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DISSENTING STATEMENT OFPRIVATE 

COMMISSIONER HAROLD FURCHTGOTT‑ROTH


 Re:
Request of Lockheed Martin Corporation and Warburg, Pincus & Co. for Review of the Transfer of Lockheed Martin Communications Industry Services Business, CC Docket No. 92-237.


I respectfully dissent from the Commission’s adoption of an order approving the transfer of North American Numbering Plan administrative functions from Lockheed Martin IMS Corporation (“Lockheed”) to an affiliate of Warburg, Pincus & Co. (“Warburg”), the investment firm.  Although it is clear that the parties have gone to great effort to make the transaction consistent with our neutrality requirements, I do not believe that the transfer comports with our rules.


The Commission’s rules require that the North American Numbering Plan Administrator not be aligned with any particular telecommunications industry segment.  47 C.F.R. § 52.12.  Warburg itself plainly is aligned with several telecommunications industry segments.  As of June 1999, Warburg reported that approximately 12 percent of its assets (or around $780 million) were invested in telecommunications service providers, including Four Media Company (in which it holds a 50.6 percent interest); Covad Communications Company (20 percent interest); Primus Telecommunications Group, Inc. (14 percent interest); Global Telesystems Group, Inc. (2 percent interest); NTL Telecommunications, Inc. (0.5 percent interest); and a European joint venture ($6 million investment).  These investments disqualify Warburg itself from administering the North American Numbering Plan.


Lockheed and Warburg have proposed to set up a new company, NeuStar, Inc. (“NeuStar”), to administer the North American Numbering Plan.  NeuStar will be owned by an affiliate of Warburg (Warburg, Pincus Equity Partners, or “WPEP,” which will own a 9.9% interest); a voting trust owned by WPEP (59% interest); NeuStar management (28.1%); and Lockheed (3%). 


I am skeptical whether establishing a so-called “separate affiliate” would ever be sufficient to alleviate the neutrality concerns raised by a transfer of this sort, where the parent company has telecommunications investments as extensive as Warburg’s.  I am even more skeptical, however, that under the particular circumstances here, NeuStar will be a neutral administrator of the North American Numbering Plan.  It appears to me that Warburg will, as a practical matter, retain significant ability to influence and control NeuStar, and that it will ultimately control the voting trust that owns the majority of NeuStar shares.


Among other things, Warburg will exercise significant control over the NeuStar board of directors.  Three members of the initial five-member NeuStar board of directors will be aligned with Warburg, since two Warburg representatives and the Warburg-nominated NeuStar CEO will serve on the initial board.  Warburg will also control who serves as the two “independent” directors on the NeuStar board, since no independent director can be selected without the approval of one of the Warburg representatives and since the Warburg-nominated NeuStar CEO will nominate the independent directors.  In addition, Warburg will ultimately control the voting trust.  The Warburg-dominated board of directors of NeuStar will have the power to remove trustees of the voting trust without cause and to select successor trustees, and the appointment of a successor trustee must be approved by one of the Warburg board members.  


Under these conditions, I find it impossible to conclude that NeuStar will be a neutral entity, truly independent of Warburg’s influence.  Consequently, I believe that the Commission’s approval of the transfer of North American Numbering Plan administrative functions to NeuStar violates our rules.


