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SUPPLEMENTAL AMENDED REQUEST FOR EXPEDITIOUS REVIEW OF 

THE TRANSFER OF THE LOCKHEED MARTIN 

COMMUNICATIONS INDUSTRY SERVICES BUSINESS

Lockheed Martin Corporation (“Lockheed Martin”) and Warburg, Pincus & Co. (“Warburg Pincus”) (collectively, “the Parties”), hereby supplement their Amended Request for Expeditious Review of the Transfer of the Lockheed Martin Communications Industry Services business, filed on August 16, 1999 (“Amended Request”),
 and request that the Commission expeditiously review and grant their Amended Request.    

In the Amended Request, the Parties explained how the restructuring of the transfer of Lockheed Martin’s Communications Industry Services (“CIS”) business would ensure the continued neutrality of CIS in its roles as North American Numbering Plan Administrator (“NANPA”) and Local Number Portability Administrator (“LNPA”) for all seven U.S. local number portability (“LNP”) regions and the Canadian Consortium.  Under the Amended Request, the entity acquiring the CIS business -- NeuStar, Inc. (“NeuStar”) -- will be a free-standing, independent company 59 percent controlled by an irrevocable, independent voting trust managed by two independent trustees with no familial or business ties to Warburg Pincus or Warburg, Pincus Equity Partners, L.P. (“WPEP”).  WPEP’s representation on NeuStar’s Board of Directors (“Board”) is limited to two of NeuStar’s five directors.  Two of the remaining directors will be entirely independent of Warburg Pincus and WPEP, and the NeuStar chief executive officer (“CEO”) will serve as chairman of the board.  

After consultation with members of the North American Numbering Council (“NANC”) at a NANC meeting held on August 24, 1999, the Parties agreed to three suggested modifications to their restructured proposal to further ensure the impartiality and independence of CIS.  As explained below, these supplemental safeguards provide additional assurance that the restructuring described in the Amended Request will more than meet the neutrality requirements of Section 52.12(a)(1) of the Commission’s rules.           

First, not only will the two independent directors of NeuStar and both of the trustees of the irrevocable voting trust be independent of Warburg Pincus and WPEP, as proposed in the Amended Request, but they will also be entirely independent of NeuStar management as well.  Accordingly, none of those four independent fiduciaries will be employed by or have any business or familial relationship with any of the members of NeuStar management.    

Second, the Parties agreed to specify a procedure for selecting the NeuStar directors and their terms so as to avoid, to the extent possible, simultaneous vacancies, either in the two independent directorships or in the two WPEP directorships.  The Board will be structured so that, of the five initial directors, one will serve for a one-year term, two will serve for a two-year term, and the remaining two will serve for a three-year term.  In addition, the initial terms will be arranged such that the two initial independent directors do not serve concurrently and the two initial WPEP directors do not serve concurrently.  Following the initial terms, all directors will serve for three-year terms.  Staggering the terms of the initial directors in such a manner will greatly diminish the possibility that both independent directorships or both WPEP directorships will become vacant simultaneously.  

In the event of a vacancy in either or both of the independent directorships, the chairman of the board and the other independent director, if any, will nominate a successor or successors to serve for the remainder of the terms of the director or directors that are being replaced.  Those nominations will then be submitted to the NeuStar Board for confirmation, which shall be by majority vote (with the vote of at least one Warburg Pincus representative).  

In addition, although this issue was not raised at the August 24 NANC meeting, the Parties also wish to clarify the manner in which any successor independent director will be confirmed for a full three-year term.  Once a successor to either of the two initial independent directors is nominated by the chairman of the board and the other independent director and approved by a majority of the Board (including at least one Warburg Pincus director) for a full three-year term, such successor independent director must then be approved by a majority of the voting shares.  As a practical matter, this means that the independent trustees, who will exercise a 59 percent voting interest in NeuStar, will have a veto over any successor independent director, thus further assuring those directors’ impartiality and independence. 

Finally, at the suggestion of the NANC, the Parties have amended the Code of Conduct to expand three of its prohibitions.  Paragraphs three through five of the Code, attached as an exhibit to the Amended Request, provided in part:

3.
Shareholders of NeuStar will ensure that no user data or proprietary information from any telecommunications service provider in which they hold an interest is disclosed to NeuStar (other than the sharing of data incident to the performance of NANPA and LNPA duties).  
4.
Confidential information about NeuStar’s business services and operations will not be shared with employees of any telecommunications service provider in which any NeuStar shareholder has an interest. …  

5.
… No employees of any company that is a telecommunications service provider, and in which a shareholder of NeuStar has an attributable interest, will be simultaneously employed (full-time or part-time) by NeuStar.  

Each of these three provisions has been expanded by deleting the qualifying language limiting the prohibition to telecommunications service providers in which NeuStar shareholders have an interest.  Deleting the qualifiers makes these provisions more strict and provides even greater insulation for the CIS business from any possible influence.  Thus, NeuStar shareholders will ensure that no confidential data of any telecommunications service provider is disclosed to NeuStar and that no confidential data about NeuStar’s operations will be shared with any telecommunications service provider, other than the sharing of data incident to CIS’ performance of its NANPA and LNPA duties.  Moreover, no employee of any telecommunications service provider will be employed simultaneously by NeuStar.  A revised version of the Code of Conduct, reflecting these changes, is attached hereto as Exhibit A.  

These changes will further serve to insulate NeuStar, and thus the CIS business, to an even greater degree than the restructuring proposed in the Amended Request, from any possible telecommunications-related influence.  CIS will therefore clearly be “neutral and not subject to undue influence by parties with a vested interest in the outcome of numbering administration and activities.”
  Accordingly, particularly in view of the NANC letter finding that the entity acquiring the CIS business prior to the restructuring would not be subject to undue influence
 and NANC’s stated intent at its August 24 meeting to support the Amended Request, the proposed sale of CIS to NeuStar -- under a structure and supplemental safeguards providing even more assurance of independence -- meets and exceeds the neutrality requirements of Section 52.12(a)(1).  

The Parties have again taken additional measures to ensure the continued neutrality of CIS under new ownership.  The proposed sale accordingly will serve the public interest, and Lockheed Martin and Warburg Pincus respectfully request that the Commission expeditiously grant the Amended Request.
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