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C
*1 Common Carrier, Cable Authorization

Submari ne Cabl e

Conmmi ssion Order and Authorization adopted granting application to construct and
operate eighth transatlantic cable (TAT-8) which will provide digital, fiber optic
capacity between the United States and both the United Kingdom and France.

--AT & T Co.
FCC 84-240

In the Matter of
Aneri can Tel ephone and Tel egraph Co. FTC Comuni cations, Inc. Hawaii an
Tel ephone Conpany | TT World Comruni cations Inc. RCA d obal Conmunications, |nc.
The Western Union Tel egraph Conpany TRT Tel econmuni cati ons Corporati on Western
Union International, Inc.
Application for authorization under Section 214 of the Conmuni cations Act of
1934, as anended, to construct and acquire a high capacity, digital, submarine
cabl e system between the United States and both the United Ki ngdom and France.

File No. |-T-C 84-072
Menor andum Opi ni on, Order And Authorization

Adopt ed: May 24, 1984; Released: June 8, 1984
By the Conmi ssion: Conmissioner Dawson concurring in the result.

1. The Conmi ssion has before it an application filed jointly on February 6, 1984,
by certain conmon carriers, collectively referred to as the United States |nterna-
tional Service Carriers ("USISC s") [FN1], for authority pursuant to Section 214
of the Conmunications Act, 47 U.S.C. § 214, to construct and operate the eighth
transatlantic submarine tel ephone cable ("TAT-8"). TAT-8 will be owned jointly
by the applicants, the tel ecomuni cations adm nistrations of twenty European coun-
tries who are nenbers of the CEPT [FN2], and one Canadi an entity, Tel egl obe Canada
("Tel egl obe"). [FN3] The applicants propose to put the cable into service in
1988. It would be the first submarine cable to enploy digital fiber optic tech-
nol ogy and woul d serve the heavily-trafficked North Atlantic route.

2. Public notice of the filing of the captioned application was given on February
8, 1984. In response to the notice, Aeronautical Radio, Inc. ("Arinc") filed a
petition to deny on March 9, 1984. GTE Sprint filed comments on the sane date
and the Comrunications Satellite Corporation ("Consat") filed coments on March
13, 1984, acconpanied by a notion for leave to file its pleading out of tine. AT
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& T and ITT filed oppositions to the petition to deny and responses to the com

nments on March 22, 1984. An opposition to the petition to deny was also filed on
March 22 by Hawaii an. On March 30, 1984, Arinc filed a reply to the opposi-
tions. On the same day, we received a "response" to the applications, the peti-

tion to deny and the conments listed above fromthe National Tel ecormunications
and Information Administration ("NTIA") acconpanied by a notion for leave to file
a response. Arinc. replied to NTIA s pleading on April 12, 1984,

3. Based on our review of the application, the corments, and the policies and in-
formati on developed in the North Atlantic facilities planning process, we have de-
cided to grant the application, subject to certain conditions. [FN4]

*2 |. Description of Proposed Facilities

A. Cabl e Configuration and Technol ogy

4. The cabl e proposed by this application will run between an existing cable sta-
tion in Tuckerton, New Jersey to a point in the Atlantic just off the European
continental shelf, at which the cable will branch into two | egs, one 280 nmiles in

l ength which term nates at an existing cable station in Wdenouth, United Ki ngdom
and one 168 mles long termnating at an existing cable station in Pennmarch,
France. The division into two branches, and switching between them wll be ac-
conplished by a "branching unit" installed at the point of division. Thi s basic
system configuration, with one North Anerican and two European | anding points, is
referred to by the applicants as the "single-bident". This configuration is rep-
resented in schematic formin Appendix Ato this Oder.

5. The applicants, the CEPT entities, and Tel egl obe (hereinafter "co-owners")
propose to execute a Construction and Mai ntenance Agreenent ("CMA") which de-

scri bes the cable system s conponents in greater detail and sets forth the rights
and obligations of the co-owners with respect to the ownership, construction, op-
eration, maintenance and use of the cable. The co-owners have already initialed
the CMA, and hope to formally execute the final agreenent w thout any substantia
changes in June of 1984. The applicants have included the CMA as Appendix B to
their application.

6. As described in the CMA, the proposed TAT-8 system consists of four seg-

ment s. The first three, segments A, B, and C, are the cable stations in Tucker-
ton, Wdenouth, and Penmarch, respectively. The fourth segnent, segnent D, is
the submarine cable portion of the system (including four 140 negabit per second
("Mops") digital input/output ports at the cable ends) and the branching unit.
This segnent is further subdivided into subsegnents D-1 through D-3. Subsegnment D-
1 runs between the Tuckerton station and the branching unit and includes the

branchi ng unit. Subsegnment D-2 runs between the branching unit and the Wdenouth
station. Subsegment D-3 runs between the branching unit and the Penmarch cable
station. The digital input/output ports at each cable station are included in
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t he rel evant subsegnent.

7. The co-owners requested, and AT & T, Standard Tel ephones and Cables, PLC, of
the United Kingdom ("STC') and Cables de Lyon/CIT Al catel of France ("Submarcom')
each submitted, bids to construct Segnent Din its entirety. Rather than selecting
a single firm however, the co-owners have decided to have each of the three bid-
ders construct a portion of the cable. Al t hough the price of AT & T's original
proposal was 7.2% | ower than the joint construction effort now proposed, the co-
owners accepted the higher cost for multiple builders in order to accommdate cer-
tain countries' demands for participation by their donestic industries and to
stimul ate conpetition in cable construction. The applicants enphasi ze that, un-
der the final proposal, U S. conpanies will construct a portion of the TAT-8 sys-
tem conprising approxi mately 75% of the total system cost.

*3 8. Subsegnent D-1 will be constructed by AT & T. Using AT & T's "SL" design
the cable will consist of two working optical fiber pairs with associ ated regener-
ators and supervisory circuits. The cable will also contain a third fiber pair
to serve as a standby transnission path to which a signal could be switched
bet ween repeaters if required for restoration purposes. [FN5] The cable structure
itself consists of a king wire with nylon overjacket surrounded by six optical

fibers in a helical path enbedded in an extruded el astoner. A DC power conduct -
or/strength nenber of a double |ayer of strength wires surrounds the fiber struc-
ture and the whole is overclad with a swaged copper tube. Finally, the entire

structure is insulated with polyethyl ene.

9. AT & T will also construct the branching unit using its SL design. The unit
i ncorporates a shore-controlled power path switch through which the cable can be
series powered from Tuckerton to either one of the European cable stations. The
co-owners apparently are still considering an option to incorporate in the branch-
ing unit shore-controlled |ightguide sw tching which would permit all traffic to
be switched wholly to the U K 1leg or to the French | eg.

10. AT & T's SL design provides for redundancy of the |laser transmtter as well
as regenerator section-by-section redundancy through the standby optical fiber
pair, its associated regenerators, and the protection switching in the repeat-
ers. In addition, the SL design uses redundant equi pnent with automatic protec-
tion switching for the term nal transm ssion equi pment and the high voltage power
feed equi pnent.

11. Subsegnents D-2 and D-3 of the systemw ||l be constructed by STC and Subnar -
com respectively. STC will use its NL-2 design which incorporates two fiber op-
tic pairs with associ ated regenerators and supervisory circuits. The cabl e
structure is conposed of the optical fibers interleaved with nylon filanments and
bound to a king wire with a helically wapped cord. This structure is filled
with a viscous conpound and wapped with a DC power conductor/strength menber with
a die-closed al um num C-tube. The whole unit is then surrounded with two |ayers
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of counter-w apped strength wires with polyethylene insulation over the strength
menber . Submarcomwi || use its S280 design for subsegnment D 3. The design em
pl oys two fiber optic pairs with associ ated regenerators and supervisory cir-
cuits. The cable structure consists of the optical fibers enmbedded in a helic-
ally grooved plastic menber which is filled with a viscous conmpound and over -
wrapped with a plastic sheath. This elenent is paired with a DC power conductor/
strength nmenmber of a double layer of strength wires and both are overclad with a
swaged copper tube which is covered in turn with polyethyl ene insulation.

12. Both the NL-2 design and the S280 desi gn use redundant equi pnment w th auto-
matic protection switching for the term nal transm ssion equi pnment and the high
vol t age power feed equi pnent. Bot h designs also use |aser transmtter redundancy
with the NL-2 using two transmtters per regenerator while the S280 desi gn uses
four transmitters per regenerator.

*4 13. The entire cable systemw ||l be arnored in shallow water and, to protect
the cable fromfishing activities, will also be buried on the continental shelves
of f the New Jersey, U K., and French coasts.

14. At each of the three cable stations, the cable will be interconnected with
the donestic networks in the host country. The system s capacity will also be
extended via requisite transiting facilities to the borders of countries particip-
ating in the TAT-8 systemor to the terminals or earth stations of other interna-
tional cable or satellite systens. Thus, TAT-8 capacity will be used for ser-

vi ces between countries beyond those in which the cable | ands.

B. Digital Technol ogy

15. The TAT-8 cable will be the first transatlantic use of digital fiber optic
t echnol ogi es. Previous transatlantic cables all have been anal og cables. Digital
fiber optic technol ogy produces a transm ssion systemwhich differs significantly
from conventi onal anal og cabl es. In a digital system comunications are conver-
ted froma wave function into a series of binary digits or "bits". (Cbviously, in
the case of data comrunications, no conversion is necessary since data comuni ca-
tions by definition are those which consist of such a series.) These bits cor-
respond to discrete differing states that can be induced in a given transni ssion
medi um Fi ber optic digital systenms use |ight waves as the transm ssion nedi-
um In an anal og system on the other hand, comunications are represented in
their original wave form They are transnitted as continuous electrical signals
which carry information by means of variations in anplitude or frequency. [FNg]

16. Because of the change in technology fromanalog to digital, the co-owners
have defined the capacity of the systemin terms of bit rate rather than cir-
cuits. That is, capacity in the TAT-8 systemis defined in terns of the nunber
of information "bits" which can be transmitted per unit of tine. For purposes of
assessing the system s capacity, and of defining and allocating ownership in-
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terests in the cable, the applicants have devel oped the concept of a "fundanmental
unit of ownership." A fundanmental unit of ownership is a theoretical unit con-
sisting of one bit per second ("bps") in each direction. These units are grouped
in sets of 73,684.656 which are called M ni mum Assi gnable Units of Oanership
("MAUO s"). The nunber 73,684.656 represents a basic usable bit stream of 64, 000
bps plus an additional 9,684.656 bps necessary for multiplexing purposes. Each
fiber pair in the cable system has a capacity of two 140 negabits per second
("Mops") streams or 3,780 MAUO s. Since there are two fiber pairs, the total sys-
tem capacity is 7,560 MAUO s.

17. A MAUO al so represents the unit of neasure for ownership purposes, sinmlar to
the single circuit of anal og cables. The capacity of the system has been as-
signed to the co-owners in MAUO s, according to a schedul e which appears as Sched-
ule C of Appendix B to the Section 214 application. We have attached the sched-
ule to this Order as Appendix B

*5 18. In addition to changes in the nmethod of defining and allocating capacity,
the use of digital fiber optic technol ogy has pronpted the devel opnent of new cir-
cuit nultiplication techniques. For the TAT-8 system the applicants propose to
use "digital circuit multiplication equipnent" ("DCME"), a new technol ogy de-
vel oped by AT & T which currently can derive 5 voice paths per MAUG Thus, the
maxi mum nunber of voice paths which the TAT-8 system could produce, if its capa-

city were devoted solely to voice services, wuld be 37, 800. The application
does not state whether the applicants will provide the requisite DCVE or whet her
carriers or users will be expected to supply their own. [FN7] The application es-

timates the capital cost of the DCVE to the $75,000 per DCME terninal and $3, 000
per 2 Mops termnal for nultiplex equipnent.

19. A digital transatlantic cable requires an additional technical innovation.
The digital standards of North American and Europe differ fromeach other as to
the bit rate of the four nultiplexing | evels and the use of Mi-law versus A-law
encodi ng for voice signals. In order to interconnect differing digital networks
via TAT-8, the applicants propose to use a hybrid hierarchy of multiplexing that
uses three |evels. To inmplenent this arrangenment, the TAT-8 systemwll rely
upon a "multiplex systemconverter" and the digital nultiplex to be installed at
both ends of the cable. The result of this arrangenent is that both the North
Anmeri can and European co-owners will incur the costs of naking the two digita
systens conpati bl e. The applicants maintain that their interworking arrangenent
conplies with CCI TT Recommendati on G 711 which provides that paths between coun-
tries with differing speech encoding | aws should carry signals encoded in accord-
ance with the A-law, which, in the case of TAT-8, is that used by CEPT. The de-
tails of the inter-working arrangenent are set forth in Attachnent G to the ap-
plication.

C. Allocation of Capacity, Costs, and Omership Interests
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20. The CMA (referenced in paragraph 4, supra) provides for the allocation of ca-
pacity, ownership interests, and the capital, operating, and mai ntenance costs of
the system Segnent A (the Tuckerton cable station) will be owned by AT &

T, Segment B (the Wdenouth cable station) by British Tel ecommuni cations

("BT"); Segment C (the Penmarch cable station) by the Mnistere des Postes, des
Tel econmuni cati ons et de |la Tel edi ffusion of France ("French PTT"). Each party
to whom the CMA assigns capacity has an indefeasible right of use ("IRU") in each
of the cable stations. Segnent D (the cable) will be owned in conmon by the co-
owners in undivided shares. The ownership shares of the co-owners as well as
their shares of the capital, operating, and nmintenance costs of Segnent D are al -
|l ocated in the same proportions as the capacity assigned to them Schedul e B-1
of the CMA lists in percentages each co-owner's ownership share of Segnent D and
its costs according to the capacity allocations listed in Schedule C of the CMA
Schedul e B-1 provides that 50 percent of the cable will be owned by, and 50 per-
cent of the costs allocated to, the "Western parties": Teleglobe (1.35582%, AT &
T (36.68651% [FN8], FTCC (1.28307%, HTC (0.19180%, ITT (3.09524%, RCA
(1.50132%, TRT (1.28968%, Western Union (1.53439% and MCl International, Inc.
("MCII"™) (3.062179% . [FN9] The other 50% of the cable and its costs will be al-

| ocated to the Eastern parties. In addition, Schedule B-2 of the CMA sets forth
the allocation of Segnent A (the Tuckerton cable station) to the Western Parties
in percentages as follows: Tel eglobe--2.71164% AT & T-

-73.37302% FTCC--2.56614% HTC--0.38360% | TT-

-6.19048% RCA--3.00264% TRT--2.57936% Western Union--3.06878% MClI-
-6.1243% [ FN10]

*6 21. The applicants estimate that the cost of the TAT-8 systemw || be approx-

imately $335.4 nillion, including cable station common plant (land and buil di ngs)
but excluding interest during construction, which is estimated to be approximtely
$27 mllion. The applicants claimthat they will bear approximtely 97% of the
$0.6 mllion estimted capital costs of segnent A and approximately 49% of the
$333 million estimted capital costs of segnent D [FN11] for a total investnment by
the applicants of approximately $162.6 nillion. The capital cost per hal f-MAUO
for the applicants woul d be approxinmately $22, 000. If the cable capacity were

devoted exclusively to voice services, the cost for half of a derived voice path
for the applicants woul d be approxinmately $5000. [FN12]

22. The allocation of capacity, upon which the ownership and cost shares de-
scri bed above are based, is set forth in Schedule C of the application. Each MAUO
is shared jointly by a Western party and an Eastern party for use in providing
service between the two countries involved, whether to points within the countries
or to points reached by transiting them Thus, each co-owner owns a half-in-
terest inits respective MAUO s.

23. The application proposes two nethods for meking system capacity available to
non- owners. For service to certain non-CEPT countries listed in Appendix E to
the application [FN13], BT and the French PTT will purchase MAUO s jointly with
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the applicants on behalf of administrations in those countries and will convey
IRU s to the non-owners. For all other non-owners who may wi sh to use the TAT-8
system be they PTT's in countries not party to the CMA or U.S. carriers not party
to the application, the application notes that TAT-8 capacity in excess of that
required to nmeet the co-owners' "aggregate requirenents" will be available to ac-
comopdat e non- owners' needs. This capacity has been allocated to the owners in
proportion to their facilities requirenents forecasted for the period 1988-95.
The CMA contains a provision [FN14] permitting owners to nake any of their as-

si gned capacity available to other tel ecommunications entities, on a basis "other
than by transfer of an ownership interest” (i.e., on an IRU or | ease basis only),
subj ect to the consent of the party with whomthe capacity is jointly held.

24. The applicants do not propose the creation of a commonly held pool of U S
MAUO s for later distribution as IRU s (such as that forned for TAT-6 in Anmerican
Tel ephone & Tel egraph Co., 35 FCC2d 801 (1972)) nor do they commit thenselves to a
policy of voluntarily providing IRUs to existing or potential carriers (such as
that provided for in the TAT-7 authorization, AT & T Co., 73 FCC2d 248 (1979)).
Instead, they rely on the availability of excess capacity as described above to
nmeet the needs of additional carriers or countries.

I'1. Background

25. This application raises a nunber of issues which we di spose of below. Before
doi ng so, however, we wish to point out that there are sone issues, such as those
relating to projected traffic volume, timng, configuration, and the introduction
of a digital versus an anal og cabl e, which we have previously considered in our
on-going facilities planning proceedi ngs. In addition, as part of our on-going
facilities planning effort in Policies for Overseas Common Carriers, CC Docket No.
79- 184, we previously determ ned that construction of a TAT-8 fiber optic cable as
early as 1988 woul d serve the public interest. We received in that proceeding
nmuch of the enpirical data relevant to our analysis of this application. Qur
prior deliberations are pertinent to our consideration of the application now be-
fore us. Accordingly, we will begin our analysis of this application with a
brief review of the facilities planning process which preceded it and the issues
consi dered therein.

*7 Facilities Planning Context

26. On August 1, 1979, we released a Notice of Inquiry ("NO") initiating CC
Docket No. 79-184. Policies for Overseas Common Carrier Facilities, 73 FCC 2d
193 (1979). The purpose of the inquiry was to begin the process for devel opi ng
gui delines and policies for the construction and use of cable and satellite facil-
ities in the North Atlantic region, which we could use in acting upon applications
proposing specific facilities for the period 1985-1995. [FN15] On April 13, 1980,
we issued a second NO specifying the procedures for our inquiry and requesting
the detailed information required to fornul ate our policies and guidelines.
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Policies for Overseas Conmon Carrier Facilities, 76 FCC 2d 522 (1980).

27. On Novenber 7, 1980, we released a Notice of Proposed Rul emaking ("NPRM') in
Docket 79-184 (Policies for Overseas Conmon Carriers, 82 FCC 2d 407 (1980)) in
which we offered for public coment the results of our initial review of the in-
formati on and alternative proposed plans subnitted by carriers in response to the
second NO . We had received a wide range of alternative proposed facilities con-
struction and use plans for the 1985-95 period which contenpl ated the phased-in
i ntroduction of a variety of satellite and cable transm ssion facilities, includ-
ing a high-capacity, digital, fiber-optic cable with branching capacity permtting
mul ti ple | anding points for a single cable.

28. Qur evaluation of the various plans was based, inter alia, upon an analysis
of the available traffic forecasting data and the demand flexibility of the plans
t hensel ves. A staff plan had been designed to show the mnimumfacilities that
woul d be required to neet the denand forecasted for the planning period. It in-
di cated that no new cable facility would be needed to neet the forecasted denand
until 1991. The plan subnitted by the USISC s (Plan 1) indicated that capacity
woul d exceed demand by an ampunt ranging from 39 to 117 percent during the 1985-95
pl anning period if a fiber optic cable were introduced in 1988 and a second in
1992. [FN16]

29. As a result of our analysis of the enpirical data on future demand, and the
proposal s regarding facility capacity subnitted to us, we cane to a number of

tentative concl usions. First, we thinned out the field of alternative plans we
woul d continue to review by identifying those with significant deficiencies and
elimnating them from further consideration. Second, we concluded that there was

no di scerni ble need for the introduction of an anal og cable prior to the avail ab-
ility of a fiber optic digital cable which we assuned woul d have a | ower per cir-
cuit cost. We al so concluded that, even with the deploynment of |ower capacity
Intel sat satellites, circuit demand neverthel ess would be net if introduction of a
fiber optic cable were delayed by as much as three years, until 1991

30. W also noted that we needed nore detailed information on the cost of intro-
ducing a fiber optic cable in order to weigh those costs against the benefits of
pur sui ng the Conm ssion's policy of encouraging the devel opnment and use of new
t echnol ogi es. Finally, on a cautionary note, we enphasized the vagaries inherent
in long-range forecasting of traffic, costs, and system capacities. Accordi ngly,
we decided to focus our attention in the rul emaki ng upon the early part (1985-92)
of the planning period with particul ar enphasis on our decisions regardi ng design
(capacity) of the Intelsat VI satellite series and the initial operation date for
a fiber optic cable. We del egated authority to our staff to convene public neet-
ings of the parties as a vehicle for the early generation and exchange of basic
pl anni ng i nformati on.

*8 31. In January of 1981, we adopted a report and order in Docket 79- 184,
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Policies for Overseas Common Carriers, 84 FCC 2d 760 (1981) ("January Order"), in
whi ch we provided the USI SC s and Consat with general policy guidelines defining a
range of acceptable alternatives for major facilities construction. O signific-
ance to the TAT-8 application was our conclusion that no new cable facility was
likely to be needed prior to 1988 but that the public interest would be served by
the introduction of a fiber optic, digital cable as early as 1988. We deterni ned
that a fiber optic cable was preferable to introduction of an anal og cabl e because
(1) it would provide considerably greater capacity at a | ower cost per cir-

cuit; (2) as a digital transm ssion nedium it would be a superior techno-

logy; and (3) it would accommpdate a greater range of services than the conven-

ti onal anal og design cable.

32. W& then discussed the proposed tinmng of the fiber optic cable's introduc-
tion. On the one hand, the USI SC s argued that early introduction of a fiber op-
tic cable would increase demand flexibility, provide better service reliability
t hrough added capability to restore service following a facilities failure, en-
hance devel opnent of new services through added wi deband data and vi deo capabil -
ity, be conpatible with devel opi ng donestic switched digital networks, and encour-
age AT & T to maintain its world | eadership in submarine cable technol ogy devel op-
ment . In addition, CEPT and Tel egl obe had stated their position that such
factors as diversity, cable satellite circuit balance, flexibility to accommbdate
delay and inplenmentation of new facilities, traffic growth, and the high risks of
si mul taneous inplementation of new, untried technol ogies in both cable and satel -
lite systenms, augurred in favor of introducing a fiber optic cable in 1988. We
did not dispute these benefits.

33. On the other hand, we noted that introduction of a fiber optic cable could be
del ayed until the end of 1990 and there would still be approximately 20% excess
capacity in North Atlantic facilities. In addition, we estimted the rough, "up-
per - bound" cost savings to U. S. carriers (and thus U S. ratepayers) accruing from
delay in the introduction of the fiber optic cable until year-end 1991 to be about
$28 mllion. Wei ghi ng agai nst these two concerns was what we identified as a
technol ogical risk that the Intelsat VI satellite series would not be operational
on schedul e or would not use advanced nodul ati on technol ogi es, which would in-
crease capacity, on both the 6/4 and 14/11 GHz frequency bands. Qur anal ysi s of
avail abl e capacity had assuned the existence and advanced nodul ati on of Intel sat
VI satellites on schedul e. We deternmined that a delay in the fiber optic cable
woul d | eave only a one year "safety nmargin" (basically, the period fromearly 1987
to 1988) between the schedul ed operation of the Intelsat VI's and the point at
whi ch demand woul d outstrip existing capacity. G ven the small safety margin
avail abl e, the level of technol ogical devel opnent risk, and the inherent uncer-
tainty of our long-range forecasts, we concluded that the risk reduction of an
early fiber optic cable introduction far outweighed the projected cost savings
from del ayi ng i ntroduction. Accordingly, we deternined that, based on then-
current information, the public interest would be served by introduction of a
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fiber optic cable as early as 1988.

*9 34. In addition to our formal proceedings in Dockets 18875 and 79-184, we have
participated with our foreign counterparts in a series of neetings in the United
States, Canada and Europe to discuss facility requirements for the North Atlantic
regi on. These North Atlantic Consultative Process neetings, attended by Consat,
the USI SC s, Comm ssion staff, representatives of the State Department and NTI A,
and our foreign partners, have focused since 1979 on the cable and satellite fa-
cility needs for the 1985-95 peri od. The underlying |l ogic of these international
meeti ngs, which we continue to endorse, is that the rationale, planning, construc-
tion and use of international facilities are not within the jurisdictional sover-
ei gnty of any one country and must, in a collegial atnmsphere, be coordi nated
anong the potential owners and appropriate government agenci es.

35. Topics discussed at these consultative process neetings include traffic fore-
casts, new services, inpact of technology on facility requirenents, subnmarine
cabl e technol ogy, satellite technology, satellite | aunch options, restoration
principles, |oading plans, decision tinetables and facility options. All parties
in the consultative process support the process and recognize that facilities have
become too expensive to permt ad hoc review of facility needs on a case-by-case
basi s.

36. In the initial planning nmeetings for the 1985-95 period, the participants in
the consultative process recogni zed the econom ¢ and technol ogi cal benefits of a
fiber optic cable system Tel egl obe and the CEPT countries generally favored the
i ntroduction of such a cable as soon as possible but also supported the introduc-
tion of a TAT-8 analog cable if the fiber optic cable could not be placed in ser-
vice by 1988. The United States' position, as enunciated in the 1981 January O -
der, was that an additional analog cable would be desirable only if a fiber optic
cable could not be placed in service by 1988 and if the | NTELSAT VI series of
satellites was del ayed beyond 1988. Since a fiber optic cable systemw Il be
avail abl e for service in 1988, the CEPT/ Tel egl obe parti es have now terninated
their support for an additional analog cable. (The |INTELSAT VI series of satel-
l[ites are now scheduled to be launched in the 1986/87 tine frame). The United
St ates, Tel egl obe and CEPT positions are therefore now in harnony. We believe
that the consultative process has been an invaluable vehicle for the reasoned
pl anni ng of new facilities. We anticipate that future nmeetings with our foreign
col | eagues will continue to be productive and provide a forumfor an open exchange
of information and views.

I1l. Discussion

37. The net result of our efforts in facilities planning is that the overarching
guestion of whether the public convenience and necessity would be served by con-
struction of a fiber optic digital cable between the U S. and Europe has been
answered in the affirmative. The circunstances upon which we based our concl u-
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sions in the proceedings in Dockets 18875 and 79-184 have not changed signific-
antly to date. We wi sh to enmphasi ze, however, that our prior decisions do not
constitute a determination under Section 214 of the Comuni cations Act that the
publi c conveni ence and necessity require a grant of the particular application be-
fore us now. Qur task in deciding the present application is to deternine "wheth-
er the specific facility chosen and the use to be nmade of that facility are re-

qui red by the public convenience and necessity." AT & T Co. (TAT-7), 73 FCC 2d
248, 256 (1979) (enphasis added). To do so, we will consider the follow ng as-
pects of the application

*10 A. Allocation of capacity anong co-owners and to non-owners

B. Configuration of TAT-8 System

C. Projected demand for TAT-8 capacity

D. Availability and costs of digital circuit nultiplication equipnment
E. Facility loading and activation schedul e

A. Allocation of Capacity Among Co- Owmers and to Non- Oaners

38. The application (in keeping with the CMA) proposes to assign TAT-8's capacity
to the co-owners according to the allocation schene described in paragraphs 13 to
16, supra. That all ocati on scheme raises two i ssues which we address bel ow

1. Availability of Capacity for Additional Parties or Countries

39. The first issue concerns the nethod by which the applicants propose to nmake
TAT-8 capacity available to parties or countries other than those participating in
the construction of the cable. The issue may arise in at |east three in-
stances: where non-carriers seek capacity; where additional U S. carriers seek
capacity; and where the applicants or other service providers seek capacity to
serve countries with no ownership interest in TAT-8. Each of these instances
rai ses differing policy concerns.

a. Non-Carriers

40. In the case of non-carriers who seek capacity, the Conmi ssion's concerns are
those set forth in the Notice of Inquiry in International Comrunications Policies
Governi ng Designation of Recognized Private Operating Agencies, Grants of IRUS in
International Facilities and Assignnent of Data Network Identification Codes, CC
Docket No. 83-1230, FCC 83-516, 48 Fed. Reg. 57620 (Decenber 30, 1983). Wi le we
pointed out in that Notice that non-carrier ownership of IRU s could produce sig-
ni ficant benefits (including possible |lower rates to users, nore service flexibil-
ity, alternative financing sources for carriers, and the introduction of conpeti-
tion for certain services), we also noted a nunber of possible disadvantages, such
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as problens in coordinating and retaining control of the underlying facilities,
which are particularly conplex in the international arena. We do not believe it
appropriate to resolve these matters as part of our determ nation of this applica-
tion. The issues are conmplex and will require a careful exercise of our judg-
ment, informed by input fromcarriers, facilities owners, non-carriers who seek

I RU s, end-users, and other interested persons. Since we have initiated a pro-
ceeding on this issue which we hope will pronpt the production of precisely that
input, we will not resolve the issue here. [FN17] However, in light of the signi-
ficance of this issue, and given the fact that the TAT-8 cable will not be pl aced
in service until some tine after the |likely conclusion of our proceeding on the

| RU i ssue, we have decided to condition our authorization here upon conpliance
with the policy devel oped in that proceeding. No party will be prejudiced
thereby and the potential rights of non-carriers will be preserved.

b. Additional Carriers

41. As we pointed out in paragraph 20, supra, the applicants have not proposed a
speci fic mechani sm for nmaki ng capacity available to additional U.S. carriers who
woul d seek capacity in TAT-8 beyond stating that the existence of capacity in ex-
cess of the co-owners' aggregate requirenents will be sufficient "to enable them
to accomodat e reasonably the needs of any additional U S. carriers to obtain ca-
pacity in the TAT-8 cable system” The applicants further state that the Conmi s-
sion's authority under Section 214 of the Conmunications Act over transfers of ca-
pacity "anong U.S. carriers”, coupled with "the reservation of the right to real -
| ocate capacity", will permit us to enforce our future policies "concerning the
manner in which the needs of additional U S. carriers will be nmet" (enphasis ad-
ded). We agree. [FN18] However, we are concerned not only with the manner in
which additional U S. carriers will be accommpdated but with whether they will be
accommpdat ed at all. Inits coments on the application, GIE Sprint states that,
"without an explicit condition in the TAT-8 Section 214 authorization assuring the
availability of TAT-8 IRUs, the U. S. TAT-8 co-owners woul d have no express obliga-
tion to nake capacity available to competing carriers and the Comm ssion may | ack
authority to conmpel the availability of IRU capacity." Comments of GIE Sprint,
p. 3. GTE mai ntains therefore that the Conm ssion should condition the applic-
ants' authorization upon conpliance with some ownership arrangenent which ensures
the availability of IRUs for additional carriers.

*11 42. O the responses to GIE' s coments, those of ITT and NTIA specifically
address this issue. [FN19] |ITT notes that GTE suggested three possible condi-
tions: the "AT & T ownership option" devel oped for the TAT-7 authorization (AT &
T Co., 73 FCC 2d 248, 260-61 (1979)), the circuit pool used in the TAT-6 cable au-
thorization (AT & T Co., et al., 35 FCC 2d 801, 823-24 (1972)), or a new nechani sm
of the Comnmi ssion's choice.

43. The "AT & T ownership option" refers to a condition in the TAT-7 authoriza-
tion which required AT & T to supply TAT-7 circuits on an | RU basis to non-owni ng
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carriers who seek them The original TAT-7 proposal had been silent on this is-
sue, proposing no nmechani smfor accommdati ng additional carriers' requests for

| RU s. In response to a staff inquiry as to whether the applicants would be us-
ing a circuit pool arrangenment |ike that used for TAT-6, AT & T volunteered to
make IRU s in TAT-7 circuits available to carriers at the request of the Conm s-

si on. AT & T's comitnent was enbodi ed i n paragraph 43 of the TAT-7 order
wherein we required that AT & T "nake avail able, at the request of the Conmi ssion,
interest in TAT-7 circuits to present and future U.S. carriers...." |TT maintains
that the same condition should be applied to TAT-8. Furthernmore, |TT urges that,
as was the case for TAT-7, the condition should be applicable only to AT & T, not
to the other applicants, because (1) AT & T has the lion's share of capacity; and
(2) nost additional carriers, |ike GIE, would be potential international MIS pro-
vi ders, and would be conpeting solely with AT & T. Carriers like ITT that do not
provi de international MIS, "should not be faced with a conpul sory | oss of capacity
as a result of potential conpetition between AT & T and a third party." I TT Op-
position at p. 3, n. * * *,

44. |ITT rejects the alternative of a circuit pool arrangenent as too cumnbersone
and mai ntains that such an agreenent could be inpractical adm nistratively and
could deprive smaller co-owners of technol ogical efficiences because of the unique
ci rcunst ances of TAT-8. I TT al so points out that no party advocates a pool ar-
rangenment nor has any party introduced into the record information on, or support
for, such an arrangenent.

45. NTI A al so addressed this issue in its pleading. While it supports "broader
| RU ownershi p", NTIA urges that we require IRU s to be conveyed only on a vol un-
tary basis once a cable is placed in service. NTI A woul d support a condition in
our authorization requiring that a limted nunber of IRU circuits be avail able on
a mandatory basis before that tine.

46. After considering these cormments as well as the applicants' representations,
we have concluded, for the reasons set forth below, that some mechanismis neces-
sary for providing TAT-8 capacity on an IRU basis to additional carriers and that
a nethod simlar to that used for the TAT-7 cable would be npst appropriate in
this instance. Accordingly, we will authorize this cable on condition that the
applicants make IRU interests in TAT-8 capacity available to carriers who receive
authority fromthe Commi ssion pursuant to Section 214 to acquire such capacity.
W will also reserve the right to reallocate capacity to the extent necessary to
enforce our future policies regarding the acconmodati on of additional carriers.
This condition does not conflict with the applicants' obligations under the CVA
since the CMA expressly contenplates the use of the co-owners' capacity by third
parties. See § 214 Application, App. B, p. 31, 1 11(h) and (i).

*12 47. W have decided to make the former condition applicable to all of the ap-
plicants. We find unpersuasive ITT's argunment that the condition should apply
solely to AT & T, as it did in TAT-7. We have rejected ITT's position for two
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reasons. First, as we noted above, the TAT-8 application states that all of the
applicants, including ITT, have been allocated capacity in excess of their re-

qui renents. Thus, AT & T is not the only applicant with excess capacity ini-
tially. Every applicant's excess capacity should be available if nore efficient
use can be made of it by another carrier. Second, |ITT's argunent in essence is
that AT & T is better situated than the other applicants to give up capacity to
additional carriers. It is not necessary for us to nake such a deternination
now. We expect that, in virtually all cases, additional carriers will be able to
purchase IRU s fromwilling sellers. The cases in which we will be called upon
to conmpel a sale by a particular applicant will be rare. As to those instances
where Conmm ssion intervention is required, by inposing a condition applicable to
all applicants, our determ nation as to which applicant is best suited to give up
capacity will be made in the context of applications by additional carriers for
authority under 8 214 of the Communi cations Act to acquire capacity in TAT-8. Un-
der the Act, we cannot grant such authority without first deternmining that the re-
guested transfer of facilities serves the public conveni ence and necessity both in
terms of the additional carrier who seeks capacity and the carrier who gives up

capacity. Thus, our condition will enable us to consider precisely those issues
which ITT clainms justify the application of the condition only to AT & T but our
consideration will be on a case-by-case basis with specific needs, usage patterns,

and carriers before us to i nform our decision.

48. W agree with NTIA that IRU transfers should be voluntary; indeed, we would
strongly encourage voluntary transfers of IRU interests. However, the TAT-8 sys-
temis a major new pipeline for international telecomunications in the North At-
l antic region. It will be the only alternative to satellite services for end
users and new carrier entrants once existing smaller cables serving the region are
saturated or retired from service. G ven the size of this facility, we expect it
to have capacity available for some tine after all other cables in the area have
been saturat ed. To insure access to so inportant a facility, we will retain jur-
isdiction to reallocate capacity to the extent necessary to enforce our policies
regardi ng the accommdati on of additional carriers. NTI A suggests that we condi -
tion this authorization by specifying now a linmted anpunt of capacity to be nmade
available for IRUs to additional carriers. However, the applicants, in conjunc-
tion with the other co-owners, have already allocated all of their capacity.

Rat her than reallocating capacity anong the applicants and making a single judg-
ment now of the capacity necessary to nmeet future and as yet undeterm nabl e needs,
we prefer to reserve the right to intervene at a |ater date should such be neces-
sary. Thi s approach gives carriers an opportunity to proceed on a voluntary
basis first while not foreclosing the possibility of Conmm ssion intervention |ater
shoul d a voluntary system break down.

*13 c¢. Additional Countries

49. The final situation which raises the issue of the applicants' nethod for al-
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| ocating capacity to non-owners is that in which the applicants or other service
providers seek to serve countries in Europe, Asia or Africa with no ownership in-
terest in TAT-8. According to the application, the co-owners have provided for
this contingency by pernmitting BT and the French PTT to purchase capacity in TAT-8
on behalf of the non-owning countries listed in Appendix E to the application.

This capacity will be conveyed to the listed countries on an IRU basis as the need
ari ses. Countries on the list are those that have identified a need to use TAT-8
capacity. The applicants state that the listed countries have reached agreenments

in principle with BT and the French PTT to purchase on an IRU basis a majority of
t he capacity indicated.

50. This arrangenent is problematic for several reasons. First, the arrangenent
provi des no assurance that capacity will be available for service to unlisted non-
owni ng countri es. Second, no circuits wholly under U S. control are avail able
for providing service between a U S. carrier and a non-owning country, listed or
not . Thus, U. S. entities can exercise no structural control over the price and
terms under which capacity will be made avail able for such service. On the other
hand, this arrangenment insures that U S. carriers will pay less of the carrying
costs for excess capacity since they will not be paying for both "halves" of a
MAUQ. Mor eover, we are confident that BT and the French PTT will act in good
faith in providing the dedicated capacity to listed non-owning countries in a fair
and busi ness-1i ke manner. The application notes that there is sufficient addition-
al capacity in TAT-8 to provide for such countries. Finally, the abundance of
transatlantic circuits, both cable and satellite, which will be available in the
foreseeable future reduces our concern that there will be insufficient overall ca-
pacity to nmeet service needs fully. In light of these factors, we find the pro-
posed arrangenent to be a reasonable attenpt to avoid the problems of carrying
cost allocation, circuit availability, and cunbersome procedures associated with
the alternatives enployed in the past. However, to assure that carriers' needs
are nmet for capacity to individual non-owning countries, we will condition the au-
thorization to permt us to reallocate--or require the cooperative use--anong U. S
carriers of unused capacity dedicated to service to non-owning countries. W wll
al so nonitor with our foreign partners the success or failure of this schene so
that we can deci de whether such arrangenments should be enployed in the future.

2. Allocation in Half-"Circuits"

51. In its petition to deny the application, AR nc challenges the allocation of
TAT-8 capacity in half-circuits, or jointly-held MAUO s. [FN20] W concl ude that
Arinc's proposed alternative of allocating circuitry on a whole-circuit rather
than a half-circuit basis requires a profound change in the ownership of interna-
tional telecomunications services without a showi ng that the changes are effica-
cious or feasible. Wil e we are not opposed to consideration and di scussi on of
Arinc's general ideas, in, for exanple, one of our planning dockets, the present
Section 214 application for a specific facility is not the best forumfor inple-
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menting them [FN21] Nevertheless, the parties here have addressed the issue in
their pleadings, giving us an adequate record upon which to base a decision on the
nerits. Based on that record, and our experience in the international arena, as
detail ed bel ow, we conclude that Arinc's proposal |acks substantive nerit. We
are therefore denying its petition

*14 52. In its petition, Arinc states that it has no objection to the technol ogy,
configuration or timng of TAT-8. In fact, it favors construction of the cable
because of the potential downward pressure on rates the cable could exert. Vhat
Arinc seeks is a condition requiring the applicants to allocate ownership in-
terests in the cable on a whole circuit basis only, meaning that co-owners woul d
own conplete MAUO S rather than owning each jointly with a foreign co-owner. Un-
der this arrangenent, each CEPT entity would own a conplete circuit term nating on
North Anerican soil and each North American carrier would owmn a circuit term nat-

ing in Europe. Thi s arrangenent would be coupled with a requirenment that foreign
entities grant non-discrimnatory access to their domestic network as a condition
of obtaining access to ours. Arinc argues that this alternative ownership ar-

rangenment woul d i ntroduce conpetition and its concomnitant benefits into the inter-
nati onal tel econmunications market and would all ow greater flexibility in the
terms and conditions under which transatlantic cable circuitry is provided.

53. Arinc's premise is that the control over a transatlantic circuit vested in
the PTT's by virtue of their one-half share permits themto prevent any extension
of the Conm ssion's pro-conpetitive policies to the entire circuit. The result of
this "intolerable interference with the Conm ssion's pro-conpetitive actions"
[FN22] is the foreclosure of any conpetition in international circuits. Arinc
also clainms that new entrants' difficulties in obtaining operating agreenents are
a direct result of the half-circuit schene.

54. Arinc clains that several benefits would flow from a whol e-circuit scheme.
Whole circuits would create conpetition between the owners on either end which
woul d produce | ower rates. Wiol e circuits would permit carriers to obtain access
to foreign markets "nmerely by purchasing an IRU in a cable."” [FN23] Both the US-

I SC s and foreign entities would offer nore flexible terns and conditions as they
conpeted with each other for transatlantic cable traffic, unlike the current situ-
ation where foreign joint owners can negate USI SC concessi ons by conditioning the
foreign entity's half of the circuits. In support of its argunments, Arinc includes
an extensive description of international relationships and negotiation nethods in
the comrercial aviation industry and asserts that the tel ecomunications and air

transport industries are anal ogous for purposes of selecting negotiating tactics.

55. In its opposition to Arinc's petition, AT & T disputes Arinc's claimthat
whole circuits will lead to conpetition in international telecomunications and
open narkets. AT & T clainms that Arinc ignores the fact that U S. entities can-
not gain access to foreign markets sinply by obtaining a whole circuit in interna-
tional facilities because the U S. entity will still need an agreenment with the
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foreign adnministration to interconnect with the foreign network. As for Arinc's
suggestion that the necessary concessions could be coerced by inposing reciprocal
[imtations on access to the U S. network, AT & T argues that such "strong-arm
tactics" fail to recognize the cooperative nature of international telecomunica-
tions. AT & T cites testimny of the Secretary of State to denonstrate the cur-
rent conmtment of the United States to a cooperative approach. [FN24]

*15 56. ITT filed an opposition in which it objects to Arinc's proposal on four

gr ounds. First, ITT clains that the CMA woul d have to be renegotiated should
Arinc's proposal be inplemented. The delay involved in renegotiating the CMA, if
it could be renegotiated at all, would disserve the public interest which the Com
m ssion, in the January Order in Docket 79-184, found would be served by tinely
i npl ementati on of a TAT-8 cable. Second, |ITT argues that Arinc's proposal is
without merit because it will not cure the problemit purports to address, nanely,

the reluctance of foreign telecommunications entities ("PTT's") to enter into op-
erating agreements with U S. carriers. "Foreign operating agreenents are required
because foreign adm nistrations, which are generally nonopoly [sic] governnment en-
tities, insist as a matter of their own national |law or policy that they particip-
ate in the provision of services to their own citizens for conmunications origin-
ating or termnating in their own countries.” | TT opposition, at p. 8. ITT

mai ntai ns that the control which a sovereign nation exercises over the tel ecommu-
nications originating or termnating within its borders is not affected by changes
in the point at which it exercises control, be it at a theoretical mdpoint in the
cable or at the cable's end. To the extent that a foreign entity's control over
operating agreements creates a bottleneck, AR nc's proposal would change only its
| ocation, not the foreign entity's ability to create one.

57. Third, ITT argues that the issues raised by Arinc involve broad policy ques-
tions, beyond the scope or the record of this proceeding, which can be addressed

only in a rul emaki ng. Finally, ITT states that Arinc had anpl e opportunity to
propose its policy change in the Conm ssion's planning proceeding in Docket
79-184. It failed to do so, the Comn ssion developed its policy accordingly, and

the carriers relied on the Conm ssion's action. For the Comr ssion to now adopt
Arinc's proposal "changes the rules in the mddle of the game," according to ITT,
and woul d constitute unreasonable retroactive policynaking.

58. Hawai i an Tel ephone Conpany raises three objections to Arinc's petition inits
opposi tion. First, HTC urges that the TAT-8 application is not the proper forum
for serious consideration of Arinc's proposal given the considerable delay of the
TAT-8 project which would be required to consider properly such a change in
policy. Second, HTC points out that Conmi ssion acceptance of Arinc's proposa
woul d not expedite PTT acceptance of it and would nost likely nake it nore diffi-
cult to obtain, especially "if viewed as an effort by the U S. to inpose its

policies on foreign entities." HTC petition at p. 3. Finally, like ITT and AT &
T, HTC argues that Arinc's proposal would not achieve the stated objective of in-
jecting conpetition into the international tel ecomunications market. Rat her
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than elinmnating the need for operating agreenents, HTC argues that Arinc's pro-
posal would sinply shift the point at which one is required fromthe cable m d-
point to the cabl ehead.

*16 59. In its opposition to Arinc's petition, NIIA states that Arinc's proposa
will not obviate the need for operating agreenents. In addition, NTIA argues
that whole circuits will not encourage PTT's to admt additional U.S. carriers in-
to their markets, since the stated reason for their reluctance to do so is the al-
| eged additional technical and adm nistrative requirenments and associ ated costs
i nvol ved with additional interconnections. These costs woul d not necessarily be
changed by a switch to whole-circuit ownership. NTI A al so questions whet her
Arinc's suggestion that PTT adoption of pro-conpetitive policies can be coerced
t hrough reciprocity arrangenents is realistic or in this country's best interest.

60. I n response to the oppositions, Arinc clains that none of them questioned its
prem se that whole circuits would encourage greater conpetition in internationa
t el ecommuni cati ons. Arinc reiterates that whole circuits plus negotiated non-

di scrimnatory access to foreign networks would all ow i ntranodal conpetition and
that new carriers would need only to purchase IRUs "to be assured of a conplete
circuit fromthe U S. to foreign shores.” Arinc rejects clains that adoption of
its proposal would cause delay in the TAT-8 effort by arguing that only m ninal
changes in the CMA are required. Arinc characterizes its pleading as a request
to the Commission and the State Departnent to use "diplomatic process" to effect
its proposal. As for objections to the timng of its proposal, Arinc enphasizes
that we can authorize the cable without delay subject to a condition that the
whole circuit plan be adopted or that the applicants conply with any policy we nay
devel op on the issue.

61. Arinc filed a separate reply to NTIA s pleading in which Arinc stated that
NTI A's position as set forth in its pleading was inconsistent with policy state-
ments previously nmade by that agency. Arinc reiterates its support for negoti -
ation of foreign agreenent with a whole-circuit policy and maintains that NTIA's
fears of foreign opposition to whole-circuits can only be specul ative at this

poi nt . Enphasi zing the reciprocity requirement in its proposal, Arinc disputes
NTIA's claimthat foreign adninistrations who are reluctant to interconnect with
additional carriers would not be prone to do so on a whole circuit basis. Fi -

nally, Arinc urges that we should give its proposal a try since, even if it fails
to produce additional conpetition, no harmwould result to the public or any

party.

62. After review ng the various pl eadings, we are persuaded that adoption of
Arinc's proposal at this time will not serve the public interest. We find no
reason to conclude that whole circuits alone can produce the conpetitive benefits
Arinc seeks or avoid any of the disadvantages of half-circuits. The power exer-
cised by each PTT results fromits sovereign authority over the tel ecomrunications
systemwi thin its own borders. This authority woul d exist regardl ess of the own-
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ership nethod for international circuits and regardl ess of the point (md-cable or

cabl ehead) at whi ch ownership begi ns. Wt hout a foreign correspondent's agree-
ment to pernit a cable to land and to access its donmestic network, a switch to
whol e circuits would serve no pro-conpetitive purpose. To require that TAT-8 ca-

pacity be made avail able solely by whole circuits would do nothing nore than to
shift the point of interconnection, and thereby shift the |ocus of the foreign
correspondent's exercise of its sovereign authority, froma theoretical m dpoint
in the Atlantic to the cabl ehead where the transatlantic cable | ands. Thus, un-
der a whole-circuit schene, the PTT's would still be able to require operating
agreenents, to limt the nunber of carriers granted access to the PTT's network,
or to inpose other conditions upon the USI SC.

*17 63. It is the second half of Arinc's equation that is crucial to securing the
al | eged benefits of a whole-circuit scheme--nanely, Arinc's suggestion that PTT' s
be required to grant access to whole-circuit owners as a condition for foreign ac-
cess to the U S. network. [FN25] W thout such a requirement, no change woul d ne-
cessarily result froma whole-circuit approach. W agree with the oppositions to
the petition which point out that such an approach is inconsistent with our prac-
tice of the past thirty years which has been to approach international telecomu-

ni cati ons as a cooperative venture between sovereign nations. Arinc has provided
us with no justification for unilaterally abandoni ng our cooperative approach in
this instance. In addition, Arinc nakes no show ng that the PTT's have ever con-

sidered or would agree to unilateral demands for a whole circuit approach or that
such an approach woul d be workable--that is, that the PTT's would agree to nore
liberal entry policies as a result--while the oppositions point out that such
pressure m ght produce the opposite effect. Arinc in effect is asking us to ini-
tiate a radical and antagonistic change in our international comunications policy
on the basis of a record which indicates that no benefits would necessarily enure
to the public. In light of the delay and disruption to TAT-8 that adoption of
Arinc's proposal would cause, and the, at best, dubious possibility that it would
produce any benefits, we deny Arinc's petition. [FN26]

B. Configuration of TAT-8 System

64. As noted above, the application proposes a cable with one |anding point in
the U.S. and two in Europe, or a "single-bident." At the time of the January O -
der, sunmarized in paragraphs 30-32, supra, the co-owners had not yet selected the
si ngl e-bi dent configuration but were considering five possible alternatives.

[FN27] Each configuration presented differing options as to cost and ability to
nmeet the volune and distribution requirenents of forecasted traffic. I nf or mati on
regarding the five possible configurations was provided to the Comr ssion as part
of AT & T's subnissions in Docket 79-184. Usi ng the single-bident configuration
as a baseline, those subm ssions indicated that the costs for the other four al-
ternati ves exceeded that for the single-bident by a range of 25-53%

65. O the five alternative configurations, the co-owners narrowed the serious
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candi dates to two: the single-bident and the single-trident. The single-trident
appeared particularly promsing to U S. participants since it would have added a
third European branch, |anding at Estepona, Spain. The advant ages of such a
third l eg are several. It would provide a direct transm ssion path for traffic
going to Mediterranean Basin countries that presently nust transit France or other
Eur opean countri es. By reducing the need for such transiting, the third | eg
could significantly reduce costs and could increase service reliability. I n ad-
dition, a third leg would provide a relatively cheap transmn ssion path. Fi nally,
it could stinmulate the devel opnent of digital networks in the nmediterranean Basin
by making international digital capacity avail able.

*18 66. The co-owners rejected the single-trident option. The applicants state
that this decision was based on a determ nation that no digital submarine cable
network acceptable to the TAT-8 co-owners would be available in the Mediterranean
Basin in the near future which could be connected to TAT-8 at the Spanish | andi ng
poi nt . The applicants enphasi ze that adm nistrations in the Mediterranean made
every effort to obtain agreements and comritnents "as to the participation, pri-
cing and timely availability of such a connecting digital submarine cable network
acceptable to the TAT-8 co-owners” [FN28] but were unable to devel op such agree-
ments by the tinme the co-owners made their selection of TAT-8's configuration
The | ack of such agreements also prevented the co-owners fromnmaking a "final, de-
tail ed analysis of the pros and cons of the single-trident configuration." [FN29]

67. Wihile the co-owners selected the single-bident configuration, they were m nd-
ful of the potential benefits of a third branch. Rat her than forecl ose that op-
tion, the CMA includes a provision which would pernmit nodification of TAT-8 at a
| ater date to add a branch landing in Spain, subject to the agreenent of all
parties to the CMA The provision provides that such an agreenent nmay not be un-
reasonably withheld "by a party provided that his interest in this Agreenent
suffered no prejudice by such a change in configuration.” [FN30] Should this op-
tion be exercised within one year after TAT-8 is placed in service, the estinmated
cost would be $6 nillion nmore than the cost of building the third branch into the
systeminitially plus the costs of three days of down tinme for the cable.

68. We have concluded that preservation of the third branch option best serves
the public interest at this tine. We expect the co-owners to continue to con-
sider the third branch a viable option. The U.S. has a strong national interest
in direct, secure transm ssion channels to the Mediterranean Basin countries.

The third branch presents at this point in time the | east costly nethod of vindic-

ating that interest. We take seriously the lIanguage in paragraph 19 of the CMA
whi ch provides that no party would unreasonably wi thhold agreement to add a third
leg at sonme |ater date. Whil e we acknowl edge the proviso that no party suffer

prejudi ce by reason of a change in configuration, we enphasize that we would be
gravely concerned if the proviso were to be used to deny to the U S. the direct
circuitry to Mediterranean Basin countries in which it has so strong a nationa

i nterest. In light of the uncertainty surrounding the time by which there will
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be sufficient digital capacity in the Mediterranean Basin to justify a third
branch, we do not believe that the single-trident configuration nmust be construc-

ted initially. Therefore, we will require at this time only that the applicants
insure that any effort or equipnment required to pernit later addition of a third
branch be provided at the tinme of initial construction. We expect that the issue
of a third branch will remain the subject of discussion in the North Atlantic Con-

sultative Process.

*19 C. Projected Demand for TAT-8 Capacity

69. In its comments regarding the need for a facilities use plan, Consat has
guesti oned whet her current demand projections justify placing the TAT-8 cable in
service in 1988 as the applicants propose. As part of the facilities planning
process, we have received projections of the traffic volunme anticipated by service
providers (both cable and satellite) during the first seven years that TAT-8 wil|l
be in operation (from 1988 to 1995). These projections indicate that capacity
will substantially exceed demand during this period and that even the nost optim
istic demand forecasts could be nmet w thout introducing TAT-8's capacity unti
1992. If projected demand were the only justification for the introduction of
this particular facility, we would have difficulty approving the 1988 introduction
date for TAT-8. However, after analyzing the traffic forecasts in |light of the
factors discussed bel ow, we conclude that TAT-8 shoul d neverthel ess be placed in
service during the tine frane proposed by the applicants.

70. We begin our analysis by enphasizing that |ong-range traffic forecasting is
an inherently uncertai n undert aki ng. As we stated in our Docket 79-184 NPRM (see
par agr aphs 26-29, supra), predictions as to traffic, projected costs, and system
capacities are especially difficult in an industry as technologically volatile as

t el ecommuni cati ons. For exanple, according to the staff's calculations, fore-
casts in the Docket 18875 facilities planning proceeding for end of year 1983 de-
viated fromactual circuit use by as nuch as 17% In the 1981 January Order in

Docket 79-184, we recogni zed the uncertainty inherent in long-range forecasts and
concluded that the public interest would be served by introduction of a fiber op-
tic, digital cable as early as 1988 despite the fact that the traffic projections
then before us indicated that, if TAT-8 were introduced as |late as 1990, capacity
could still exceed demand by as nmuch as 20%

71. In the NPRM we reviewed traffic forecasts devel oped by the USISC s, NTIA,
CEPT, Tel egl obe, and the Conmi ssion Staff. The di fferences between the USI SC,
CEPT, and Tel egl obe plans were so small that we treated themas a common fore-
cast. By 1988, the USISC s projected a need for 37,000 circuits in the North At-

lantic Region to neet projected demand. NTI A's forecast set the level in 1988 at
about 33,000 circuits. At the same time, the staff's facilities plan estimated
capacity in that year to be approxi nately 50, 000. If TAT-8's probable nmulti-

pl exed capacity were to be included, capacity in 1988 would total nearly 80, 000
circuits or from43,000 to 47,000 circuits in excess of projected demand.
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72. The USI SC s forecast was updated in September 1983 in a joint AT & T/ Comsat
submi ssion for use by the North Atlantic Consultative Wrking Goup nmeeting in

January of 1984. The applicants have included that submi ssion as Appendix Hto
t he application. The submi ssion forecasts traffic through 1995 and compares the
updat ed forecast with previous projections. The updated forecast projects a need
for fewer circuits than that projected in 1980. The update forecasts demand for

19,516 circuits in 1985 and 45,190 in 1990 conpared with the 1980 projections for
the sane years of 23,461 and 50, 152, respectively. The update did not break out
separately figures for 1988. CEPT updated its projected facility requirenment in
January, 1984. The CEPT forecast differs sonmewhat fromthe USISC s forecast.
CEPT projects a need for 20,861 circuits in 1986 between the U. S. and CEPT coun-
tries (no figure is given for 1985) and 37,559 in 1990.

*20 73. Capacity in existing facilities for the same years exceeds these projec-
tions. Based on the known capacity of existing and authorized facilities serving
the North Atlantic region, the staff estimates that total existing capacity in
1985 will be approximtely 44,000 circuits and that in 1988, absent TAT-8 and with
the introduction of the high capacity I NTELSAT VI series of satellites, total ca-
pacity will be approximtely 60,000 circuits. [FN31] The year by which the fore-
casted demand will exceed the capacity avail able w thout TAT-8 is 1992

74. While these nunbers by thensel ves would favor a later introduction date for
TAT-8, there are several countervailing considerations. The denmand flexibility
anal ysis contained in the Docket 79-184 January Order indicated that a |ater in-
troduction date for TAT-8 was tenable only if the Intelsat VI satellite series is
operational on schedule and is utilizing advanced nodul ati on techni ques on both

frequency bands. These technologies are still in the devel opnental stage
Mor eover, they will require a separate devel opment effort for ground equi prent and
a significant purchase comm tnent by several countries. These factors present a

risk of sonme delay in utilizing advanced nodul ati on techni ques on the planned
dates of operation for the satellites. Such a delay would result in a |ack of
sufficient capacity to neet demand in 1988 if TAT-8 is del ayed. This risk is ag-
gravated by the fact that the Intelsat VI programand TAT-8's fiber optic digita
technol ogy are both introducing devel opnent risks sinultaneously and by the his-
torical experience of delays in the Intelsat V and VA prograns.

75. In addition to the uncertainties inherent in long-range traffic projections
and the technol ogi cal devel opnent risks outlined above, we have several concerns
whi ch al so run counter to the results of the denmand projections. First, intro-
duction of TAT-8 will nean the introduction of digital fiber optic technology with
its attendant service benefits (see footnote 6, supra). Besi des providing i m
proved service characteristics, TAT-8 s digital technology will provide an inport-
ant interconnection between the various devel opi ng domestic digital networks in
the countries linked by TAT-8. By accommodati ng new services, we believe this in-
ternational digital capability will spur the devel opment of donestic digital sys-
tens. The devel oprment of, and demand for, new digitalized services could very
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wel |l stimulate circuit demand beyond that projected in our traffic forecasts.

Mor eover, the lower circuit costs of TAT-8 should exert a beneficial downward
pressure on the rates for international circuitry. In addition, TAT-8's fiber
optic technology can transnmit video and ot her broadband services now avail able ef-
ficiently only over satellite. By making video services available with nore ef-
ficient transm ssion technol ogies, TAT-8 may stinulate the devel opnment of interna-
ti onal broadband services. Finally, a delay in the introduction date for the
cable woul d require the co-owners to rebid the project and scrap the current ar-
rangenents under which U.S. firms' participation totals sone 75% of the cost.
After wei ghing these benefits against the argunments for delaying the cable unti
proj ected demand would require it, we conclude that the benefits of introducing
the cable in 1988 outwei gh the conparatively specul ati ve benefits of del ay.

*21 D. Availability and Costs of Digital Circuit Miltiplication Equipment

76. As we noted above, the use of TAT-8 to connect two differing digital hier-
archi es has required the use of new equi pment to inplement the interworking ar-
rangenment. In addition, the digital nature of TAT-8 has required the devel oprment
of new circuit multiplication technology for voice services. At this stage in
t he devel opnment of the interworking equi pment and the circuit nultiplication tech-
nol ogy, the applicants have no final cost information for the DCME and nul ti pl ex

system conversi on equi pnent which they will be using for TAT-8. They have estim
ated costs to be $75,000 per DCME terminal and $3,000 per 2 Mps termi nal for the
mul ti pl ex equi pnent . They estimate that these costs will result in an additional

cost of approximately $500 per derived voice grade half-circuit.

77. There remain many unknowns in addition to the lack of final cost data. The
applicants have not yet determ ned the exact nethodol ogy by which the transm s-
sions of systemusers will be conbined into the format required by the 140 Mps
di gi tal input/output ports. No mention is made in the application of the nethod
by which the applicants will make DCME and ot her multiplexing services or equip-
ment avail able to users. Thus, we have no information as to how the equi pnent
will be nmade available to the applicants and other carriers and who will provide
such technol ogy. The application does not indicate whether the applicants would
oppose nmking the technol ogy available to carriers who mght wish to performtheir
own conpression, conversion, and nultiplexing to provide a bit stream conpatible
with the 140 Mops ports. Alternatively, carriers mght wish to take a nulti-
pl exed streamdirectly fromthe 140 Mops input/output points at the Tuckerton
cabl ehead and performtheir own digital hierarchy conversion, de-conpression, and
de-nul ti pl exi ng. The information currently avail abl e does not permt us to de-
term ne whether DCME, nultiplexing, and interworking functions should necessarily
be provided only on a "bundl ed" basis if it is technically feasible to unbundle
them and pernit users the choice of supplying their own.

78. Much of the uncertainty can only be resol ved when AT & T conpletes its re-
search and devel opment effort for the technol ogy and equi prent involved. Accord-
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ingly, we will require AT & T to keep us apprised of their technical progress in
this area. W will reserve the right to 1) review the attribution of DCME, nul -
tiplexing, and interworking costs as well as the terms and conditions of their use
once current uncertainties as to costs and availability have been resolved, and 2)
require such changes in the offering of these services and equi prent as may becone
necessary. [FN32]

E. Facility Loading and Activation Schedul e

79. Consat objects to the lack of an activation schedule for the capacity in the
TAT-8 system and the absence of a facility |loading policy applicable to facilities
pl aced in service after the expiration of the current 1975-1985 pl anni ng peri od.
Consat claims to reject the applicants' position that, since "[f]acility | oading
principles for the North Atlantic, including TAT-8, will be the subject of the
Commi ssi on's ongoi ng CC Docket No. 79-184 and the North Atlantic Consultative Pro-
cess" [FN33], the Conmi ssion need only condition this authorization upon conpli -
ance with the outconme of those proceedi ngs. Consat observes that, previously, the
| oadi ng policy and activation schedule for a given facility would be devel oped
through the facilities planning process before or concurrently with Comr ssion
consi deration of the § 214 application for the facility and that such is not the
case for this facility. Therefore, Conmsat is concerned that the market power of
the co-owners, particularly AT & T, which enables themto deternm ne the relative
| oadi ng of satellites and cables, and their incentive to prefer cable which is
fostered by their investnment interests, will work to Consat's di sadvant age absent
a facilities use plan for the 1985-1995 peri od. Thus al t hough Comsat purports to
reject the applicants' position favoring a condition requiring conpliance with the
facility loading policy developed in the future by the Conm ssion, Comsat con-
cl udes by requesting that the Commission reaffirma commtnment to the devel opnment
of a facilities use plan for the 1985-1995 period and condition our grant of au-
thority upon the outcome of that effort. [FN34]

*22 80. In their replies to Consat's comments, AT & T, NTIA, and ITT agreed with
Consat's request that any grant of authority be conditioned upon conpliance with
the facilities use policies developed in our Docket 79-184 proceeding and the
North Atlantic Consultative Process. AT & T and I TT al so pointed out that the
applicants thensel ves had requested the sane action in their application. NTI A
urged that we not del ay approval of the application pending devel opnent of a use
pl an.

81. W perceive no substantial difference in the positions of the parties. As to
a conprehensive facilities use and circuit activation plan, we expect the con-
sultative process and our Docket 79-184 to produce a use plan addressing a variety
of facility use issues, before TAT-8 is placed in service. As for Comsat's con-
cern that we develop a facility loading policy, we will have conpleted a rul emak-
ing on the policy to be applied in the future before the expiration of the current
facility | oading policy. We will condition our grant of authority upon conpli -
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ance with such policies as we may develop in those proceedi ngs. [FN35]

82. W also grant the applicants' request that we authorize by this order activa-
tion of TAT-8 capacity in conformance with the policies we devel op i n Docket
79- 184 and any other pertinent Conm ssion proceedings so that a second application

seeki ng authorization to activate circuits will not be necessary. No public in-
terest would be served by requiring such separate paperwork. Should the tim ng of
t hese various events fail to coincide, we will revisit this area and address the

i ssues specifically in the context of this application when it becones necessary
to do so.

IV. M scell aneous Consi derations

83. TAT-8 presents new and uni que problens of restoration because it is capable
of handling traffic of unprecedented nagnitude. Possi bl e failures of either
working fiber pair are not as great a problemsince traffic can be switched to the
third spare pair between repeaters. Restorati on becones problematic if the en-
tire cable should fail. No existing cable facility could carry the traffic TAT-8
is capable of carrying when full. Restoration of the entire cable would require
nost, if not all, of the capacity of the Intelsat VI Atlantic Ocean Region in-
orbit-spare satellite. However, Intelsat is considering making such capacity
avai lable only on a preenptible basis with a relatively high, fixed, annual
char ge. Further, Intelsat currently prefers to charge on a full or half
transponder, rather than a voice circuit, basis.

84. The applicants have proposed certain nmeasures (arnmoring and burying the
cable) to protect against damage to the cable from outside forces. Neverthel ess,
the risks of inplenmenting any new technol ogy, certainly present for the TAT-8 sys-
tem raise the possibility of cable failure. The staff plans to address these
i ssues in both the North Atlantic Consultative process and in a rul enmaki ng pro-
ceeding which will result in the issuance of facilities planning guidelines for
the tine period in which TAT-8 will be placed in service. As a result of these
proceedings, the difficulties of insuring adequate restoration of TAT-8 should be
m nim zed.

*23 85. Grant of this application will not constitute a major action within the
meani ng of Section 1.1305 of the Conm ssion's Rules and Regul ati ons i npl enenting
the National Environmental Policy Act of 1969, 42 U S.C. 88 4321-4347 (1976).

See Report and Order, 49 FCC 2d 1313, 1320 (1974) (laying of submarine cable and
installation of additional cable over existing routes not "major action"). Con-
sequently, no environnental information is required as part of the application

V. Concl usi on

86. In view of the foregoing, we herein find that the public interest will be
served by a grant of the U S. carriers' application for a TAT-8 cabl e. We au-
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thorize the applicants to activate MAUO s in TAT-8 in accordance with such conpre-
hensive facilities plan as is developed in the North Atlantic Consultative process
and the North Atlantic facilities planning proceeding in Docket 79-184.

Order and Certificate

87. I T 1S HEREBY CERTI FI ED, that the present and future public interest, conveni-
ence and necessity require the construction and operation of the TAT-8 cable sys-
tem described in application |I-T-C- 84-072. IT 1S ORDERED that the application be
GRANTED, subject to the following terns, conditions, and limtations. The ap-
plicants are authorized to:

(1) acquire on an ownership basis the half-interests in TAT-8 MAUO s, indicated
in Appendi x B, Schedule C of the application and appended hereto as Appendix B to
this order, and use sane for the provision of regularly authorized services
between the United States and the indicated countries and beyond;

(2) activate that capacity in accordance with the conprehensive facilities con-
struction and use plan to be devel oped in the Conm ssion's Docket 79-184 and the
facilities loading policies then in effect;

(3) subdivide the MAUO s authorized herein in accordance with any Commi ssion or-
ders authorizing applicants to utilize digital circuit nultiplication equipnment to
derive additional voice paths from authorized capacity;

(4) lease interests in, and operate, necessary domestic connecting circuits
bet ween the Tuckerton, New Jersey cable term nal and points of service in the
us.;

(5) lease interests in or acquire by IRU, and operate, necessary connecting cir-
cuits between the TAT-8 terninals |located in the United Kingdom and France and the
borders of the countries specified in paragraph (1) above.

88. IT IS FURTHER ORDERED, that the petition to deny the application herein,
filed by Aeronautical Radio, Inc. is DEN ED.

89. IT IS FURTHER ORDERED, that when a given applicant seeks to acquire or trans-
fer an ownership or IRU interest in TAT-8 capacity, the reinbursenent it receives
shall be on the basis of depreciated original cost (or the pro rated accunul ated
cost of such circuit if the systemis not then operational) or in conformance with
such policy as the Comni ssion may develop in the future regarding the price at
which TRU s will be nade avail abl e.

90. IT IS FURTHER ORDERED, that the applicants nake available half-interests in
TAT-8 capacity to such present and future U S. carriers as may be authorized by
t he Conmi ssion to acquire such capacity.
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*24 91. IT IS FURTHER ORDERED, that the applicants shall nmake capacity in the
TAT-8 system avail able to non-carriers in conformance with the policies devel oped
in the Conmission's CC Docket 83-1230.

92. IT IS FURTHER ORDERED, that the Comm ssion retains jurisdiction to reallocate
U S. carriers' interests in capacity herein authorized, as the public interest may
require to accommodate additional carriers or otherwi se, with, where required, the
concurrence of the foreign admi nistration or carriers concerned, and, further,
jurisdiction is retained by the Comm ssion over all matters relating to the ap-
plicants' ownership, managenent, maintenance, and operation of this cable as au-
thorized herein, to assure the nost efficient use not only of this cable but of
all means of comuni cations between the U. S. and Europe.

93. IT IS FURTHER ORDERED, that the applicants shall ensure that any construction
effort or equipnment now required to pernmt later addition of a third branch be
provided or installed at the time of initial construction.

94. I T IS FURTHER ORDERED, that the Comni ssion retain jurisdiction to reviewthe
DCME, mul tipl exing, and interworking arrangenments and attribution of the costs
thereof and to require such changes in the provision of these services and equi p-
ment as may be necessary.

95. IT IS FURTHER ORDERED, that no applicant herein shall dispose of any interest
in any TAT-8 capacity it is authorized to acquire in any way w thout prior author-
i zation by the Comm ssion

96. I T IS FURTHER ORDERED, that the applicants shall include TAT-8 facility use
in the nonthly Circuit Status Reports filed pursuant to the Conmm ssion's Orders.
These reports shall be filed no later than the 20th day of each nonth providing
the information for the precedi ng nonth.

97. IT IS FURTHER ORDERED, that this authorization is issued subject to the terns
and conditions of any license issued to the applicants herein under the act en-
titled "An Act relating to the I anding and operation of subnarine cables in the
United States " (47 U S.C. 88 34-39), covering the subject submarine cable, and
shall becone effective upon the acceptance of the aforenentioned |icense by al
such parties.

FEDERAL COVMUNI CATI ONS COVWM SSI ON

W LLIAM J. TRICARI CO, Secretary

FN1. The applicants are the American Tel ephone and Tel egraph Conpany ("AT & T"),
FTC Communi cations, Inc. ("FTCC'), Hawaiian Tel ephone Conpany ("HTC' or "Hawaii -
an"), ITT World Conmuni cations, Inc. ("ITT"), RCA @ obal Conmunications, |nc
("RCA"), the Western Union Tel egraph Conpany ("Western Union"), TRT Tel ecomuni ca-
tions Corporation ("TRT"), and Western Union International, Inc. ("WJ").
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FN2. Conference European des Administrations des Postes et des Tel ecommuni cati ons,
an association of the state owned and operated postal and tel ecomunicati ons en-
tities in 26 European nations.

FN3. Wth the exception of WJI, the applicants also jointly filed an application
for a license to | and and operate the TAT-8 cable pursuant to 47 U.S.C. 88 34-39
(1980) (the submarine cable | anding |icensing act). WJI ' s parent conpany, Ml
International, Inc., joined in the |license application

FN4. After reviewi ng both Consat's and NTIA's motions, we have decided to grant

them and admit their pleadings. Wth respect to Consat's pleading, we note that
our acceptance of the late filing prejudices no applicant's rights since those who
responded to the comments addressed Consat's as wel|. Wth respect to NTIA s

late filing, we note that Arinc was the only party entitled under our rules to
reply to NTIA's opposition to Arinc's petition. By letter dated April 9, 1984,
the Chief, International Facilities Division, authorized Arinc to file its Apri
12 reply in advance of a ruling on NTIA s notion so that the pleading cycle pre-
cipitated by NTIA' s opposition would be conplete in any case.

FN5. Al though this third fiber pair does not appear in the schematic di agram of
the system which is included as appendix C to the Section 214 application, it is
reflected in the description of the system at page 8 of the application

FN6. As a result of its technical characteristics, a digital fiber optic system
can have | ower noise levels, |lower data error rates, and accommdate a greater
range of services, including w de-band data and vi deo services, than can an anal og
system See Policies for Overseas Common Carriers, 84 FCC 2d 760, 766-768
(1981).

FN7. According to T 11(i) of the CMA, DCME, if used, will not be considered part
of the TAT-8 system

FN8. In a footnote to Schedule B-1, the CVMA states that Transpacific Conmunica-
tions, Inc. (an AT & T subsidiary) will "own and be responsible for the capital
operating and mai nt enance costs of 36.68651% of segment D ... within the United

Ki ngdom and France, including their terrestrial waters" while AT & T will "own and
be responsible for the ... costs of the remainder of the 36.68651% of Segnent D."

FN9. According to footnote 4 to Schedule B-1 of the 214 application, MCIl will own
and be responsible for the costs of that portion of the cable allocable to the ca-
pacity assigned to MCII's subsidiary, WI

FN10. Footnote 1 to the schedul e i nposes the sanme condition regarding MCI1's share
of Segnment A costs as that described in n. 9, supra.

FN11. We assune that the difference between the $335.4 mllion figure for tota
system cost and the $333.6 mllion figure for segnents A and Dis attributable to
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the costs of segnents B and C

FN12. These figures were arrived at as foll ows. For costs per hal f-MAUO, we di-
vided the total cost allocated to the applicants ($162, 600, 000) by the nunber of
hal f - MAUO s assigned to them (7, 560). For costs for one half of a derived voice

path, we divided total cost by the nunber of possible voice paths derivable using
current DCME technol ogy (37,800) and added our estimated costs for DCME and MsC

equi pnrent per derived channel. At p. 25 of their application, the applicants
refer to "the capital cost of a basic voice grade half-circuit (MAUO in TAT-8
(%22, 000)." We assune that the parenthetical MAUO refers to a hal f- MAUO

FN13. The countries are Algeria, Bangladesh, Bul garia, Czechosl ovakia, Egypt, GCer-
man Denocratic Republic, Hungary, India, Israel, lvory Coast, Kuwait, Lebanon

Li beria, Malta, Mrocco, Oman, Pakistan, Poland, Romani a, Saudi Arabia, Senegal,
Syria, Tunisia, and the USSR

FN14. See application, Appendix B, Paragraph 11(h).

FN15. The pl anning process got its start in June of 1970, when we initiated Dock-
et No. 18875, Inquiry into Policies to be Followed in Future Licensing of Facilit-
ies for Overseas Services, through the release of a Notice of Inquiry, Overseas
Comuni cati ons, FCC 70-620, 35 Fed.Reg. 10166 (June 16, 1970). In that docket,
we noted that an ad hoc review of international facilities needs, which results
from aut horization solely on an application-by-application basis, was no |onger
adequate to neet the statutory mandates of the Communications Act of 1934, 47

U S.C. 88 151, et seq. and the Communications Satellite Act of 1962, 47 U S.C. 88

701, et seq. We also affirnmed a belief that our licensing procedures should be
enployed in furtherance of efficient facilities planning based on information sup-
plied by the carriers and integrated into a conprehensive facilities plan. Dock-

et 18875 focused on the 1970-1985 tinme-frane and the facilities needs arising
t herein.

FN16. The plan al so assuned the use of |arger-capacity B-7 Intelsat VI satellites.

FN17. We note that this deferral to our proceedings in Docket 83-1230 is consist-
ent with the Applicants' position at p. 18, n. * * * of their application and with
the position of Petitioner Arinc at p. 16, n. 35 of its Petition to Deny and p. 3,
n. 5 of its Reply to Oppositions.

FN18. In a rulemaking we will initiate in the near future, we will propose
policies governing the price at which IRU s will be nade available to pur-
chasers. We expect this proceeding to be conpleted before TAT-8 is placed in
servi ce. We expect future transfers of IRU s in TAT-8 capacity to conply with
the policy devel oped therein and will so condition this authorization.

FN19. AT & T also filed a response to GIE' s coments but focused its pleading on
the issue of the price which the applicants would charge carriers for IRU in-
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terests. As we stated at note 18, supra, this matter will be addressed in a sep-
arate proceedi ng

FN20. The use of the term"circuit" is somewhat anachronistic in the context of a
digital, fiber optic cable. For the sake of conveni ence, however, we wll use
the termin this discussion to refer to a MAUOG.

FN21. We wi sh to enphasize that broader-based proceedi ngs, such as the facilities
pl anni ng process in Docket No. 79-184 and the North Atlantic Consultative process,
are far nore appropriate foruns for proposing changes in the ownership of facilit-
ies on the scale proposed in Arinc's petition. The pl anni ng process was spe-
cifically created to enable participants to express their views and propose
policies far enough in advance of facilities authorization to permt inplenenta-
tion without major disruption of the sensitive negotiated arrangenents which un-
derlie an application. The docket was initiated in 1979 and has provi ded nuner-
ous opportunities during the five years since for interested persons to particip-
ate in the devel opnent of guidelines and policies for the construction and use of
North Atlantic transm ssion facilities. The consultative process provides siml-
ar opportunities for interested parties to participate as well as providing an op-
portunity for foreign adninistrations to exchange their views. W encourage in-
terested persons to avail thenselves of such opportunities. We trust that, in
the future, Arinc will take advantage of these proceedings to present its views in
a nore tinmely fashion and in a nore appropriate forum

FN22. Arinc petition at p. 17.
FN23. Arinc petition at p. 21.

FN24. AT & T opposition at pp. 15-17, citing International Comrunications and In-
formation Policy, 1983: Hearings Before the Subcomm on Arns Control, COceans, |n-
ternational Operations and Environnment of the Senate Comm on Foreign Rel ations,
98th Cong., 1st Sess., 6-7 (1983).

FN25. Arinc petition at pp. 28 and 30.

FN26. We do not nmean to suggest by our denial of Arinc's petition that we have re-
jected irrevocably the approach it proposes. On the contrary, we believe the

i dea of whole circuits and reciprocal access is worth pursuing further but in a
nore appropriate forum See note 21, supra.

FN27. Those configurations were the single-bident, a single-trident (adding a

| andi ng point in Spain), a double-trident (adding a |anding point in Canada), a
trident-trident (adding a second |landing point in the U S.) and a trident-bident
(elimnating the | anding point in Spain). AT & T submitted bids for construction
of all five alternatives as follows:

TABULAR OR GRAPHI C MATERI AL SET FORTH AT THI'S PO NT IS NOT DI SPLAYABLE
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These bids were the | owest of those submitted. However, during the bid selection
process, several co-owners raised the issue of national content, preferring to
conprom se price for participation by their donestic industries. The co-owners fi-
nal decision was to award three contracts to three different firms for construc-
tion of the three subsegnments of the cable. (See paragraphs 5-11, supra.) As a
result, the actual system cost was raised from$312.8 mllion as bid by AT & T to
$335.4 million, excluding interest during construction. We note the contrast

bet ween this approach and that taken by the U S. towards the ANZCAN cable in which
the U S., despite being a heavy user of the ANZCAN system which has a | andi ng
point in Hawaii, did not demand participation in the cable construction effort.
The U.S. position was based on our understanding that the winning bid of STC was
the | owest and therefore preferable.

FN28. Application at p. 13, ¢ 10.
FN29. Id. at n. *.
FN30. Application, Appendix B [CWMA], ¢ 19.

FN31. The staff arrived at these estimtes by adding up the total capacity of
cables and satellites that will still be in service in those years plus the capa-
city of facilities that have already been authorized for introduction by that
time.

FN32. Based on the information provided to us in the application, it does not ap-
pear that the interworking arrangenment or the equi pment to be devel oped to inple-

ment it will effect changes in the code or format of the information transmitted
so we do not believe that it will trigger the restrictions developed in the "Com
puter 11" inquiry, Amendnent of Section 64.702 of the Conmi ssion's Rul es and Regu-

| ati ons (Second Conputer Inquiry), 77 FCC 2d 384 (1980) ("Final Decision"), on re-
consi deration, 84 FCC 2d 50 (1980), further reconsideration, 88 FCC 2d 512 (1981),
aff'd sub nom CCIA v. FCC, 693 F.2d 198 (D.C. Cir.1982), cert. denied, 103 S.Ct
2109 (1983). To the extent that any wai ver of our Conmputer Il rules would be ne-
cessary to permt the applicants to provide the DCME and rel ated services or

equi pnent, however, we hereby grant such a waiver

FN33. Application at p. 26.

FN34. The current |oading policy is a "bal anced | oadi ng" policy under which cir-
cuits are distributed anong satellite and cable facilities in a manner which res-
ults in nonsaturated facilities carrying equal numbers of circuits. See Policies
for Overseas Common Carriers, 82 FCC 2d 407, 431, n. 18 (1980). The policy was de-
vel oped in the Docket 18875 pl anning proceedings in conjunction with negotiations
between the U.S. and the PTT s. The policy expires by its own ternms at year-end
1985.

FN35. Qur loading policy is continuing to evolve as the international telecomu-
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ni cati ons environnment noves towards a nore conpetitive structure. We have stated
on many previous occasions our intention in the future to renove the Comm ssion
fromthe task of allocating traffic between cables and satellites and to give
greater discretion to carriers in their facilities-use decisions. See, e.g., our
decision in American Tel ephone and Tel egraph Conpany, FCC File Nos. |-P-C-83-043,
et al., Mmeo No. 33719, released August 26, 1983. While we prefer to rely upon
conpetition between the two nmedi uns, we recogni ze that such conpetition does not
yet exist. We intend to nonitor the situation to assure an equitable transition
to a conpetitive environment.

TABULAR OR GRAPHI C MATERI AL SET FORTH AT THIS PO NT IS NOT DI SPLAYABLE
*25 Notes for Schedules C

NOTE 1 Intended for use between the Eastern party and the indicated Western
party.

NOTE 2 Intended for use between entities not parties to this agreenment and the
i ndi cated Western party.

NOTE 3 Intended for use between Tel egl obe and the indicated Eastern party.

NOTE 4 Intended for use between entities not parties to this agreement and the
i ndi cated Eastern party.

NOTE 5 For the purposes of this schedul e each country |isted under "Eastern
Parti es" shall be construed to nmean the Eastern party identified with that country
i n Schedul e A

FCC
1984 W 251099 (F.C.C.), 98 F.C. C. 2d 440
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