
October 13, 2004

Ms. Laura H. Parsky
Deputy Assistant Attorney General
Department of lustice
950 Pennsylvania Avenue, NW
Washington, DC 20530-0001

Ms. Tina W. Gabbrielli
Director ofIntelligence Coordination and

Special Infrastructure Protection Programs
Office ofInfrastructure Protection
U.S. Department of Homeland Security
Washington, DC 20528

Mr. Patrick W. Kelley
Deputy General Counsel
Federal Bureau ofInvestigation
935 Pennsylvania Avenue, NW
Washington, DC 20535

Re: New Skies Satellites B.V.'s Proposed Acquisition of New
Skies Satellites N.V. Assets

Dear Ms. Parsky, Ms. Gabbrielli and Mr. Kelley:

On behalf of our clients, New Skies Satellites B.V. CNew Skies"), Blackstone NSS
Communications Partners (Cayman) L.P., Blackstone Family Communications
Partnership (Cayman) L.P., Blackstone [NSS] Capital Partners (Cayman) IV L.P.,
Blackstone [NSS] Capital Partners (Cayman) IV-A L.P., Blackstone Family
Investment Partnership (Cayman) IV-A L.P., and New Skies Satellites N.V. COld
New Skies"), we appreciate the opportunity to confer with representatives of the
Federal Bureau ofInvestigation CFBI"), the Department of lustice CD01"), and the
Department of Homeland Security CDHS") (collectively the "Agencies") about
New Skies' proposed acquisition of substantially all of the assets of Old New Skies.
This letter responds to oral requests from officials of the Agencies for certain
information about the Old New Skies assets (the "Old New Skies Assets") and the
Federal Communications Commission CFCC") licenses and authorizations that
New Skies proposes to acquire.

I. Overview of the Parties

Old New Skies owns and operates a global fleet of communications satellites. It is a
leading provider of satellite capacity for video, data, voice and Internet
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communications services. Its customers include telecommunications carriers,
broadcasters, large corporations, Internet service providers and government entities
around the world.

Three of Old New Skies' satellites currently are authorized by the FCC to serve the
United States.! In addition, Old New Skies' wholly-owned direct U.S. subsidiary,
New Skies Networks, Inc. ("New Skies Networks"), currently holds in good
standing Title III licenses for six U.S. non-common carrier earth stations. Neither
Old New Skies nor New Skies Networks holds any U.S. common carrier
authorizations or provides any common carrier switched services.

New Skies is a private company with limited liability organized under the laws of
the Netherlands. It is affiliated with The Blackstone Group ("Blackstone"), a
leading global investment and advisory firm with extensive experience investing in
and partnering with telecommunications and media companies. New Skies was
specifically established by Blackstone to be the successor entity to Old New Skies.
New Skies will provide the services described above upon consummation of the
transaction.

As described in more detail below, New Skies is controlled by U.S. entities and
individuals. More than 70 percent of the ownership of New Skies will lie with U.S.
entities and individuals. The foreign entities involved in the transaction are
primarily limited partners in funds that will hold indirect interests in New Skies.
These limited partners will have no ability to control New Skies.

II. Description of the Transaction

New Skies and Old New Skies (the "Parties") entered into an agreement on June 5,
2004, whereby New Skies will acquire substantially all of the assets of Old New
Skies, including all of the capital stock of New Skies Networks (the

New Skies Satellites, N.V., Petition for Declaratory Ruling. Order, 15 FCC Red 6740 (IE
2001); New Skies Satellites, N.V., Petition for Declaratory Ruling. Order, 17 FCC Red 10369 (IE
2002); Revision ofPermitted List Entry for the NSS-7 Satellite to Remove Coordination Conditions,
Public Notice, DA 02-3179 (reI. Nov. 15,2002). These three satellites are licensed by the Kingdom
of the Netherlands, but have been added to the FCC's Permitted Space Station List ("Permitted
List"), which is a list of non-U.S. satellites approved by the FCC to serve the United States. Because
these satellites are licensed by the Kingdom of the Netherlands, there are no Title 111 radio
communications licenses associated with these satellites.
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"Transaction"),2 These assets include five in-orbit satellites, three of which are
authorized to serve the United States, one soon-to-be-Iaunched satellite, and six
U,S, non-common carrier earth stations, Old New Skies' business, trademarks and
operations will remain unchanged, as will its existing management team, Old New
Skies will receive its consideration under the Transaction in cash, which will be
distributed to its shareholders, and Old New Skies will be liquidated,

On June 25, 2004, the Parties filed applications with the FCC seeking approval for
the transfer of control of the U,S, non-common carrier earth station licenses and
requesting that the FCC review and affirmatively endorse the transfer of the
Permitted List authorizations3 As stated in these applications, the Transaction will
enable the creation of an optimized capital structure, with reduced dependence on
public capital markets, for a significant satellite competitor. These advantages will
help New Skies to grow the business, develop and introduce new products and
services, and compete with rival suppliers, Importantly, the Transaction raises no
competitive issues because neither New Skies nor its affiliates currently own
interests in existing satellite providers,

III. Corporate Structure Post-Transaction

Upon completion of the proposed transaction, New Skies will be 100 percent
indirectly owned by five limited partnerships organized in the Cayman Islands and
affiliated with Blackstone (collectively, the "Blackstone Entities"),4 Two of these

In the alternative, the Applicants could choose to accomplish the transaction as follows:
Old New Skies would create a new wholly owned subsidiary and transfer all of its assets and
liabilities to that subsidiary, including all of the capital stock of New Skies Networks, New Skies
would then acquire from Old New Skies all of the capital stock of the newly-created subsidiary,
New Skies would merge with the subsidiary, which wonld cease to exist, and hold the Old New
Skies Assets.

Although the Commission's Permitted List rule does not require prior approval for changes
in o\Vllcrship, the parties to the Transaction have made such FCC approval a condition of
consummating the sale. Nonnally, upon receipt of the applicants' notice of consummation, the FCC
notifies the applicants and the public that the Permitted List will be updated to reflect the change in
ownership of the affected satellites and invites comment limited to "whether the transaction affects
any of the considerations made when the original satellite operator was allowed to enter the U.S.
market." Amendment ofthe Commission's Space Station Licensing Rules and Policies, First Report
and Order and Further Notice of Proposed Rulemaking, 18 FCC Red 10760, 10880 (2003),

The relevant portion of New Skies' corporate structure is provided in a chart appended as
Attachment A,
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entities, Blackstone NSS Communications Partners (Cayman) L.P. ("BCOM NSS
Fund"), a Cayman Islands limited partnership, and Blackstone [NSS] Capital
Partners (Cayman) IV L.P. ("BCP IV Fund"), a Cayman Islands limited partnership,
will hold approximately 93.5 percent of the equity of New Skies. Two Blackstone
executives, Peter G. Peterson and Stephen A. Schwarzman, both U.S. citizens, will
indirectly control all five of the Blackstone Entities5 In addition, more than 70
percent of the ownership interests in New Skies will be indirectly held by U.S.
persons and investment vehicles.

Most of the equity in the Blackstone Entities will be contributed by over 400 limited
partners. No single limited partner will indirectly own a ten percent or greater
interest in New Skies and substantially all of the limited partners will indirectly own
less than one percent of New Skies. Moreover, under the limited partnership
agreements for each of the Blackstone Entities, these limited partners have no power
to control the day-to-day operations of the Blackstone Entities. Consequently, they
will have no ability to direct the operations of New Skies.

A. BeOM NSS Fund

There are over 100 limited partners in the BCOM NSS Fund, including U.S. and
foreign entities and high net worth individuals. Prominent among the limited
partners are a number of public and private pension plans. The only limited partner
with a ten percent or greater ownership interest in the BCOM NSS Fund is a U.S.
state pension fund. No other limited partner owns more than a six percent interest,
and the vast majority of limited partners own less than one percent. Regardless of
the magnitude of their investment, limited partners do not participate in fund
management and have no role at all in the management of a fund's portfolio
compames.

Messrs. Schwarzman and Peterson control Blackstone FI Communications Associates
(Cayman) LDC ("FI Commnnications Associates"), the indirect "parent" of the BCOM NSS Fnnd,
and Blackstone LR Associates (Cayman) IV Ltd. ("LR Associates"), the analogous "parent" of the
BCP IV Fund, through both ownership and the ability to appoint the people who serve with them as
Senior Managing Directors ("SMDs") of FI Commnnications Associates and LR Associates.
Moreover, the other Senior Managing Directors of both FI Communications Associates and LR
Associates are overwhelmingly U.S. citizens. Gfthe 25 SMDs ofFI Communications Associates, 23
are U.S. citizens (one of them a dual U.S.- Swiss citizen), and the other two are British citizens who
are U.S. permanent resident aliens. LR Associates has 24 SMDs; the same individuals as FI
Communications Associates, minus one American citizen. Thus, U.S. citizens clearly control the
entities entitled to vote the shares of New Skies.
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Foreign limited partners own, in the aggregate, approximately 28.1 percent of the
BCOM NSS Fund, which translates into about a 19.7 percent ownership interest in
New Skies6 The largest single foreign investment vehicle is a limited partnership
organized under the laws of the Cayman Islands. It owns approximately 4.2 percent
of the BCOM NSS Fund, which gives it an indirect ownership of about 2.9 percent
of New Skies. The second largest foreign investment vehicle in the BCOM NSS
Fund is a Singaporean entity. It owns approximately 3.7 percent of the BCOM NSS
Fund, which translates into an indirect ownership interest of about 2.6 percent of
New Skies. The third largest foreign investment vehicle in the BCOM NSS Fund is
a Swedish entity. Its approximately 2.5 percent stake in the BCOM NSS Fund
translates into an indirect ownership interest in New Skies of about 1.7 percent. The
fourth largest foreign investment vehicle of the BCOM NSS Fund is a Cayman
Islands entity. Its 2.2 percent interest in the fund translates into about a 1.6 percent
interest in New Skies. The fIfth largest foreign investment vehicle is a Swiss entity.
It holds about 2.0 percent of the BCOM NSS Fund, which equates to about 1.4
percent of New Skies. These five entities have no history of working together or
singly to seek input into Blackstone management. No other foreign entity owns as
much as a 2.0 percent stake in the BCOM NSS Fund. As noted above, no limited
partner, foreign or domestic, will be able to exercise management control over the
fund in which it is invested, let alone New Skies.

B. Be? IV Fund

There are about 280 U.S. and foreign limited partners in the BCP IV Fund,
including a number of public and private pension funds, institutional investors, and
high net worth individuals. No single limited partner owns a five percent or greater
interest in the BCP IV Fund, and the vast majority of limited partners own less than
one percent of the BCP IV Fund. As noted above, limited partners do not
participate in fund management and have no role at all in the management of a
fund's portfolio companies.

Foreign limited partners own, in the aggregate, approximately 26.0 percent of the
BCP IV Fund, which translates into about a 6.1 percent ownership interest in New
Skies7 The largest single foreign investment vehicle is a limited partnership

The percentage ownership interest in New Skies is the product of the percentage ownership
in the BCOM NSS Fund and that fund's ownership interest in New Skies (i.e., 28.1% x 70.1% ~

19.7%).

The percentage ownership interest in New Skies is the product of the percentage ovmership
in the BCr IV Fund and that fund's ownership interest in New Skies (i.e., 26.0% x 23.4% ~ 6.1%).
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organized under the laws of Singapore. lt owns approximately 3.9 percent of the
BCP IV Fund, which gives it an indirect ownership of about 0.9 percent of New
Skies. The BCP IV Fund's second largest foreign investment vehicle is a Canadian
entity. It owns approximately 2.9 percent of the BCP N Fund, which translates into
an indirect ownership intercst of about 0.7 percent of New Skies. The third largest
foreign investment vehicle is a Cayman Islands entity. Its approximately 1.9
percent stake in the BCP IV Fund translates into an indirect ownership interest in
New Skies of about 0.5 percent. The fourth largest investment vehicle in the BCP
IV Fund is a Cayman Islands entity. lts 1.8 percent interest in the fund translates
into about a 0.4 percent interest in New Skies. Six non-U.S. entities have equal
ownership stakes, so each qualifies as the fifth largest foreign investment vehicle in
the BCP IV Fund. Each of these six investment vehicles owns an equal 0.8 percent
share, which translates into an indirect ownership interest in New Skies of about 0.2
percent. The six entities include a Canadian entity, a Japanese entity, a Finnish
entity and three Dutch entities. These ten entities have no history of working
togcther or singly to seek input into Blackstone management. No other foreign
entity owns as much as a 0.8 percent stake in the BCP IV Fund. As noted above, no
limited partner, foreign or domestic, will be able to exercise management control
over the fund in which it is invested, let alone New Skies.

IV. Title III Radio Licenses and Permitted List Authorizations

As noted above, New Skies will acquire, subject to regulatory approvals, control of
New Skies Networks, which holds Title III radio communications licenses for the
operation of six U.S. non-common carrier earth stations. New Skies also will obtain
the Permitted List authorizations, which allow three of Old News Skies' satellites to
serve the United States.

Neither Old New Skies nor New Skies Networks holds, or plans to obtain,
authorization to provide common carrier switched services prior to closing.
Although certain of its customers may provide switched services, Old New Skies
itself provides no common carrier switched services for any of its customers. Old
New Skies' common carrier customers must obtain their own Section 214
authorizations, and most of its customers apply for and obtain their own Title III
licenses from the FCC. New Skies has no plans to change this arrangement post­
closing.

* * *

As established in the description above, Blackstone and its associated funds are
controlled by U.S. persons. Foreign entities represent a minority ownership interest
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and will not be able to exercise any actual control over New Skies. Moreover, the
assets being purchased are not now and will not be used by New Skies to provide
common carrier switched services, domestic or international. New Skies considers
it unlikely that law enforcement or other United States governmental authorities
would find it useful to work through New Skies to address surveillance concerns
and related matters with respect to traffic that relies on New Skies' satellites or
services. Accordingly, the parties respectfully request that the Agencies concur in
filing with the FCC a Petition to Adopt, conditioned on the undertakings in this
letter.

In the event that there is a need to conduct lawfully authorized surveillance through
New Skies' facilities or services, New Skies commits to take reasonable measures
to assist and support the FBI or any other United States federal, state or local agency
with law enforcement, public safety or national security responsibilities in
conducting lawfully authorized electronic surveillance. Such assistance shall
include, but not be limited to, disclosure, if necessary, of technical and engineering
information relating to the design, maintenance or operation of the New Skies
systems. New Skies and the agency seeking the cooperation will work together in
detennining what is reasonable, taking into account the investigative needs of the
agency and New Skies' commercial interests.

In addition, New Skies has agreed to your request that the Agencies be
notified of the members of the initial board of directors of New Skies (the
"Directors"), and informed of subsequent changes in the Directors. The initial
Directors have not yet been finally identified. Therefore, within 14 days of
consummating the Transaction, New Skies will inform the Agencies by letter
addressed to each of you of the names and nationalities of the initial Directors. Until
exempted from doing so by operation of law or by agreement with the Agencies,
New Skies will write to each of you (or individuals you designate) within ten days
of the election or designation of new Directors.

Going forward, New Skies undertakes to provide the Agencies with advance notice
of its use of any of the Old New Skies Assets to provide common carrier switched
services. If New Skies were to decide to provide common carrier switched services
in the future, it would expect to seek the requisite Section 214 authorization from
the FCC. In the unlikely event that such services were to be offered, New Skies will
notify the Agencies in writing and will provide the Agencies a copy of any
application filed with the FCC. Similarly, New Skies will notify the Agencies thirty
days in advance of beginning to use any of the equipment subject to transferred
Title III licenses for its provision of common canier switched services.
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New Skies believes that the proposed transaction does not involve the acquisition of
control of the Old New Skies Assets by a foreign-controlled person and neither
implicates any national security issues nor poses any threat of harm to U.S.
communications infrastructure. Old New Skies and New Skies do not, therefore,
plan to submit a notification conceming thc pending acquisition of the Old New
Skies Assets by New Skies to the Committee on Foreign Investment in the United
States under Section 721 of the Defense Production Act (the Exon-Florio
Amendment).8

We look forward to working with you and officials of your agencies to resolve any
concems you may have in order that the transactions described above may be
approved by the FCC. Please do not hesitate to contact either of the undersigned if
you have any questions.

Sincerely,

r
~~ L. VVkerl

Phlhp L. Vervcer

Willkie Farr & Gallagher LLP
Counsel to New Skies Satellites N. V.

cc: John R. LoGalbo, DOJ
Jon D. Pifer, FBI
Lou W. Brenner, Jr., DHS

8 50 App. U.S.c. § 2170.

/)

(~l3-f~p~o®)if
~ohn B. ~eJ11Z~;II

Wiley Rein & Fielding LLP
Counsel to New Skies Satellites B. V.

and The Blackstone Group
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