UNI TED STATES OF AMERI CA
BEFORE FEDERAL TRADE COWM SSI ON

)

)

In the Matter of )
) Docket No. C- 3685

LOCKHEED MARTI N CORPORATI ON, )

a corporation. g

)

COVPLAI NT

The Federal Trade Conm ssion (“Conm ssion”), having reason
to believe that Respondent, Lockheed Martin Corporation
(“Lockheed Martin”), a corporation subject to the jurisdiction of
t he Conmm ssion, has agreed to, anobng other things, acquire all of
t he outstandi ng voting stock of Loral Corporation (“Loral”), a
corporation subject to the jurisdiction of the Comm ssion, in
viol ation of Section 5 of the Federal Trade Comm ssion Act (“FTC
Act”), as anended, 15 U.S.C. 8§ 45, and that such an acquisition,

i f consummated, would violate Section 7 of the Cayton Act, as
anended, 15 U. S.C. 8 18 and Section 5 of the FTC Act, as anended,
15 U.S.C 8 45; and it appearing to the Conm ssion that a
proceedi ng in respect thereof would be in the public interest,
hereby issues its Conplaint, stating its charges as foll ows:

. DEFI N TI ONS

1. “SETA Services” neans systens engi neering, technica
assi stance services and support services relating to Air Traffic
Control Systens provided by Lockheed Martin to the Federal
Avi ation Adm nistration, pursuant to Paragraphs C 2.2.1.3.,
C.2.2.1.5., C2.2.1.12. and C. 2.2.4. of Task Area 2 and
Paragraphs C.9.1.3., C9.2.2., C9.2.3., C9.2.4., C9. 2.6.
C.9.2.7., C9.2.8. and C 9.2.10. of Task Area 9 of the Nati onal
| npl enent ati on and Support Contract, DTFA01-93-C-00031, that
i nvol ve the devel opment of technical and ot her specifications for
procurenents and prograns; the assessnent of bid and ot her
proposal s; the evaluation, testing or nonitoring of any service,
equl pnent or product provided by any conpany; the nodification or
change of any perfornmance requirenents of any contractor; or the
deyelppnent of financial, cost or budgetary plans, procedures or
pol i ci es.

2. “Air Traffic Control Systens” nmeans any current or
future air traffic control equi pnent, system or service designed,
devel oped, proposed or provided for the Federal Aviation
Adm ni strati1 on.



3. “Cormercial Low Earth Orbit Satellite” means an
unmanned nachine that is launched fromthe Earth's surface and
designed to orbit approxinmately 100 mles to 300 m|es above the
Earth’s surface in [ow earth orbit for the purpose of
transmtting data back to Earth, which is sold to any custoner
ot her than the U. S. governnent.

4. “Commer ci al Geosynchronous Earth Orbit Satellite” nmeans
an unmanned machine that is launched fromthe Earth's surface and
designed to orbit approximately 22,300 mles above the Earth’s
surface in geosynchronous earth orbit for the purpose of
transmtting data back to Earth, which is sold to any custoner
other than the U. S. governnent.

5. ‘“Mlitary Aircraft” neans fixed-wing aircraft
manuf actured for sale to the United States or foreign
gover nnent s.

6. “NI TE Hawk Systens” neans any airborne forward-| ooking
infrared targeting systemresearched, devel oped, designed,
manuf actured or sold by Loral for use on the F/A-18 series of
Mlitary Aircraft.

7. “Si mul ation and Training Systens” neans the operational
and weapons systens trainers designed, devel oped, manufactured or
sold by Loral that sinmulate Mlitary Aircraft.

8. “El ectroni ¢ Count er neasur es” neans systens desi gned,
devel oped, manufactured or sold by Loral, including, but not
l[imted to, the ALR-56A and ALR-56C, t hat detect, jam and deceive
hostile radars and radar and infrared gui ded weapons for use on
Mlitary Aircraft.

9. “M ssi on Conputers” nmeans any conputer designed,
devel oped, manufactured or sold by Loral, including, but not
limted to, the AP1l, AAAP1R and CP1075A/B/C, that control
nonito; or nmanage t he operations and el ectronics of any Mlitary
Aircraft.

10. “Unmanned Aerial Vehicle” neans any unmanned aircraft
used for tactical or strategic reconnai ssance m ssions
manuf actured for sale to the United States or foreign
gover nnent s.

11. “Integrated Comruni cati ons Systens” nmeans systens
desi gned, devel oped, manufactured or sold by Loral, including,
but not linmted to, the 367-6000-59-R- 012 and the 367-6000-59-R-
013, that are capable of both w deband satellite and |i ne-of-
sight data |ink conmuni cati ons and command and control data |inks
for use on Unmanned Aerial Vehicles.

12. “Merger Agreenent” neans the Agreenent and Pl an of
Merger, dated as of January 7, 1996, by and anong Lor al
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Cor poration, Lockheed Martin Corporation and LAC Acquisition
Cor por at i on.

13. “Restructuring Agreenent” neans the Restructuring,
Fi nanci ng and Distribution Agreenent, dated as of January 7,
1996, by and anong Loral Corporation, Loral Aerospace Hol di ngs,
Inc., Loral Aerospace Corp., Loral Ceneral Partner, Inc., Loral
G obal star, L.P., Loral dobalstar Limted, Lora
Tel ecommuni cati ons Acquisition, Inc. (to be renanmed Loral Space &
Communi cations Ltd.) and Lockheed Martin Corporation.

14. “Lockheed Martin/Loral Space Technical Services
Agreenment” means the technical services agreenent between
Lockheed Martin and Loral Space, as described by Article VI,
Section 6.7, Paragraph (d), of the Restructuring Agreenent.

15. “Loral Space” means Loral Space & Conmuni cations Ltd.,
a conpany organi zed under the laws of the Islands of Bernuda,
with 1ts principal office and place of business |ocated at 600
Third Avenue, New York, New York 10016. Loral Space, through its
33% ownership interest in Space Systens/Loral, is engaged in,
anong ot her things, the research, devel opnent, manufacture and
sale of Commercial Low Earth Orbit Satellites and Comrercia
Geosynchronous Earth Orbit Satellites.

16. “Space Systens/Loral” neans Space Systens/Loral, Inc.,
a Del aware corporation, with its principal office and place of
busi ness | ocated at 3825 Fabian Way, Palo Alto, California 943083.
Space Systens/Loral is engaged in, anong other things, the
research, devel opnent, manufacture and sale of Commercial Low
EartPICXbit Satellites and Commercial Geosynchronous Earth O bit
Satellites.

1. RESPONDENT

17. Respondent Lockheed Martin is a corporation organized
and existing under and by virtue of the |aws of the state of
Maryl and, wth its office and principal place of business | ocated
at 6801 Rockl edge Drive, Bethesda, Maryland 20817. Respondent
Lockheed Martin is engaged in, anmong other things, the provision
of SETA Services and the research, devel opnent, nmanufacture and
sale of Comrercial Low Earth Orbit Satellites, Conmercia
Geosynchronous Earth Orbit Satellites, Mlitary Aircraft and
Unmanned Aerial Vehi cl es.

18. For purposes of this proceedi ng, Respondent is, and at
all tinmes relevant herein has been, engaged in conmerce as
“commerce” is defined in Section 1 of the Cayton Act, as
anended, 15 U.S.C. § 12, and is a corporation whose business is
in or affecting conrerce as “commerce” is defined in Section 4 of
the FTC Act, as anended, 15 U S.C. § 44.



1. ACQU RED COMPANY

19. Loral is a corporation organi zed and exi sting under and
by virtue of the laws of the state of New York, with its
principal office and place of business |ocated at 600 Third
Avenue, New York, New York 10016. Loral is engaged in, anong
ot her things, the research, devel opnent, manufacture and sal e of
Air Traffic Control Systems, NI TE Hawk Systens, Sinulation and
Trai ning Systens, Electronic Counterneasures, M ssion Conputers
and I ntegrated Comunications Systenms. Loral, through its 33%
ownership interest in Space Systens/Loral, is also engaged in the
research, devel opnment, manufacture and sale of Comercial Low
Eartrlgrbit Satellites and Commercial Geosynchronous Earth O bit

atellites.

20. Loral is, and at all times relevant herein has been,
engaged in commerce as “conmerce” is defined in Section 1 of the
C ayton Act, as anended, 15 U . S.C. §8 12, and is a corporation
whose business is in or affecting comerce as “conmerce” is
defined in Section 4 of the FTC Act, as anended, 15 U. S.C. § 44.

V. THE ACQUI SI TI ON

21. On or about January 7, 1996, Lockheed Martin entered
into a Merger Agreenent and Restructuring Agreenent, whereby
Lockheed Martin would engage in a series of related transactions
and acts, including, but not imted to: (1) the acquisition of
all of the outstanding voting common stock of Loral; (2) the
transfer of the space and tel econmuni cations busi nesses of Loral
and its subsidiaries to Loral Space; (3) the acquisition of a 20%
convertible preferred stock interest in Loral Space, which in
turn owns a 33% interest in Space Systens/Loral; (4) the Lockheed
Martin/Loral Space Technical Services Agreenent; and (5) the
appoi ntment of M. Bernard Schwartz, Chairman of the Board of
Directors and Chief Executive Oficer of Loral Space, to the
position of Vice Chairnman of the Board of Directors of Lockheed
Martin.

V. THE RELEVANT MARKETS

22. For purposes of this Conplaint, the relevant |ines of
commerce in which to analyze the effects of the Acquisition are:

a. t he research, devel opnent, nanufacture and sal e of
Air Traffic Control Systens;

b. t he provision of SETA Services;

c. the research, devel opnent, manufacture and sal e of
Commercial Low Earth Orbit Satellites;

d. the research, devel opnent, manufacture and sal e of
Commerci al Geosynchronous Earth Orbit Satellites;



e. t he research, devel opnent, nmanufacture and sal e of
Mlitary Aircraft;

f. the research, devel opnent, manufacture and sal e of
NI TE Hawk Systens;

t he research, devel opnent, nmanufacture and sal e of
Si mul ation and Tralnlng Syst ens;

h.  the research, devel opnent, manufacture and sal e of
El ectroni ¢ Count er measur es;

. the research, devel opnent, manufacture and sal e of
M ssi on Conputers;

the research, devel opnent, manufacture and sal e of
Unmanned Aeri al Vehlcles and

K. the research, devel opnent, manufacture and sal e of
| nt egrat ed Communi cati ons Syst ens.

23. For purposes of this Conplaint, the United States is
t he rel evant geographic area in which to analyze the effects of
the Acquisition in all the relevant |ines of conmerce.

VI . STRUCTURE OF THE MARKETS

24. The market for the provision of SETA Services in the
United States is highly concentrated as neasured by the
Her fi ndahl - H rschman I ndex (“HHI”) or the two-firmand four-firm
concentration ratios (“concentration ratios”). Respondent has
been the only provider of SETA Services since 1993.

25. Respondent, through the Acquisition, would be engaged
in both the research, devel opnent, manufacture and sale of Ar
Traffic Control Systens and the provision of SETA Services.

26. The markets for the research, devel opnent, manufacture
and sale of Commercial Low Earth Obit Satellites and Comrercia
Geosynchronous Earth Orbit Satellites in the United States are
highly concentrated as neasured by the HH or concentration
ratios.

27. Respondent and Loral, through its 33% ownership
interest in Space Systens/Loral, are actual significant
conpetitors in the relevant markets for the research,
devel opnent, manufacture and sale of Commercial Low Earth Orbit
Satell1tes and Comercial CGeosynchronous Earth Orbit Satellites

28. Respondent and Loral Space, through its 33% ownership
interest in Space Systens/Loral, will be actual significant
conpetitors in the relevant markets for the research,
devel opnent, manufacture and sale of Commercial Low Earth Orbit
Satelli1tes and Commercial Geosynchronous Earth Orbit Satellites.
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29. The markets for the research, devel opnent, manufacture
and sale of NITE Hawk Systens, Simulation and Training Systens,
El ectroni ¢ Count erneasures, M ssion Conputers and | ntegrated
Communi cations Systens in the United States are highly
concentrated as neasured by the HH or concentration ratios.

30. Respondent, through the Acquisition, would be engaged
in the research, devel opnent, nmanufacture and sale of Mlitary
Aircraft, as well as the research, devel opnent, nmanufacture and
sale of NITE Hawk Systens, El ectronic Counterneasures and M ssion
Conputers, all of which are used in Mlitary Aircraft.

31. Respondent, through the Acquisition, would be engaged
in the research, devel opnent, nmanufacture and sal e of both
Mlitary Aircraft and Sinul ati on and Training Systens, which are
used to sinulate Mlitary Aircraft.

32. Respondent, through the Acquisition, would be engaged
in the research, devel opnent, manufacture and sale of both
Unmanned Aerial Vehicles and I ntegrated Conmuni cations Systens,
whi ch are used in Unmanned Aerial Vehicl es.

VI1. BARRI ERS TO ENTRY

33. Entry into the market for the provision of SETA
Services woul d not occur in a tinely manner to deter or
counteract the adverse conpetitive effects described in Paragraph
36 because of, anobng other things, the tine required to devel op
t he experience and expertise necessary to effectively provide
t hese services.

34. Entry into the markets for the research, devel opnent,
manuf acture and sale of Commercial Low Earth Orbit Satellites and
Commer ci al Geosynchronous Earth Orbit Satellites is difficult,
unli kely and woul d not occur in a tinely manner to deter or
counteract the adverse conpetitive effects described in Paragraph
36 because of, anbng other things, the tinme and expense required
to establish manufacturing facilities, develop the technol ogy
needed to produce these products and establish a reputation for
hi gh quality products anong custoners in these markets.

35. Entry into the markets for the research, devel opnent,
manuf acture and sale of NI TE Hawk Systens, Sinulation and
Trai ni ng Systens, Electronic Counterneasures, M ssion Conputers
and I ntegrated Comunications Systens is difficult, unlikely and
woul d not occur in a tinmely nmanner to deter or counteract the
adverse conpetitive effects described in Paragraph 36 because of,
anong other things, the time and expense required to devel op the
t echnol ogy needed to produce these products.

VIIl. EFFECTS OF THE ACQUI SI Tl ON

36. The effects of the Acquisition may be substantially to
| essen conpetition and to tend to create a nonopoly in the
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rel evant markets set forth above in violation of Section 7 of the
Clayton Act, 15 U. S.C. 8§ 18, and Section 5 of the Federal Trade
Cbﬂnission Act, 15 U.S.C. 8 45, in the follow ng ways, anong

ot hers:

~a. Respondent may gain access to conpetitively
sensitive non-public information concerning other Air
Traffic Control Systens contractors, whereby:

(1) actual conpetition between Respondent and Air
Traffic Control Systens contractors woul d be reduced;
and

(2) advancenents in Air Traffic Control Systens
reéeargh, devel opnent, innovation and quality would be
reduced;

b. Respondent may be in a position to di sadvantage or
rai se the costs of conpeting Air Traffic Control Systens
contractors, whereby actual conpetition between Respondent
ang Aia Traffic Control Systens contractors would be
reduced;

C. By elimnating direct actual conpetition between
Respondent and Loral Space in the markets for the research,
devel opnent, manufacture and sale of Commercial Low Earth
(S)rbi } I Satellites and Commercial Geosynchronous Earth O bit

atellites;

d. By enhancing the Iikelihood of collusion or
coordi nated interaction between or anong the firnms in the
mar kets for the research, devel opnent, nmanufacture and sal e
of Commercial Low Earth Orbit Satellites and Conmercia
CGeosynchronous Earth Orbit Satellites;

e. By increasing the likelihood that quality and
t echnol ogi cal innovation in the Conmercial Low Earth Orbit
Satellite and Commercial Geosynchronous Earth Orbit
Satellite markets woul d be reduced;

f. By increasing the likelihood that consuners in the
United States would be forced to pay higher prices for
Commercial Low Earth Obit Satellites and Conmerci al
Geosynchronous Earth Orbit Satellites;

9. Respondent may gain access to conpetitively
sensitive non-public information concerning other Mlitary
Aircraft manufacturers, whereby:

- (1) actual conpetition between Respondent and
Mlitary Aircraft manufacturers woul d be reduced; and



(2) advancenments in Mlitary Aircraft research,
devel opnent, innovation and quality would be reduced;
and

~h. Respondent may gain access to conpetitively
sensitive non-public information concerning other Unmanned
Aerial Vehicle manufacturers, whereby:

(1) actual conpetition between Respondent and
Unmanned Aeri al Vehicle manufacturers would be reduced;
and

(2) advancements in Unmanned Aerial Vehicle
research, devel opnent, innovation and quality woul d be
reduced.

I X. VI OLATI ONS CHARGED

37. The Acquisition described in Paragraph 21 constitutes a
giolation of Section 5 of the FTC Act, as anended, 15 U.S.C.
45.

38. The Acquisition described in Paragraph 21, if
consunmat ed, woul d constitute a violation of Section 7 of the
Cl ayton Act, as anended, 15 U . S.C. § 18, and Section 5 of the FTC
Act, as anended, 15 U. S.C. § 45.

I N WTNESS WHERECF, the Federal Trade Conmm ssion has caused
this Conplaint to be signed by the Secretary and its official
seal to be affixed, at Washington, D.C. this nineteenth day of
Sept enber, 1996.

By the Conm ssi on.
Donald S. dark

Secretary
SEAL



