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SUMYARY RECORD--FIRST SESSION OF COMMITTEE ITI
TUESDAY, FEBRUARY 25, 1969

“onvening of the Session

Th: zession was convened at 3:11 p.m., by the Chairman of the Conference,
leorard H. Marks, acting as Temporary Chairman of Committee ITI.

gl

“lection of Committee Chairman

.

Mr. Marks called for nominations for Chairman of Committee TIIT. The
Fepresentative of Indonesia nominated Mr. Harold White, Alternate Repre-
sentative of Australia. The Representatives of Kenya, Iran, Korea, Mexico,
and the Netherlands seconded the nomination. Mr. White was unanimously elected
Cheirman of Committee ITI. Upon taking the Chair, Mr. White thanked the
Committee for choosing him as its Chairman.

—

Election of Committee Vice Chairman

Mr. White called for nominations for Vice Chairman of Committee III.
The Representative of Tanzania nominated Mr. Abdul Rahman Khaled al-Chuneim,
the Representative cof Kuwait. The Representatives of Japan, Pakistan, Indonesia,
Morocco, and Tran seconded the nomination. Mr. al-Ghuneim was unanimously
elected and thanked the Committee for choosing him.

Consideration of Suggested Work Program (Com. III/1)

Chairman White referred to the Suggested Work Program (Com. III/1) and
provosed deferring consideration of it until the next day to allow for
examination of it. The Representative of France pointed out that th§
Erglish version contained T points, whereas the French version contalned.
only 6 points. The Chairman requested the Secretariat to correct this dis-

crepancy .
Adjournment

The session was adjourned at 3:25 p.m. to be resumed at 3:00 p.m. on
ednesday, February 26, in a room to be indicated in the Order of the Day.







Ccm. III/SR/2 (Final)

Committee Meeting Room

The Representative of the United Kingdom said that he would like to have
his adviser at his side. The Chairman reported that the Secretary General
had indicated that the only larger room was the Main Conference Room. The
Chairman agreed that Committee Room B was not large enough to ensure more
than one seat per delegation. He asked if the Committee wished to meet in
Committee Room B with its limitations, or whether it wished to meet in the
Main Conference Room. If all Committees wished to use the Main Conference
Room the result would be that the Committees could not meet simultaneously
and would have to meet in sequence.

The Representative of Malaysia shared the view of the Representative
of the United Kingdom. His primary reason, however, was his desire for
sequential meetings. The leaders of the Malaysian Delegation wished to
attend all meetings; however, the delegation was small and would be reduced
still further during the Conference. The only way it could attend all commit-
tee meetings would be if the committees met sequentially. If committee
meetings took place sequentially, there would be no difficulty in holding
all of them in the Main Conference Room.

The Representatives of the Netherlands, Tanzania and Morocco concurred
with the previous comments on this question.

The Committee favored attempting to arrange to meet in the Main Conference
Room. The Chairman noted that the question of sequential meetings was a
matter for the Conference Chairman rather than Committee TII, and that he
would communicate to him the desires of the Committee.

Adjournment

The Chairman suggested adjourning until the possibility of meeting in
the Main Conference Room could be explored. The session was adjourned at
3:30 p.m.
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of the INTELSAT investment at the time the definitive arrangements enter
into force. He stated that the United States now supported the concept of
a utilization charpge based on the use made of the space segment during the
year preceding entry into force of the definitive arrangements.

The Revpresentative of France indicated that he shared a similar view.
Investment shares must be tied to system use in some way, but perhaps more
on the future use of the system than on past use. He agreed with the majority
recommendation in paragraph 493. He noted, however, that a new principle--
to minimize accounting difficulties--is needed to avoid the phenomenon of
having money vaid out by users and returned to users as an investment. He
observed that it might be difficult to use a one year period upon which to
“base changes in shares for each member, and that a four-year period might
be considered.

The Representative of India agreed that it was necessary to perceive
clearly the distinction between the role of owners and of users. In regard
to paragraph 498, he supported this principle, but also wished to support
the provisions of paragraph 512, which provided that signatories not wishing
to increase tlieir shares were not obliged to do so.

The Representative of Chile stated that he supported the concepts in
paragraph 493, and considered that future use must be taken into account.
He supported the concept of a minimum quota for those countries not yet
users of the system. The investment quota should be based upon utilization
at the end of the preceding period (for example, the last month or the last
quarter), and should also be related to projected use during the period under
consideration.

The Representative of Belgium supported the provisions of paragraph L96
of the Interim Committee's Report, combining the roles ot the Signatories as
owners and as users, and based on the use that the Signatories anticipate
they will make of the space segment over the next 5 years. He felt, however,
that the concept of a charge for utilization should be reintroduced in order
to avoid the difficulties that may arise in connection with evaluating the
assets of the Organization at the time of the periodic adjustments of invest-
ment shares.

He proposed, furthermore, that Committee ITI, limit its discussions, pend-
ing completion of the work of the other committees, to financial questions
relating to the space sepmnt intended for the public international telecommuni-
catic s services,

The Representative of Pakistan supported the concept in paragraph 495,
adding thi this might make unnecessary any accounting for space segment
utilization charges.

The Representative of Canada supported fully the provisions of para-
graphs 193 and 498, but stated his view that it was necessary that the
Committee agree on a definition for the word "use" before attempting

further progress.
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The Represental "re of o made fo  points on the subject of
financial policies:

1. He agreed that investment Llimits should not exceed the cost of
the space segment.

2. The gource of Tinar 328 should not be limited to the investment
guotas but the door should also be open to tapping other sources like
the World Bani.

3. ( 1cerning the level of participation by each country, he recognized
this to be a difficult matter related to decisions made in other Committees
of the Conference. Thus, the determination of the size of the investment
share might raisc the question of voting weiphts.

4., Quotas should not be determined solely by past use because in
the present case this would mean that quotas for the members would be
determined by the 13 countries which have made use of the system.

The Representative of Australia drew attention to the usefulness of
the contents of parasraphs LG9 through 4Ol as a working basis for Committee
deliberations. Concerning the owmership of undivided shares, he added that
the concept needed to be discussed before 1 e Committee proceeded to other
questions. The questions of ownership and voting should be separated, and
the matter of voting set aside because it is for another Committee to decide.

The Representative of Singapore also supported the concept of a clear
distinction between the roles of —wmership and use in paragraph 493. 1In
addition, he supported the provisions of paragraph L9C.

The Representative of Japan supported the concept of ownership
proportional to investment shares, investment shares proportional to actual
use, with such investment shares to be adjusted periodically. He & 30
supported the principles in varagraphs L98 and 518.

The Representative of Portugal sunported the principles in paragraphs
493 and 198. He referred to the period of adjustment and sugprested that
the period might end one year after the effective date of the arrangements.
He indicated that it was necessary to define what " :tual use" meant, and
ste’ :d his understandin;; that the meaning included both international and
domestic use.

The Representative - Italy first restated his view favoring the
principle of undivided ownership of the space se  enl. He then stated his
view favoring the vnrovisions of paragraph 493 concerning the owner-user
distinction as recommended by the ICSC. He endorsed the principle of
investment shares closely tied to the use made of the system, including the
use made through another country by a country which does not owm a ground
station. He supported the minimum quota of 0.05 percent for those countries
who wished to join INTELSAT, but might not be users. Concerning the fre-
quency of adjustment of participation related to use, he was inclined to
agree with the majority view.
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The Representative of the ™ *7+ppines agreed with the concept of
investment shares and separate space segment charges, as in the present
operation of INTELSAT. The space segment should be owned in proportion
to investment shares., and these should be related in some way to the use
by each signatory of the space segment of the system. Contribution to
the operation should be proportional to investment shares.

The Representative of Spain supported the principles of paragraph 493,
He expressed his view that iunvestment should be a function of the real use
made of the system, such use to be estimated according to use in a previous
time period. An estimate for use expected during the ensuing year should
be added, but long term forcecasts should not be included. The allocation
of shares should not teke into account domestic use or use for specialized
services. He supported the minimum share account of 0.05 percent.

The Representative of Switrerland also stated his support of paragraph
L493. He expressed the view that the investment should be related to use,
but only use for international traffic. The basic allotment should consist
of equal shares for all signatories with the remainder of the cost shared
according to use of the space sesment.

The Revnresentative of Netherlands agreed with provisions of paragraph
493. He favored determining investment shares by combining actual use with
future use estimates. He supported the minimum investment share of 0.05
percent.

The Representative of Israel observed that provisions of paragraphs
493 and L9Y appeared to conflict to a degree. He stressed the idea of
equal use of all operational facilities, considering that a country was
a user whether it had an earth station or was linked to an earth station
by other facilities. He expressed the view that the basis of calculation
of investment shares should include the consideration of past, present
and future use.

The Representative of the United Kingdom, referring to paragraph 490,
said that it was in the interests of the Signatories collectively that the
gspace segment chould continue to be owned in undivided shares.

The Representative of Arpentina agreed with the provisions of para-
graphs 1193 and L9d. He explained that, after the initial share, the basis
of allotment should be the actual use during the quarter preceding the
effective date of the agreement.

The Representative of France asserted that, insofar as public tele-
communications services were concerned, the space segment should be owned
in undivided shares. Speciali-ed telecommunications services, however,

should be separately financed.

He had one reservation sbout undivided ownership, namely, that
ownership be tied into the particular satellite used by the country.
example, Euronean ownership might be related to Atlantic, as opposed to

Tndian Ocean, satellites.

For
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The Representative of New Zealand believed the Committee should continue
the distinction between use and ownership. Though ownership was related to
use, the relation could not be so close that separate payment for use would be
unnecessary. BEven though the distinction required accounting and transfers
of money, he believed that it should be maintained.

The distinction was related to having a single global system owned in
undivided shares, which ne also supported. Individualizing ownership would
tend to fragment the rinancial structure, and impede coordinated administration
and -operation.

The Chairman accepted the reservation of certain Members regarding
ownership in undivided shares. When the form of the system was worked out
more fully in Committee I, Committee ITT could return to the point.

The Representative of Australia observed that many of the paragraphs in
the TCSC report were in conflict, cothers represented variations within a cormmon
theme. It might be advantageous to narrow down the number of alternatives
open for study and in these regards paragraphs 495 and 496 were similar in that
they were cooperative structures; they dirfered in that in 495 use was restricted
to the signatories, whereas 49€ envisicned separate formal arrangements which
could be made with non-signatories.

The Representative of Malaysia supported the comments of the Representative
of the United Kingdom and the principle embodied in paragraph 493. He said that
the roles of owner and user should be kept distinct. A member country, when
acting as user, should pay the satellite utilization charge because this
simplified the accounting. If a country puid for use related to investment, it
would have to provide capital in advance and determine use afterward. He advocated
separating the capital investment from the cost of utilization. The user paid
a fixed but calculable utilization charge based on the costs of the space segment
and the cost of capital.

The Representative of Treland supported the principle expressed in
paragraph L93, He wished to examine the distinction between paragraphs 495 and
Lo6 discussed by the Australian delegate. He noted that the Interim Agreement
recalled U.N. Resolution No. 1721, to the effect that communication by means of
satellites chould be available to the nations of the world as soon as practicable
on a global and non-discriminatory basis. He thought that it would be contrary
to that resolution to accept paragraph 49L, since use would be confined to the
co-owners. He also considered that it could be held that paragraph 496 was also
discriminatory because therc was a separate charge for users who were not co-owners.

The Representative of Belgium also indicated the differences between the
principles expressed in paragraphs 495 and 496. The principles of paragraph 496
enabled non-owners to use the gystem by payment of a users charge. Paragraph h96,
which he favored, limited or curbed the (low of capital back and forth between
the TNTELSAT organization and the users. He agreed, however, that it was
necessary to charge a users fee under paragraph ho6.
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The Represente+t1ive of Denmark supported the distinction between the role
of countries as users of the space segment, and their role as owners. Quotas
would need to be adjusted periodically., It would be more difficult if each
party to the agreement had to consider that if it used more circuits, it would
have to pay an increased investment quota. le believed that use should be
flexible and based on need, and on no other consideration., If use were not
directly related to investment, then an increase in circuits would be con-
sidered on the basis of need. Accordingly, he supported the principle expressed
in paragraph 493.

The Representative of Australia supported the point made by the Repre-
sentative of Ireland, and said that the Committee should not consider paragraph
495 because it was discriminatory. This would leave for consideration only
paragraphs 493 and 496.

The Chairman asked the delegations to hand in papers on their positions
through Item 3. These would record their views, and then a working party
could attempt to obtain further agreement,

Principles for Determining Inves ent Shares of Signatories
(Item II of Work Program)

The Chairman suggested that the Committee pfoceed to Item II.

The Representative of Canada supported paragraph 498 but suggested there
be debate on the definition of '"use'" in that paragraph. Should it be past,

present or future, and should it include leased as well as public traffic,
and domestic traffic?

The Representative of France observed there was an issue as to whether
to consider all kinds of traffic or only certain kinds, such as international
public message traffic. le said that half of the ICSC Committee did not want
to take into account domestic traffic in determining the investment quota.
Domestic traffic could, however, be accepted and paid for by the users' charge.

The Representative of France also suggested that, in determining invest-
ment shares, the Agreement should take into account future as well as past
traffic. Some people had objected to considering future traffic because of
errors that could occur in cstimates of the future, However, such errors
could not occur if the commitments of members regarding future use were con-
sidered. He observed that it was normal to take into account future ¢ wmit-
ments when dealing with any kind of enterp: se. Such a principle would appeal
to certain countries now having less than a ,05% share because this would

increase their share to more than .05%. This was important because voting was
related to use,

The Representative ot Chile observed that it was difficult to discuss
paragraph 498 until "use” was defined. Therefore he wished to take up items
2 and 3, He did, however, want to reiterate his view that the investment




Com. III/SR/3 (Final)
-0 -

share be related to the use of total common installation. If the organization
supplied a domestic use, the country supplied would thus automatically provide
the necessary capital, without, however, having this reflected in voting power.

The Representative of Belgium supported the point of view expressed by the
Representative of France, He stated that national ang international traffic
should be taken into consideration as regards the financial arrangements,

He also supported the Prench proposeal to consider future use, with financial
commitments corresponding to the share of utilization, to determine the invest-
ment shares. This arrangement is the most likely to ensure the financial equi-
lit ium of the Organization and its economic development, Futhermore, it permits
the Signatories to enjoy the right to use the necessary capacity to meet their
future needs.

Special arrangements should, however, be made for the benefit of new users.
As satellites are not yet built to measure, the capacity required to meet their
needs will be available.

The Representative of Pakistan stated that "use" ¢! mld be defincd to
include total use, and that it would be discriminatory to exclude domestic
traffic. The U.N. Resolution had indicated that-commnications should be
available to the nations of the world on a non-discriminatory basis. He stated
that Pakistani domestic traffic crosses national frontiers. Accordingly, he
supported a definition of "use" that included all use.

The Representative of Switzerland observed that the purpose of the world-
wide system was for international traffic, and therefore only this kind of use
should be considered in determining investment shares,

The Representative of Mexico found paragraph 498 unsatisfactory for
determining investment shares. He believed that international traffic should
be the determinant of the investment share. Mixing domestic with international
traffic would mix facilities, Also it would be difficult to assess the accuracy
of forecasts of domestic use, He agreed with the Representative of France that
potential future use should be included in determining the investment quota.
He also suggested that "“real" utilization by a member should not require him
to participate in investment to thab extent.

Since the investment factors relate to the policies of the organization,
he hoped that the policies would reflect the international character of the
organization, He believed that paragraph 498 should be expanded upon, and
that international traffic should be considered as one of several factors
used to determine investment shares.

The Representative of Demmark favored using past as well as future use in de-
termining investment shares. He suggested that there be a distinction in future
use between expected use and guaranteed use, the latter being what the country
would be expected to pay for. Domestic use could be paid for by the various

signatories directly,
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The Renresentative of Ceylon agreed there should not be a distinction

between xinus of traffic., In regard to paragraphs 466 to 469, he believed
that they should wait until a decision was reached by other committees.

The Representative of Canada asked whether the Committee should consider
that the purpose of the organization was to handle international public
message traffic, or whether domestic traffic should also be included.
Including domestic traffic would reduce the quota of the smaller countries.

The Chairman summarized what the Committee had done. It had exchanged
views on the first four sections of the work program=-~the "Introduction"
added by amendment, and Items 1-3--though there had not been a final dis-
cussion of Item 3. There would need to be further discussion before the
Committee took stock and narrowed down the issues., He suggested that the
Committee continue its consideration of Item 3. The Committee might then wish
to discuss the various views, discard the ones with the least following, and
refer the remainder to working groups to prepare recommendations.

Adjournment

The session was adjourned at 5:29 p.m. to be resumed at 2:30 p.m. on
Tuesday, March 4, in the Main Conference Room.,
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PROVTS TONAT, SUMMARY RECORD - THIRD SESSION OF Ct MITTEE III
MONDAY, MARCH 3, 1969

Convening ol the Session

The session was convened in the Main Conference Room at 2:34 p.m. by
the Chairman of Comnittee ITI, Mr. Herold White.

Committee Meeling; Room

Chairman White expressed his appreciation to the Secretary General
for obtaining the larger seating capacity provided by the Main Conference
Room.

Work Progrean

The Chairman indicated that the current list of relevant documents
for the worlx of Committee IIT is as follows:

The Terms of Reference and Suggested Work Program, Com.IIT/1 (Corr.
Proposed Intergovernmental Agreement submitted by the U. S.,
Some TPy

Jdules of Procedure, Doc. 23
The Agreement Establishing Interim Arrang: 3nts, Doc. 3;
The Svecial Agreement, Doc. 4;
Report of the ICSC, Doc. 6;

The Agreement Proposed by Sweden, oc. 8; and

The Summary Record of the First Session (Com. III/SR/L (Fine

The Chairmun as'ed for comments on the latter document, and since there
were none, the document was accepted by the Committee. The Chairman mentioned
that the wor- of tuis Committee and the other Committees is somewhat inter-
dependent, and that this Committee will proceed as far as vossible on its
wor' progrem. lle vroposed considering Com. III/l, as revised and corrected,
to be the work program for the Committee. This was agreed.

Notle: Any chanjges or coriections .n this summary Record must be submitted
to the Secretary General within 48 hours.
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Additional Agendea Ttem

The Renresentabtive of Australis stated his view that paragraphs 489
through 491 of the ICSC Report, Document 5, are pertinent to topics being
considered by the Committee and should therefore be included as reference
material.

The Representative of Canada asgreed and suggested that since paragraphs
LBY through +9Y. may be pertinent Lo more than one of the agendes items listed
in Com. III/L, thet a new sgenda item be added ahead of the present item I.
This was agreed. The new agends item precedes item T, is entitled
"Introduction’ and includes as reference material paragraphs 489 through 491.

Agenda Item: Introduction

The Cha'rman opened the floor to discussion of the new agenda item,
"Introduction."”

The Representative of Ceylon observed that the question of financial
arransements is very important to many smaller countries, and to countries
not operasting an earth station. It is important to maintain clearly the
distinction made in naragraph L93 of Document %, between the role of
signatories as co-owners of the space segment and *he role of signatories as
users of tne space segment. ie stated that his views on paragraph 4o8 will

be furnished later.

The Representative of The Federal Republic of Germany expressed the
view that INTELSAT activities should continue to be restricted to the space
segment; that non-members should pay only a utilization charge; that member
states that have an earth station should contribute vroportionately to their
use o7 the space segment; and that countries not having an earth station
should be allotted specific shares. Investment shares should be adjusted
annually based upon use, but adjustment should be made only when the change
of use is 1 percent or more, so as to minimize the administrative activities.
If consideration of new techniques arises, the allotment may have to be
determined on a case by case basis.

The Representative of the United States observed that the majority of
the Committee reccrmmenderd space segment ovmership based on proportionate use.
He expressed his view that the definitive arrangements should cover only the
general principles necessary, but recognized the need to discuss further
details of this matter in the Committee. He supported the concept of
investment in Ll.e system uvronortionate to the use of the system, and out-
lined briefly a procedure for transition from the present investment quota
system. The transition would require selection of a time period, such as
one year, which would precede the effective date of the definitive arrange-
ments; a method of measuring the use of the satellite system by the members
during that veriod; and the development of a method to determine the value
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The Representative of the Philippines agreed with the concept of
investment shares snd separate space sepment charges, as in the present
operation of INTELSAT. The space sesrment should be ovned in proportion
to investment sharcs, and these should be related in some way to the use
by each signatory of the space segment of the system. Contribution to
the operation should be proportional to investment shares.

The Representative of Snain supported the principles of paragraph 493.
He expressed his view that investment should be a function of the real use
made of the system, such use to be estimated according to use in a previous
time veriod. An estimate for use expected during the ensuing year should
be added, but long term forcecasts should not be included. The allocation
of shares should not ta'ie into account domestic use or use for specialized
services. He supported the minimm share account of 0.05 percent.

The Representative of Switzerland also stated his support of paragraph
493, He expressed the view that the investment should be related to use,
but only use for international traffic. The basic allotment should consist
of equal shares for all signatories with the remainder of the cost shared
according to uce of the space segment.

The Revresentative of Netherlands agreed with provisions of paragraph
493, He favored determinin~ investment shares by combining actual ur with
future use estimates. lle supported the minimum investment share of 0.05
percetnt.

The Representative ol Israel observed that provisions of varagraphs
193 and ©9Y appearcd to conflict to a depgree. He stressed the idea of
equal use of all operaticnal facilities, considering that a country was
a user whether it had an earth station or was linked to an earth station
by other facilities. He expressed the view that the basis of calculation
of investment shares should inc'ude the consideration of vast, present
and future usec.

Tk~ Revnresentative of the United ¥incdom noted that the space sepment
should continue to be owned in undivided shares.

The Representative of Arpgentina agreed with the provisions of para-
graphs 193 and LG8, He expiained that, after the initial share, the basis
of allotment should be the actual use during the quarter preceding the
effective date of the a reement.

The Repnresentative of France asserted that, insofar as public tele-
communications services vere concerned, the space segment should be owned
in undivided shares. Specialived telecommunications services, however,
should be separately financed.

He had one reservation about undivided ownership, namely, that
ownership be tied into the particular satellite used by the country. For
example, Euronean ownership might be related to Atlantic, as opposed to
Indian Ocean, satellites.
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He stated that the condominium apartment principle was a valid analogy.
The owners own the condominium in undivided shares, but nonetheless have a
specific apartment allocated for their use.

The Representative of Belgium maintained that the property of the con-
sortium should be used for international services, but not for specialized
services. The latter services should be reserved to satellites launched for
that purpose.

The Chairman suggested that the Committee limit its discussion of quotas
to their financial aspects, and leave to Committee I the voting aspects of
quotas. If the Committee agreed, he would include a statement to this effect
in the Summary Record, which of course the Committee could later comment on.

The Representative of the United Kingdom supported the Chairman's suggestion,

The Chairman stated that he heard no objection and asked that this state-
ment be recorded, subject to correction or deletion.

The Chairman took note of a great deal of support for paragraph 493,

The Chairman suggested that Items 1, 2, and 3 of the suggested work
program were linked, and that Item 3 was the end result of the three sections.
He said that he had heard a variety of views on these items, and suggested
that the delegations record their views on these matters and pass them to the
Secretary prior to conclusion of discussion of the three items. The Secretary
could then prepare a table that would show the various views for the use of
a working party,

Principles Underlying the Financial Arrangements of the Organization
(Item I of Work Program)

The Representataive of the United Kinpdom supported the recommendation
in paragraph 493 of the ICSC report that there should be a distinction between
the role ol signatories as co-owners of the space segment and their role as
users; i.e., he supported the view that the space segment charge should
continue. His reasons for this were that such a system provided a more flex-
ible financial structure, allowing on the one hand for utilization by parties
not investing in the system, and on the other hand, for investment by parties
not yet using the system., He also believed that retention of the space segment
charge might also provide a convenient mcans of determining the net worth of
the system, He further thought that the space segment should continue to be
owned in undivided shares by the signatories. 1In effect, he supported the
present type of financial arrangement,

The Representative of Pakistan conmented that a separate utilization share
is an unnecessary accounting exercise, since the money would be returned to
the owners. He suggested consideration of the cooperative structure indicated
under paragraph 495,
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The Representative ol New Zealand believed the Committee should continue
the distinction boetween use and ownership. Though ownership was related to
use, it could not be calculated as simply as charges, Even though the
distinction required accounting and transfers of money, he believed that it
should be maintained.

Th distinction was related to having a single global system owned in
undivided shares, which he also supported. In a condominium, no doubt one
could assign use of particular apartments to certain owners, but in a satellite
system, the owners would be using the system as a whole. Individualizing
ownership would fragment the financial structure, and impede coordinated
administration and operation.

The Chairman accepted the reservation of certain Members regarding
ownership in undivided sharcs. When the form of the system was worked out
more fully in Committee I, Committce 1IL could return to the point,

The Representative of Australia observed that there was no unanimity on
the principles underlying the financial arrangements, lle pointed out Tat
three principles were stated in the ICSC Report, in paragraphs 493, 495, and
496. Paragraphs 495 and 496 were similar in that they were cooperative
structures; they differed in that in 495 use was restricted to the signatories,
whereas 496 envisioned separate forwal arrangemcnts which could be made with
non-signatories.

The Representative ol Malaysia supported the comments of the Representative
of the United Kingdom and the principle embodied in paragraph 493, e said that
the roles of owner and uscr should be kept distinct. A member country, when
acting as user, should pay the satellite utilization charge because this
simplified the accounting. I[ a country paid for use rclated to investment,
it would have to provide capital in advance and determine use afterward. He
advocated separating the capital investment from the cost of utilization.

The user paid a fixed but calculable utilizalion charge based on the costs of
the space scgment and the cost of capital,

The Represcntative of Ireland supported the principle expressed in
paragraph 493. lle wished to examine the distinction between paragraphs 495
and 496 discussed by the Australian delegate.  le noted that the Interim
Agreement recalled U,N, Resolution No. 1721, to the effect that communication
by means of satellites should be available to the nations of the world as
soon as practicable on a global and non-discriminatory basis, He stated that
it would be contrary to Lhat resolution to accept paragraph 494, since use would
be confined to the co~owners. Paragraph 496 was discriminatory because there
was a separate charge for users who were not co-owners.,

The Representative of Beleium also indicated the differences between the
principles expressed in paragraphs 495 and 496. The principle of paragraph
495 enabled non-owncrs to use the system by payment of a users charge.
Paragraph 496, which he favored, limited or curbed the flow of capital back
and forth between the INTELSAT organization and the users. He agreed, however,
that it was necessary to charge a users fee under paragraph 496,
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The Representataive of Denmark supported the distinction between the role
of countries as users of the space segment, and their role as owners. Quotas
would need to be adjusted periodically., It would be more difficult if each
party to the agreement had to consider that if it used more circuits, it would
have to pay an increased investment quota. He believed that use should be
flexible and based on need, and on no other consideration. If use were not
directly related to investment, then an increase in circuits would be con-
sidered on the basis of need. Accordingly, he supported the principle expressed
in paragraph 493,

The Representative of Australia supported the point made by the Repre-
sentative of Treland, and said that the Committee should not consider paragraph
495 because it was discriminatory. This would leave for cousideration only
paragraphs 493 and 496,

The Chairman asked the delegations to hand in papers on their positions
through Item 3. These would record their views, and then a working party
could attempt to obtain furtcher agrececment,.

Principles for Determining Investment Shares of Signatories
(Item II of Work Program)

The Chairman suggested that the Committee procecd to Item II,

The Representative of Canada supported paragraph 498 but suggested there
be debate on the definition of ''use" in that paragraph. Should it be past,
present or future, and should it include leased as well as public traffic,
and domestic traffic?

The Representative of France observed there was an issue as to whether
to consider all kinds of traffic or only certain kinds, such as international
public message traffic. MHe said that half of the ICSC Committee did not want
to take into account domestic traffic in determining the investment quota,
Domestic traffic could, however, be accepted and paid for by the users' charge,

The Representative of France also suggested that, in determining invest-
ment shares, the Agreement should take into account future as well as past
traffic. Some people had objected to considering future traffic because of
errors that could occur in estimates of the future, However, such errors
could not occur if the commitinents of members regarding future use were con-
sidered. lle observed that it was normal to take into account future commit-
ments when dealing with any kind of enterprise. Such a principle would appeal
to certain countries now having less than a .05% share because this would
increase their share to more than ,05%. This was important because voting was
related to use,

The Representative of Chile observed that it was difficult to discuss
paragraph 498 until '"use" was defined. Therefore he wished to take up items
2 and 3. He did, however, want to reiterate his view that the investment share
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be related to the use of total common installations. If the ovganization
supplied a domestic use, the country supplied should provide the capital,
without, however, having this reflected in voting power,

The Representative of Belyium concurred in the view of the Representative
of France. He said that the investment sharc would ordinarily take into
consic ration national and international traffic. He also supported the
proposal to consider future use suggested by the French Representative. 1IFf
the signatories made formal coumitments regarding projected use, f{inancial
operations would be made easier. Some countries would have difficulty in
estimating future needs, but they could be helped,

He pointed out that onc could not have a tailor-made satellite, but
that additional capacity was neceded to allow additional users to come into
the system,

Signatories have the capacity to meet future needs, for example, by using
satellites that were jointly financed for their own needs,

The Representative of Pakistan supported the views of the Chilean and
Belgian Representatives. He stated that "use" should be defined to include
total use, and that it would be discriminatory to exclude domestic traffic.
The U.N., Resolution had indicated that communications should be available to
the nations of the world on a non~discriminatory basis. He stated that
Pakistani domestic traffic crosses national frontiers. Accordingly, he
supported a definition of "use" that included all use,

The Representative of Switzerland observed that the purpose of the world-
wide system was for international traffic, and thereforc only this kind of use
should be considered in determining investment shares,

The Representative of Mexico found paragraph 498 unsatisfactory for
determining investment shares, e belicved that international traffic should
be the determinant of the investment share. Mixing domestic with international
traffic would mix facilities. Also it would be difficult to assess the accuracy
of forecasts of domestic use. le agreed with the Representative of France that
potential future use should be included in determining the investment quota.
He also suggested that '"real' utiljzation by a member should not require him
to participate in investment to that extent,

Since the investment factors relate Lo the policies of “ie organization,
he hoped that the policies would reflect the international character of the
organization. He believed that paragraph 498 should be expanded upon, and
that international traffic should be considered as one of secveral factors
used to determine investment shares.

The Representative of Demmark favored using past as well as future use in de-
termining investment shares. He suggested that there be a distinct: n in future
use between expected use and guarantced use, the latter being what the country
would be expected to pay for. Domestic use could be paid for by the various
signatories directly,
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The Representative of the United States stated that the question of what
traffic should be included in the term 'use" was a matter for the Committee,
but it should await the determinations of Committee I. If domestic traffic
were considered a part of use, it should be included in the investment quotas,

The Representative of France concurred with the remarks of the Representa=
tives of Chile and venmark. He stated that domestic traffic should be used
in determining investment shares, but not in determining voting weight,

The Representative of the Federal Republic of Germany saw no relation
between investment by the owner and use by the user. In the Interim Agreement,
utilization charges were related to depreciation and amortization. Investment
in INIELSAT was comparable to investment in a bank. One country could finance
the whole thing.

The Representative of Iran supported quota shares in proportion to use.
It was pointed out in Committee I that certain traffic was defined as domestic,
but the distance traveled was comparable to international. He cited as ex~
amples traffic between the United Kingdom and Hong Kong, the United States
Mainland and Hawaii, and between East and West Pakistan. In view of the
investment of money in earth stations and the space segment, he concurred in
the views of the Representative of Pakistan.

The Representative of Italy stated that the determination of investment
shares had an inseparable relation to the question of voting. Therefore he
suggested that the Committee await the determinations of Committee I,

The Representative of Australia stated that the question of the relation
of investment to voting was not capable of solution by Committee I, It would
be easier for Committee I to devise a voting procedure if it had an invest-
ment proposal, Accordingly, he suggested setting aside the question of
voting and trying to achieve a consensus on investment.

The Representative of Malaysia said that he wus in general agreement
with the principle of investment related to use, but that the principle should
not be inflexible. Ille pointed out that some countries might have difficulties
in obtaining foreign exchange, and might wish to take up a lesser amount than
that to which they were entitled,

On the question of "actual use', if a utilization charge were paid, it
could measure the amount of use, This use could include domestic use and use
for any other purposes, including use by non-standard earth stations, which
may have a special charge.

If there was to be a single global system, then there should be only one
financial structure, and no distinction between domestic, regional, and
international traffic, The satellites provide only bandwidth and power; the
Committee should not distinguish kinds of traffic.
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The Representative of Ceylon agreed there should not be a distinction

between kinds of traffic, In regard to paragraphs 466 to 469, he believed
that they should wait until a decision was reached by other committees.

The Representative of Canada asked whether the Committee should consider
that the purpose of the organization was to handle international public
message traffic, or whether domestic traffic should also be included.
Including domestic traffic would reduce the quota of the smaller countries.

The Chairman summarized what the Committee had done. It had exchanged
views on the first four sections of the work program=-the "Introduction"
added by amendment, and Items 1-3--though there had not been a final dis-
cussion of Item 3, There would need to be further discussion before the
Committee took stock and narrowed down the issuecs., He suggested that the
Committee continue its consideration of Item 3, The Committee might then wish
to discuss the various views, discard the ones with the least following, and
refer the remainder to working groups to prepare recommendations.

Adjournment

The session was adjourned at 5:29 p.m. to be resumed at Z:30 pP.m. on
Tuesday, March 4, in the Main Conference Room,
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SUMMATY RECORD - FOURTH SESSION OF COMMITTEE TII
TUESDAY, MARCH L, 1966

The session was convened at 2:34 p.m. by Chairman White.
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The Revresentative of Colombia felt the real use of all facilities
should be the criterion, and there could be annual or biannual adjustment.
Provision could be made for sources of financing outside the membership.

The Revresentative of Paiistan pointed out that Pakistan would use
satellites to communicate between East and West Pakistan such traffic
would cross national boundaries. He suggested defining international
traffic to include domestic traffic where it crossed national boundaries.

The Representative of the Netherlands supported paragraph 498, and
suggested actual use should be present use, determined as closely as possible
to the time of adjustment. Paragraphs 504 referred to future use, and 505
referred to 5 year periods. The preceding year and the next 2 to 4 years of
guaranteed future use would be an appropriate period. Referring to paragraphs
L98 and 509, he noted that the investment value of the organization must be
determined, and suggested net worth or net payments minus deductions. While
the U.S. paper, Com. III/Q, suggested general principles with details left
to the CGoverning Body, he believed certain details should be considered.

The Representative of Canada opposed including domestic traffic in
computing use for determining investment quotas. Domestic use was secondary
and should not be dominent in determining distribution. Large countries with
scattered populations, such as the United States and Canada, would be likely
to use satellites for domestic purposes. He also opposed including use for
domestic television and leased circuits for business and defense purposes.

If they were included, there would be an imbalance in ownership, and there
would be little return to other countries. He did not want a literal appli-
cation of the term actual use, and preferred a new formula to replace the
last 7 words in paragraph L98.

The Representative of Syria wanted financial arrangements to safeguard
the small and developing countries, and to assure that international organi-
zations had an important role. He supported paragraphs L93 and 501, the
latter because 40% would be divided equally, and 60% would be divided
according to use.

The Representative of the United Kingdom fully supported paragraph 493.
The concept of a use charge is simpler than that of an operating charge
shared on some provortionate basis. He could not support any of the various
cooperative type arrangements discussed in paragraph 195. He supported
paragraph 498, interpreting the latter to refer to use during a one-year
period of organication-financed facilities which are owned in undivided shares.
Individual shares should be related to actual use. Those domestic uses clearly
similar to international traffic should be counted in determining actual use.
He strongly opposed taking future use into account in determining investment
shares. Regarding Item III, the main problem is the frequency of adjustment;
changes could be on an annual basis at first and on a longer period basis
later; this should be left to the Governing Body. A country should not be
allowed to take up a smaller or larger investment share than its alletment.
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The Representative of Italy believed that only international traffic
should be used to determine investment shares, but special consideration
should be given in cases such as Pakistan where traffic crossed nationsal
boundaries. He was against adjustment of shares based on future forecasts
because the latter were difficult to make and all countries could not carry
out their estimates. Since international communications involved a party
on each end of the line, it was difficult to know what the other party would
need. He favored pararraph 498; use should be measured on the past year's
exverience. When e: th stations are inaugurated the preceding year should
be used. Quotas should not be adjusted yearly; the Governing Body could
determine the frequency.

The Representative of France suggested that rather than consider
numerous factors with financial implications, as sugrested by the Australian
Representative, the financial matters themselves should be considered.

The United States Representative had said that the future
organization should not be profit-maiing, but that had not been the United
States view previously when it tried to obtain investment commitements from
the organivation. The purpose of the organization was not to make profits
but to meet telecommunications needs and operate the satcllite system.
Therefore he wanted a cooperative rather than a capitalist approach. He
agreed with the Canadien position that domestic traffic should not be included
in determining investment quotas. Members should be allowed to use satellites
for domestic traffic, with leases on conditions different from those used for
international traffic. When national needs became large enough, separate
satellites would be necessary. Investment shares should be determined by
future use. Admittedly certain future estimates had not been confirmed by
events, but these had not had financial consequences, or caused the organi-
zation to undertaie investments it should not have. Accounting would be
complicated by [requent adjustments in investment quotas, but the financial
consequences were less important than the level of payment.

The Representative of Belgium believed that tliere should be close ties
between the user and investor. He favored paragraphs 514-515. Quotas should
be based on a comitment 5 years into the future, and should be adjusted
annually. 1In response to the Italian Representative, he said that future
estimates were not difficult if the country did detailed planning. The cables
had been laid on the basis of future estimates. Domestic traffic should be
considered in determining the amount of use and thus the investmer share;
but it should not be considered in determining the right to vote. 1In this
way, others would not be requir 1 to finance domestic traffic. He also
favored undivided ownership.

The Representative of Swituzerland supported the Canadiean position. Only
international traffic should be considered in determing use, but the system
should accept domestic traffic.

He supported paragraph 500, in which a certain proporation of in\ stment
shares would be divided equally, and the remainder shared according to the
amount of traffic.
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The Representative of Argentina repeated his support of paragraphs
493 4 498; the latter he understood to mean actual use for international
traffic only. The initial contribution can be established by calculating
use at the time the Definitive Arrangements enter into force rather than
on the basis of space segment use as at present. If any future period is
allowed, it should be not over one year after adoption of the Definitive
Arrangements.

The Representative of Israel said that, since use in paragraph 498
means actual use, consideration must also be given to future use. A 2 to
3 year period from the entry into force of the Definitive Arrangement could
be used. This count could be based on the growth of international tele-
communication traffic. He supported the Australia views concerning the
determination of investment shares; he would give full credit to a country
for use whether through its own earth station or that of another country.

The Representative of the Federal Republic of Germany stated investment
shares of member states should be proportional to utilization of the space
segment for international traffic. Investment shares should be adjusted
annually but to minimize administrative problems there should be adjustment
only if the change i1s at least one vercent.

The Representative of Kuwait supported the views of Switzerland,
noting that paragraph 500 could mean the same as certain vnrovisions of
paragraph 50L. The paragraphs would be similar if the basic investment
share were fixed at LO0%.

The Representative of Denmari stated that investment must accord
with the amount of international traffic it is desired to move over the
system. Certain domestic traffic might also be moved over the system;
in the final analysis the Governing Body would decide if a country would
count this in its investment. A base period of two or three years to fix
investment shares would avoid abrupt changes. WNo problem was foreseen in
using future traffic estimates, including a future commitment to lease a
few channels over the basic commitment.

The Representative of the United Simies noied thal avboul 15 deiegations
f'avored relating investment shares to the actual use of all the organization's
facilities. Real use was the only fair basis; for example, actual use in
1268 for nine selected countries varied from 210 % greater to 70% less than
estimated use. Thus, use must be based on the historical record, measured
by use charges that have been paid, and defined to comprehend all uses
including leased circuits, television, and domestic traffic provided by
INTELSAT. If estimates of future traffic were used, planning would be
comnlicated and INTELSAT might not be able to meet the real need.
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The Representative of the Philippines stated that a single global
system must provide for domestic traffic when requested. He did not share
the concern that this could lead to an undesirable concentration of ownership
if appropriate provisions were included in the definitive arrangements. In
determining investment shares, past usage should preferably be counted over
an agreed period of years, but some flexibility involving future use estimates
might be considered. Signatories wishing to enlarge their investments above
the basic usage quota should have this option.

The Representative of New Zealand based investment on actual use with
all uses included. Domestic traffic should not ranlt behind international
traffic, but additional capacity should be added if needed. For allocation
of quotas, an annual revision would be impracticable; a period of three years
mizht be preferable.

The Representative of Nigeria supported paragraph 493 together with a
minimum share of 0.05% in accerdance with paragraph L98. The organization
should be free to readjust shares. He recogni.ed the special needs in such
cases as Pakistan and Hong Kong, but thought it risky to open the door to

ther services. HNon-signatories should be able to utilive the system. Three
vears was desirable for an adjustment period.

Referring to the statement of the United States, the Representative of
Belgium observed that the actual uses which varied so widely from those
estimated vertained to global traffice by satellite, cable and HF radio.
Present estimates would not be subject to similar error. Countries making
estimates should include a commitment for future use.

The Representative of Iran supnorted paragraph 498, with an exception
for signatories not using the space segment before the effective date of the
definitive arrangements. For these countries data prior to this Conference
might be used. Estimates of future use should be for one year or more with
adjustments every three years according to paragraph 515. The effective date
for each adjustment should be a year after the date the definitive arrangements
became effective for each signatory.

The Representative of Sweden supported paragraph 193. The investment
share should be related directly to the use of organization-finance facilities.
Only international traffic should be counted. Fixed shares should be based
on a combination of actual and estimated traffic.

The Representative of Ireland supported ICSC paragraphs 493 and 498;
as to the latter, the method of determining investment shares was entirely
separate from the question of voting rights. Traffic for the previous
calendar year <"ould determine periodic adjustments.

The Representetive of Morocco agreed with paragraph 498 and thought those
of 501 equitable. He favored counting actual usage and an adjustment period
of three years.

The Representative of Canada repeated his support of paragraph 493 and
preferred the provisions of persgraph 511 concerning frequency of reallocation,
but could agree to a longer term. He also supported paragraph 512.
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The Representative of France questioned the desirability of having to
prove or justify the need for an earth station if a country wished to become
a user, as he had understood the Representative of Nigeria to say.

The Representative of Korea supported paragraphs 498, 509 and 511.

The Representative of Kuwalt thought that if paragraph 498 were adopted
the satellite system could be assumed to belong to, and be controllead by,

the richer states.

The Representative of Nigeria explained that his reference to justifi-
cation meant that a country which contemplated becoming a user would need to
justify to itself whether it needed an earth station.

The Representative of Israel stated his view concerning paragraph 510
that the adjustment should be every three years rather than annually. Many
countries had recently switched from HF radio systems and the situation is
not yet sufficiently stabilized.

The Representative of Malaysia supported a period of adjustment of
investment shares of no less than three years.

The Chairman noted that the Committee had had a very useful exchange
of views on the first three agends items. He recalled that he had suggested
that writlen statements be submitted to the Secretary. Resvonding tc the
Representetive of Italy, he clarified that a submission need only be made
if a delegation wanted to record its owm wording and emphasis. In response
to a query by the Representative of France he said he would like the state-
ments by the close of business on March 5. He had in mind using these
statements and the summary records to prepare a paper summarizing the views
that had been expressed and suggesting the outstanding points on which the
Committee should try to reach conclusions. If a conclusion cannot be reached,
he would propose that that item be referred to a working group. In this way
the Committee could focus its attention on the most important matters. There
being no cbjections, the Chairman indicated that this procedure would be

followed.

The Chairman adjourned the session at 4:52 p.m., noiing that Agenda
{tem IV would be discussed at the next meeting, which would convene at

2:30 p.m., March 5.
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SUMMARY RECORD - FIFTH SESSION OF COMMITTEE III
WEDNESDAY, MARCH 5, 1909

Convening of the Session

The session was convened in the Main Conference Room at 2:36 p.m.
by the Chairman of Committee III, Mr. Harold White.

Agenda for the Day

The Chairman suggested that the Committee speak to Item IV on the
Committee Work Program, the financial rights and obligations of investors,
and its subtopics: A. Property rights and interests; B. Compensation for
use of capitel; C. Contribution to maintenance and operating eXpEenses;
and D. Conditions of use.

Summary Paper

The Chairman indicated that the Provisional Summary Records for the
Third and Fourth Sessionswere issued Wednesday morning, and would be open
for comment for 48 hours. He also said that written statements of delegates
should be deposited with the Secretary by the close of business Wednesday.
He indicated that the Committee would consider a paper summarizing represen-
tative's views at the beginning of next week.

Discussion of Item IV

The Representative of the Federal Republic of Germany referred to his
delegation's paper issued March 3 and spoke in favor of paragraphs 518, 521,
525. and 527. He maintained that utilization ch -ges should cover the costs
of capital, amortization, and operation.

The Representative of Canada favored paragraphs 518 and 527. While Canada
had originally proposed the language in paragraph 522, he woul be content
with paragraoh 521 if this were the majority view. He agreed with paragrap

525, subject to satisfactory determination of the principles in paragraphs
kg7 through 506.

T2 Representative of France agreed with paragraphs 518, 521, and 527.
With . ard to paragraph 518, most of the assets of the signatories should
be ownea prorated to investment shares, insofar as public international
telecommurications were concerned. He was opposed to undivided ownership
of parts of the space segment related to specialized services. With regard
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to paragraph 527, facilities could be used by non-signatories if they paid
charges. In addition to costs, they should pay interest on capital to
compensate investors for the risk involved. If the only way to obtain
access to the system was by investing, then there would be no need to
compensate for risk. If one distinguished between investor and user,
nhowever, there should be compensation for risk.

The Representative of Pakistan noted that paragraph 498 enabled even
those investors not using the system to get a minimum investment share of
.05%. He believed that charging operating expenses to non-users was not
equitable.

The Representative of Austria supported paragraphs 518, 521, and 525.
Regarding conditions of use, he believed there should be a space segment
utilization charge, fixed by the organization from time to time, and based
on the total use. This charge should cover the amortization of capital,
the cost of capital, and maintenance and operating expenses.

The Representative of the United Kingdom supported paragraphs 518, '
523, 525, and 527. Regarding paragraph 523, he related it to paragraph 493,
which distinguishes investor from user. He said that certain parties to
the agreement might provide capital for other users. The rate of return
should be appropriate to the commercial nature of the enterprise; the rate
of return presently used could be continued. The operating agreement need
not specify the rate; this could be done by the Governing Body. In deter-
mining net worth, he suggested using the net payments method, the method
now used. He also believed that the interest rate should be that used by
the IC3C, i.e., broadly the cost of money.

Regarding paragraph 527, he thought use by a signatory should mean use
by any authorized communication entity in the territory of the signatory.
In determining the space segment charge, the principle in the Special
Agreement should be followed.

The Representative of the Netherlands supported the views of" the
Representative of the United Kingdom.

The Representative of Portugal supported paragraphs 518, 521, 525, and
527. He also agreed with the remarks of the Representative of the United
¥ ingdom.

Te Representative of Syria supported paragraphs 518, 521, 525, and 527.

The Representative of Japan supported paragraphs 518, 521, 522, 525,
and 527.

The Representative of Iebanon esupported paragraphs 518, 521, 525, and
527.

Tt Chairman noted strong support for paragraph 518, with some difference
in opin. ns concerning compensation. He hoped to get the views of all of




Com. TIT/SR/S (¥iral)

-3 -
the delegates in order to present the Cummittee with a summary analysis.
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The Representative of Nigeria supported paragraphs L18, 521, H,045, 507,

The Representative of Ireland asked for an explanation of the meaning
of "cost of money" in paragraph 521. How would it be decided and what was
the present rate of interest on this basis?

The Représeﬁtative of the United States, in response to a query from
the Chairman. promised to obtain the answer.

The Representative of Israel supported paragraphs 518, 521, 5¢., and
527. He also supported the views. of the United Kingdom.

The Representative of New Zealand supported paragraph 518. He stated
that compenéation for the use of capital should be different from that
provided by pvaragraph ¢~ and that an approach similar to paragrgph 523
might be preferable without, however, any commitment to the 1k% Figure.
This could be left to the Governing Body. He stated that paragraph.SQB
was not clear. Maintenance and operating expenses fall upon users in a
different proportion than upon owners.

The Representative of Spain supported paragraphs ?}8, ?21, 525: agq
527. He stressed support of paragraph 527 but noted this did not signify
his opposition to paragraph 521.

. . : d 527, but
The Representative of India supported paragraphs 518, 521, an s b .
said that he would also feel the proposal in paragraph 522 worthy of consideration.

The Representative of Argentina agreed with payagraphs.S}B, 523 and
527. He did not understand paragraph 525 clearly; its provisions seemed
to be contained in paragraph 527.

The Representative of Tunisia apologized for reverting to Agenda Ttem [T
and asked if the mininmum share of 0.05% in paragraph 498 would be considered
an investment and would it bear interest as would the capital mentioned in
paragraph 521. The Chairman stated his understanding that the 0.05% share

was capital which would receive interest at the same rate as other invested
capital.

The Representative of Denmark supported paragraphs 518, 521 and 527.
Paragraph 525, he believed, referred to a cooperative system with no

utilization charge involved. Operating expenses must be paid directly and
he assumed this concept was behind this paragraph.

The Representative of Chile supported paragraphs 518 and 5°7. He
completely shares the views of New Zealand.

The Representative of Mcrocco supported paragraphs 518, 521, 525, and
527.
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The Representative of Australia supported paragraphs 518, 525, 507,
He preferred paragraph 523 (without too definitive a view concerning the
proper return) to paragranh 521.

The Representative of Xorea supported paragraphs 518 and
521, with an annual adjustment period according to paragraph 511; he also
endorsed paragraph 527.

The Representative of Sudan supported paragraphs 518, 521, 525, 527.
The Representative of Kuwait agreed with paragraphs 518, 521, and 523.

Regarding paragraph 525, operating and maintenance chareces should be pro-
portional to use and should be first charges on the revenue.

The Representative of Belgium supported paragraphs 518, 525 and 527
with the proviso that a satisfactory position be reached on the matter of
other than international public service traffic. Concerning return on
capital, since INTELSAT was not primarily a profit-making organization he
preferred paragraph 521. He favored paragraph 530, though it contained
difficulties; the payment of use charges was necessary, at least for
accounting reasons.

The Representative of Ethopia supported paragraphs 518, 521, and 527.

The Representative of Singapore supported paragraphs 5186, 523, 525, and
52T. Since the United States proposed that INTELSAT be a couperative organi-
zation, there was no need for the 1k% compensation for the use of capital.

A rate should be considered which approximated the prime rate of most
countries which varies from 2.5% to 22%, but which averaged around 8%. He
thought something like 8 or 9% would be appropriate at this time. The
Governing Body could set the rate at a later date.

The Representative of Sweden supported paragraphs 518, 521 and 527.

The Representative of Switzerland supported paragraphs 518, 521,
525, and 527.

The Representative of the Philippines supported paragraph 518.
Regarding compensation for the use of capital he preferred an equitable
rate of return and was inclined to support paragraph 523 as containing
some flexibility. Compensation for use should be borne by the users
rather than the owners.

The Representative of Brazil supported paragraphs 518, 521, 525,
and 527.

The Representative of Norway supported paragraphs 518, 521, and 527.

The Representative of Saudi Arabia supported paragraphs 518, 521,
525. -~nd 527.
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The Representative of Indonesia supported paragraphs H18, 901, L9,
and 527.

The Representative of Thailand supported paragraphs 518, .23, 505,
and 527.

The Representative of Nigeria, in counfirming his support ol paragraphs
5 and 527, doubted that paragraph 527 covered the provisions of paragraph
525. He thought both paragraphs were nceded.

The Representative of Ireland supported paragraphs 518, 521, 525, and

The Representative of Pakistan st ted his view, in connection with
paragraph 525, 1lat replacing satellites would be a capital charge rather
than a maintenance and operating item.

However, the Representative of Israel understood paragraph 525 to mean
that maintenance and operating expenses were not additional charges proportional
to investment charges.

The Representative of France disapproved of paragraph 525. Some signatoriecs
might lease more than the capacity that would normally correspond to their
investment share; the maintenance and operating expenses for those circuits
would then be paid by the investors, which seemed unfair. Expenses related
to use should be shared according to actual use, and not on the basis of
investment shares.

The Representative of Switzerland stated that paragraph 525 should be
retained even though paragraph 527 existed. Charges should include
amortization, return on capital, maintenance and operating expenses. Regard-
ing paragraph 525, charges should be paid first and then profits would be
returned to investors according to their shares. He wanted to leave paragrarhs
525 and 527 as they were.

The Representative of the United States said that part of what he wished
to say had already been covered by the Representative of Switzerland. He
believed, however, that revenue was sufficient to cover expenses, sc¢ that
the profits could be paid directly in proportion to shares. What was involved
was merely deducting expenses from revenues and applyilg profits to the signatory
shares.

The Representative of Nigeria supported paragraph 525. He believed that
in practice i1t would work out as the Uhited States Representative ha indicated.
Unless the organization ensured that expenses were paid and service maintained,
new users would be discouraged.

The Representative of Chile was in agreement with the Representatives
of Switzerland and the United States and agreed With both paragraphs 525 and
527. These depended on paragraph 493, distinguishing owners and users.
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The Representative of Australia also agreed with the Representative:
of Switzerland and the United States. The organization was now a going
concern and revenues were sufficient to meet operating and maintenance
expenses. Paragraphs 525 and 527 together reflected the current account-
ing practices as used by the Manager and were both necessary. They did
not, however, give rise to any adverse financial effects on members who

were not users.
The Representative of Morocco agreed with paragraphs 525 and 527.

The Representative of Denmark said that if paragraph 525 were
retained, expenses would have to be charged to the investors, but they
vould be reimbursed from traffic revenues.

The Representative of France stated that charges would be set before
operating and maintenance charges were known, so that it would be diffi-
cult to know in advance what one would get back. As the Australian
Representative had said, the organization obtained revenues, deducted
maintenance, operating, and depreciation expenses, and applied the
remainder to investment shares.

The Representative of Belgium believed that paragraphs 509 and 525
should be considered together; both referred to the principles of para=-
graphs 497-506. Paragraph 509 related to contribution of capital and
paragraph 525 to maintenance and operating expenses. Investment shares
paid by signatories and charges for maintenance and operating expenses
were apportioned in like manner,

Discussion of Item IV

The Chairman called for discussion of Item IV.

The Representative of Australia asked whether the Manager could
present & brief paper on present accounting practices relating to expenses,
depreciation and return on capital. This would be valuable to give all
delegations to the Conference an understanding of the accounting practices

currently in use.

In response to a query from the Chairman the Representative of the
United States indicated the paper would be provided.

The Representative of Mexico stated that regarding undivided owner-
ship, his delegation was publishing a document that he would like to
revert to later in the discussion.

Discussion of Item V

The Chairman called for discussion of Item V,
The Representative of Ital supported paragraph 554,

The Representative of Canada supported paragraph 554 and noted that
it had been unanimously recommended by the ICSC.

The Representative of Singaport supported paragraph 554.
The Chairman asked if any delegation disagreed with paragraph 554.
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The Representative of the United Kingdom said his delegation could not
support parsgraph 554 taken in isolation; if it stood alone if would appar-
2ntly exclude direct access to anyone who was not a signatory. He believed
that a non-signatory should not have his access to the system restricted to

‘access via & ground station of a signatory.

The Representative of Sweden agreed with the Representative of the
United Kingdom.

The Repres 1tative of Belgium concurred with the I »r sentative of
Canada. He said that paragraphs 555 amplified paragraph 554. Paragraph 555
allowed direct access if there was agreement with the organization. A non-
signatory, wanting direct access, might or might not be a member of the TTU.
If he were an ITU member, the organization should make an agreement with him.
If he were not a member of ITU, a condition shculd be included in any agrec-
ment to abide by normal regulations of the ITU. On these conditions, the
Representative of Belgium supported paragraphs 554 and 555.

The Repfesentative of Chile supported paragraphs 554 and 555.

The Representative of France also supported paragraphs 554 and 555.
He did, however, wish to add a non-discriminatory provision to paragraph 555.
Anyone who wanted to use organization facilities must, of course, make an
agreement with the organization. The organization should require technically
compatible ground stations. However, it shculd not deny access for other,
non-technical reasons; e.g., political reasons and, therefore, he wished to
add a non-discriminatory clause so that non-members would have access if they
paid the same charges. He noted that what he was discussing was in the
competence of Committee I.

The Representative of the United States agreed with the Representative
of France that this discussion belonged properly in Committee I. He also

said that the quostion of the price to non-members should await progress in
Committee I.

The Representative of Mexico agreed with the Representatives of France
and the United States. He stated, however, that he would like the opinions
of the observer delegations.

The Representative of Belgium supported the position of the French
Representative.

The Representative of the Federal Republic of Germany believed with the

United States Representative that Committee IIT should defer action until
Committee T had acted.

The Representative of the United Kingdom referred to the comments by
the Representative of France and said he thought the objections to paragraph
555 were related to the words "by agreement with the organization." He believed
that the same charges should apply to all, including non-signatories.
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The Chairman suggested considering paragraphs 550-555 together; these
clearly indicated that access should be provided in a non-discriminatory
manner. Paragraphs 554 and 555 were related only to the machinery for
access. Non-discrimination would seem to mean equal charges and equal access

to all.

The Representative of Syria said he would like the Preamble to the
definitive arrangements to reflect the provisions of the Preamble to the
present agreement. He thought that the Committee should accept paragraph
556, rather than paragraphs 554 and 555. In view of the many observers
showing interest in this Conference, it was important to provide for equal
access to the satellite system.

The Representative of Switzerland stated that he still had difficulty
understanding the difference between paragraphs 554 and 555. What is direct
access? Do only countries having earth stations have access? It seems to
him that a country could have direct access via its own earth station or that
of a co-owner or a lessor. Only paragraph 555 provided that non-members
could lease directly, therefore, one paragraph or the other, but not both,
should be adopted.

The Chairman alluded to the possibility of accepting both paragraphs
554 and 555 without conflict. The former seemed to give access through a
signatory, while the latter would give direct access through agreement with
the organization. It was hard to imagine a circumstance other than those
two. Paragraphs 550 through 552 cover the non-discriminatory aspects.

The Representative of Tunisia expressed the view that this was a matter
of fundamental importance, especially to countries which were members but
not yet users. He noted four possibilities: member countries who have a
ground station, those who do not, non-member countries who have a ground
gtation, and those who do not. He observed that the provisons of paragrams
554 and 555 covered three of these categories but did not cover the category
of nop-members without ground stations. Therefore, an amendment was needed
because this latter category should not be excluded. The means of including
this category could be by arrangement through a signatory, pursuvant to an
appropriate agreement.

The Chairman thought the Committee might agree that non-discriminatory
access should be provided for all signatories and all non-signatories, whether
these entities were or were not members of the ITU, and whether they did or
did not have an earth station, provided only that the earth station met the
required technical standards of the INTELSAT system.

The Representative of the Federal Republic of Germany stated that any
country which was not a member but wished to use the system, might simply
join. With this in mind, it would not seem discriminatory to refuse sérvice
to a non-member.
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The Reprecentotive of Cunada stuted Lis oyreonent o th the Chedoen' o two
sunriries.
The Qepresentative of Iebanon agreed with the viewss o0 the Jholcan

. . . - 1)
concerning the interpretation of paragrnhg Dodoand Loy,

The Chairman obcerved thnt the Committee had nob decldod upo oo loorn s
vhich tell how to separite owners from users. T0 uccrs cre distinggus chied
sim)ly by the use charge, the matter i: relutively simple. 11, hovovers,

some other arrangement ir desired, it would have to be deterniined how to lovy
charges on a non-discriminatory basis and whother to leave this to the
‘overning BRody.

The Representative of Switzerl-nd believed there were [inancial arpects
to paragraphs 554 and 555 which must be considered by the Committee. He observed
that financial matters are contained in document Com, IT1/2, submitied by
the United States, referring to page 3 thereol. Regurding pnragroph 5O,
he understood this to refer to the case of non-members who would have direct
access.

The Chairman then reviewed the procedure to be followed Ior these agendn
items: From the Summary Records and the written stztements submitted
by the delegates, a summary will be prepared for consideration next weelc.
The debate concerning Agenda Item V would appear to be completed for the present
and Item VI might be discussed. The reference material included paragraphs
622 through 625 of the TCSC report. Paragraph 624 contnined provisions for
the precise manner of withdrawal, which might be written into the deTinitive
agreement. Paragraph 625 covered the question of withdrowal if a ccountry's
obligations were not honored. This raised the question of repayment, how
it would be done, how calculated, and whether it were defined or left to the
Geverning Body.

The Representative of the United States observed that Doc. 10 submitted
by his Delegation contained provisions covering both of these paragraphe.

The Representative of India thought it might be helnful to noctpone
debate on this item for one day.

The Representative of Israel noted thst these provisions deal more with
form than with substance and supported paragraphs 624 and 625,

The Representative of Ceylon supported the suggection of the Representatbive
of India to postpone the debate for one day. Without objection, this was agreed

The Representative of France asked if the Representative ol the United Statos
ould indicate the appropriate references to tha United States document, in
order that delegates might study these before the next meeting.
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The Representative of the United States stated that the reflverences in the
Intergovermment al Agreement are Article IV, paragraph viii on page 10, and

Article XII on page 2k.

The Representative of Australia asked whether we should not also take
zccount of the following references: Article XT in the Interim Agreement
and Article IV in the Special Agreement. The Chairman indicated this might
be desirable.

The Representative of Mexico referred to a point discussed in the
previous meeting. In view of the importance of the principles for deter-
mining investment shares of the signatories, he thought it would be very
useful to have data from INTELSAT concerning traffic patterns,

The Chairman reported that he hed alreudy as@ed the Chairman or Comeat
Corporation to provide forecasts and usage data which might be pertinent fcr
conference consideration and had been informed that these were available.

The Represetative of the Philippines observed that other Committees also
were considering ‘items concerning withdrawal provisions and asked what aspect

this Committee should consider.

The Chairman noted that Committee II was considering the legal aspects
of withdrawal, Committee IV was considering operational aspects, and Ccrmittee
I was probably also considering appropriate aspects. He expressed the view
that Committee III could nevertheless proceed; when it had completed drafting
its views concerning the financial aspects of withdrawal, it could then
collaborate with the other committees.

The Vice Chairman reminded delegates of the African and Middle Eastern
Group of a meeting tomorrow at nine o'cloek in Room 1107.

The Chairman announced that the Committee would resume tomorrow at 2:30 p.m.
and would consider Item V further, if desired, and Items VI and VII. The
meeting was adjourned at L:42 p.m,
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PROVISTIONAL SUMMARY RECORD - FIFTH SESSION OF COMMITTEE IIT
WEDNESDAY , MARCH 5, 1969

Convening of the Session

The session was convened in the Main Conference Room at 2:36 p.m.
by the Chairman of Committee III, Mr. Harold White.

Agenda for the Day

The Chairman suggested that the Committee speak to Item IV on the
Committee Work Program, the financial rights and obligations of investors,
and its subtopies: A. Property rights and interests; B. Compensation for
use of capital; C. Contribution to maintenance and operating expenses;
and D. Conditions of use.

Summary Paper

The Chairman indicated that the Provisional Summary Records for the
Third and Fourth Sessionswere issued Wednesday morning, and would be open
for comment for 48 hours. He also said that written statements of delegates
should be deposited with the Secretary by the close of business Wednesday.
He indicated that the Committee would consider a paper summarizing represen-
tative's views at the beginning of next week.

Discussion of Item IV

The Representative of the Federal Republic of Germany referred to his
delegation's paper issued March 3 and spoke in favor of paragraphs 518, 521,
525. and S527. He malintained that utilization charges should cover the costs
of capibal, amortization, and operation.

The Representative of Canada favored paragraphs 518 and 527. While he
had originally proposed the language in paragraph 522, he would be content
with paragraph 521. Ille agreed with paragraph 525, subject to satisfactory
determination of the principles in paragraphs 497 through 506.

The Representative of France agreed with paragraphs 518, 521, and 52T.
With regard to paragraph 518, most of the assets of the signatories should
be owned proprated to investment shares, insofar as public international
telecommunications were concerned. He was opposed to undivided ownership
of parts of the space segment related to specialized services. With regard

NOTE: Any changes or corrections in this Summary Record must be submitted
to the Secretary General within 48 hours.
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to paragraph 527, facilities could be used by non-signatories if they paid
charges. 1In addition to costs, they should pay interest on capital to
compensate investors for the risk involved. TIf the only way to obtain
access to the system was by investing, then there would be no need to
compensate for risk. If one distinguished between investor and user,
however, bthere should be compensation for risk.

The Representative of Pakistan noted that paragraph 498 enabled even
those investors not using the gystem to get a minimum investment share of
.05%. He believed that charging operating expenses 0 non-users was not
equitable.

The Representative of Austria supported paragraphs 518, 521, and 525.
Regarding conditions of use, he believed there should be a space segment
utilization charge, fixed by the organization from time to time, and based
on the total use. This charge should cover the amortization of capital,
the cost of capital, and maintenance and operating expenses.

The Representative of the United Kingdom supported paragraphs 518,
523, 525, and 527. Regarding paragraph 523, he related it to paragraph 493,
which distinguishes investor from user. He said that certain parties to
the agreement might vrovide capital for other users. The rate of return
should be anvropriate to the commercial nature of the enterprise; the rate
of" return presently used could be continued. The operating agreement need
not gyrecify the rate; this could be done by the Governing Body. In deter-
mining neb wortu, he suggested using the net payments method, the method
now used. He also believed that the interest rate should be that used by
the ICSC, i.e., broadly the cost of money.

Reparding paragraph 527, he thought use by a signatory should mean use
by any auttorized commwication entity in the territory of the signatory.
In determiaing fthe space segment charge, the principle in the Special
Apgreemen® shouvld be followed.

The Representative of the Netherlands supported the views of the
Representative of the United Kingdom.

The Representative of Portugal supported paragraphs 518, 521, 525, and
927. He aleo apgreed with the remarks of the Representative of the United
Kingdom.

Te FRepresentative of Syria supported paragraphs 518, 521, 525, and 527.

Tre Reprecertative of Japan supported paragraphs 518, 521, 522, 525,
and 527.

The Kepresentative of ILebanon supported paragraphs 518, 521, 525, and
527 .

The Chairman noted strong support for paragraph '8, with some difference
in opinions concerning compensation. He hoped to get che views of all of
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the delegates in order to present the Committec with a summary analysis.
The Representative of Nigeria supported paragraphs 518, 521, 525, s27.

The Representative of Ireland asked for an explanation of the meaning
of paragraph 521. How would it be decided and what was the present basis?

The Representative of the United States, in response to a query from
the Chalrman, promised to obtain the answer.

The Representative of Israel supported paragraphs 518, 521, 525, and
527. He also supported the views. of the United Kingdom.

The Representative of New Zealand supported paragraph 518. He sta 4
that compensation for the use of capital should be different from that
provided Ly paragraph 521 and that an approach gimilar to paragraph 523
might be preferable without, however, any commitment to the lh% figure.
This could be left to the Governing Body. He stated that paragraph 525
was not clear. Maintenance and cperating expenses fall upon users in a
different proportion than upon owners.

The Representative of Spain supported paragraphs 518, 521, 525, and
527. He stressed support of paragraph 527 but noted this did not signify
his opposition to paragraph 521.

The Representative of India supported paragraphs 518, 521, 522, 52
and 527.

The Representative of Argentina agreed with paragraphs 518, 523 and

527. He did not understand paragraph 525 clearly; its provisions seemed
to be contained in paragraph 527,

The Representative of Tunisia apologized for reverting to Agenda Ttem IT
and asked if the minimum share ot 0.05% in paragraph 498 would be considered
art investment and would it bear interest as would the capital mentioned in
paragraph 521. The Chairman stated his understanding that the 0.05% share

was capital which would receive interest at the same rate as other invested
capital.

The Representative of Denmark supported paragraphs 518, 521 and 52
Paragraph 525, he believed, referred to a cooperative system with no

utilization charge involved. Operating expenses must be paid directly and
he assumed this concept was belind this paragraph.

The Revresentative of Chile supported paragraphs 518 and 527. He
completely shares the views of New Zealand.

The Representative of Morocco supported paragraphs 518, 521, 525, and
527.
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The Representative of Australia supported paragraphs 518, 525, 527.
He pretferred paragraph 523 (without too definitive a view concerning the
proper return) to paragrarh 521,

The Representative of Korea supported paragraphs 518 and
521, with an annual adjustment veriod according to paragraph 511; he also
endorsed paragraph 527.

The Representative of Sudan supported paragraphs 518, 521, 525, 527.

The Representative of Kuwait agreed with paragraphs 518, 521, and 523.
Regarding paragraph 525, operating and maintenance charges should be pPro-
portional to use and should be first charges on the revenue.

The Representative of Belgium supported paragraphs 518, 525 and 527
with the proviso that a satisfactory position be reached on the matter of
other than international public service traffic. Concerning return on
capital, since INTELSAT was not primarily a profit-making organization he
preferred paragraph 521. He favored paragraph 530, though it contained
difficulties; the payment of use charges was necessary, at least for
accounbing reasons.

The Represeutative of Ethopia supported paragraphs 518, 521, and 527.

The Representative of Singapore supported paragraphs 518, 523, 525, and
527. Since the United States proposed that INTELSAT be a cousperative organi-
zation, there was no need for the 14% compensation for the use of capital.
A rate should be considered which approximated the prime rate of most
countries which varies from 2.5% to 22%, but which averaged around 8%. He
thought something like 8 or 9% would be appropriate at this time. The
Governing Body counld set the rate at a later date.

The Revresentative of Switzerland supported paragraphs 518, 521, 525,
and 527.

The Representative of the Philippines supported paragraph 518. Regarding
compensaticn for the use of capital he preferred an equitable rate of return
and was inclined to support paragraph 523 as containing some flexibility.
Comperication Tor use should be borne by the users rather than the owners.

The Representative of Brazil supported peragraphs 518, 521, 525, and

The Revrecentative of Norway supported paragraphs 518, 521, and 527.

The Representative of Saudi Arabia supported paragraphs 518, 521, 525,
and 527.
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The Representative ol' Indonesia supported paragraphs 518, 521, 525,
and 527.

The Representative of Thailand supported paragraphs 518, 523, 525,
and 527.

The Representative of Nigeria, in confirming his support of paragraphs
525 and 527, doubted that paragraph 527 covered the provisions of paragraph
525. He thought both paragraphs were needed.

The Representative of Ireland supported paragraphs 518, 521, 525, and
527,

The Representative of Pakistan stated his view, in connection with
paragraph 525, that replacing satellites would be a capital charge rather
than a maintenance and operating item.

However, the Representative of Israel underst Hd paragraph 525 to mean
that maintenance and operating expenses were not additional charges proportional
to investment charges.

The Repregentative of France disapproved of paragraph 525. Some signatories
might lease more than the capacity that would rormally correspond to their
investment share; the maintenance and operating expenses for those circuits
would then be paid by the investors, which seemed unfair. Expenses related

to use should be shared according o actual use, and not on the basis of
investment shares.

The Representative of Switzerland stated that paragraph 525 should be
retained even though paragraph 527 existed. Charges should include
emortization, return on capital, maintenance and operating expenses. Regard-
ing paragraph 525, charges should be paid first and then profits would be

returned to investors according to their shares. He wanted to leave paragraphs
525 aud 527 as they were.

The Representative of the United States said that part of what he wished
to say had already been covered by the Representative of Switzerland. He
believed, however, that revenue was sufficient to cover expenses, so that
the profits could be paid directly in proportion to shares. What was involved

vas merely deducting expenses from revenues and applying profits to the signatory
shares.

The Representative of Nigeria supported paragraph 525. He believed that
in practice it would work out as the United States Representative had indicated.
Unless the organization ensured that expenses were paid and service maintained,
new users would be discouraged.

The R;presentative of Chile was in agreement with the Representatives
of Switzerland and the United States and agreed With poth paragraphs 525 and
527. These depended on paragraph M93, distinguishing owners and users.
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The Representative of Australia also agreed with the Representatives of
Switzerland and the United States. He believed the organization was a going
concern. Revenues should be used to provide for maintenance and operating

expenses, along with return on capital.

The Representative of Morocco agreed with paragraphs 525 and 527.

The Representative of Denmark said that if paragraph 525 were retained,
expenses would have to be charged to the investors, but they would be
reimbursed from traffic revenues.

The Representative of France stated that charges would be set before
operating and maintenance charges were known, so that it would be difficult
to know in advance what one would get back. As the Australian Representative
had said, the organization obtained revenues, deducted maintenance, operating,
and depreciation expenses, and applied the remainder to investment shares.

The Representative of Belgium believed that paragraphs 509 and 525 should
be considered together; both referred tothe principles of paragraphs Lo7-506.
Paragraph 509 related to contribution of capital and paragraph 525 to main-
tenance and operating expenses. Investment shares paid by signatories and
charges for maintenance and operating expenses were apportioned in like
manper.

Discussion or Item IV

The Chairman called for discussion of Ttem TV.

The Representative of Australia asked whether the manager could present
a brief paper on present accounting practices relating to expenses,depreciation
and return on capital. This would be valuable because the organization had
to estimate future expenses and fix rates.

In response to a query from the Chairman the Representative of the
United States indicated the paper would be provided.

The Representative of Mexico stated that regarding undivided ownership,
his delepation was publishing a document that he would like to revert to later
in the discussion.

Discussion of ITtem V

The Chairman called for discussion of Item V.
The Representative of Italy supported paragraph 55k.

The Representative of Canada supported paragraph 554 and noted that it
had been unanimously recommended by the ICSC.

The Representative of Singapore supported paragraph 55k4.

The Chairman asked if any delegat.on disagreed with paragro—h 55k,
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The Representative ol the United Kingdom said its purpose was to
exclude direct access to unyone who was not a signatory. He believed that
a non-siguatory should not have to go through a ground station of a signatory,
and, therefore, suggested redrafting the article.

The Representative of Sweden agreed with the Representutive of the
United Kingdom.

The Representative of Belgium concurred with the Representative of
Canada. He said that paragraphs 555 amplified paragraph 554. Paragraph 555
allowed direct access il there was agreement with the organization. A non-
signatory, wanting direct access, might or might not be a member of the I .
If he were an ITU member, the organization should make an agreement with him.
If he were not a member of ITU, a condition should be included in any agree-
ment to abide by normal regulations of the ITU. On these conditions, the
Representative of Belgium supported paragraphs 554 and 555.

The Representative of' Chile supported paragraphs 554 and 555.

The Representative of France also supported paragraphs 554 and 555.
He did, however, wish to add a non-discriminatory provision to paragraph 555.
Anyone who wanted to use organization facilities rmst, of course, make an
agreement with the organization. The organization should require technically
compatible ground stations. However, it should not deny access for other,
non-technical reasons; e.g., political reasons and, therefore, he wished to
add a non-discriminatory clause so that non-members would have access if they
paid the same charges. He noted that what he was discussing was in the
competence of Committee T.

The Representative of the United States agreed with the Representative
of France thal this discussion belonged properly in Committee I. He also
said that the quastion of the price to non-members should await progress in
Committee T.

The Representative of Mexico agreed with the Representatives of France

and the United States. He stuted, lLiowever, that he would like the opinions
of the obcerver delegations.

The Representative of Belgium supported the position of the French
Representative.

Ihe Representative of the Federal Republic of Germany believed ith - e
United States Representative that Committee TIT should defer action until
Committee T had acted.

The Representative of the United Kingdom referred to the comments by
the Representative of I'rance and said he thought the objections to paragraph
555 were related to the words "contract with the orgunizatic ." He believed
that charges should apply equally to all, including non-signatories.
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The Chairman suggested considering paragraphs ' )-555 together; these
clearly indicated that access should be provided in a non-discriminatory
manner. Paragraphs 554 and 555 were related only to the machinery for
access. Non-discrimination would seem to mean equal charges and equal access
to all.

The Representative of Syria said he would like the Preamble to the
definitive arrangements to reflect the provisions of the Preamble to the
present agreement. He thought that the Committee should accept paragraph
556, rather than paragraphs 554 and 555. In view of the many observers
showing interest in this Conference, it was important to provide for equal
access to the satellite system.

The Representative of Switzerland stated that he still had difficulty
understanding the difference between paragraphs 554 and 555. What is direct
access? Do only countries having earth stations have access? It seems to
him that a country could have direct access via its own earth station or that
of a co-owner or a lessor. Only paragraph 555 provided that non-members
could lease directly, therefore, one paragraph or the other, but not both,
should be adopted.

The Chairman alluded to the possibility of accepting both paragraphs
554 and 555 without conflict. The former seemed to give access through a
signatory, while the latter would give direct access through agreement with
the organization. It was hard to imagine a circumstance other than those
two. Paragraphs 550 through 552 cover the non-discriminatory aspects.

The Representative of Tunisia expressed the view that this was a matter
of fundamental importance, especially to countries which were members but
not yet users. He noted four possibilities: member countries who have a
ground station, those who do not, non-member countries who have a ground
station, and those who do not. He observed that the provisons of paragraphs
554 and 555 covered three of these categories but did not cover the category
of non-uwembers without ground stations. Therefore, an amendment was needed
because this latter category should not be excluded. The means of including
this category could be by arrangement through a signatory, pursuant to an
appropriate agreement.

The Chairman thought the Committee might agree that non~-discriminatory
access should be provided for all signatories and all non-signatories, whether
these entities were or were not members of the ITU, and whether they did or
did not have an earth station, provided only that the earth station met the
required technical standards of the INTELSAT system.

The Representative of the Federal Republic of Germany stated that any
country which was not a member but wished to use the system, might simply
join. With this in mind, it would not seem discriminatory to refuse service
to a non-member.
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The Reprecentative of Canada stuted his agreement with the Chairman's
summary.

The Representutive of Iebanon agreed with the views of the Chairmon
concerning the interpretation of paragraphs 554 and 555,

The Chairman observed that the Committee hsd not decided upon provisons
which tell how to separate cwners from users. I users ore distinguished
sirly by the use charge, the matter is relutively simple. If, however,
come othoer arrangement ic decived, 1t would have te be determined how to levy
charges on & non-dicceriminatory basis and whether to leuve this to the

overning Body.

The Representative of Switzerl-nd Lelieved there were financial aspects
to paragruphs 554 and S50 which must be considered by the Committee. He observed
that rincnecial matiers are contoined in docwnent Com, III/Q, submitted by
the United Stutes, reflerring to page 3 thereof. Regarding paragraph 555,
ne understood this to refer to the case of non-members who would have direct
acccss.

The Chajrman then reviewed the procedare to be followed for these agenda
itews: From the Swamavy Records snd the wiitten ctatements submitted
by the delegates, a suumary will be prepared for censideration next week.
The debate concerning Agenda Item V would appear to be completed for the present
and Ttem VI might be discussed. The reference material included paragraphs
022 through G25 of the ICSC report. Paragreph 24 contained provisions for
the precise manner of withdrawal, which might be written into the definitive
agreement. Parograph 625 covered the question of withdrawal if a country's
obligations were not honored. This raised the question of repayment, how
it would be done, how celeuluted, and whether it were defined or left to the
(Governing Body.

The Representative of the United Stztes observed that Doc. 10 submitted
by his Delegaticn conbtuined piovisions covering both of thesc paragraphs.

The Representative of India thought it might be helpful to postpone
debute on this itew for one day.

The Representetive of Isrcel loted that these provisions deal more with
Torm than with substance and supported poragravhe 624 gnd 605.

The Representative of Jeylon supported the suggestion of the Representative
of Indla to postpone the dcbzte for one day. Without objection, this was agreed.

The Representutive of France asked il the Representative of the United States
could indicate the uppropriate roferences to the United States document, in
order that delegates might study these before the next meeting.
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The Representative of the United States stated that the references in the
Intergovernment al Agreement are Article IV, paragraph viii on page 10, and

Article XII on page 2h,

The Representative of Australia asked whether we should not also take
account cof the following reflerences: Article XI in the Interim Agreement
and Article IV in the Special Agreement. The Chairman indicated this might
be desirable.

The Representative of Mexico referred to a point discussed in the
previcus meeting. In view of the importance of the principles for deter-
mining investment shares of the signatories, he thought it would be very
useful. to have data from INTELSAT concerning traffic patterns.

The Chairmzn reported thet he Lad alreuady asked the Chairman of Comsat
Corporation to proside forecasts and usage data which might be pertinent for

Zonference congideration and had been informed that these were available.

The Represetative of the Philippines observed that other Committees also
were considering "items concerning withdrawal provisions and asked what aspect
this Committee should consider.

The Cheirman noted that Committee II was considering the legal aspects
of withdrawal, Committee IV was considering operational aspects, and Committee
T was probably also considering appropriate aspects. He expressed the view
that Committee ITT colld nevertheless proceed; when it had completed drafting
ite views concerning the finencial aspects of withdrawal, it could then
collaborate with the other ommittees.

The Vice Chairman reminded delegates of the African and Middle Eastern
Groun of @ mesting tomorrow at nine o'ecloek in Room 1107.

The Chairman announced that the Committee would resume tomorrow at 2:30 p.m.
and would consider Ttem V further, if desired, and Items VI and VII. The
meeting was wijcurned ot HilE oo,
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The session was convened in the Main Conference Room at 42 pom.
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The Repre~entative of France acced whether these records were To e
avproved belore or after the final Summary Record had been Issued. The
; the procedurs vas as follows:  The Provisior 121 Summary
ecorﬁ ”ns produced: thereufior deierates submitted comments, ordinavly
che Provie onal Recard wes then issued in Final form.
The final Surmoc, jefuru *ov thc First Session had been accented and he
jone for the final Summar, Record of the

(‘}19 irmon ocaila Lha

Second Session.
‘ated trnat the {inal Summary hecord
or the Secont Session hed beon losued o freaeny the Chllean Keoresentntlve
ror the - » =z
indicated thran the Spsrich veyscion nad @lzo beern Lssued.
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The Renresenitacive Of

i FVV e ' T T o
The Chalrmans Saia thn

S beneTnr g objections, Com. 1T1/SR/0 (Finel)
wag accented.

ITtern Vie FPinoo ol Avpects of Drovisions relating to Withdeawal

The Representative of the Unilted Stabes referced to fu-ticle NTT,
page Py Artlele d, pave 47 oY the dralt Lo Intercovernmentail Avreenent)

Article 6(2), pase 20 o the drafi Overating Arreement (Doc. 10). Article
XTI of Doc. 'O hec 1o nreovisions Like Interim Aveeement, Article XI(d) and (e).
The Interim A-reement Hrovided for readjustment onruzlly, bub Lnis wac not
appronriate to the orranication described in the Usnited Ststes nroposal
(Doc. 10). There was no need for special readjusiment upon withdrawal:
quotas could ve readjusted a' the regular date of adjustment, subsequent
to withdrawal.
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The Reprecenbalive of Ind'a seceed with paracraon 524 in that concibions
of withdrowael chould be precicney defliced. Net worth of cormonly owned facii-
ities was identifiable and the sipnatory held a specific proportion of the

undivided interest in iavestment shares, maving possible the calculation of

the amount to bLe reimbursed. Article 9 of the Special Agreement provided for
compensation for the use of capital which included an amount for amortization.
This provision should be maintnained. The definitive arrangements should
provide, after vayment of maintenance and operating costs, a return to signa-
tories in proportion to their investment shares. If the revenues were not
adequate to cover maintenance and overating expenses, these uncovered costs
would also be shared in proporation to investment shares. Although it was
unlikely that revenues would be inadequate, this obligation should nevertheless
be spelled out. Regarding voluntary withdrawal of signatories, those countries
which have investment shares have & vested interest which should be recognized.
Signatories would have a claim to that amount, as amortized. The method of
reimbursement upon withdrawal should be left to the Governing Body. The
Governing Body could decide, in due course, how much money was available for
reimbursement of capital to the withdrawing country. After withdrawal, the
guota share of the withdrawing country would be distributed pro=-rata among
remaining members.

The Revresentative of Austrzslis did not want to pre-determine how often
quotas should be changed. Potential withdrawing countries were of two tyves:
(1) voluntary; (2) those which were expelled. The definitive arrangements
should give consideration to the investment of the withdrawing country. He
wondered what the rights of countries which voluntarily withdrew should be.
He also wondered what the rights and obligations of the remaining members
were regarding taking-up the withdrawing country's investment share.

The Representative of Javan said that access to the system should be
slovcal and on a non-discriminatory basis. Direct access could be obtained
v rayment of utili.ation charges, subject to proper terms and conditions.
Accordingly, he supported paragravhs 554 and 555. The question of withdrawal
was covered in the Interim Agreement under Article XI, which could be included
in the definitive arranczements.

The Renresentative of Canada said that, regarding U.S. comments, he
believed that the settlement of withdrawal should be on an annual basis,
because this would prevent unnecessary bookieening. The obligation of the
remaining members to ta-e un the withdrawing country's share should be
svelled out. This could be done by some modificatinn of Article XI(d) and
(e). Regardineg the comments of the Indian Representative on withdrawal, he
pelieved the rights of members, as well as their obligations, should be
spelled out.

The Rervresentative of Denmark indicated that members and non-members
should have access under the zame financial conditions. If a country can
choose to become a member, there should not be too great a penalty for
withdrawal. The Interim Asreement penali.es withdrawl in that it requires
payment both of commitments, up to the time of withdrawal, and obligations
for the future, without spellinz-out any corresponding rights. If there
were a withdrawal, the withdrawing country should get its money back.
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I a couniry were not sure that it would pet its money bac't, it might
deplete its investment share tefore withdrawing. On the other hand, iy
it was reimburced it would have no reason to withdraw.

The Representative of Frznce said that, upon withdrawal, a country
should get back the net worth of its remaining investment, minus an appro-
priate amount {or depreciation. If the budget were balanced, it would also
met interest on its cavital. If revenues did not cover depreciation and
int rest at the time of withdrawal, there would be a ripnt to such amounts
from future revenues. _.' the withdrawing country did not have the rights
mentioned above, it would be treated unfairly. This would be particularly
bad for countries with a substantial capital investment.

The Representative of the United Kingdom said that the Interim Agreement
provided that upon withdrawal a country should meet all its obligationms,
including amounts not paid. Furthermore, i 2 rights of remaining members
were readjusted. He believed a similar provision in the definitive arrange-
ments would be avpropriate. He noted the desirability of compensating the
withdrawing country, but pointed out that that country's obligation should
also be maintained. If the withdrawing country was paid compensation, there
was the problem of reconciline two principles: (1) If the princivle of
investment related to use were maintained, remaining members would have to
increase their investment shares; (2) on the other hand, members should not
be forced to increase their investment.

The Representative of Syria supported the positions of India, Denmark
and France. He believed that the withdrawing country's investment should
be safleguarded.

The Representative of Germany said, regarding Item V, that he supported
paragraph 554 and had done so at the time the ICSC Repcrt had been
orepared. Non-members could have access via members' ground stations.
The non-member would have financial oblications to the organization.
Regarding Item VI, the provisions of Article XI(a), (b), (c) of the Interim
Apreement, should be included mutatus mutandis in the definitive arrangements.

In accord with paragraph (25, the Assembly could require withdrawal vhen
obligations had not been maintained.

The Revresentative of Swit:erland said that financial interests of
all members should be safeguarded. This subject should be studied fv ther
in a woriing varty. The amount that should be paid back a withdrawing
country should be ba:s 1 on the market value of its assets in the organization.
Tt = Representative of the Netherlands saw the question of withdrawal
as primarily legal.

The Repnresentative of Australia believed that the voluntarily with-
drawing country should have rights, but that the expelled country should
not necessarily have thea. The withdrawing country has certain obligations
rezarding monies vpresently due and monies committed by contract.
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The Representative of Cile said that there must be some advantace in
remaining in thie organization.

The Representative of Venezuela supported the Representatives of Chile
and Australia. Withdrawing and expelled countries should be differentiated
and conditions of withdrawing should be defined. Regarding voluntary
withdrawal, perhaps Article XTI of the Interim Agreement could be followed.
The expelled country might not be fulfilling its obligations and for this
reason nmight be asked to withdraw. It should not receive compensation upon
such withdrawal.

The Representative of Morocco supported the Swiss proposal to establisn
a working group. He pointed out that at the outset investment was larze and
revenues small; at the end the reverse situation obtained. With such a
complicated problem, experts should be called in to determine a solution.

The Chairman explained the contemplated procedure. First, ovinions
would be expressed; hopefully members' views would be modified; there would
then be a second round of debate; if there was no agreement, the problems
would be given to specific work groups. Accordingly, the Committee might
wish to take up the suggestion of the Swiss Representative for a working
party after the second round of discussion.

The Representative of Australia pointed out that withdrawal presented
problems. The withdrawing country's quota should be reapportioned according
to utilization by remaining members, but on the other hand such remaining
members should not be required to taxe what they did not want.

The Representative of France believed it impossible to distinguish
completely between discrimination and non-diserimination, because a country
ready to withdraw involuntarily from the organization very likely would
arrange to leave the organization voluntarily to avoid any penalty. It
might be preferable therefore to apply equitasble treatment to voluntary
and involuntary withdrawals.

The Representative of Denmari thought the distribution of quotas released
by the withdrawl of a member should be the same as that applied when shares
are adjusted.

The Representative of Italy believed that the machinery for dealing with
withdrawals should be studied by exverts. A going commercial concern was
being created and risks were anticipated. Care must be taen not to en-
courage withdrawals. 1In considering standards for withdrawals of members
with 1.5 or 2% interest in the organization, the applicability of such
standards to the withdrawal of a member who owned 45 or SO% of the capital
of the orgeanization might be overlooxed. Rather than a bonus for withdrawal,
a penalty should be considered.
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The Levresentavive <f Venrcueia obgerved that there scemea to be
three curpested catesories of withdrawal; voluntery, Corced and required
witndrawal. 1In his view there were Just two catercries: voluntary witndrawnl
and withdrawal Tor failure to comoly with the rules.

The Representative of Beleium believed stronzly that this matter shoula
be referred to a group of experts. In repard to Agenda Ttem VII, more
specific data were needed to consider the tinanciul acpects ol the dilfTerent
kinds of withdrawal acticns, such as, partial, forced, expelled, and tLrans-
ition withdrawals. He, therefore, supported the Cwiss provosal for a suall
working group.

The Chalrman requested the Committee's guidance concerring desired
vrocedures. He felt an exchanre of views was needed so that the terms of
reference for a wor-ing party were not too hastily drawn. In first exchanging
views, then pnreparing a swmmary, next debating a second time, and finally
referring to a wor-inm varty those aspects still not agreed, he hoped to
maximize the Committee's effectiveness.

The Revresentative of Italy observed that the Committee appeared to
arree with the Chairman's su-nestion, which he also suprorted. He agreed
with the Representative of Belgium that withdrawl presented a spvecial problem
vhich might be given to a small working groun of experts.

The Revresentative of Canada agreed with Switzerland, Belgium and Italy
apout settins up a working rroup now. He noted the presence of several experts
on financial matters and thought that, given a few hours, a g1 up of these

individuals could provide some concrete proposals for the Committee to
consider.

The Representative of the Philippines did not entirely apree with the
Cenadian view since some delegates had not yet expressed their views. He
felt the matter went beyond financial issues and preferred a second round
of debate before establishment of a working group.

The Reprecentative of France supported the creation of a worki g gr
with additional responsibility for the substance of Agenda Item VII.

The Chairman noted that the Committee has not yet discussed Item VII
and thought it therefore vwremature to assign it to a working party.

The Representative of TIrance agreed and suggested discussing Item VII
where the technical problem was guite similar to that of Item VI.

The Chairman asked whether the Committee could accent a working party
for Item VI and other items which misht be finished in the first round of

debate today. He referred to the desirability of establishing one working
narty rather than a multiplicity of them.
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The Representative of the Netherlands supporzed a second ronnd of
debate next wee< and then the establishment ol a woriking grouu.

The Revresentative of the United Kingdom thought a wor.ing party could
be particularly heloful on the subject of withdrawal but favored a second
round of debate before its establishment.

The Revoresentative of Syria thought Point VI had been Tully covered
and the time had come to vroceed to the next item.

The Revresentative of Venezuela recommended that debate proceed to
tem VII; the Agenda could be reviewed afterwards and a decision taken on
workxing parties.

_ The Chairman suggested that the Committee debate Item VII and establish
a working group the first part of next weei.

The Representative of Belgium explained his statement about withdrawal
during transition. He had merely observed a connection between Item VI and
Item VII in that there would be some partial withdrawals as members' quotas
were increased or decreased during the period of transition to the definitive
arrangements.

Concerning Item VI, the Representative of the Philippines felt that
while on the one hand there was a need that a witndrawing country be reim-
bursed for its invested capital, on the other hand this could endanger the
viability of the system if it encouraged a major investor to withdraw.

Also, provisions encouraging non-discriminatory direct access, regardless
of mermbership in the orszanization, could mean that there wwas little incentive
o memoership. Withdrawal should be discouraged, not encouraged.

Ttem VII: Financial Asvects of Transition from Interim Arrangements to
Definitive Arrangments

The Representative of the United States referred to the U.S. paver,
Com. III/?, whose provisions concerning transition covered three needed
determinations: (1) selection of a period of time preceding the definitive
‘rrangements over which system-use would be measured; (2) development of a
workable method to measure use during that period; and (3) development of
an equitable method to determine INTELSAT's investment valuation at the
time of entry into force of the definitive arrangements. - 1959 could be the
period for determining new quotas. Doc. 10, starting with Article IV on
page 32, covered these matters in detail.

The Chairmen observed that it might be difficult to debate this topic
at the present time. By the second round of debates, he hoped Committee T
would be further alon~ with its consideration of related matters.
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The Renr sentolive of Ausciralis woreed witn the Chalrman.  Voouetion
of ascets was the heart of this questinn. There was almost certain to be
some chance in quotas after the trarsition pericd. The question of rirhts
of Signatories expecting a return on their capital would be an important
question.

The Representative of Argentina thousi that when the ~ finiti
agreements enter 1 into force, investmeni shares would have to be modified
and decisions made concerning countries whose quotas increased--whether they
must accept the increase or not. Countries should not be obliged to accept
the increased quota, but all should have the right to do so.

The Representative of the Netherlands said that, in determining the
value of property, the net vayments method, as described in the U.S. paver,
should be used. The Representative of France agreed with Australia that the
question of return on capital must be examined. He agreed that from a
Juristic viewpoint the Committee needed the conclusions of Committee I, but
that Committee IIT could nevertheless study financial aspects without await-
ing the results of Committee I. Members of the future organization should
not be obliged to take up their new quotas. Countries could increase their
quota by increased leasing of circuits. In other words, they could buy some
of the increase and lease the rest.

The Representative of Germany suggested the Committee defer further
consideration of this topic until it reached its decisions concerning Items
I and IV.

The Representative of Australia noted that if the Committee were to
discuss the value of INTELSAT vroperty it misht be advantageous to have

information on the different methods of valuation.

The Representative of Chile inaquired about the vossibility of obtaining
financial assets figures up to December 31, 1958.

The Representative of the United States stated that figures for this
period could readily be made available.

Next Meeting

The Chairman announced the next meeting of Committee ITI at 2:30 p.m.
Tuesday, March 11, in the Main Conference Room.

The meeting was adjourned at L:3L4 p.m.
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SUMMAT ¥ RI'CORD--SEVENTH SESSION OF COMMITTEE III
TUESDAY, MARCH 11, 1959

Convening ol the Session

The meeting was convened in the Main Conference Rcom at 2:35 p.m.
by Chairman White.

Announcement

The Chairman said thuat Mr. Claude Badoux, Chief of the Interpreting
Section for the ICSC Report had been killed in an accident yesterday. He

wished to express condolences on behalf of the Committee and requested that
they be conveyed to Mr. Badoux's family by the U.S. Delegation.

Summaries of the Committee's Consideration of Tts Work Program: Procedure

The Chairman called the Committee's attention to Documents Com. TTI/41
through L4 which summarized the Committee's consideration of its Work Program
thus far. The summaries had been prepared by himself, the Vice Chairman and
the Secretary. There were two ways the Committee could take decisions:

(1) by recording agreement on various issues; or (2) by voting. He preferred
the first method, using the second only where there was conflict.

The Representative of Malsysia vointed out that 8ll memoers were not in
Committee IIT and questioned therefore whether a vote was binding. The
Chairman said the rules of procedure provided that on substantive matters a
two~thirds majority of those present and voting was necessary, whereas on
procedural matters a simple majority was sufficient. Committee votes wo " 1 be
transmitted to the Plenary Sessic for consideration and final decision.

The Representative of France observed that small delegations were not Lally
represented in the Committee and therefore its votes would not fully represent

the views of members. Accordingly, he sugrested leaving voting to the Plenary
Sessions.

The Representative of New Zealand believed that the Committee should form

its views without voting if possible. He might go along with the Committee's
decisions now but later object tn them in the Plenary Sessions.
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The Chairman noted that every matter discussed in Comuittee could be
reopened in th~ Plenary Session if desired.

The Representative - B-lgium supported the Representetive of France in

the view that there sho .d 1= no voting on Document Com. IZT/h1.

The Representative of Denmark also favored attaining e consensus in the
Committee and leaving voting to the Plenary Sessions. This was followed by
Committee IV,

The Chairman then set forth a possible approach to the matter of
summary documents. There were four papers: Com. IIT/41, Com. III/k2,
Com, III/43 and Com. ITI/44. Com. IIT/41 summarized the first round of debate
on the first four sections of the suggested work program. It tried to capture
the principal issues raised by the delegates in their papers and statements,to
clarify the questions raised and to indicate degrees of support for various
viewpoints. As a result, some issues might be decided by the Committee
unanimously or through a large consensus, for example, the minimum quota of
.05%. On Section F of Com. IIT/h1, however, the Committee would Probably need
to establish a working perty to evaluate the alternatives suggested in the
first round of debate. The working party would want usage data and forward
estimates to test various proposals against factual informazion. COMSAT would
provide any usage data and forward estimates required. Other Sections in
Com. III/M1 might also necessitate a working party. Document Com, III/L3,
covering Item IV of the suggested work program, presented many issues which
might well be decided in the Committee, with undecided matters being referred
to the previously established working party. On Com. III/42, Committee I had
already set up a working party to go into the problem of access. Sections
554=556 of the ICSC Report were confusing and thus a drafting committeee would
seem necessary. Committee IIT might wish to wait until Comittee I had acted.
On Com. III/hk4, covering Items VI and VII of the suggested work program, the
Committeee might wish an expert review by a small workirg mrty different from
the previous one.

Discussion on Document Com. ITI/41

The Representative of Portural mentioned that his country has to handle
public domestic traffic similar - ‘he examples mentioned in Section F1(c)
of document Com. III/M1.

The Representative of the Federal Republic of Germany esked the Chairman's
opinion on whether only decisions re'ating to public telecormunications service
would be discussed and suggested there be no discussion regerding special
services. The Chairman said the purposes of the system were partly a question
for Committee I. Section F of Com, IIT/41 included different possibilities,
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The Representative of Ireland supported the Italian formulation.

The Representative of Australie said that every member should have s
minimm percentage and Y7 was reasonable.

The Reprecentative of Mslaysia nointzd out that .05% represented three
out. of the A0NO cirruits which is aoproximately the total capacity available
when the opresent series of INTELSAT III satellites are launched. Even small
countries would soon nse that many circuits; thus a minimum share of .05%
would apply mainly to countries which do not use the system at all. Malaysia
sees no difficulty in apnlyine .05% as the minimum quota.

The Representative of Nigeria supported the minimum basic share of .05%
as did the Representative of the Federal Republic of Germany.

The Representative of Mexico pointed out that countries having less than
1% of the investment numbered 57; those having 1% to 5% numbered 8; 5% to 8%
numbered 3; and those greater than 8% numbered 1. Eighteen of the low 57
had less than .05% and totaled less than 1% of global telecommunications. Of

these eighteen many have a usage near .04%, so an upward adjustment of .0l%
would be insignificant. Need for working capital would be higher in the future.

Accordingly, his delegation supported a minimum basie share of .05%.

The Representative of the Netherlands supported a minimum but said the
amount should be determined later. If investment were related to voting perhaps

the minimum should be greater than .05%.

The Representative of Japan supported a minimum basic share of .05%. He
also pointed out that Section E related investment shares to actual use and
accordingly did not agree with Section E.

The Representative of France asked if .05% was & minimum below which no
country could go.

The Chairman said the minimm was an absolute floor.

The Representative of India supnorted e minimum basic share of .05%,
without a commitment as to the method of determination of quota shares at
this stage.

The Representative of Austria said the only difference between Sections C
and D was whether the basic share should be given separately from the : >unt
given for use. Regarding Section E he supported par:i raph 512,

The Chairman suggested the Committee confine its discussion to Section C
and not consider how the .05% was arrived at.

The Representatives of Belgium, Colombia, Ethiopia and Peru supported a
minimm basic share of .05%.
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The Representetive of Spain pointed out that this was the situation
at present.

The Repres:~‘tative of Syri. -cferred to the Kuwaiti paper, Com. III/3
and the Syrien paper, Cc.. 1II/lU. He said some small countries could afford
& share bigger than the minimum basic share while others couvld not., The
latter should be allowad to choose a lesser amount for their quota.

The Representative of the Philippines had supported a minimum basic
share of less than .05% because this would be more attractive to smaller
countries. 1In view of the support he saw for .05% he said he would go
along with it but hoped for further consideration. The minimum basic share
should be lower than .05% when 17 countries had less than that amount.

The Chairman observed that if the organization's net worth were one hundred

million dollars, .05% would be fifty thousand dollars and .(25% would be
twenty-five thousand dollars,

The Representatives of Argentina and Brazil agreed with the minimum basic
share of .05%.

The Chairman asked if he could record the Committee's consensus in favor

of a m%nimum basic share and that the amount of that minimum basic share should
be .05%.

The Representative of Canada accepted the minimum basic share of .05%,

The Representative of Italy supported a minimum basic share of .05%
regardless of use; any quota above .05% should be related to usage.

‘ The Representative of Ecuador stated that as an obgerver he was pleased at
the proposed adoption of the figure of .05% as a minimum basic share.

The Representative of Iran supported the .05% figure a | asked if it would
be allotted to a country not qualifying for a higher quota.

The Representative of France could not support the present proposition. It
would mean that a small country like Monaco, which could not accept & ¢ 111 f ced

quota because of the amount of cs +tal required, would have to withdraw from the

organization. Thi& would be unfori. ~te because the organization should be global
and universal.

The Chairmen observed there Was a consensus on & minimum bagic quota, that

the figure for this quota should be .05%, and that no member would be entitled to
a lower quota. He noted the exception taken by France.

The Representative of Pakistan invited the attention of the Committee to
Section E and stated that it did not seem to compel & minimum quota.
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The Cheairman noted that Section E was yet to be debated. This debate
would cover the question of which countries have a right to accept or reject
the allotted quotas.

The Representative of Morocco believed that the problem of the minimum
basic quota mentioned by France should be discussed under Section E.

The Representative of Tunisia said the Committee should take no asction
in opposition to the desire for universality. He supported the principle of
a minimum basic share if a lower amount could be selected.

The Representative of Italy asked for information on the amount of a
share of .05% as of January 1970 in order that any difficulty could be
evaluated,

The Representative of the United States confirmed that the amount of this
share as of the end of 1969 would be fifty thousand dollars.

The Representative of Sudan supported France on a lower limit for & share
because some countries had less than .05% now.

The Representative of Belgium noted that fourteen countries have & lower
ghere than .05% and that this is a relatively large number.

The Representative of Mexico noted that Morocco and Tunisia had raised
questions about the difficulty faced by some small countries if they were
compelled to adjust their payments upward. He stated that Ttem D is closely
related to Item C and said that the status quo would be desirable for those
countries having quotas under about 8%.

The Representative of Kuwait thought Section D should be considered before
making a decision on Section C,

The Representative of Chile believed the minimum basic shere should not be
made compulsory but should be left up to each country.

The Representative of Nigeria noted a consensus favoring .05%. Perhaps
Section C could establish the minimum quota and there could be a savings clause
in Section E to take care of the problem raised by eertain delegations. The
title of Section E does not stipulate what kind of quota is intended.

The Representative of the Netherlands thought the provision for a minimum
basic share h . been originally included to protect the small co tries from
having too small a share. It now appeared that such countries did not desire
this protection.

The Representative of Switzerland proposed noting the Committee's decision
to fix .05% as the minimum basic share. He suggested that countries not agreeing
could express their views in a plenary meeting.
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The Chairman recorded the action of the Committee alonz the lines of
the proposal of Italy that the minimum basic share would be stipulated as
.05% and that the matter would be again considered before the Committee
reported. He proposed to proceed to Section E and recalled that in the first
round of debate there wa' . >U a full measure of expression oy all delegates
cor :rning the rejection of guotas. The question to be debated was whether
countries have a right t» reject the quotas.

The Representative of Morocco said *t must be known whether a basic quota
or an entire quota is intended. He said he interpreted the meaning to be the
minimum quota.

The Representative of the United States supported the investment use
concept with a minor deviation to accommodate members who were not yet users
of the system. A country could Jjoin the organization and receive benefits

before becoming a user. Members using the system should, however, bear their
just share according to their use.

The Representative of Malaysia agreed generally that iavestment should in
some way be related to use. Whatever formula that the Conference may finally adoot
in determining investment shares, there is a need f« certa.n degree of flexibility
and the formula should not be rigidly applied in a strict mathematical sense.
A country should be given the option not to take up the full amount of quota
it is entitled to, if that country finds it difficult to do so for reasons
of its own. Also, any country not wishing to change the present quota on
entering into the Definitive Arrangement, should not be compelled to do so.

The Representative of Nigeria noted that a definition of the term "quota"
in the title of Section E may resolve the problem in Section C. He expressed
the view that a Signatory should not be forced to change its quota.

The Representative of Pakistan supported the view of Malaysia. In the case
of Pakistan, & country which did not have an earth station, its present share

would have to be reduced under the compulsory proposal. A country should not be
compelled to reduce its present quota.

The Chairman requested delegates in their statements to indicate wh ;t -
they meant the quota held by a country or a gquota to which a country is entitled.

The Representative of Canads stated, in regard to Sect-on E, that if tt
Committee desired to maintain the relationship between investment and use it would
be necessary to stipulate the obligations of membership. A continuation of t
present procedure under ICSC would eventually cause some quotas to be reduced.
Traffic in some areas would increase less than it did in other areas with a
consequent readjust ':nt of quotas.

The Representative of Denmark noted the necessity to make a distinction for
those quotas held under the terms of the Interim Agreement. It would be wrong
to force an increased quota upon members., It was not necessary to decide now
what happened to the quotas held because Committee I or Committee II might be
considering matters which would determinc this.
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The Chairna:. noted t! ~t (l) Article X of the Interim Agreement provided
safeguards for erjsting © .>stments; (2) Item IV of the Commmittee's working
program concernec¢ rights w=rd¢ obligations.

The Representative of Australia referred to the problem of tying the quota
share in a rigid mathematicnl way to use of the system. A country should not
be forced to reduce it~ :ota and a county ghould not be required to take a
rigidly determined quot-..

The Representative of Syria noted that a decision had already been taken
about the amount of the minimum share. Rejection of a quota can only be decided
when the amount of traffic and the use of the space segment is related to the
quota of a country.

The Repres« tative of Chile reminded the Committee that relating investment
shares to use implied both rights and obligations. An obligation might be
relieved if another country wished to increase its share.

The Representative of New Zealand supported Malaysia, asreeing that the
relationship between use and investment should not be a precise mathematical one.
The question of willingness to meet obligations did not arise. Small users were
willing and able to pay for the right of use, including the provision of capital.
The flexibility which had been achieved could be continued to allow adequate return
on capital if it were provided. A :ake in managemesnt would be an attractive
feature also.

The Representative of France agreed that if proper flexibility were provided,
all the problems might be met. A system could be based on the circuit capacity
which a country reserves for its future needs., The user wouid then benefit according
to his choice, either as a co-owner or as a les >r, and could change from one
category to the other. Participation would then be partly by investment and partly
by lease. If this proposition were unsatisfactory, provisions could be adopted
somevwhere between this and the written proposals being considered by the Committee.

The Representative of Argentina observed that most delegations supported
paragraph 498, i.e., & quota based on actual use, and suggested that Section C be
considered in two parts. First, a provision could be adopted so that use of the
system would determine the maximum investment of each country. Later, provisions
could be considered for determining rhether all countries were obliged to reach
this investment level or not.

The Representative of India noted difficulty in following the discussion on
Section E because of its interrelationship with other items. The purpose of
Section E was to enable countries which had difficulty in providing cavital to
limit their quota. The Representative of India agreed with the Representative
of New Zealand who had mede it clear that a country's contribution of limited
capital short of the usage formula was not necessarily tantamount to a failure
to meet its obligation. With some rate of return on capital provided, it is
preferable to keep an option open for merbers to meet their obligation by way
of usage charges rather than as an inves‘rnent share.




The Representative of the Unid

1 Kingdom could not agrcee with naragravh H10
of the ICSC Report without more qualificaticns. It would perho.s be inavyropriace
for the organization to c..7ist that existing members with very small sheres increase

their shares to a new minimum level.

As to the other case of a Signetory wishing
to have a larger chare than the normal formula might providc, ony freedom here must be
very clearly defined, and the auestion could not be fully resolved under this arenda
item.

The F resentative of I Ly pointed out that when a country increased its
use of the system it meant the traffic demand was good. On “he other hand
reduced traffic meant a reduced use of the system and a couitry would be reimbursed
for the amount it contributed at the next adjustment period. The soundest
principle for & commericsl system is the principle of adjustinz the basic shares
and the investment quota according to actual use,

The Representative of Switzerland noted that some of the delegations
appeared to want to provide for shares in excess of the system and others to want
to provide for shares less than the use. The over~all objective should be to
encourage investment as a right rather than as & duty. Section E appear 1 to
include two principles: (1) a country could take a lower quota than that allotted
Lo it according to use; and (2) it could request a higher quota than tl allottment.
While there was no difficulty with the first principle thers should be with the
second. There could be a provision that a country wishing <o take a lower quota
could do so if another country were ready to assume an increased quota,

Formation of Working Party

The Chairman noted that it wes ncar adjournment time aid asked the Committee
To consider agenda items VI and VII. It hacd been decided last week that a working
party of experts was needed. He asked for “he views of delegates.

The Chairman, in the sbsence of objection, established the working party.
The work program consisted of Doc. Com. III/44, with the addition of Doc. 8 sub-
mitted by Sweden. The composition of the working party was propesed and approve
as follows: Argentina, Australia, Colombia, France, India, Kuwait, Mexico,

Netherlands, Nigeria, Sudan, Switzerland, the United " i1gdom and the United States.
The working party will select its chairman.

The Representative of the United Kingdom observed that the personnel

for this working party might have . be different from the Dersonnel of the
other working party to be establishert,

The Chairman noted that this consideration could determine whet! r the
working party would be able to meet simultaneously with the other working party
or not. He announced that a change ir the schedule will permit the Committee

to meet in the main conference room tomorrow morning and adjourned the meeting
at 5:35 p.m.
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The Chairmen rnoted that every mwatter dizcung:id in Jormittee could be
recpensd in the I'lepary Session 17 desired,
The Representative ol Beizium sunported the RPiprecerntative of France in
the view that there shovlia e no vobing on Documenc (oo, III/hl.
The Representative o7 Denmark also favored sttaining & consensus in the
Committee and leaving voting to the Plenary Sessicns. This was Tollowed Dy
Committee TV,

The Chairmen then set forth a vossible epproach 1o the matier of
sumary documents, There were four gpapers: Com. 1II/U1, Com. IITI/he,
Com. TII/43 end Com. IIT/44. Com. ITT/41 summerizaed the first round of debate
or. the first Tour ssctions of tre suggested work program. It 4ried to capture
the principal 1ssves raised by the delegates in treir papers and statements,to
clarify the questions rcised and Lo indicate degrees of support for various
viewpoints. As a result, some issues might be decided by the Committee
unanimcucsly or through a larze consensus, for example, the minimum quota of
.05%. ©On Section F of Com. III/41, however, the Cosmitbee would probably need
to establish a working party to evaluate the alternatives suggested in the
first round of debate. Tre working party would went usage data and forward
estimates to test various proposals against factual information. COMSAT would
provide any ussze data sand forwvard estimetes required. Other Sections in
Com, ITT/41 might also necessitate a working perty. Document Com. IITI/43,
covering Item IV of the suggested work progren, presented many issues which
might well be decided in +he Committee, with undecided matters being referred
to “he previcusly established working party. On Com. ITI/H2, Committee I had
elready set up & working party to go into the problem of access. Sections
534+555 of the ICSC Report were confusing and thus a drafting committeee would
seem necessary. Committee IIT might wish to wait until Committee I had acted.
On Com. III/MH, covering Items VI and VII of the suggested work program, the
Committeee might wish &n expert review by & small workirg prty different from
tne previcus one.

Discussinon on Document Com. ITI/L1

The Representative of Portugal indicated regarding Com. III/hl, Section F
1 (c) that, like the Representative of the United Kingdom, he was concerned
about trafiic to an overseas possesgion. Accordingly, he suggested amending
the gection anpropriatelv.

The Representative of the Frderal Republic of Germany asked the Chairman's
opinion on whetner only decisions relating to public telecommunications service
would be discussed and surzested there be no discussion regarding special
services. The Chairman said the purposes of the system were partly a question
for Committee I. Section F of Com. ITII/h1 included different possibilities.







Com. ITII/SR/7
U TR
The Representative of Ireland supported the Tialian formuiation.

The Representative of Australia szid that every member should have a
minimum percentage and .05% weas reasonsble.

The Representative of Malaysia said that .05% represented three out of
the 6,000 units of satellite operation. FEven small countries would soon use
that much; thus & minimum share would apply to someone who did not use the
system at all.

The Representative of Nigeria supported the minimum basic share of .05%
as did the Representative of the Federal Republic of Germany.

The Representative of Mexico pointed out thet countries having less than
1% of the investment numbered 57; those having 1% to 5% numbered 8; 5% to 8%
numbered 3; and those greater than 8% numbered 1. Ejighteen of the low 57
had less than .05% and totaled less than 1% of global telecommunications. Of
these eighteen many have a usage near..Oh%, so an upward adjustment of .01%
would be insignificant., Need for working capital would be higher in the future.
Accordingly, his delegation supported s minimum basie share of .05%.

The Representative of the Netberlands supported a minimum but said the
amount should be determined lster. If investment were related to voting perhaps
the minimum should be greater than .05%.

The Representative of Japan supported a minimum basic share of .05%. He
also pointed out that Section E related investment shares to actual use and
accordingly did not agree with Section E.

The Representative of France asked if .05% was a minimum below which no
country could go.

The Chairman said the minimum was an absolute floor.

The Representative of India supported a minimum basic share of .05%.

The Representative of Austria said the only difference between Sections C
and D was whether the basic share should be given separately from the amount

given for use. Regarding Section E he supported paragraph 512,

The Chairman suggested the Committee confine its discussion to Section C
and not consider how the .05% was arrived at.

The Re resentatives of Belgium, Colombia, Ethiopia and Peru supported a
minimum basic share of .05%.
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The Chairman noted thst Secticn E wag vet to be debated. 7This debate
would cover the question of which countries have & rignt Lo accept or reject
the allotted quoias.

The Representative of Morocco believed that the provlem of the minimum
basic quota mentioned by France should be discussed under Section E.

The Representative of Tunisia said the Committee should take no action
in opposition to the desire for universality, He supported the principle of
a minimum basic share if a lower amount could be cselected.

The Reprasentative of Italy asked for information on the amount of a
share of .05% as of January 1970 in order that any difficulty could be
evaluated.

The Representative of the United States confirmed that the amount of thisg
share as of the end of 1959 would be fifty thousand dollars.

The Representative of Sudan supported France on a lower limit for a share
because some countries had less than .05% now.

The Representative of Belgium noted that fourteen countries have g Jower
share than .05% end that thisz is a relatively large number.

The Representative of Mexico noted that Morocco and Tunisia had raised
questions about the difficulty faced by some smell countries if they were
compelled to adjust their payments upward., He stated that Item D is closely
related to Ttem C and said that the status quo would be desirable for those
countries having quotas under about 87,

The Representative of Kuwait thought Section D should be considered before
making a decision on Section C.

The Representative of Chile believed the minimum basic share should not be
made compulsory but should be left up to each country.

The Representative of Nigeria noted s consensus favoring .05%. Perhaps
Section C could establish the minimum quota and there could be a savings clause
in Section E to take care of the problem raised by certain delegations. The
title of Section E does not stipulate what kind of quota is intended.

The Representative of the Netherlands thought the provision for a minimum
basic share had been originally included to protect the small countries from
having too small a share. It now appeared that such countries did not desire
this protection.

The Representative of Switzerland proposed noting the Committee's decision
to fix .05% as the minimum basic share. He sugpested that countries not acreeing
could express their views in a plenary meeting.
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The Chairman recorded the action of the Cow " “tee along the lines of
the proposel of Italy that the minimwm basic shasre would be stipulated as
.05% and that the matter would be again congidered beforzs the Commi Litee
reported. He proposed to proceed to Section C and recalled that in the firgt
round of debate there was not a full wmeasure of exmression by ail delegates
concerning the rejection of quotas. The question to be debated was whether
countries have a right to reject thne quotas.

The Representative of Morocco said it st be known whether a basic gquota
or an entire quota is intended. He said he interpreted the meaning to be the
minimum quota.

The Representative of the United States supported the investment use
concept with a minor deviation to accommodate members who were not yet users
of the system. A country could join the organization and receive benefits
before becoming a user. Members using the system should, however, bear their
Jjust share according to their use. '

The Representative of Malaysia apgreed generally with the formula and said
the quota should not be applied in a strict mathemstical sense. A country not
wishing to change the quota it had upon becoming a member should not be required
to do so.

The Representative of Nigeria noted that & definition of the term "quota
in the title of Section £ may resolve the problem in Section C. He expressed
the view that a Signatory should not be forced to change its quota.

The Representative of Pakistan supported the view of Mal rsia. In the case
of Pakisten, & country which did not have an earth station, its present share

would have to be reduced under the compulsory proposal. A country should not be
compelled to reduce its present quota.

The Cha}rman requested delegates in their statements to indicate whether
they meant the quota held by a country or a quota to which a country is entitled.

The Representative of Canada stated, in regard to Section E, that if the
Committee desired to maintain the relationship between investment and use it would
be necessary to stipulate the obligations of memberst >. A continuation of the
present procedure under ICSC would eventually cause some quotas to be reduced.

Traffic in some areas would increase less than it did in other areas with a
consequent readjustment of quot:

The Representative of Denmark noted the necessity to make a distinction for
the quotas held under the terms of the Interim Agreement. It would be wrong
to force an increased quota upon members. It was not necessary to decide now
what happened to the quotas held because Committee I or Committee II might be
congidering matters which would determine this.
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The Chairman noted that (1) Article X of the Interim Agreement provided
safeguards for existing investments; (2) Item IV of the Conmmittee's workin:
program concerned rights and oblipations.

The Representative of Australia referred to the problem of tying the quota
share in e rigid mathematical way to use of the system. A country should not
be forced to reduce its quota and a county should not be required to take a
rigidly determined quota.

The Representative of Syria noted that a decision had already been taken
about the amount of the minimum share. Rejection of a quota can only be decided
when the amount of traffic and the use of the space segment is related to the
quota of' a country.

The Representatvive of Chile reminded the Committee that relating investment
shares to use implied both rights and obligations. An obligation might be
relieved if another country wished to increase its share.

The Representative of New Zealand supported Malaysia, agreeing that the
relationship between use and investment should not be = precise mathematical one.
The question of willingness to meet obligations did not arise. Small users were
willing and able to pay for the right of use, including the provision of capital.
The flexibility which had been achieved could be corntinued to allow adequate return
on capital if it were provided. A stake in menagement would be an attractive
feature also.

The Representative of France agreed that if proper flexibility were provided,
all the problems might be met. A system could be based on the circuit capacity
which a country reserves for its future needs. The user would then benefit according
to his choice, either as a co-owner or as a lessor, and could change from one
category to the other. Participation would then be partly by investment and partly
by lease., If this proposition were unsatisfactory, provisions could be adopted
somevhere between this and the written proposals being considered by the Committee,

The Representative of Argentina observed that most delegations supported
paragraph 498, i.e., a quota based on actual use, and suggested that Section C be
considered in two parts. First, a provision could be adopted so that use of the
system would determine the maximum investment of each country. Later, provisions
could be considered for determining whether all countries were obliged to reach
this investment level or not.

The Revpresentative of India noted difficulty in following the discussion on
Section E because of its interrelationship with other items. The purpose of
Section E was to aid some countries in contributing the capital required.
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The Representatlive of Rew Zeelend tad mede it clear Lhat a
Tailure to contribute capital acceording Lo Lne prescribed Sormat wes nor
necessarily tantamount te & failure to mest its ovliFation. Becouse of too
rate of return, it was preferable %o keep an option cpern to pay more in use
charges than to pay an investment share all at cone time,

coortaey' s

The Representative of the United Kinzdonm could not agree with parazravs 517
without more gualifiecavions. Tt wouwld he wrong for the orzanization Yo iwasist
that existing merbers participate in the new crganization under e new Tormulsn.
There was also the other case of s Signatory wiskines %o have a larger share than 4he
formula might provide., The question could not be fully resolved uwider tnig
agence item.

The Representative of Italy pointed out that when a country increased its
use of the systam it meant the traffic demend was geod. On the cther hand
reduced traffic meant a reduced use of the system and & country would be reimbursed
for the amount it contributed at the next adjustment period. The soundest
principle for & commeriecal system is the principle of adjusting the basic shares
and the investment quota according to actual use.

The Representative of Switzerland noted that some of the delegations
appeared to want to provide for shares in excess of the system and others %o want
to provide for shares less than the use. The over-all objective should be to
encourage investment as a right rather than es s duty. Section E appeared to
include two principles: (1) a country could take a lower quota than that allotted
to it according to use; and (2) it could request a higher quots than the allottment,
While there was no difficulty with the Tirst principle there should be with the
second. There could be a provision that a country wishing to teke a lower quota
could do so if another country were ready to assume an increased quote.

Formation of Working Party

The Chairman noted that it was near adjournment time and asked the Committee
to consider agenda items VI and VIT. It had been decided last week that a working
party of experts was needed. He asked for the views of deleg: =8,

The Chairman, in the absence of objection, egtablished the wwking | wrty.
The work program consisted of Doc. Com. III/44, with the addition of Doc. 8 & -
mitted by Sweden. The composition of the working party was proposed and approved
as follows: Argentina, Australia, Colombia, France, India, Kuwait, Mexico,

Netherlands, Nigeria, Sweden, Switzerland, the United Kingdom and the United States.
The working party will select itsg chairman.
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PROVISIONAL SUMMARY RECORD--EICHTH SESSTON OF COMMITTEE TTI
WEDNESDAY, MARCH 12, 1969

Convening of the Session

The session was convened at 10:14% a.m. in the Main Conference Room
by Chairman White.

Summary Record for Third Session

The Summary Record for the Third Session, Com. III/SR/3 (Final), was
accepted by the Committee.

Working Party Membership

The Representative of Australia expressed a willingness to withdraw
from the working party studying withdrawal and transition in order to reduce
its size. The Chairman accepted the withdrawal of the Representative of
Australia,.

Obligation of Countries to Change Quotas, Section E, Com. ITII/41

The Chairman said that Committee members had had a full first round
debate on Section E, Com. III/L1, which had been captured in the Summary Record
and in statements. Accordingly, he hoped delegates would now confine them-
selves to short statements.

The Representative of Peru wanted a minimum basic investment share and
believed the amount of that share should be .OS%. The R: , resentat = of France
had said that .05% would present obstacles to certain small countries. Accord-
ingly, the Representative of Peru supported .025%, Sectio; D and E were
closely related to questions of use, including international traffic and future
use. A member should be able to take a quota less than that allotted. The
overage should be distributed among those members who wanted it. If the quota
were to 1 related to use, a member should be compe led to reduce his guota,
if necessary, every two years.

Note: Any changes or corrections in this Summary Record must be submitted
to the Secretary General within 48 hours.
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The Representative of Pakistan pointed out that para. (b) (III) of
Article IX of the Interim Agreement provided for safequarding the invest-
ment of members. Accordingly, the Definitive Arrangements should not
compel members to reduce their quotas.

The Representative of Israel pointed out that para. 512 related to
existing investment quotas and that Section E related to Com. III/16. The
initial adjustment should be determined on a forecast of use in the third
year, based on the trend of past traffic and requested capacity. Periodic
adjustments, on the other hand, should be every two or three years. 1In
either case a member country whose quota was lowered should be required to
reduce its quota. A member should not be compelled to increase its quota
provided that the amount not taken could be divided proportionately among

remaining members.

The Representative of the Federal Republic of Germany referred to Section E.
If investment were related to use, members should be required to adjust their
quotas. On the other hand, if members felt their quotas to be too high, they
should be allowed to reduce them. There should be a periodic review of quotas.

The Representative of Nigeria believed that the issues in Sections C
and D had not been resolved., Para. 498 had been quoted only in part. The
concept of a minimum basis investment share would not mean that members could
not have & higher basic investment share. Some of the developing countries
wanted more than .05%. Nigeria itself had .335% and was satisfied with that
amount. However, in view of Nigeria's current limited usage, the present pro-
posals would require its share to be reduced to .05%. Under the Interim
Agreements Nigeria had been unable to arrange a combined quota of 1.5%, which
would entitle the representative of the combined quotas to obtain membership
on the ICSC Committee. Regarding Section E, if members were not compelled to
reduce their quotas when a new country entered the organization, there would be
e problem. There should be a reallocation of gquotas when new members came in.

The Chairmsn said that the .05% under C related to the minimum basic in-
vestment share. There was still the question of the rights and obligations
of existing members. There was a consensus regarding the minimum basic in-
vestment share, with certain exceptions that he would note. The Committee
shot 1 now consider whether & member was required to take a certain share,
jncluding his minimum basic investment share, or whether the member had an
option to increase or decrease it.

The Representative of Thailand said that if investment were related to
use, it would be necessary to compel an appropriate increase or decrease in
members' shares at periodic intervals.

The Chairman said he wished to formulate what he believed to be the con-
sensus of the Committee. Investment shares should be related to traffic,
whether the traffic was past or present. Members would be expected to take up
their apportioned share. However, present members who have a lower than assigned
quota should have the option of not taking up a higher share.
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The Chairman said that only a few countries, probably two or three, had
quotas substantially less than .05%. About fourteen countries had shares
near .05%, but, these had been reduced below that figure because of the entry
of new members. Thus, only two or three members might not wish their quotas
to be increased, There was a consensus for a minimum basic investment share
of .05%. The two exceptions would be existing members with low quotas, and new

ones who sought low quotas.

The Representative of Nigeria said that certain existing and prospective
members had or would want less than .05%. Accordingly, he believed that the
minimm basic investment share should be low enough to satisfy all countries.

The Chairman said that a working group had been set up to work on Section F.
He believed this working group should also examine Section D because it was
integrally related. Accordingly, the Committee was left with Sections A, B,
end G. Regarding Sections A and B, the Committee had clearly expressed its view
in the first round of debate. Section G, the frequency of quota adjustments
could be resolved in Committee. If it were not possible to capture a consensus
on Sections A, B and G, they could be considered by the group working on Sections

D and F.

The Representative of Canada sald, regarding Section E, that if e minimum
basic investment share were established it would not make sense thereafter to

meXe numerous exceptions.

The Representative of Colombia agreed with the Canadian Representative,
The Committee had agreed yesterday that new countries would have to take up a
minimum basic investment share of .05%, subject to the French exception that
existing members with less - an .05% who could not afford to increase it would not
be required to do so. Now there were discussions that new members need not take
up .OS%. If yesterday's Committee decision were maintained, new members as well
as existing ones should be required to take up at least .05%.

The Representative of Morocco said that those countries that have less than
.05% should be allowed to stay in the organization, even if they did not wish to
take up to their minimum basic investment share.

The Representative of Malaysia asked whether the Chairman could summarize
the points of disagreement.

The Chairman responded that some delegations believed that if there was a

minimum basic investment share, no one should go below it. Others believed that
some should be able to go lower. These views would appear in the summary recotds.

Frequency of Quota Adjustments

The Chairman noted that some delegations had suggested that investment quotas

be adjusted on an annual basis, while others suggested every two or three years,
Some countries beleived that annual adjustments would not be practicable for them,
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The United States Representative supported the concept of annual adjust-
ments, and suggested Item G be considered together with Items D and F by the
working group. The Representatives of Belgium and the United Kingdom supported
the United States view.

The Representative of Italy urged that the Wrking Group consider s third
alternative to Section G, Com. III/h1, permitting the Governing Body to determine
the frequency of adjusting quotas.

The Representative of Denmark, while not opposing the concent of annual
adjustments, suggested that the Working Group consider how accounting pro-
cedures with regard to capital investment would work in actual vractice,

The Representative of Malaysia noted that domestic considerations of
some countries, such as his. made annual adijustment impractical.

The Representative of Australia suggesied that the Working Group consider
both the long term and short term aspects of quota adjustments. TheArapid
proliferation of earth stations over the short term might require special
attention.

The Representative of Switzerland noted that Items C, D, F and G were
interrelated and should be considered together by the Working Qroup. Switzerland
endorsed para. 500 of Document 6, which proposed a fixed investment quota for
all signatories.

The Chairman observed that the Working Group could take into account the
consensus achieved during the previous Bession with regard to Item C, that the
minimum investment share for each signatory should be .059,

Owners/Users

y th
Ownership

The Chairmen solicited the views of the Committee as to whetl r the Cor .ttee
could achieve a consensus with regard to Item A, Com. III/h1, or whether it would
be appropriate to refer this matter to the Working Group.

Representative of the Federal Republic of Germany suggested that dis~
cussion of this issue be deferred until such time as the structure of the
orgenization is determined. 1In the event the organization has its own legal
personality, ownership will reside in the organization itself; whereas, if the

Joint venture arrangements are continued, ownership will belong to all membersg
in undivided shares.
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The Chairman thereupon agreed to defer consideration of Item A at
this time.

Financial Rights and Obligations of Investors

The Chairman cbserved that Com. III/43 dealt with Item IV of the work
program (Com. ITI/1) and suggested that it be considered by the Working Group
since the subject was inseparable from other areas under consideration, such

as the rate of return on investment.

The Representative of Belgium suggested, and the Chairman agreed, that
Section A of Com. III/h3--Property Rights and Interests--should not be con-
sidered by the Working Group at this time.

Establishment of Working Group 1

Following generel discussion by the Cemmittee a working group designated
as Working Group 1l,was formed consisting of the followlng: Australia, Belgium,
Brezii, Chile, Colombia, France, Germany, India, Isrsel, Japan, Kuwait,
Lebanon, Malaysia, Morocco, Pakistan, Switzerland, United Kingdom and the
United States.

Chairman White proposed, and there was no objection, that Working Group 1
ghould examine Sections D, E, F and G of Com. III/hl, and Sections B, C and D
of Com. IIT/43, and that the Working Group formulate recommendations applicable
to the definitive arrangements for consideration by the Committee. In response
to a request for clarification by the Representative of Italy, the Chairman
indicsted that the Working Group should seek to capture recommendations which
the Committee could approve and refer to a Plenary Session of the Conference.

The Representative of Belgium expressed concern that such an approach
might not provide proper visibility for all polnts of view expressed before

the Working Group.

The Chairman observed that certain views would necessarily be dropped as
the Working Group moved along in its deliberations. The Working Group would
have the venefit of all the views expressed to date from the Summery Records
and Statements issued by various delegations. Additionally, observers may
ettend the Working Group sessions to present their points of view.

The Representative of Canada urged and was supported by Kuwait and Nigeria,
that the Working Group take account of Canada's view that INTELSAT facilities
used for domestic services not be take into account in determining investment
share quotas. Facilities used to provide services between such distant geo-~
graphic areas as East and West Pakistan, the United States and Puerto Rico,
Hawaii and Guam, and between the British Isles and Hong Kong, could properly be
included in the investment base. Domestic facilities serving =2 mainland state
and its off-shore islands, for example Canada and Newfoundland, should be ex-
cluded from the rate base.

The meeting was adjourned at 12:10 p.m.
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PROVISIONAL SUMMARY RECORD--NINTH SESSION OF COMMITTEE III
THURSDAY , MARCH 13, 1969

Convening of Session

The session was convened at 2:42 p.m. in the Main Conference Room by
Chairman White.

Establishment of Working Party

The Chairman stated that the primary purpose of the session was to
consider establishment of a Working Group to deal with Agenda Item V,
Financial Aspects of Sys! n Access. The Steering Committee yesterday
requested Committee I and Committee III to join in considering the various
aspects of system access. He proposed that the Committee constitute a small
drafting group to be designated as Working Group 3 for this purpose.

In response to a question by the Representative of France, the Cheirman
clarified the status of the proposed Group. It will be a Working Group of
Committee III, rather than a mixed group of Committees I and III. Working

Group 3 of Committee III would hold joint meetings with Working Group C of
Committee I.

There was a brief discussion on the question of consecutive and simul-
taneous meetings. It was decided that there will be no simulteneous meetings
of Working Group 1 and Working Group 2 of Committee III at this time. 1In
constituting the new Working Group 3, however, the Chairman proposed that the
membership be so formed that it may meet simultaneously with either Working
Group 1 or Working Group 2. He noted that it will be necessary for Committee
III to make a report to the Plenary early next week, and, therefore, as much
work as possible must be accomplished by the close of business on Saturday
of this week. The Committee agreed to the Chaii an's suggestion.

The following countries were named as m oe : of Working Group 3:
Canada, France, Federal Republic of Germany, Indonesia, Nc ay and ti
United States.

Hote: Any changes or corrections in this Summary Record must be submitted
to the Secretary General within 48 hours.
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The Representative of France asked what would be the terms of reference

of Working Group 3. The Chairman said they were contained in the last
paragraph of Com. III/L2.

Com. III/SR/4 Final, having been issued in all languages, was accepted
by the Committee.

The Chairman asked the members of Working Group 3 to remain behind so
they could maske arrangements for meeting with Working Group C of Committee I.

The meeting was adjourned at 3:05 p.m.
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PROVISIONAL ¢ "MMARY RECORD--TEL..I SESSION OF COMMITTEE ITT
MONDAY, MARCH 17, 1969

Convening of Session

The session was convened at 2:12 b.m. by Chairman White. The Committee
accepted the Final Summary Record of its Fifth Session (Com. ITI/SR/S
(Final)).

Draft Report of Committee TIT

The Chairman said that the purpose of today's meeting was to consider
the Draft Report of Committee III (Com. III/49). The report had been issued
in all official languages only recently and he asked if the delegates would
like more time to consider it. The Representatives of Kuwait, Switzerland
and Mexico supported deferring consideration. The Chairman postponed con-
sideration of the report to a further Committee meeting on Tuesday, March 18.

The Chairman outlined the proposed manner of dealing with the Com-
mittee's report. Appendices B, C and D are the reports of Working Groups
1, 3 and 2, respectively. The Committee need only receive these reports.
A covering report to the Plenary must be presented by the Committee and this
would te considered tomorrow. Hopefully, the Committee could deal with any
changes at one session. If there are many amendments, a drafting group, under
the Vice Chairman, will be established to revise the report appropriately.
The Committee's report is scheduled to be presented to the Plenary on

Wednesday, March 19. The Chairman then outlined the future course of the
Conference as it affected the Committee's area of work.

The Chairman called attention to a number of changes that had been
noted in the draft report, document Com. ITII/L9:

1. Page L4, Ttem I, second paragraph - Second sentence, beginning
"This subject was not debated . . . ." should be a separate
paragreph.

Note: Any changes or corrections in this Summary Record must be submitted
to the Secretary General within 48 hours.
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2. Page 7, "CONCLUSION,  3rd line - Change "recommends’ to
"RECOMMENDS"

3. Page 8, last sentence - Amend to read: 'In considering this,
the Committee has concluded that such a working party might
well consist of representatives of all countries wishing to
participate.’

L., Page 9, final paragraph, second sentence - Change the word
"Chairman" to "Chairmen."

The Representative of France, referring to the Chairman's description
of the Committee's proposed procedure and noting that there have been
many documents, agreed that a summary of the work of the Committee and
the Working Groups is desirable. He proposed that each delegate give
particular attention to his own statements, to determine that these are
expressed clearly and correctly. He also suggested that delegates refrain
from comments on the viewpoints of others. The Representative of Nigeria
noted those countries unable to participate in the Working Groups may wish
to introduce amendments to ensure inclusion of their views. He also hoped
that in scheduling the next Committee meeting, a time would be found that
did not conflict with the various Working Groups which the delegates may
wish to attend.

The Chairman expressed his understanding of the desire to ensure the
correct reporting of all viewpoints. All delegates were free to suggest
appropriate changes, althovgh the concern should now be to reflect previous
discussions accurately, rather than to introduce any further comments.

Adjournment

The meeting was adjourned at 2:43 p.m. The Chairman announced that
the time and place of the meeting tomorrow would be reported in the Order
of the Day.
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PROVISIONAL SUMMARY ICORD-~ELEVENTH SESSION OF ( . MMITTEE III
TUESDAY, MARCH 18, 1969

Convening of the Session

The Chairman convened the meeting at 11:00 a.m.

Summary Record of the Sixth Session

The Committee accepted document Com. III/SR/6 (Final) dated
March 6, 1969,

Committee Report to the Plenary

The Chairman stated that the main business of this session is to
consider the Draft Report to the Plenary contained in Com. ITI/49. He
asked if any delegation expected to propose such major amendments thereto
that it might be advisable to establish a drafting group. e emphasized
that it is not proposed to approve, endorse or discuss the reports of the
Working Groups contained in the appendices to Com. III/49, but only to
receive them for attachment to the Committee report. He proposed that, in
processing any amendments to the text of the report itself, the Committee
not debate the issues but propose amendments in written form to the Secretary.
Any important matters requiring further attention might be brought up in the

Plenary if they are not covered in the specific amendments made to document
Com. III/49 today.

A question was raised concerning the correctness of the basic traffic
data used by the Working Group and attached to the report. In view of the
clarification by the Representative of the United States that the data
furnished was only illustrative, it was agreed that this matter be noted in
the Plenary for the attention of the Interim Committee, expected to be

established, with the understanding that current data will be introduced a
considered at the appropriate time.

In the absence of any comments regarding page 1 of Com., III/L9, the
Chairman asked for amendments to page 2 of the report.

It was proposed and agreed that the second paragraph on page 2 be
amended by adding the following: '"Nevertheless, since not all delegations
have indicated or been able to indicate their active support for one or the

NOTE: Any changses or corrections in this Summary Record must be submitted
to the Jecretary General within 48 hours.
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other views expressed, the tabulation in document Com. III/41 is not necessarily
a true reflection of the distribution of opinions held by tae delegates partici-
pating at this Conference."

It was proposed and agreed that the word "Australia" be deleted from
the fifth line, first paragraph of page 3.

The Chairman asked if there were any amendments to the "Introduction,"
beginning on page 3. It was proposed and agreed to use the term "investment
shares" throughout the report in place of the term "investment quotas.™

The Chairman called for amendments to Section I. A proposal was adopted
to delete the word "depreciation" appearing near the end of the first paragraph.
The last sentence beginning "This subject was not deleted" was made a separate
paragraph.

The Chairman asked for amendments to Section II. A proposal was adopted
for insertion at the end of the present text of Section I of the last paragraph
which now appears in Section IT.

The order of the second and third paragraph on page 5 was reversed.

In response to a question about the use of words in the report to
describe the various degrees of support for proposals, the Chairman stated
that in drafting this document the descriptions of the degrees of support
are simply intended to reflect the general order of support. It would be
difficult to obtain alternative wording, although suggestiocns might be made.

It was agreed to replace the second paragraph of Section II with the
following: "There was considerable support in the first round of debate for
investment shares to be related to the actual past use governing a specific
time period, and there was also substantial but more limited support for
investment shares to be based upon use during a specific future time period,
The views were divided as to whether such future use should be based on
traffic estimates or on actual commitment to take up capacity for a specific
future period. There was also support for the view that investment shares
should be leased on a combination of both past and future use. It is under-
stood that actual use of the space segment includes all typss of public
telecommunications traffic, telephone traffic, television channels, musical
channels, as well as record traffic,"

It was proposed and agreed to amend the first paragraph of page 6 as
follows: 'There was also substantial support that all use of the Organ-
ization-financed facilities should be included in the determination of
investment shares. Reference is made to traffic carried in the global
system; not to domestic traffic carried in separate satellites or in the
use of specialized satellites for specific purposes which INTELSAT might
put up on a permissible basis, but in respect of which members would have
the ability to opt out of an investment contribution if they so wished."
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It was also proposed and aireed to amend the last sentonce of the last
paragraph of Section TII on page 5 to read: "I'here wags substantial support
for the inclusion also of domestic traffic passing betwet separated terri-
tories under one govemment; for example, Bast Pakistan to 'lest Pakistan."

The Committee accepted a suggestion regarding page 6, section IV, A,
first paragraph, first line, by replacing the word "extremely'" with "very."

After some discussion, it was agreed to amend page 7, 2art B, second
paragraph as follows: "When considered in Working Group No. 1, a majority
view emerged in favor of the return on capital being about 10%, i.e., the
cost of money, as determined periodically by the Governing 3ody, plus a risk
margin of approximately 2%."

After further deliberation the Committee agreed to amend page 7, Part C,
second paragraph, as follows: "The Working Group noted the accounting explan-
ations furnished by the Manager in Com. I1I/34. Regardless of the accounting
practice to be adopted under the Definitive Arrangements, all members of the
Group accepted that in the unlikely event of revenues failing to be sufficient
to meet operating and maintenance expenses, the deficiency would need to be
made good by members in their role as owners of the System."

A suggestion was considered and accepted to amend page 7, Section V,
by removing the period at end of the first paragraph and replacing it by
a hyphen and the words, "see Appendix C."

The Chairman reminded the Committee of the changes he had already
recormended in the first paragraph of the Conclusion, page 8, namely,
capitalizing and underlining "Recommends,” and, in the last sentence of
that second paragraph, deleting the words 'the following countries,"” and
substituting the words "all countries wishing to participate.”

The Representative of Morocco suggested that observers have the same
right of participation at the upcoming delibverations as menbers. e
Chairman said that the question of participation was one for the Plenary
Sescion to decide. The Representative of the United Kingdom proposed adding
2 sentence indicating that the Committee saw the need for continued dis-
~ussions, The Chairman said that the Plenary must determine whether the
conference vould be continued or reconvened. The Kepresen' tive of Morocco
requested the addition of a sentence indicating that observers should be
allowed to participate. The Chairman said he thought part.cipation would
e open to all.

The Reprecentative of Xuwait preferred to delete the words "after

h 2ist"™ from the last parasraph cn page &, 'The Chairman said that

se words did not mean that the Conference would take action a few days
ter March 2lst; they were added because the Steering Comaittee had not
et determined whether the conference should be adjor ned or continued at
+ later date.

liar
the
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The Representative of France suggested and the Committee agreed to
changing the verb in the French version to "reprenant," to make the intent
more clear, and adding a sentence indicating that the Committee had received
but had not discussed or approved the Appendices.

The Chairman said that since the Committee had completed its amendments
to the Coomittee Report there would be no need for further meetings. The
Representatives of Mexico, the United States, Switzerland, Pakistan and
Nigeria thanked the Chairman for the efficient way in which he had conducted
the Committee meetings and thanked members of the Secretariat for the work
they had done. The Chairman thanked the Representatives for their comments.
The meeting was adjourned at 1:00 p.m.
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SUMMARY RECORD - EIEVENTH SESSION OF COM ~TTEE ITT
TUESDAY, MARCH 18, 1969

Convening of the Session

The Chairman convened the meeting at 11:00 a.m.

Summary Record of the Sixth Session

The Committee accepted document Com. III/SR/6 (Final) dated/
March 6, 1969.

Committee Report to the Plenary

The Chairman stated that the main business of this session is to
consider the Draft Report to the Plenary contained in Com. III/49. He
asked if any delegation expected to propose such major amendments thereto
that it might be advisable to establish a drafting group. He emphasized
that it is not proposed to approve, endorse or discuss the reports of the
Working Groups contained in the appendices to Com. III/&9, but only to
receive them for attachment to the Committee report. He proposed that, in
processing any amendments to the text of the report itself, the Committee
not debate the issues but propose amendments in written form to the Secretary.
Any important matters requiring further attention might be brought up in the

Plenary if they are not covered in the specific amendments made to document
Com. III/L49 today.

A question was raised concerning the correctness of the basic traffic
data used by the Working Group and attached to the report. In view of the
clarification by the Representative of the United States that the data
furnished was only illustrative, it was agreed that this matter be noted in
the Plenary for the attention of the Interim Committee, expected to be

established, with the understanding that current data ill be introduced and
considered at the appropriate time.

_ In the absence of any comments regarding r e 1 of Com. III/49, the
Chairman asked for amendments to page 2 of the report.

it was prgposed and agreed that the second paragraph on page 2 be
amendgd oy adding the following: "Nevertheless, since not all delegations
have indicated or been able to indicate their active support for one or the
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other views expressed, the tabulation in document Com, I1I/Lk1 is not necessarily
a true reflection of the distribution of opinions held by the delegates partici-

pating at this Conference."

It was proposed and agreed that the word "Australia" be deleted from
the fifth line, first paragraph of page 3.

The Chairman asked if there were any amendments to the "Introduction,”
beginning on page 3. It was proposed and agreed to use the term "investment
shares" throughout the report in place of the term "investment quotas.”

The Chairman called for amendments to Section I. A proposal was adopted
+o delete the word "depreciation'" appearing near the end of the first paragraph.
The last sentence beginning "This subject was not deleted" was made a separate

paragraph.

The Chairman asked for amendments to Section II. A proposal was adopted
efor insertion at the end of the present text of Section I of the last paragraph
which now appears in Section II.

The order of the second and third paragraph on page 5 was reversed.,

In response to a question about the use of words in the report to
describe the various degrees of support for proposals, the Chairman stated
that in drafting this document the descriptions of the degrees of support
are simply intended to reflect the general order of support. It would be
difficult to obtain alternative wording, although suggestions might be made.

Tt was agreed to replace the second paragraph of Section II with the
following: ''There was considerable support in the first round of debate for
investment shares to be related to the actual past use governing a specific
time period, and there was also substantial but more limited support for
jnvestment shares to be based upon use during a specific future time period,
The views were divided as to whether such future use should be based on
traffic estimates or on actual commitment to take up capacity for a specific
future period. There was also support for the view that investment shares
should be leased on a combination of both past and future use. It is under-
stood that actual use of the space segment includes all types of public
telecommunications traffic, telephone traffic, television channels, musical
channels, as well as record traffic.”

I+ was proposed and agreed to amend the first paragraph of page 6 as
follows: '"There was also substantial support that all use of the Organ-
ization-financed facilities should be included in the determination of
investment shares. Reference is made to traffic carried in the gl¢ al
system; not to domestic traffic carried in separate satellites or in the
use of specialized satellites for specific purposes which INTELSAT might
put up on a permissible basis, but in respect of which members would have
the ability to opt out of an investment contribution if they so wished."
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Tt was also proposed and agreed to amend the last sentence of the last
pararraph of Section III on page 5 to read: "There was substantial support
for the inclusion also of domestic traffic passing between separated terri=-
tories under one govermment; for example, Fast Pakistan to West Pakistan."

The Committee accepted a sugpestion regarding page ©, Section IV, A,
rirst paragraph, first line, by replacing the word "extremely" with "very."

After some discussion, it was apgreed to amend page 7, Part B, second
paragraph as follows: "When considered in Working Group No. 1, a majority
view emerged in favor of the return on capital being about 10%, i.e., the
cost of money, as determined periodically by the Governing Body, plus a risk

margin of approximately 2%."

After further deliberation the Committee agreed to amend page 7, Part C,
second paracraph, as follows: "The Working Group noted the accounting explan=
ations furnicshed by the Manager in Com. III/3h. Regardless of the accounting
tractice to be adopted under the Definitive Arrangements, all members of the
GJroup accepted that in the unlikely eveni of revenues failing to be sufficient
to meet operating and maintenance expenses, the deficiency would need to be
made good by members in their role as owners of the System."

A sugeestion was considered and accepted to amend page 7, Section V,
by removing the period at end of the first paragraph and replacing it by
a hyphen and the words, "see Appendix C."

The Chairman reminded the Cormittee of the changes he had already
recormended in the first paragrapn of the Conclusion, page 8, namely,
capitalizing and underlining "Recormends," and, in the last sentence of
that second paragraph, deleting the words "the following countries," and
substituting the words "all countries wishing to participate."

The Representative of Morocco sugrmested that observers have the same
right of vparticipation at the upcoming deliberations as members. The
Chairman said that the question of participation was one for the Plenary
Session to decide. The Representative of the United ¥ingdom proposed adding
a sentence indicating that the Committe saw the need for continued dis-
cussions. The Chairman said that the Plenary must determine whether the
Conference would be continued or reconvened. The Representative of Morocco
requested the additicn of a sentence indicating that observers should be
ellowed to participate. The Chairman said ne thought participation would
be open to all.

The Representative of Kuwait preferred to delete the words "after
March 2lst" from the last paragraph on page &. The Chairman said that
these words did not mean that the Conference would take action a few days
after March 21st; they were added because the Steering Committee had not
vet determined whether the confTerence should be adjourned or continued at
a later date,







