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Mr. Chairman, Ranking Member Skelton, and distinguished members of the House Committee on Armed Services.  
Thank you for the opportunity to appear before you today to discuss the Department of Defense’s role in the Committee on Foreign Investment in the United States (CFIUS) and the Department of Defense’s review of the proposed Alcatel and Lucent merger.
The Department of Defense weighs a number of factors when it considers the possible impacts on national security of any individual proposed foreign acquisition of a U.S. company. 
Our primary objective in this process is to ensure that any proposed transaction will not negatively affect U.S. national security interests.  To do this, the Department of Defense conducts detailed and comprehensive reviews of the proposed transaction, including: 
1.  Examining whether the firm is engaged in development of defense critical technology and its importance to the US defense technology base;

2.  Determining if the firm is important to the U.S. defense industrial base (e.g., is it a sole-source supplier, and, if so, whether security and financial costs would be incurred in finding and /or qualifying a new supplier, if required);

3.  Reviewing potential security risks or concerns that might be posed by the particular foreign acquiring firm (e.g., does the firm have a record of export control violations); 

4.  Deciding if the company to be acquired is a part of the critical infrastructure that the Defense Department depends upon to accomplish its mission; and
5.  Evaluating whether any potential national security concerns posed by the transaction can be satisfactorily reduced by application of risk mitigation measures, either under the Department’s own regulations or through negotiation of an agreement with the parties.

In all of the above activities, the Department works closely with other agencies of the Government and fully vets all data across the Department. 

Regarding the specific proposed merger of Alcatel and Lucent, representatives of the Department together with the other CFIUS agencies held numerous meetings with representatives of Alcatel and Lucent.  These meetings preceded the formal filing of the case with CFIUS.
The review conducted by the Department of Defense concerning this transaction was in-depth and comprehensive.  DoD agencies reviewed the filing to determine the possible impacts on: critical technologies, any classified information within Lucent, critical infrastructures of the United States, military telecommunications, research and development, and any other concerns that might be posed by this transaction.  

The DoD organizations that reviewed this and all other CFIUS transactions bring to bear a diverse set of subject matter expertise, responsibilities and perspectives.  The organizations include, for example, the Office of the Under Secretary for Intelligence; the Office of the Under Secretary for Acquisition, Technology and Logistics; the Office of the Assistant Secretary for Networks and Information Integration/DoD Chief Information Officer; the Office of the Assistant Secretary for Homeland Defense; the Joint Chiefs of Staff; the Military Departments (Army, Navy and Air Force); the National Security Agency; and the Defense Intelligence Agency.
The Assistant Secretary for Networks and Information Integration/DoD Chief Information Officer is principally responsible for DoD information systems and telecommunications.  As DoD relies upon the public infrastructure for over 85% of its telecommunications traffic, the analysis by the office of the Assistant Secretary for Networks Information and Integration examined whether the proposed transaction increased risk to the security of our critical telecommunication infrastructures and the Defense Switched Network.
The Office of the Under Secretary for Acquisition, Technology and Logistics is responsible for determining if the US firm is engaged in the development of critical defense technology or is otherwise important to the defense industrial and technology base.  The Deputy Under Secretary of Defense for Industrial Policy within the Office of the Under Secretary for Acquisition, Technology and Logistics reviewed this case to determine whether Lucent is involved in the development of defense critical technologies important to the US defense industrial and technology base. DoD does currently rely on Lucent's Bell Labs for important R&D in this regard.  
The Under Secretary for Intelligence is responsible for the Department’s intelligence, counterintelligence and security policy.  As Lucent is performing on numerous classified contracts, USDI assessed whether a Special Security Agreement (SSA) would be required.  
The Defense Technology Security Administration, which reviews, coordinates and analyzes the recommendations from all of the DoD components, also assessed sensitive technology issues related to the merger.  

In summary, the Department conducted a comprehensive and in-depth review of this transaction, and examined all significant issues that were raised by agencies within the Department of Defense.  
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