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We accordingly reached tentative agreement with the Europeans for
a program waich would provide: ’ ;

* Joint. US/European procurement o two communications
gatellites each over the Atlantic aad Pacific ocean areas
for a total cost of $125-142 million, which would be avail-
ablo by 1077 for use without charg? by the partners and
other nations, such as Canada, Australia and Japan, who
woull be willing to join in the ezperiment as associates
from the outset by providing 54 million each towaras its
cost and an experimental ground gtation.

Joint and equal funding, at a coct o the U. 8. of some $69
million, coupled with joint and equal management and o
iy and seasonablc disiribuiion of work between the U. .
and Jfarene. The $G0 milllon U. S, share would be spread
over the fiscal years 1973 through 1877,

A net halance of payments to the U.8. of at least $30
million, resulting {rom the pr curement of the necessary
launch vehicles from the U.8. This would mean that over
two-"hirds of the coat of the program would be reccived by
the U, 8. agiospace indusivy.

Froodom of actlon as regaras our role in defining the
eperational system. 1 wiil provide a strong U. 8. rositicn

of influence in the International Civil Aviation Organication,
which will allow us to ensure the operational eystem 15 ore-
ganized on a loose Dasis in 1980 waen the experimental egree.
raent expives and the operational system must be agreed to
by international civil aviation,

I s convineed that the alternative of not signing the Memorandum cf
Undoretondine would result in the Furepeans progeeding untiaterally on
a prozram which woukl cauee sorioas harnt to U. S. civil avigiion an
inducirial interests. There is no transier of stratezice or commercial
technoloxy involved, in foct, the Buropcand have the money, the ncees-
gary technolozy, and the asgurance of a U.8. launch -- all necessary
ingredionts te a unilateral progrom if they were to embark en (his
course of action.
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It hes peen Harnested by the Cifico of Tole communications Policy
that tho slternztiive of not airning the niem orandum of Understunding
be accompanisd by & renegotiztion of the pyogram on a much breadsr
reops to encomanase all arcas of oceanic coromunications of infor-
national interest. 1 fail to see how such A renegofiation can do any-
thing cther than delay o program which is needed now, particalarly
gince the objectives and grownd rules of ¢1ch a rencgotiation have
not been defined. '
I believe it vould be extremely prejudicial to our nterests in the
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Ltr from Rogers to
the President
Dec 17, 1971
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VASHINGTON INFORMATION: Mr. Israel,
: - *° , INFO CC:. Gen, Lunc’qULsL
1% DEC B © Mr, Dardenm, gwly
ey M. Pulling, PL-1
Mr, Cary, TA-1
hFhom\sz FOR THE PRESIDENT 12/23/71

-

Subject: Aeronautical Satellite Program

-~ The Department of State believes that the
proposed international, experimental aeronautical
satellite program would contribute significantly
to our civil aviation and international relations
objectives. The joint and equal U.S5.-Eurocear. .
partnership, with addead participation by Australia,
Canada and Japan, would be a concrete realization
of your announced objective to promote international
cooperation in the exploration of the pOuCGlul
uses of space. Working together, the najor
aviation states could accelerate ICAO acceptance
of standards for satellite communications for
dAnternational air traffic control (as well as
reform underlying treaty adgreements on traffic
control responsibilities to capitalize on the

ost-saving potential of advanced communications)

v ey v evweiss N e L nda - ® %%
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capability serving all air and sca carrier
communications needs.

Rogcctlng the proposed program and attempting
to obtain a revised arrangement such as a worldwide
commercial agreement before vroceeding with
expeximental work in air traffic control.would have
a number of serious, dvorsv consequences. This
program has been designated Zurope's number one
communications and sna research priority and
- Buropean disapprointment would be intense thus
hampering other coopesrative space and technological
research projects. Also, it is most likely that
rejection would causc Europe and Canada to pursue
their own experimental aercnautica) satellite progran
over the main MNorth wLWant‘b air routes which they
control under the Chicagc Conve :ntion, and thus
undercut the possibi '. I a global commercial :
capabilitv. The E eans nave the funds, plus the

-
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technology in hand or under development, and we have
publicly assured them a launch. At the very least,
since global commercial arrangements will require

% lengthy and difficult domestic debate involving

the Federal Communications Commission, the courts
and the Congress, as well as extended international
discussions, rejection of this program would
frustrate the Administration's published objective
.\ ":of obtaining international clecarance for operational
"..isatellite-based traffic control as soon as possible.

o~

.~ X recommend that you .endorse the proposed
- program, and authorize the Secretary of Transportation
to seek appropriate funding. ! '
T Aot S N
o T ns~E o1 William P. Rogers
o s SRR R Sy R e S ‘ . o

»a




KK - Memo from Kissinger
and Flanigan to President
(Walsh draft)




MEMORANDUM

THE WHITE HOUSE
WASHINGTON ACTION

MEMORANDUM FOR: — . - THE PRESIDENT

FROM: ~ HENRY A. KISSINGER
" PETER M. FLANIGAN
SUBJECT: ey Satellite for Aeronautica'l Telecommunications
(AEROSAT) o =

Following the promulgation of guidance by the Office of Telecommunications
Policy (OTP), State and the FAA have negotiated with the European Space
Research Organization a tentative agreement for a joint program to provide
a preoperational system to provide satellite communications with trans-
oceanic aircraft. [It is term¥d ''preo ational” because although the
satellite is not experimental, t gpe”rpa‘.ttrional procedures-are; an '‘opera-

: tional' system is one whose us ‘BSaircraft is mandatory.] FAA wants

‘ funds and approval to initiate ?h‘e program and is strongly supported by
State. OTP holds that the agreement is not in accordance with policy
guidance, and should be rejected. :

L, | 3 2l o 3 H
Although the agresmoeni-saight-ereTord withea-nerpew-interpeetationofthe

le.ue.p_o;.powl-&-ébé-ev‘nimw are-fordarrentat= Under the proposed
arrangement Europe would pay half and bé guaranteed about one-third the

work., OTP objects to the guarantee and wants work to be bid competitively
(which the U. S, would surely win). It also wants the service to be provided
by private enterprise on a lease basis. This is proposed not only on general
grounds but in order to help get started a free-enterprise satellite communi-
cation service to mobile users, which OTP envisions as an activity grossing
$1 billion this decade.

T As OTP states in their letter to you (Tab E/Study, Tab F) the alternatives
}O : Sign the agreement or reopen negotiations in a different forum.
@?/n‘fw the MOUwh ehy
-- igning_tk;a—ag-reemeﬂg_;y,ill.ini&a-te-a:—needed—pw m, will further.

= international cooperation in spafe and will provide
7 a-real ;At_g.c':onlpli’sh]"ne.nt in an ;l_rqa“wher‘c‘i_n@_gggmplis,hments have been
few;..‘asvwe}}‘—as;‘}&ad €f£ r{xounting European criticism of our apparent
indecisiveness in our]cooperation, However, it features government
‘G‘ ownership of the preoperational system, might set a pattern which
would preclude private sector ownership of the operational system,

and includes guaranteed work sharing.

-
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,Renegotlatmn, if successful, would eliminate guarantced work
sharing, would- lead to private sector ownership, and wnuld do
so through a system which would provide the impetus for a
maritime (and other mobile) communication services industry,

Secretaries Rogers and Volpe urge that the agreement be signed (Tabs C
and D) the former taking a strong personal position in-tesme-of-fris— . t
pmena—l—e—r-edxl_u__lgx noting that the agreement was negotiated in good faith
following the original guidance, and the latter for these reasons as well as
the international relations impact of not signing and the great difficulties,
both domestic and international, of attempting to reopen negotiations.
Rogers has repeated these views in subsequent correspondence. )

ﬂ - - . - -—— s

OTP believes that the agreement should be renegotiated.in order to fully
achieve your policy objectives. In this they are supported by the
Assistant to the President for International Economic Affairs.

S :

Mr. Shultz believes that the agreement should be rejected, for essentially

the same reasons as OTP, {s well as a desire to defer the need for funds
to FY75 (Tab B).

We are being approached regularly by European representatives who point
out the'importance with which this-program is regarded.in Europe and the

adverse impact of rejecting the agreement (%

It is clear that the resolution of this matter requires a balancing between
domestic and international considerations. "We have carefully considered
this matter and conclude that, while the effects on domestic matters are
fairly clear, and serious, the effects on international relations are much
less obvious. The stream of communications from Europe may be
partially motivated by their eagerness to solidify an arrangement which
is particularly attractive to them. Thus, the consequences of rejecting
the present draft agreement, while significant, are not likely to be dire.
The principal real concern is that Europe, out of pique, may attempt to
frustrate us in the International Civil Aviation Organization (ICAO).

Having examined the matter, we recommend on balance that, despite the
strong views of Secretaries Rogers and Volpe, the Aerosat negotiations be
reopened, -Moreover, toprovide assurance that these subsequent negotiations
lead to an agreement which accordswith your policy objectives, we recommend
that the negotiations should be led by your Director of Telecommunications
policy.

If you accept these recommendations, we will so advise the Secretaries of
State and Transportation.

Reopen negotiations (Our recommendation)

FAA sign agreement (OMB must amend budget to fund)
Other

2




LL - Memo to Flanigan
rom Whitehead, 1/18/72



January 18, 1972

MEMORANDUM FOR MR, FLANIGAN

I understand that General Haig and John Walsh {NSC Staff Scientific
Expert) are coming to see you this afternoon to discuss Aerosat, It
might be useful for me to sit in, but in any event, I will try as best
I can to summarize my views on this issue,

Haig and I have discussed this subject on several occasions; as you
can imagine, it is not high on his priority list, The ball has been

in his court since December 13, when I forwarded to him our latest
interagency review and a memo for the President, IHe and Walsh

are being advised by State that failure to sign the draft Memorandum
of Understanding by the United States and the 10 European countries
involved will cause a serious international relations problem. As
you know, State always advances this type of argument to support any
position they favor., Although the precise truth is impossible to assess,
I am convinced from my own rather extensive discussions with
comamunications, space, and foreign office officials from Kuropean
countries that the impact of a refusal to sign would be gerious, but
that the impact of a tough-minded negotiation would be modest if
handled with some sensitivity, The State Department has argued
since mid-summer of 1971 that changes in the MOU were impossible
and that an early signing date was essential for foreign relations
reasons. However, it has always been poesible for them to change
the MOU and to delay conclusion of the negotiations when it suvited
their purpose. Most recently, the State Department has argued that
failure to sign the draft MOU in early November would seriously upset
the Europeans and perhaps cause them to proceed with a unilateral
system, IHaig supported this position because of growing concern
about Secretary Connally's tactics in negotiating the monetary crisis
and the upcoming Presidential summit meetings with the Europeans,
As you can see, faced with the prospect that the Adminietration might
not approve the MOU, State and FAA have conveniently delayed the
target date for signing. Further, we got through the Presidential
meetings with no visible effect on our international relationa,
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Clearly, I cannot be the final word on the international impact of

this situation, However, one of the major responsibilities of this
Office is the coordination of the international communications
policies and negotiations of this country. I assume that implies a
responsibility for making responsible judgments on these matters,

If, indeed, this is a problem of serious concern at the Presidential
level, I am prepared to bow to the weight of superior authority and
judgment. However, that does not seem to be the case, as evidenced
by Haig's not having time to get to it for so long, Al and I have
discussed the problem of assessing the degree of international concern,
(At one point, he referred to '"cables from Europe, " which later
turned out to be one cable from the American Embassy in England, )
He and I agreed that much of the ''grass roots' opposition of this type
from abroad is frequently generated by the State Department. Now,
thanks to the long delay, the Europeans are beginning to apply more
pressure in an attempt to sway the U. S, Government's decision, It
is my strong belief after several months in this effort that there is
very little tangible evidence that serious, high level international
problems would be produced by a U, S, decision to reopen the
negotiations, (State and FAA realize that the negotiations must be
reopened, in any event, to allow for certain changes that they feel
are necessary, )

I realize that OTP must share some responsibility for letting things
get to this state., Willingly accepting that, I must point out that we
were constantly battered by State and FAA that there would be
sufficient opportunity to review the memorandum once it was drafted,
Since then, they have constantly taken the position that once drafted,
it could not be changed. Needless to say, I find this behavior
reprehensible, and I could be more angry only if they are allowed to
get away with this kind of thing,

In contrast to the transient, and somewhat uncertain international
relations considerations, the case against the proposed arrangements
on their merits is overwhelming and is conceded broadly even by Haig,
The most significant reasons are as follows:

1. The provision for joint and equal government ownership
of the system will foreclose the development of maritime
and aeronautical satellite communications as a private
sector activity, Since satellites are inherently superior
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to present radio communications, we are effectively
killing an important area of private sector communi«-
cations services. The market potential for these new
satellite services is likely to be between $500 million
and $1 billion during the first decade.

This case will constitute a persuasive precedent for
future space cooperation and for joint ventures among
governments in commercial applications of space, The
overwhelming majority of space applications lie in and
around the communications field, so that these agree-
ments will tend to shape the international communications
industry for a long time to come, I see no way that the
United States can retreat from precedents established in
view of the Europeans' positions in INTELSAT and NATO
and their expressed intent to use this program ae a model
for future communications ventures,

The management provisiong (providing for veto power by
both parties, equal sharing of hardware production, and
joint ownership and operation of the system) are clearly
unsound, This program is very unlikely to be unworkable
and even if it can be made to work, it ie likely to lead to
more international strife than goodwill,

State has frequently argued that if we attempt to change
the MOU that the Europeans will "go it alone'' leaving
our industry completely out of the picture. They also
inferred that the French and possibly other European
countries might well go into an alliance with the Soviet
Union. However, there is unanimous agreement in the
United States Technical Comrnittee that the Europeans
lack important technologies needed in building a complete
gatellite. The Soviet Union has never demonstrated a
capability to launch satellites into synchronized orbit
(this latter point is no doubt highly classified). To the
contrary, there are estrong incentives for the Europeans
to want cooperation with us.

The program is opposed by OMB, OST, NASC, Pete Peterson, and
myself. It is blatantly centrary to published Adrinistration policy,
. dated January 7, 1971, on aeronautical satellite communications
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approved by all members of the Executive Office, including NSC,

after extensive review._ That policy specifically stated that inter-
national cooperation is to be sought on standards, operations
arrangements, etc.,, but are not to involve government ownership,
joint management, and must provide for international competitive
bidding rather than production sharing by political agreement. The
arrangements proposed in the MOU are opposed by U.S. and foreign
airlines, U, S. communications carriers, and most U. S, satellite
manufacturers, There is significant opposition in the Congress and
an increasingly negative view of the Administration's handling of this
whole affair, The Senate Commmerce Committee and the House
Appropriations Committee are planning hearings and the FAA has been
advised to defer signature of the MOU until budget clearances are
obtained from the Congress, There are no provisions in the President's
FY 73 budget for the $60 million that would be required for investment
in this program if the proposed MOU is executed.

Of course, the senior Administration witness at Congressional hear-
ings would be the Director of Telecommunications Policy, a most
unhappy event for me and the Administration if the MOU is signed.

I cannot defend this specific program or the type of relationship
negotiated in the MOU because I feel strongly that they are unsatis-
factory from both technical and economic points of view and because

the precedents involved are seriously disadvantageous to U, S, interests.
The only basis on which I could defend our signing of this agreement
would be that certain unspecified international considerations were
controlling., In view of the hostile attitude of the Congress towards

this program, and the distinct possibility that they may object to fund-
ing the program, I would hope we would have a sufficient sense of seli-
precervation, foresight, and fortitude to deal with this matter oureelves
before things get to that point,

Finally, a point somewhat less important with regard to this episode,
but of great importance for our future, is the ability of OTP to carry
out its responsibilities in the international communications area, The
Congress has made it amply clear that they look to OTP and not State
for this leadership and, indeed, one of our assigned responsibilities
is the coordination of such activity., If DOT and State are permitted
to trap the Administration into reversing its own stated policy and are
able to endrun OTP, we can be sure that there will be similar
arrangements in negotiations by other departments in the future,
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This kind of very complex negotiation is the sort of thing which OTP
is eouipped to deal with and, indeed, has the reaponsibility to deal
with, that should not end up _at the White House to be mediated at the
level of Henry and yourself, However, here are many more igssues
of this type coming along, and they will continue to annoy you and Henry
unlesg OTP's responsibility and authority in this area are affirmed,
Our current unfortunate situation is complicated, I realize, by OTP's
failure to bagh DOT and State over the head at an earlier stage in the
negotiations, However, I have learned my lesson. I believe I can
deal with this and other matters both tactfully and atrongly if I am
simply told (along with whomever else you deem relevant) to
straighten the thing out right, Ihave attached a memo that would
accomplish that result.

Clay T, Whitehead
Litachment

cc: Mr, Whitehead
Dr. Mansur
DO Chron
DO Records

Whitehead/Mansur:jm/tw 1/18/72
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MEMORANDUM FOR — - : . ey

Sccretary of State
Sccretary of 11 nortation y <
Director of 1 ]cco1 munications Policy

Subject: Aeronautical Satellite Program (Aerosat)

After a careful review which took into account internationa?

domestic, and Congression:l consi .(.humvl-., the President has @

that the proposed FAA/ESRO aeronautical satellite program should be

‘substantially redirected,

lecid

The Director of 1 clccon,:nuni ations Policy ]h s been instruct

by the President to coordinste the implementalion of his decision

communications, including aeronauticz) sat ellite services, respo:

to the Administration's several objectives in this area.

In conveying this dccision to Furopcean and other foreign gevernm
concerned, every cffort will be made t6 reassure thes > governmeants ¢
the Unjted Sates fully supports international cooperation in space ¢ven
though it cannotl accept the snecific proposals contained in the cuss ant

draft PFAAJESRO Moemoranhies of Unde
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miiate immediat e discussions concerning cooperation in interne:
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MM - Memo to Sec. State,
Transportation from
Kissinger, 2/9/72




THE WHITE HOUSE,

WASHINGTON,

February 9, 1972,

MEMORANDUM FOR

The Secretary of State
The Secretary of Transportation

SUBJECT: ' Aeronautical Communications Satellite
(AEROSAT)

After careful consideration of your memoranda of December 17 and 16,
respectively, and a review which took into account domestic and Congres-
sional, as well as international considerations, the President has decided
that the proposed FAA/ESRO aeronautical satellite program as set forth
in the draft Memorandum of Understanding is not in accord with Adminis-
tration policy, and should be substantially redirected.

The President has instructed the Director of the Office of Telecommuni-
cations Policy to coordinate the implementation of his decision by providing
an updated statement of policy in this area, and by undertaking responsibility
for the substantive portion of the reopened negotlatxons for aeronautical
satellite services.

In conveying the decision to European and other foreign governments
concerned, every effort will be made to reassure these governments that
the United States fully supports international cooperation in space even
though it cannot accept the specific proposals contained in the current draft
FAA/ESRO Memorandum of Understanding. The Secretary of State will
inform these governments, with the specific form of the notification
coordinated with the Director of the Office of Telecommunications Policy.

/// .
Henry A. Kissinger ;//\

cc: Director, OMB

. Director, OTP &—-




Memo from Whitehead to
Flanigan, Kissinger, 2/11/72
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OFFICE OF TELECOMMUNICATIONS POLICY

EXECUTIVE OFFICE OF THE PRESIDENT
WASHINGTON, D.C. 20504
February 11, 1972

- - DIRECTOR

MEMORANDUM FOR

Mr. Kissinger
Mr, Flanigan

In order to assess the European reaction to the President's decision
to restructure Aerosat and to develop tactics for renegotiation, I
would like to review European space objectives and the Aerosat
options which may be open to them.

In discussing European objectives, we must maintain a careful
distinction between England, France, and Germany, as well as the
differing objectives of industry, ESRO, and Governments. In its
simplest terms, the objective of industry is to effect technical
parity with the United States through government subsidy and
guaranteed production quotas. ESRO supports industry but, in
addition, needs to strengthen its institutional role by shifting its
focus from scientific activities to applications. The governments
of Germany and United Kingdom are sensitive to pressures from
their industries and, therefore, reflect their views concerning
guaranteed production sharing.

The Government of France has similar views but, perhaps as
importantly, a basic and fundamental objective is related to the
Concorde. The economic viability of the Concorde is marginal

at best and is highly dependent on optimizing routes and minimizing
traffic delays on the North Atlantic and Pacific routes. Therefore,
improved air traffic control may figure prominently in French
considerations, as well as production sharing.

There are four possible reactions to U. S, overtures for renego-
tiation of Aerosat:

1. After an initial negative reaction, accept U, S. assurances
at face value and negotiate the best cooperative arrangement
available to them. ,




Immediately reject any proposal for alteration of the
program and declare their intention to proceed with a
unilateral program in the Atlantic,

Enter into negotiations but ultimately reject U.S.
proposals for a restructured cooperative program
and, thereafter, proceed with a unilateral program.

Withdraw completely, but impede U, S. progress
toward a satellite communications system, and vote
against adoption of the associated ATC system when
it comes before ICAO in 1977-78.

The first course of action, we believe, is the most probable.
Options 2 and 4 are clearly not in accord with their objectives.
Option 3 stands as a possibility, since the Europeans could
conceivably construct a European satellite even though it would
probably not be competitive financially or in time.

If the U, S. recognizes the legitimate wishes and desires of France,
Germany, and the United Kingdom, then a restructured and
cooperative Aerosat can be effected. I believe that development

of a suitable Post-Apollo cooperative space program will go far

in meeting both the wishes of the President for space cooperation
and the legitimate ambitions of the Europeans, and yet foster
evolution of communications in the private sector in the United
States.

Attached is my plan for the initial steps in the renegotiation of
Aerosat. In addition, the President may wish to assure that
appropriate Post-Apollo initiatives are developed in the near term
so that the U, S. can advance space cooperation in the proper
spirit and framework,

Clay T. Whiehead

Attachment




ATTACHMENT 1

Immediately notify France, Germany, the United Kingdom, and
Spain, including assurance of U.S. desire for a restructured
cooperative program.

Concurrently inform the interested countries of Japan, Australia,
Philippines, Ireland, Italy, Belgium, the Netherlands, Sweden,
Denmark, Switzerland, Luxembourg, and New Zealand.

Concurrently inform Canada, coupled with personal assurances

to Minister of Communications, Robert Stanbury; seek to persuade
Canada to identify her interests with the U.S., rather than the
Common Market, as a crucial element in the North American air
traffic system,

During the week of 14 February, initiate bilateral discussions

to dispel European uncertainty concerning U.S. views, and to
assess European reaction., The "informal' bilateral discussions
should be conducted at the Deputy Ministerial level with:

Germany: Ministry of Foreign Affairs
Ministry of Education and Science
Ministry for Transportation, Posts and
Telecommunications

Ministry of Post and Telecommunications
Ministry of Aviation
Ministry of Foreign Affairs

United Kingdom: Ministry of Post and Telecommunications
Secretary of Foreign and Commonwealth
Affairs
Ministry of Technology

Seek to establish procedures within Government to assure co-
ordination of Administration policies and programs, which effect
space cooperation, communications, and foreign relations.
Within the framework of 5, develop definitive proposals for:

a. European regional satellite (CEPT).

b. Government approval of the proposed transatlantic cable
and its landing in France.




-

\ B;oadly Bas(:d technical coordination for improved ATGC,

Expanded launch guarantees, including sale of limited class
of boosters,

Initiate bilateral consultation with Pacific basin nations
immediately following European discussion,

In coordination with Aerosat negotiations, initiate "informal"
bilateral discussions of 5b., above.

Evaluate results at this point before proceeding.




