the FCC have jurisdiction and authority to (a)
regulate the terms of leasing and interconnection
arrangements between an existing communications common
carrier and either a communications common carrier
utilizing satellites or a non-common carrier utilizing
satellites; or (b) require that an existing communi-
cations common carrier furnish facilities sought by
a communications common carrier utilizing satellites
or a non-common carrier utilizing satellites?



S

(a) Interconnection with common carrier systems.
At conthiön could not be
required to link or connect its facilities with those of
another, and as an obvious corollary had no compellable
obligation to furnish another common carrier facilities. 1/
Section 201(a) of the Communications Act of 1934 (47 U.SX.
§201(a)) purported to change this. That section imposed
first, a duty upon the communications common carrier to
furnish service upon reasonable request. 2/ Additionally,
the plain language of the section granted-the Commission
power to compel a carrier "to establish physical connections
with other carriers, to establish through routes and charges,
and to establish and provide facilities and regulations for
operating such through routes."

The Commission, however, has placed a somewhat
restrictive gloss on this statutory provision. When a
carrier interconnects by leasing plant and facilities
to another so that the second carrier may provide a
particular service or facility to its customers, the
terms applicable to the transaction are usually set forth
in a contract between the carriers. The Cowmission has
taken the position that it has no general authority to
modify, rescind, or in any other manner, regulate the
terms of these contracts or require that one carrier furnish
the facilities sought by Wfiother carrier 3/, because ". . .

1/ See, e.g., Atchi§.2n.1_12221sa & Santa Fe
Venver & New co., /TO U.S. 60
T51.677-ROTTITaTcrn Befr-Tele h. Co., 214
7270-1D4. 237-(r02); Home Teep Co.. Peo
& Tele.g. Co. 125 Tenn. 84

R.R. Co. v.
76-0-(M84);
Iowa 1100,
les Tele h.

I-
. 1)

2/ See, e.g., Coastal Auto Parts, Inc . , F .0 .0 Dkt.
To. 18706, Memorara OTn.nWO-Fda-', October 27,
1969.

3/ It should be noted that the 1956 antitrust consent
Uecree entered against AT&T imposed the obligation upon
the Bell System to furnish leased facilities to Western
Union. United States v. Western Electric, CCH 1956
Trade CaTa-70-87=6-(S.D:a.Y. 1956), para. XVII(c).
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the provision of facilities by one common carrier to another
common carrier has not been regarded as a common carrier
undertaking." 4/

To remedy this lapse, the Commission has asked Congress
to make the provision of facilities by one carrier to
another carrier a matter of explicit regulatory jurisdic-
tion fully subject to Title II of the 1934 Act. Furthermore,
the Commission has requested authority to require this
service IS the public convenience and necessity would be
served.

The authority being sought in the bill is . . .
needed in order to avoid situations where there
would have to be waoteful duplication of facili-
ties in order to provide the needed service. 5/

No such general bill, however, has yet been successful.

However, when Congress enacted the Comsat Act, a
provision granting this authority to the FCC was included. 6/
Hence, the ComAssion presently has explicit authority
to compel terrestrial common carriers to furnish inter-
connection facilities to Comsat, and to supervise the
terms and conditions of the necessary intercarrier contracts.

Despite inclusion of such specific authority as to
Comsat, it is still highly probable that the above-quoted
language of Section 201(a) of the 1934 Act authorizes
the Commission to regulate and supervise common carrier

4/ Senate Report No. 1534, 87th Cong., 2d Sess. 17
71962). Compare Western Union, F.C.C. Dkt. 8963, 5
P. & F. Radio Reg7-09765T-(1951) (TV Interconnection
case).

5/ Hearings Before the House Interstate and Foreign
rommerce Committee, 88th Cong., 2d Sess. 10 (1964).

6/ 47 U.S.C.A. 5721(0(1962).
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interconnections even when they involve provision of
facilities. Thus, interconnection could be ordered with
a domestic satellite communications common carrier, whether
operated by Comsat or not.

First, the statutory language fairly plainly indicates
that such explicit authority already exists, and the
Commission's past requests for clarifying legislation are
not dispositive. 7/ Second, as a general rule, restric-
tions administratively engrafted onto basic agency
jurisdictional statutes are disfavored, 8/ and prior agency
policy rarely conclusive. 9/ Third, regulation and indeed,
compulsion, of intercarrier connection agreements are
reasonably ancillary to the regulation of the participating
common carriers, and often necessary to effect the purposes
of the 1934 Act. Finally, the Commission itself seems
to have recently abandoned its previous positions; in
its August 1969 Microwave Communicationst_In. decision,
the commission OFEWriaTE-66Election thkoVg'h provision
of facilities, stating:

We have already concluded that a grant of MCI's
proposal is in the public interest. We likewise
conclude that, absent a showing that interconnection
is not technically feasible, the issuance of an
order requiring the existing carriers to provide
loop service is in the public interest. 10/

 .sea....•ftwome.

7/ See United States v. Southwestern Cable Co., 392
U.S. 157,770-78 (00), AFFEaS5-7TUMEW-Ma. v.
Atchison To  eka & Santa e 'R. o e,3S1U.S. 397, 418
Trg .

8/ See Social Securiti. Bd. v. Nierotko 327 U.S. 358
-(1945).

9/ See FCC v. American 13:7oadcastin, Co., 347 U.S. 284
11954); SaarTabre-77--swl  & co., 323 ITX. 134 (1944).

10/ Microwave Communications Inc., 16 P. & F. Radio
17g. 7u-1037-T19619-77--
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(b) Interconnection with non-common carrier systems.
There is apparenarno clear in decisfoa-WR-fhe question
whether a communications common carrier must interconnect
with a communications non-common carrier.

"Private systems' service is in the 'gray' area
between [common carrier] and non [common carrier] service." 11/
Most state courts and state utilities commissions have
generally upheld telephone companies when they have re-
fused to interconnect with other private or semi-private
communications systems. 12/ This refusal has been most
consistent where the prOate system was offering a com-
munications service closely approximating or interchangeable
with a service provided by the telephone company. 13/ The
usual rationale has been that compelling such interconnection
would somehow invade the telephone company's property
rights or lawful franchise.

The FCC has concluded that the provisions of Title II
of the 1934 Act are "generally pertinent, since the operator
[of a private system] is in the position of a customer
or user". 14/ Section 201(a) of the 1934 Act states that
"it shall b-e" the duty of every common carrier engaged
in interstate or foreign communication by wire or radio
to furnish communication service upon reasonable request
therefor. • ."

11/ Mid-America Tele h. Co. v. Ohio Bell_Telpph. Co.,
P:U7k. 3d 247231bhio Pub.-bar-UCTEETR-0.677

12/ See generally, In re Southwestern Bell Tele h. Co.,
TO P.U.R. 3d 476 0.42571E531TMILIcT2_2_t_co., 45
P.U.R. (NS) 409 (N.Y. 1942);BWolifdi—ist-.-Ekh1Gits
v. Cincinnati & Suburban Bell-Y5T6W-t5:77T-i'.U:R7TTS)
74 3-01-6-11347T-Ohmes v. Geneial-Teli-E7-of S. W.LL 384
S.W. 2d 796 7997Taas c v. Apps. . bee ais-o Annot.,
Right apILEtlitx of Telephone Comnanies to Make or Discontinue

sical Connection of Exchanges or Liner,"-n
3 (n323-.

13/ See, e.g., State ex rel. Util. Comm'n v. Two-I:lay.
Service, 27271177.7507,-I3B-T.T7271-B55 ago).

14/ Western Union, 5 P.&F. Radio Reg. 639, 660 (1950).
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The Supreme Court has stated:

We do not think it is necessary in
determining the application of a regu-
latory statute to attempt to fit the
relationship into some common-law category.
It is sufficient to say that the relation
is one which the statute contemplates shall
be governed by reasonable regulations
initiated by the telephone company but subject
to the approval and review of the Federal
Communications Commission. 15/

In a related area, the Supreme Court has held under
the Interstate Commerce Act that the obligation of a rail-
road common carrier to provide service upon reasonable
request embraces a duty to provide service to other systems
(in the case, trucking company piggyback operations), not-
withstanding that such "person tendering traffic is a
competitor. . . ." 16/ Although the trucking companies were
common carriers, that fact apparently played little part
in the court's decision.

Hence it is probable that within accepted common
carrier precepts, the FCC has the authority to compel a .
communications common carrier to interconnect with private
communications systems upon reasonable request therefor.
Given the fact that the Domestic Satellite Service will
probably be deemed interstate commerce, such authority
should certainly suffice.

10. Access to Network-owned Satellite

If the three major television networks form a
joint venture for domestic broadcast distribution
through satellites, what would be the obligation of
such a joint venture to supply satellite channels
to others in the trade--including either a fourth
network or a CATV network, or for one-time broadcasts--
assuming (a) that excess system capacity exists or
(b) that system capacity is fully utilized by the
joint venture participants?

15/ Ambassador,  Inc. v. United States, 325 U.S. 317, 326
(1945).

16/ American Trucking Assoc. v. Atchison To eka & Santa Fe
IOC Co., 367—u.s. 39"t, 407 (196i).
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The question of access to an existing joint venture
presupposes the affirmative resolution of an important
initial inquiry in antitrust joint venture analysis;--
Is the establishment of the jointly-sponsored facility
justified under the circumstances, or should creation of
such facilities be left to the efforts of individual
competitors? Joint business ventures, planned and operated
by normally competing entities, are uniquely susceptible
to misuse which adversely affects competition. They may
eliminate or dampen actual or potential competition between
their sponsors or with others. Also, if a joint venture
is technically or otherwise necessary, it may still be
unduly anticompetitive if the facility is competitively
significant and competitors of the joint venturers are
denied fair access to it.

A joint venture may be necessary if the facility is
to be created at all. The facility or system may be
intrinsically unitary on account of economies of scale,
or for other structural reasons. In addition, a joint
venture among competing entities may be acceptable or
desirable where--because of limited demand factors,
developing and volatile technologies, and massive costs
of formation--individual initiative at a given time simply
will not provide the facility or system which is desirable
or even essential. This sort of analysis would appear to
justify the use of a joint venture approach for broadcast
distribution by domestic satellites at this stage in
satellite development.

However, future circumstances may not justify such
a joint venture approach as to future systems. Conditions
that now prevail may well change, so that the type of
joint venture now contemplated will have to be reassessed
as subsequent broadcast satellite systems are proposed.

If a joint venture is appropriate, it must be estab-
lished and operated in a fashion that affords fair oppor-
tunity for access or participation by those in the trade
(including at least broadcasters and CATV operators).
The problems of such participation or access are,however,
somewhat different depending on whether one assumes excess
capacity in the system.

7



(a) The Excess Qpacitv Situation. Here, it is assumed
that the tETZTEETaFte evasion networks propose to form a
joint venture for domestic broadcast distribution through
satellite(s) and the necessary related earth components.
The legal form of the joint venture is not analytically
important, but is assumed to be e separate corporation,
with stock ownership and control divided among the joint
venture participants in proportion to their capital sub-
scriptions. It is here assumed that the space segmdnt of
the broadcast system consists of at least one satellite
with a given channel capacity (e.g., a satellite dedicated
to video broadcasting with a broadcast capacity of 24 video
channels), and that the earth segment of the system consists
of ground stations owned by the joint venture, by individual
networks, or by local network affiliates. It is also here
assumed that sufficient system capacity always exists to
satisfy the requirements of the networks and anyone else
desiring to participate. It is recognized that, depending
upon demand for channels, this excess capacity situation -
either on the satellite or the ground stations - might or
might not exist or continue. The question here is whether,
and on what terms, the joint venturers would have an
obligation to make excess channel capacity available to
other broadcasters.

Antitrust gene:ally prohibits competitors in a given
market from combining to exclude other actual or potential

competitors from that market - a principle specifically
applicable to joint business ventures formed by competi-
tors. Associated Press v. United States, 326 U.S. 1 (1945).
However, when that jogit arrange CTitself legal, either
because it is a natural monopoly or otherwise, then another
antitrust rule comes into play: This requires a group of
competitors controlling an essential resource or facility
to provide access to it, on equal and nondiscriminatory
terms, to all those who compete in the trade. United States
v. Terminal R.R. Association, 224 U.S. 383 (19l2); Associated 
Press v. United States, 3-26-U.S. 1 (1945). 17/ The reason

.....•••••••••••••••••••••••••••.•

17/ This principle of equal and nondiscriminatory access to an
essential resource or facility controlled by some, but not all,
competitors in a given field, has been applied often to require
access to markets or exchanges where such access is a prerequisite
to effective competition. Gamco_,... Inc. v. Providence Fruit and
Produce iqsla., 194 F. 2d 484 TIst Cir. 1937), certiorari denied,
747b.g7-8a7 (1952) (a produce exchange building); American
Federation of Tobacco Growers v. Neal, 183 F. 2d 8074TE-bir.
ITS-0757577615-a-aMIT61); United States v. New En,land Fish Exphan,
258 Fed. 732 (D.Mass. 1919)-(aTlia—EaTket); ánd United States v.
ILly_22.11 Spon sdu Exchange, 142 F.2d 125 (5th Cir. 19Z4) (a sponge
iffa-rket).
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for the rule is to prevent control of the resource from being
used to suppress competition in markets in which the joint
ventures operate. In its 1963 opinion in Silver v. New York

Stock Exchange, 373 U.S. 341, a situation involving denial of

private wire communications access to the nation's major
securities exchange, the Supreme Court observed in a footnote

that:

A valuable service germane to petitioner's
business and important to their effective
competition with others was withheld from
them by collective action. That is enough
to create a violation of the Sherman Act. 18/

MI.1%••.1

It appears that significant economies are likely to
result from the use of a domestic satellite system for tele-
vision broadcast distribution. This means that the satellite
system would be an essential resource to those engaged in
offering television progranuning to the public, either over
the air or via cable. Accordingly, antitrust would require

that non-discriminatory access to system capacity be made
available to competing networks, video broadcasters and CATV
operators. Such access would be provided to all on the same

or equivalent terms (whether for continuous channel capacity

or off-peak capacity). 19/

In making excess satellite capacity available to compet-

ing networks, video broadcasters and CATV operators, the joint

venturers should be able to require (i) pro-rata investment

or (ii) payment of a usage fee, based on the joint venturer's

own per channel average costs of usage. Seemingly, such a

system investment or usage fee should be based on current

operating expenses and a reasonable capital charge reflecting

the systcm's remaining estimated useful life. The mechanical

process of arriving at a fair system investment or usage fee

for each new user, although perhaps complex, should be

designed with the goal of preventing any undue competitive

advantage for existing users.

18/ Footnote 5, 373 U.S. 348-349, at 349. In articulating this

antitrust principle, the Court cited Associated Press, Terminal

R.R. Association, and other antitrust authorities.

19/ Of the antitrust cases establishing the principle of fair

access to joint venture facilities and systems, United States v.

Terminal Railroad, ‘supra, is particularly clear on this point.



(b) The Limited Cang...y Situation. In limited capa-
city situatroaT-Tari-liarticijgriTirn—gtill required. How-
ever, the process of determining fair access becomes more
complex. In Gamco Inc. v. Providence Fruit & Produce 131Lig...,
sitlp_TA, for example, the court ilearEVEN-a s t-i---.1-7.-r---tation
whfh the access problem involved the right to lease space
in a produce market building which had limited capacity.
In formulating its remedy for the plaintiff, found to have
been wrongfully excluded from its rental space, the court
declared that (at 194 F. 2d 489):

Upon remand the district court will proceed
to ascertain and award the damages and appro-
priate counsel fees and further to determine
as a court of equity the extent to which
equitable relief should be awarded. In this
it should be guided by the aim to restore
plaintiff to its former competitive position
so far as this can be done without taking away
rights from innocent third persons. Thus the
plaintiff should be accorded space in the build-
ing on terms similar to those accorded others,
at once if available without dispossessing such
innocent parties, otherwise as soon as available.

••••••••••••••••••••••••!.1...

19/ footnote continued
TFere, at 224 U.S. 411, in discussing access to a joint rail-
road terminal facility, the Court stated that the joint ven-
ture could remedy its Sherman Act access problems by:

First. By providing for the admission of
any existing or future railroad to joint
ownership and control of the combined ter-
minal properties, upon such just and reason-
able terms as shall place such applying
company upon a plane of equality in respect
of benefits and burdens with the present
proprietary companies.

Second. Such plan of reorganization must
also provide definitely for the use of the
terminal facilities by any other railroad
not electing to become a joint owner, upon
such just and reasonable terms and regulations
as will, in respect of use, character and cost
of service, place every such company upon as
nearly an equal plane as may be. with respect
to expenses and charges as that occupied by
the proprietary companies.
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It seems obviously sound that the one-time user, as
a general principle of fair access, should be junior to
the more continuous users, whether the original joint ven-
turers or the later participants which pay (or wish to pay)
for continuous channel capacity. While the one-time user
should have a call upon idle channels, or off-peak periods
on allocated channels, it should have no right to claim
access to continuously-occupied capacity, other than that
which might be bargained for commercially.

Another question of priorities caused by limited
capacity would involve the competing claims of later
arriving continuous-users who seek access to already
occupied, channels after establishment of the joint satel-
lite facility. If later claimants were to have the open-
ended right to channel space already occupied, the joint
venture might well never be created; such a result would
of course adversely affect competition and rates for
broadcast distribution - a field now entirely controlled
by A.T.84T. Therefore, in view of the present uncertainty
of investment in the new field and the anticompetitive
result from the project not going forward, we conclude
that subsequent access should not be required provided
(1) the sponsors of the joint venture had ori inall given
notice to all over-the-air and CATV broadcasters ànd had
given them a reasonable opportunity to participate on
equal terms in the proposed satellite facilities; (2) in
establishing the satellite system, the sponsors had not
unjustifiably limited the system's capacity for the purpose
of protecting their positions against the inroads of
other broadcast competition; and (3) no usage of channel
capacity could be shown as designed to preempt later use
by newcomers.

With respect to initial establishment of the limited
capacity system, antitrust would seek to assure the broadest
possible initial participation by all existing or poten-
tial competitors who may desire use of the facility. Assum-
ing that a system with a given capacity is contemplated,
the sponsors should give appropriate notice about the
impending joint venture (i.e., its channel capacity, broad-
cast capabilities, expense, etc.) to all other networks,
broadcasters, and CATV operators which might logically
desire participation. Then, such potential users should
be allowed to subscribe to the venture on fair, pro-rata
terms, and to assure themselves of some full channel
capacity. If other users wish to subscribe to some channel

11



capacity at the outset, they cannOt be precluded from doing
so simply because the capacity proposed in the initial
system approximates the projected initial broadcast demand
of the sponsors; in other words, the sponsors would have
to cut back their demands, expand the satellite, or go
ahead with a second one. If initial demand for satellite
channels would exceed the level of capacity that would
produce the lowest per-channel cost of capacity, the use
of somewhat greater capacity and perhaps more expensive
hardware might be required, and it would have to be shared
among all users.

The foregoing procedure would have to be repeated
as each new broadcast distribution satellite was estab-
lished by the joint venture. Thus, any broadcasters or
CATV operators who did not join the initial satellite
might be given an equal opportunity to participate in
subsequent satellites.

Finally, if some space in the satellite is not already
occupied, it should be allocated to newcomers on a first
come, first served basis. If applications are essentially
simultaneous, the unoccupied space should be fairly allo-
cated on a basis similar to that employed during the
initial establishment of the facility.

The procedure outlined above would, we believe, satisfy
the antitrust access requirements established in the
St. Louis Terminal and Associated Press cases. It would
appear to EZ—FOTEMpplial71-6—to the space segment than
the ground stations, where new 1.•:zrements of capacity can
apparently be added to serve additional users.

11. E2E2E22221§..412a2tr_LILI&L

(a) What Communications Act and antitrust
procedures exist to prevent non-compensatory
pricing by existing terrestrial broadcast dis-
tributors (principally, such as AT&T) designed to
forestall the effective development of a competing
broadcast distribution system utilizing satellites?
(b) Is the answer different if the "non-compensatory"
pricing is below "average" cost but not "marginal"
cost?

12



(a) Non-com ensatory Pricinc, General . Sections 201(b)
and 202(a) o t e Communications Act U.S.C. §§ 201(b),
202(a)) require common carriers to maintain "just and reason-
able" charges for communications services and make illegal
"any unjust or unreasonable discrimination in charges,
practices," etc. for any services. Under these sections
the Commission would appear to have ample authority to
prevent non-compensatory pricing by existing common carriers,
such as AT&T, which was designed to forestall development
of a competing broadcast distribution system utilizing
satellites.-

A "just and reasonable" rate for a particular service
has been held to be one that covers expenses and provides
a fair return on invested capital. Wilson & Co. v. United
States, 335 F. 2d 788, 797-98 (7th Cir. 1964),remanUar--
on OfFer grounds, 382 U.S. 454 (1966). While the "value
of service" to users concept may be utilized in determining
what constitutes a reasonable rate of return (ibid.), a
rate which was non-compensatory probably would be unreason-
able under most circumstances.

The antitrust laws are also relevant to the issue of
non-compensatory pricing. Section 2 of the Sherman Act
(15 U.S.C. §2) makes it illegal to "monopolize, or attempt
to monopolize, or combine or conspire with any other
person or persons, to monopolize any part of the trade or
commerce" of the United States. This provision generally
prevents even a legal monopolist from reducing its prices
below cost to forestall successful entry by a new competitor
who has not also priced below long run cost or otherwise
engaged in competitive unfairness. See, e.g., Union Leader
Corp. v. Newspapers of New En land Inc., 284
(1st Cir.196OJ. Non-compensatory pricing may not be
illegal in all other instances. See Turner, "Conglomerate
Mergers and Section 7 of the Clayton Act", 78 Harv. L.
Rev. 1313, 1340-41. However, when a monopolist intends
to forestall new competition rather than simply to recoup
a portion of invested capital or to prevent even greater
losses, non-compensatory pricing may be unlawfully ex-
clusionary. Seel e.g., Standard Oil Co. v. United_States,
221 U.S. 1, 43, 76 (1911; United_States v. New YZTZreat
Atlantic  & Pacific Tea Cot.,—TTI-72-d-TE, 8877th aTT-Pg79);
UTI=Itates  v. unl="noe 'Machinery Corp.., 110 F. Supp.
2-9-37123-2-9, 346 TIT-FiTss.-175ST--
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(b) Marginal Cost Pricina. It has been argued fre-
quently th71.--seITETTE-Tr6170.71"al rather than average cost
should be permitted by regulatory agencies. See Turner,
"The Scope of Antitrust and Other Economic Regulatory
Policies", 82 Harv. L. Rev. 1207, 1233, n. 49. Regard-
less of the merits of this position as a general rule,
there should be little doubt that a regulatory agency
should not permit pricing below average (but not
marginal) costs if the effect is to forestall introduc-
tion of important new communications technology and com-
petitive benefits. In such circumstances, pricing below
average cost would be unjust, unreasonable or discrimina-
tory under Sections 201(b) and 202(a) of the Act. This
should be the case even if the justification is that
the below average cost pricing is necessary to recoup
fixed costs for investments which would become obsolete
if a new system were developed. (Once the new compet-
ing system has come into regular service, a different
situation may apply; at that time, the prior monopolist
might be required by the marketplace to reduce its prices
below even marginal cost because its technology has been
rendered obsolete by the new system.) 20/

20/ This type of situation might exist with respect to
international undersea cables, if the Authorized User
Decision, 4 F.C.C. 2d 421 (1966), did not preventsatellite-
1-- i-.6 —afices from being offered directly to users.
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Under the antitrust laws, introduction of marginal
cost pricing by a monopolist is probably illegal if done
only because of anticipation of entry by a specific new
competitor, directed toward that specific company, and
done with the intent of preventing such entry by the
company. Introduction of selective below average cost
pricing for an established specific service would probably
prove these elements.

Sincerely yours,
/ 1-)

RICHARD W. McLAREN
Assistant Attorney General

Antitrust Division



THE WHITE HOUSE

WASH IN GTON

November 7, 1969

MEMORANDUM FOR

Mr. William H. Rehnquist

Assistant Attorney General

Office of Legal Counsel

Department of Justice

In connection with the White House consideration of the domestic

satellite issue now pending before the Federal Communications

Commission (FCC), we request your consideration of the following

questions relating to the Communications Act of 1934 (the 1934 Act),

the Communications Satellite Act of 1962(the 1962 Act), and the

antitrust laws. We understand that you may, in your consideration

of the questions below, wish to consult with other divisions of the

Justice Department or with the Federal Communications Commission

for their views. Would you please advise us if, for any reason, you

feel unable to provide helpful comment on any of the questions posed

below.

1. Applicability of the 1962 Act. 

(a) Does the 1962 Act govern, in whole or part, the FCC's

authority to authorize a domestic communications satellite? (b) If

so, does the 1962 Act establish Comsat as the sole entity authorized

to construct and operate privately owned communications satellite

facilities for domestic use? (c) Does the 1962 Act otherwise preclude

the FCC from authorizing the construction and operation of satellite

facilities or ground stations for domestic services by either common

carriers or non-common carriers other than Comsat?

2. Comsat.

(a) Does Comsat's charter under the 1962 Act provide sufficient

authority for it to supply domestic communications services outside

the Intelsat system authorized by the 1962 Act under the more general

authority of the 1934 Act? (b) If so, would Comsat's competitive entry

into the domestic field cause a conflict of interest situation due to

carrier representation on its Board? Would this violate either the

1934 Act or the antitrust law?

4
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Minimum Regulation.

What is the minimum degree of FCC regulation over a communi-

cations system utilizing satellites now required by the 1934 Act (and

the 1962 Act if applicable)?

4. Non-Common Carriers.

(a) Has the Federal Communications Commission power to

treat any privately owned communications system utilizing satellites

as a non-common carrier? (b) What are the consequences of doing

so?

5. Impact on Carriers' Services.

(a) In allocating spectrum to non-carrier satellites, must the

FCC consider the economic impact of a non-carrier's proposed use

on services now offered by a common carrier?

6. Impact on Future Carrier Spectrum Needs.

(a) In allocating spectrum to non-common carrier satellites,

must the FCC consider potential common carrier demands for the

requested frequencies? (b) If so, what is the standard for measur-

ing carriers' potential needs?

7. Interference.

(a) Does its authority over radio frequency allocations or its

general supervisory powers over communications common carriers

under the 1934 Act enable the Federal Communications Commission

to modify, rescind, or otherwise regulate outstanding domestic

point-to-point microwave radio service licenses and construction

permits so as to minimize potential radio signal interference

among such microwave systems and earth stations employed in

providing communications services through satellites? (b) If the

Federal Communications Commission has such authority, may it,

upon its own initiative or upon application of the satellite operator,

compel the locational modification of outstanding domestic point-to-

point microwave radio service licenses and construction permits?
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(c) Is the exercise of such authority contingent upon provisions of

adequate compensation of the affected carrier, and, if so, upon

whom does the obligation to provide such compensation rest?

8. Spectrum Allocation.

Does the FCC have sufficient authority either (a) to deny one

spectrum applicant's license in favor of another when it can be

shown the first caii use cable with equal facility while the second

cannot; or (b) to rescind licenses under the same conditions ?

9. Interconnection.

Under the 1934 Act (or the 1962 Act, if applicable), does the

FCC have jurisdiction and authority to (a) regulate the terms of

leases and interconnection arrangements between an existing

communications common carrier and either a communications

common carrier utilizing satellites or a non-common carrier

utilizing satellites; or (b) require that an existing communications

common carrier furnish facilities sought by a communications

common carrier utilizing satellites or a non-common carrier

utilizing satellites ?

10. Access to Network-owned Satellite.

If the three major television networks form a joint venture for

domestic broadcast distribution through satellites, what would be

the obligation of such a joint venture to supply satellite channels

to others in the trade--including either a fourth network or a CATV

network, or for one-time broadcasts--assuming (a) that excess system

capacity exists or (b) that system capacity is fully utilized by the joint

venture participants?

U. Non-Compensatory Pricing.

(a) What Communications Act and antitrust procedures exist

to prevent non-compensatory pricing by existing terrestrial broad-

cast distributors (principally, such as AT&T) designed to forestall

the effective development of a competing broadcast distribution

system utilizing satellites? (b) Is the answer different if the "non-

compensatory" pricing is below "average" cost but not "marginal"

cost?

Clay T. Whitehead

Staff Assistant
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Friday 10/24/69

Dr. Lyons called—make sure Torn sees Comsat News Digest,
October 21, Vol. 8, No. 3. Has whole press play on Domestic
Satelite as well as speculation about Telecommunications
Management in Government.


