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The FCC .ust allow SMRs to .edify licen.e. to convert to
digital ayat..a without being SUbject to auctions. (10)

• Private carrier paging channels are shared and not
subject to ca.petitive bidding. Further, the earned
exclusivity concept recently adopted by the FCC does not
create .utually exclusive situations that require
auctions on PCP channels. (lO)
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NATIONAL ASSOCIATION OP MINORITY TBLBCOKKUNICATIONS .
EXBCUTIVES , COMPANIES

Interest: National advocate for minority telecommunication
companies and professionals.

sequence of Bidding:

• supports proposal to auction all geographic regions
within one block before proceeding to next block.
Opposes proposal to offer spectrum block regions in
descending order of population because this will allow
wealthy firms to dominate the largest markets. (6)

Payaent Xethod.:

• supports installment payments for DEs and believes the
Commission should use a straight note with a ten year
term to link the period of amortizati~n to the license
term. Rather than the prime rate, the Commission should
use the federal funds rate (perhaps plus 1 percent) as
the benchmark to offer the best possible payment terms
to the successful DE bidder. Interest should be fixed
for the duration of indebtedness. DEs should be able to
amortize the note through interest-only payments in the
first several years, followed by interest plus premium
payments for the balance of the term, or interest-only
payments could be authorized for the full term, with a
balloon principal payment at the end. (15-16)

• Instead of canceling licenses in the event of default,
the Commission should permit a three-to-six month grace
period in order to cure. (16)

• DEs should have a 50' discount on upfront payment and
deposit requirements. (20) Similarly, the Commission
should accept investment bankers' "highly confident"
letters on behalf of DEs in lieu of a full deposit
price. This will allow the Commission to review the DEs
financial qualifications without unduly burdening the
DE. (21)

Treataent of De.iqnated Entitie.:

• Believes that preferential treatment of designated
entities (DEs) is constitutional and would be given
intermediate scrutiny, which proposal passes. (7-14)

• Supports the Commission's DE set-aside proposal, but
suggests that the Commission establish special
aggregation rules for the set-aside blocks to avoid
limiting the value of the licenses. (14)
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• supports proposal for bidding preferences in context of
non set-aside spectrum. Suggests looking to the
procedure recommended by the SBAC with one variation,
which would permit a bidder to enjoy a discount linked
to status as a DE. This would enable a DE to compete
with entities with greater resources for access to non
set-aside spectrum. Alternatively, the Commission might
consider a discount linked to the level of minority
ownership of a bidding entity. This would be awarded
much the same way as enhancements in the broadcast
license context. (14-15)

• DEs should also receive tax certificates for set-aside
spectrum blocks, and the certificates should be granted
upon divestiture only when the selle~ reinvests the sale
proceeds in a qualified replacement property. Favors
the proposal to offer tax certiticates to anyone
investing in a specialized small business investment
company or any specialized small business investment
company that invests in a designated entity, and
suggests moving any DE tax certificate "back in time" to
the initial purchase transaction. (17)

Installment payments and tax certificates should also
extend to DEs bidding for non set-aside spectrum. (18)

•

• Rural telephone companies should not be allowed to use
any REA tunds for bidding related upfront payments,
deposits or license costs, and rural telcos should be
'subject to geographic limitations. (19)

• Preferences should extend to DE-inclusive consortia. In
addition, the Commission should consider a "percent
participation benetit" that extends preterential
treatment to consortia based on a percentage of DE
involvement in the group. (19)

To avoid restricting the quality of the participation of
DEs, the Commission should consider a variety of
spectrum block aggregation mechanisms for such entities.
Specifically, the Commission should allow a DE 20 MHz
block licensee to "split" the block into two 10 MHz
blocks that can be separated and sublicensed to 30 MHz
block owners, thus making the spectrum more attractive
to large operators and more profitable for DEs. In the
alternative, the commission should consider permitting
30 MHz blocks to be licensed to DEs, or should allow the
aggregation ot a 10 MHz block licensed to a local
cellular provider with the spectrum block licensed to a
DE. (22)
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saf_quartS.:

• supports a prohibition on all trafficking for three
years after license grant. Commission could provide for
greater flexibility by granting waivers of this
prohibition where one DE seeks to transfer the license
to another DE. (23)

• As an anti-sham device, suggests that the Commission
employ an eligibility standard calling for control of an
entity by DE group members coupled with at least 20'
minimum designated group member holdings. (24)

,/
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_TIODL a1J1lU, TZLICOX U8OCIATIOB

IDterest. Association of LECs that borrow under Rural
Electrification Administration (REA) and Rural Telephone Bank
(RTB) proqrams.

Tr••~.Dt of D.si9D&t.4 aDtiti.s.

• Competitive bidding .ust provide r.alistic opportunities
for rural t.l.phon. compani.. and oth.r d••ignated
entiti•• to beco•• lic.n..... (2)

• LEC. that are REA and RTB borrow.rs should fall within
the "rural t.l.phon. company" d.finition. (5)

• "Rural t.l.phon. company" .hould be d.fin.d a. an LEC
that a) provid.s local .xchang. s.rvice that do.. not
includ. any incorporat.d plac. of 10,~00 or .or., or any
territory includ.d in an urbaniz.d ar.a; or b) provide.
t.l.phon••xchang•••rvice by wire to less than 10,000
acc••s lin.s. (6)

• Supports proposal to acc.pt bids for on. 20 MHz band and
one 10 MHz band .ol.ly from designat.d entiti... (8)

• Support. us. of d.lay.d paym.nt (two y.ars) and
installment sch.dul. for d.signated .ntiti.s in any PCS
frequency auction; al.o supports reduc.d application
requirements; installment plan payment schedule should
not be tr.ated as an interest bearing loan. (9)

• Supports us. of tax c.rtificat.s. (11)

8p.cifio 8ervio.s.

• Comaission should .x..pt LlC .ierowav., Basic Exchange
T.lephon. Radio syst... and rural radio frequ.nci.s from
competitive bidding, so long as th.y will be us.d as
part of the public switch.d n.twork that provid.s
universal servic.. (13)

"
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D'IIODL '1BLBCOIIIIlJIrICA'IIORS AlII) IDORD'IIOJr ADKIJrISTU'IIOR

Intere.t. Executive branch telecommunication. policy advisors and
advocates. Because of the deadline for licensinq pcs,
NTIA concentrate. it. comment. on developinq a workable
Electronic Iterative Combinatorial Auction (EICA) for
bro~dband PCS and provide. an extensive policy paper on
bidding for PCS licenses. (Exhibit 1)

Payaent Method••

• Because the number of bidder. for certain properties may be
few, miniaua (re.ervation) pric•• are warranted or,
alternativ.ly, the FCC could s.t a royalty rat. and solicit
bid. on an up-front, initial payment. (22-25)

Treata.nt of D••iqnated Bntitie••

• NTIA q.nerally aqr••• with cont.nt and dir.ction of USSSA
PCS r.port, the FCC proposal for .et-a.ide., the use of tax
certificate., and the use of in.tallment payments. (25-28)

Specific Service••

• PCS auction. .hould r.coqniz. that PCS lic.n.e. are not
homoq.nou. commoditie.; they vary in value due to .ize of
spectrum block, size of g.ographic licen.ing area, number of
incumbent., and al.o will exhibit "value interdep.ndencies"
(~, a bidder may value a lic.nse hiqher due to other
licen.e. which are or are not won). (5-8)

• To achi.ve optimal re.ult., PCS auction••hould allow
bidd.r. unlimit.d fl.xibility to coabin. lic.n.ing qroups,
be conduct.d .imultan.ously to the deqr.e po••ible, allow
iterative bidding, and not be excessively complicated. (8
14)

NTIA propo... the us. of EICA, which would allow licensees
to subait simultan.ous .l.ctronic bids throuqh computer
terminals on any combination of broadband PCS lic.nse. and
revise their bids in response to others. (14-15)

• EICA would allow agqreqation of MTA lic.n.es .maller than
the US, BTA lic.n••• smaller than an MTA, and BTA licen.es
across MTA boundari•• , ther.by maximizinq lic.n•••• '
flexibility to jUdge value interdependencies, promotinq
economic effici.ncy, and minimizinq po.t-auction transfers.
(15-16)

• EICA software is available and in the public domain (~,
JPL's Adaptiv. User S.l.ction M.chanism) and, a. NTIA
describes in it. Exhibit 2, can be implemented usinq
.tandard comput.r terminals or work.tations. (17)
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ElCA processing procedures would be as outlined in the NPRM,
with short form initial applications, etc. (18)

• ElCA bidding would stop at some time (not known in advance)
when bidding "dies down." (19)

• Suggests it may be appropriate to run a "test cas." EICA
prior to utilizing such procedures to auction all licenses.
(19-22)
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DTIOIIAL TZLBPBOn COOPZRATIVB U8OCIATIOlf

Intere.t: National association of approximately 500 small
local exchange carriers providing
telecommunications services to rural America.

Applicability of coapetitive Bi44inq:

• Common carrier microwave links are essential to the
provision of basic telephone service and should not be
put in jeopardy by auctions. (p. 16)

sequence of Bi44inq:

• Concerned that a system ba.ed on descending order of
spectrum block size or market size might give larger
firms unfair advantages that allow them to begin PCS
deployment earlier. (p. 14) To prevent this, auctions
for all PCS blocks and markets should-be conducted in a
short time frame. (p. 14)

Coabinatorial Bi44ingl

1000172

• Agrees with the FCC's proposal to conduct combinatorial
bidding for blocks A and B only; such an approach is not
appropriate for blocks C and D. (pp. 13-14)

payment Xethod.:

• Recommends elimination of the upfront payment for rural
telephone companies. (pp. 10-11)

• Supports the proposal to allow installment payments with
interest for the payaent of the bid price balance for
rural telcos and designated entities but urges the FCC
to add some form of royalties as an option. (pp. 11-12)

• supports bidding preferences for designated entities on
blocks C and D as well as on blocks A, B, E, F, and G as
long a. the licen.es bid on are in a geographic area
congruent to the rural telco's wireline service area.
(pp. 12-13)

Treataent of oesiqnate4 Bntitie.:

• supports adoption of a rule requiring 51 percent
ownership by any designated entity to qualify for a
preference." (p. 3)

• The proposed definition of rural telephone company
should be revised to include any company with les. than
10,000 access line. or a stUdy area with no place over a
population of 10,000. (pp. 3-8)
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• Al.o propo.e. that rural telco. should be eligible for a
preference only in blocks C and 0 where they now provide
telephone exchange service. (p. 8)

• LECs should have a choice of preferences based on their
eligibility, i.e., a LEC may not meet the eligibility
rules for rural telcos but may be classified as a small
business. (pp. 8-9)

• The availability of REA financing .hould not have a
bearing on rural telco preference.. (pp. 9-10)

• Urges adoption of a rule that would allow pre-bid
contracts under which consortia may agre. that each
rural telco may operate and control ~e PCS license in
its landline exchange area. (p. 13)'

specific Service••

• Requests bifurcation of this proce.ding as the statutory
mandate that auction. begin by May 7, 1994 doe. not
apply to licen.e. in .ervice. other than PCS.
(pp. 14-15) The need to bifurcate i. illu.trated by the
FCC'. reque.t for comment. on the po••ibility of
auctioning common carrier microwave .ervice., rural
service., and BETRS -- auctioning of th••• licen.es
would be contrary to the universal service goals of the
Budget Act. (pp. 15-18)
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DUlL COMMONICATIOIf., IlfC.

Interest: ESMR licensee, developer of wide-area digital
mobile communications systems.

Bidding .ethods:

• Supports tentative conclusions to use oral ascending bid
auction as primary (but not exclusive) method, and to
offer individual PCS licenses at oral auction but to
take sealed bids for the same licenses when bid on as
part of a group. (4)

Sequence of Bidding:

• To avoid diminishing the value of BTA license., NexTel
suggests that the Commission adopt the following fUlly
coordinated approach to auctioning all 'PCS licenses:
(a) auction all BTA licenses before a~y MTA licenses;
(b) within each MTA, offer all BTA licenses with the
largest BTA first, then proceed in descending order of
population to the smallest; (c) auction all licenses in
the largest MTA, then proceed in descending order of
population to the smallest MTA. (8)

Combinatorial Bidding:

1000174

•

•

supports proposed approach, but urges the Commission to
go beyond its proposal for two nationwide groups of MTA
licenses and allow the marketplace to decide optimal
groupings. The Commission should allow participants in
PCS auctions to bid on any combination of MTA licenses
(consistent with spectrum caps and eligibility
restrictions) to ensure that licenses are assigned in
the initial auction to the parties that will put them to
the best use. (9-10)

Above methodology will prohibit licensees from marketing
areas they elect not to serve to losers of the MTA bid
and keeping the proceeds. Parties bidding on BTA
licenses should similarly be encouraged to submit bids
reflecting precisely the groupings of spectrum blocks
and areas they require for the services they plan to
provide. (10-11)

/

• Also supports proposal for a second round of sealed
bidding on PCS licenses between the winners of the
sealed bid auctions of license groups and the winners of
the auctions of individual licenses as a mechanism to
prevent individual bidders from being disadvantaged
vis-a-vis combinatorial bidders. (6-7)
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• To remedy concern about combinatorial bidding leading to
anticompetitive behavior, the Commission could allow
bidding on less-than-nationwide groups of licenses. The
resultant expanded array of groups will increase the
number of parties that submit bids and increase
competition for geographic combinations of licenses.
(10 n.20)

payment Methods:

• strongly supports proposal to require substantial
upfront payments to discourage non-qualified bidders.
(16)

sateguards:

• There should be no restriction on the free transfer of
any license, particularly PCS licenses. The pUblic
interest will be better served if new licensees that are
unable to use their spectrum are able to transfer the
license to parties that can put them to use. (12-13)

• Any financial disincentive that discourages sale of a
license by an owner that cannot develop it will have the
same undesirable effects as a direct prohibition on
transfers. (13)

/
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IIDID CORPOUTIOR

Intere.tl Regional Bell operating Company.

Applicability of Coapetitiv. Biddingl

• support. Commi••ion'. principle. for determination of
"auctionability· of a .ervic.. (9)

• Commi••ion'. propo.al to identify cla•••• of lic.nses by
determining ·principal use,· and it. definition of
"principal u••,· will r.sult in disparate regulatory
treatm.nt of licen.e.. that provide functionally
equival.nt .ervic... (9)

• Licen••• i ••u.d to a party a. a "private" .ervice .hould
be conditioned upon lic.nse.'. principal us. of .pectrum
for that purpo.e; d.finition of "prineipal us." should
r.cogniz. that a ••rvic. that might be con.idered
"privat.· ba.ed on "majority u••• of .p.ctrum .hould
.till be .ubject to auction proc.dur.. if r.v.nu.. of
more than $100,000 are rec.ived as compensation from
subscriber.. (9-11)

Bidding ••tbod.1

• Licen... should be award.d through u.. of Ingli.h
auction; a bidding party will make ascending bids in an
open, electronic, outcry proc••• ; bidding on individual
lic.n... .hould clo.. when forty-.ight hour. pa••••
without .ubai••ion of a n.w bid. (14)

S.qu.nc. of Biddln91

• Auctions for lic.n••• within a given block .hould be run
.imultan.ou.ly. (13)

• If Commi••ion doe. adopt .equ.ntial bidding, it should
minimize ri.k to bidd.rs by auctioning all mark.t. for a
particular block, then all market. for a ••cond block
until all .ark.t. have been auctioned. (17)

Coabiaatorlal a1441aql

• Bidd.r. .hould be able to .ubmit combinatorial bid. for
••t. of w.ll-d.fined combination. of lic.n... in
.imultaneou., oral auction.; Commis.ion would ••tablish
block. available for Combinatorial bidding; lic.ns.
would be awarded to combinatorial bidd.r only if the bid
for licen... a. a group .xc••d.d the .um of high••t bid.
for lic.ns•• individually; th.r. would be no .econd
round bid.. (14)
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• It Commi••ion choos.. to us. ..aled bid. tor
combinatorial bidding, partie. would Submit seal.d bids
prior to comm.ncem.nt ot .l.ctronic open bidding;
parties may specity bid as equal to sum ot all
individual bids plus a stated p.rcentag.; .ealed bids
would not be open.d until att.r compl.tion of electronic
bidding tor individual lic.ns•• within the block;
lic.ns. would be awarded to combinatorial bid it bid for
licen.es a. a qroup exceeded sum of winning individual
bids. (14)

•

• Eligibility requirement••hould not pr.clud. c.llular
carriers or LEC. from .ubmitting r.gional or nationwide
combinatorial bid.; award ot PCS lic.n••• would be
conditioned on sal. of prop.rties that created
ineligibility i.sue. (15)

Tr.ata.nt of oe.iqnat.d BDtiti•••

• Within .pecitied bancl. of .pectz'ull, d••ignat.d qroup.
should be entitl.d to r.ceiv••p.cial tinancial
arrang...nt., alt.rnate paym.nt m.thod., and di.counts.
(18)

R•••rving .pectrua for d••ignat.d .ntiti.. could di.rupt
mark.t-ba••d allocation ot .pectrua and could
artificially lower the value of spectrum. (19)

• Commi••ion .hould clos.ly monitor alliance. that include
d••ignated entiti•• in order to prevent ".h..
operation.. (20)

.af.quard••

• Oppo••• r ••triction or penalti•• on r ••al.; r.comm.nds
placing limitation. ,on .al. pric. tor sy.tems in ord.r
to di.courag. tratficking ot lic.n.... (20)

• Sugg••t. that Co.-ission work with DOJ to is.u. cl.arly
articulated guid.lin•• to be follow.d by tirm.
inter••t.d in torming bidding consortia. (22)

.p.cifio lervic•••

• Competitive bidding .hould be u••d tor Specializ.d
Mobil. Radio (SMR), Interactiv. vid.o Data s.rvic.
(IVOS) and for c.rtain c.llular radio ••rvic.
applications. (11)

• Application. tor c.llular uns.rv.d ar.a. acc.pted tor
filing betor. July 26, 1993 .hould be .xclud.d trom
auction proc.ss; applicants accepted aft.r JUly 26,
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1993, but before release of this Notice, should also be
exclud.d. (11)

• Questions whether spectrum used as an intermediate link
in the provision of continuou., end-to-end .ervice to a
subscriber .hould be subj.ct to comp.titive bidding.
(12)

oth.r:

• Implem.ntation of Budg.t Act r.quir.. commis.ion to
con.ider both .conomic .ffici.ncy and div.rsity and
fairn••s; auction m.chanism .hould ••ek to: 1) allocate
spectrum to tho•• that will put it to most valuable u•• ;
2) provide inc.ntiv•• to lic.n•••• to inv••t capital
requir.d to provide innovative new .ervice.; 3) promote
pUblic inter••t by providing economic_opportunity to
wide variety of applicant.; and 4) .n.ur. that proce••
is open to all qualifi.d participant.. (7)

• Auction proce•• tentatively proposed by Commission will
not r.sult in the attainment of .conomic .fficiency or
the maximization of long-t.ra ben.fit.. (4)

I00017f

'--...-'

• Paper .ntitled -A Public Int.r••t As......nt of Sp.ctrum
Auction. For Wir.l.s. Communication. S.rvic••- author.d
by Professors Robert G. Harris and Michael L. Katz, is
attached a. Exhibit 1.
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OJUDIIID'rIOII Ma 'fIQ ••OT.CTIOII UD ADVUCBIIBII'1' O. SOLL

Ifm.uaon COIIPUI.. ("O.U'l'CO")

ID~ere.~1 National trade a••ociation of aore than 430
independently owned and operated telephone companies serving
rural area. in the United state. and Canada. (2)

Ifr..~eDt of De.igDa~e4 ~~itie.1

• Commi••ion .hould relax the definition of "rural
telephone company" to include larger communities;
popUlation li.it .hould be increa.ed to 10,000
inhabitant. per community. (4)

• Rural telephone coapanie••hould receive preferential
treatment, inclUding tax certificate. and the ability to
pay the winning bid in in.tallaent. over time,
regardle•• of .pecific spectrum bloc~ for which they are
bidding. (6)

• Preference. to rural telephone companies .hould not be
affected by receipt of financing from the Departaent of
AgriCUlture's Rural Electrification Admini.tration. (8)

Specific Service••

PCS licen.e-bolding re.triction. on cellUlar operators
should not be applied to rural telephone companie.. (9)

• Bidding for "C" and "D" blocks of .pectrum .hould occur
simultaneou.ly in order to encourage the mo.t efficient
u.e of .pectrum in tho.e block.. (10)

• Intermediate .icrowave link. and Ba.ic Exchange
Telephone Radio Sy.teas, a. u.ed by LEC. in the public
.witched telephone network, should not be eligible for
initial licen.ing through competitive bidding. (11)

".
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1000180
PACIPIC BILL ARD HlVADA BILL

Interest: Bell Operating Companies.

Applicability of coapetitive Bidding:

• Oppose. a "principal use" test and suggests an "all or
nothing" "test that promotes requlatory parity, avoids
requlatory loopholes, and eases administration. (20)

Bidding .ethods:

• Suggest. a new bidding method: (1) each party submits one
sealed bid per day; (2) bids must exceed the highe.t posted
bid by some amount; (3) bidders must be deemed active each
day to continue bidding; (4) the top two bidders (and bids)
for all spectrum blocks are disclosed each day; (5) bids
cannot be withdrawn; and (6) the bid~ing concludes when
there is no further qualifying bid for a block. (iii, 11)

suggests that this bidding method properly grants licenses
to those that value them most, promotes fast deployment,
avoids unjust enriChment, prevents trafficking, fosters
legislative objective., minimizes uncertainties in
assembling blocks, eliminates "negative behavior" (~,
efforts to exhaust bidders' financial reserves in early
rounds), requires no new specialized auction software, and
allows use of a broader range of bidding strategies. (2-4,
9-10, 12-13)

Coabinatorial Bidding:

• The proposed oral/combinatorial sealed bidding (and
variants) are defective because they do not award licenses
to the highest valuers and systemically favor combinatorial
bidders; this is inconsistent with the FCC's prior rejection
of national licenses and the legislation. (5-9, Affidavit)

Payaent .ethods:

• supports 20/MHz/POP deposit, whereby a bidder would be /
qualified to bid on any collection of licenses for which the
sua of individual MHz/POPs is no more than the number for
which the bidder has deposited 20/MHz/POP. (28-29)

• Supports increasing deposits to 20' of the amount bid and to
require full payment within 41 days of the clos. of the
auction. (29)
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Treataent of De.iqnate4 IDtitiea:

• 50.1' ownership should be r.quired to qualify as a
designated entity (or consortium) rather than simple
control. (21)

• Opposes allowing withdrawing of bids, which allow nonserious
bidders to drive up bids artificially and deter other
applicants fro. pursuing strategies pre.ised on obtaining
particular .arkets. (13)

• Favors allowing secondary market transactions to correct
minor distortions. (14)

• Anti-collusion rul.s will be unn.c....ary und.r the d.scribed
procedures, since existing laws will d.ter suspicious
conduct. (29-30)

Application proce••iD9 aequir..ent.,

•

...............

Proposes the following procedures specifically tailored for
auction.: (1) FCC should u.e a .hort form "atat••ent of
int.ntion to bid" (not "application") .odeled on FCC Form
464 and including information on de.ignated entity .tatus
and cellular holding. as well a. a certification regarding
complianc. and und.rstanding of auction proc.dur•• ; (2) the
FCC should not apply a letter perfect standard, which was
originally adopted to deal with a deluge of cellular
filings; (3) supports proposed certifications and urges
inclusion of a r.qu.st for waiver on the short formi (4) 90
days notice should be giv.n for auctions with short forms
filed 30 days before lottery; (4) the FCC should not permit
amendment of applications, but should allow adequate time to
prepare an application after the lottery; (5) petitiona to
deny should be filed after the auction; and (6) in cases of
disqualification of an auction winner, the license should go
to the second highest bidder. (21-28)

specific 8erviae.,

• Private s.rvic.s should be statutorily .x.mpt from auctions,
including uses ~f spectrum for internal purposes, such as
Telephone Maintenance Radio Service channels. (17-18)

• Point-to-point microwave links should be excluded from
auctions since they are frequency coordinated. (18-19)

• Rural Radio Services (inclUding BETRS) should be excluded
for policy r.asons and lack of mutual exclusivity. (19)
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• SMRS should be auctioned, since they satisfy the legislative
require.ents. (19)

other.

• Because PacTel is in the process of spinning off its
wirele•• holding., Pacific Bell and Nevada Bell should be
permitted to bid for pes licenses unrestricted by PacTel's
cellular holding., as long as the spin-off is completed by
the ti.e final payments are due. (14-17)
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PACIPIC TELICOX CELLULAR, IRC.

Intere.t: RSA and smaller MSA cellular licensee; prospective
applicant for PCS licenses.

Sequence of Bi44inq:

• The FCC should auction all frequency blocks within a
given MTA before proceeding to auction licenses in the
next MTA. The blocks within a given MTA should be
auctioned within the same week. The MTAs (including the
BTAs within each MTA) should be ranked in the order of
largest to smallest, by population, and auctions
conducted in the same order to allow service to be
introduced first in the -most populated areas. (8)

Coabin.~ori.l Bi44iDq:

• Use of sealed combinatorial bid. for group. of MTA
licenses is acceptable. COmbinatorial bidding should
not be used for BTA licenses under any circumstances.
(2-3)

p.yaen~ .e~bo4.:

• At the time the short form application is filed, all
applicants should be required to submit a check for the
upfront payment. The check should be deposited by the
FCC into an interest bearing account. The FCC should
publish the exact amount of the required upfront payment
in the notice announcing the filing date. A substantial
flat fee should be specified for each license block. (6)

• The upfront payment should be returned to unsuccessful
bidders with interest, but forfeited if an applicant
that is the highes~ bidder fails to qualify for the
license. (6-7)

• After winning the high bid, an applicant should be
required to furnish a substantial deposit such as 20' of
the bid amount, as proposed by the FCC. The deposit
should be made within a prompt time, but at least after
five bu.ine.s days. The FCC should record the identity
of the .econd highest bidder in case the highest bidder
fails to submit a timely and SUfficient deposit. In
such event, the FCC should Offer the second highest
bidder the option to proceed at the amount of its bid.
If the second highest bidder declines, the FCC should
hold another auction. (7)
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• with regard to channel blocks E through G, the same procedure
should be used here as is proposed for channel blocks C and 0,
except that more possibilities for aggregations of blocks
within a BTA will exist. (11)

• Additional bidding rounds after the individual MTA rounds of
bidding have been completed should not be allowed. (15)

Coabinatorial Biddinq:

• Opposes all of the nationwide combinatorial bidding options
proposed for broadband PCS; but supports the decision to use
combinatorial bidding for narrowband PCS licensing. (11-12)

• FCC should not permit a sole nationwid~ systea to be licensed.
If nationwide licensing i. permitted at all, there should be a
minimum of two such providers. If nationwide combinatorial
bidding is allowed, the aaount and the identity of the high
combinatorial bids should be announced in advance of the
bidding on individual markets covered by the combinatorial bid.
(14-15)

Payaent .ethod:

• Bidders other than designated entities should be required to
make payment in full of the winning bid amount within a "short
period" after grant. Designated entiti.s should be able to
make installment payments with interest over their initial
li~ense term. (15-16)

• The financial qualifications of an applicant other than a
designated bidder should be satisfied When the applicant has
paid the upfront payment, any additional amounts to cover the
required percentage amount of the winning bid, and the
remaining amount representing the difference between the
winning bid and the deposit. Upfront payments should be
examined but not collected. (20-22) ,.

• With regard to designated bidders for channel blocks C and 0,
the FCC should not require financial showings beyond the
payment of the initial lot of the winning bid and the execution
of installment payment obligations. (21)

• The auction winner should only be required to pay lot of the
winning bid. Within 5 business day., the difference between
the winning bid and the upfront payment plus the lOt should be
due. (21-22)

• The FCC should permit use of standby letters of credit by
bidders to demonstrate financial resources. (22)
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• The FCC should also establish a schedule of minimum bid
increments. We suggest a base amount for broadband PCS of
$10,000 for all bids under $1 million and increasing amounts
above $1 million up to a maximum of $500,000. (24)

Treataent ot De.igDAted BDtitie.:

• Tax certificates, set-asides, and installment payments to
ensure that small business, rural telcos, and businesses owned
by minority groups and women are appropriate. For broadband
pcs, set-aside of blocks C and 0 is appropriate. (16-17)

• supports definition of rural telco as proposed by the Rural
Telephone Coalition. (17)

• The FCC should adopt a "more than 50t" ownership standard and
require that control reside solely with the designated bidder
entities. (17)

Sateguard.:

--.
•

•

The FCC should not preclude the transfer of any designated
bidder channel to an entity that doe. not qualify under one of
the designated bidder categories where the transferor agrees to
pay the full amount of all deterred portions of the winning bid
for that channel into the Treasury. Limiting the amounts due
upon early transfer to acceleration of the deferred balance is
appropriate if bidding for the designated bidder channels draws
widespread participation and yields very high winning bids
exceeding tho.e for other comparable .pectrum blocks.
Transfers of channel. fro. one de.ignated entity to another
should not be subject to the unjust enrichment restrictions.
(18)

The FCC should prohibit all potential bidders from
collaborating or discus.ing with one another any information
regarding the bid. to be submitted or bidding strategies prior
to the completion of the auction and the award of licenses.
(18)

.---

• The winning bidder should be required to certify, before the
award of the final· license, that such bidder has not directly
or indirectly entered into any agreement, participated in any
COllusion, or otherwise taken any action in restraint of free
and open competitive bidding. (19)

Application proce••inq Requirements:

• supports short form initial application. (19)
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Interest: An association of small local exchange carriers in
Michigan.

• The FCC should employ sealed bids for cOmbinatorial
bidding for MTAs and oral bids for individual BTA
markets. (11)

• There should be no nationwide bidding for the 0 block
frequencies set aside for rural telcos. (11)

Sequence ot Bi44inq:

• PCS spectrum should be auctioned by frequency blocks,
not by BTA. (10)

Coabinatorial Bi44inq:

• No nationwide biddinq for spectrum in the 0 block set
aside for rural telcos. (11)

• In auctioning Block 0 spectrum, the FCC should take the
following steps:

• FCC should accept combinatorial bids tor the entire
group of Block 0 (rural telco) licenses within an
MTA by way ot sealed bids. (11-12)

• Two days later, the FCC should conduct oral
auctions for the individual rural telco license in
each BTA within that sa.e MTA. (11-12)

• After bidding, FCC would add up allot the rural
telco block winning bids tor each BTA within the
MTA and then open the sealed bids to find the
winninq combinatorial bid. (11-12)

• It the winninq sealed bid is hiqher than the
aqqreqate ot the individual winninq BTA bids, the
license is awarded to the sealed MTA bid winner.
It the sum of the individual BTA bids is hiqher,
then licen.es are awarded to each ot the individual
oral auction BTA winners. (11-12)

PayaeDt Metho4s:

• The FCC should require lump sum paYment tor all bidders
except desiqnated entities. (12)
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• Monetary forfeiture should be imposed on auction winners
whose applications are subsequently disqualified. A 20'
penalty is too high for rural telcos. Penalty of l' of
the bid price is more than adequate in the case of rural
telcos •. (14-15)

• Should be allowed to use installment payment plans for
payment of bids within the set-aside blocks. (12)

• Rural telcos should also be allowed to use installment
payments outside the set-aside blocks. (12)

• Rural telco. should not be required to pay any
upfront deposit. (12)

• Rural telcos should be allowed to pay the bid price
through installment payments with interest. (13)

• Rural telcos would have to supply FCC with the
name, addre•• and telephone number of its lending
institution in case any payment is mis.ed. (13)

• If mi••ed payment cannot be cured, and lender
doesn't want to pay, the rural telco's license will
be forfeited. (13)

Trea~eDt of De.ignated BDtitie.a

• Preference. are constitutional, particularly with regard
to rural telcos. (8-9)

• The FCC'. definition of "rural telephone company" i. too
restrictive for the purpo.e. of applying any preference.
Oefinition should not rely solely on the .ize of the
community where the rural telco's certificated area is
located. Oefinition should take into con.ideration a
variety of criteria that demonstrate the true nature of
the carrier (i.e., .ize of the actual certificated area,
qualification for loan. from Rural Electrification
Admini.tration, and number of access lines carrier
provide.). (3, 6-7)

• FCC should adopt policies that permit qualified rural
telco. to combine into consortia, with .uch consortia
eligible to bid for the rural telco .et-aside spectrum.
A consortium .hould be eligible to bid on rural telco
license. Where eligible rural telco. or their 100'-owned
affiliates collectively own (in terms of voting and
beneficial interest) 50.1' of the consortium. FCC
should not preclude transfers among affiliated entities
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and reorganization. of con.ortia in order to permit
effective financing and construction, so long as the
initial eligibility criteria are still met. (7-8)

• Rural telco. that have an int.rest in a c.llular licen.e
should be permitted to apply for PCS spectrum in the
same area. where .uch t.lcos hold an interest in a
cellular licen.ee, but other telephone companies and
cellular lic.nse.s should not be allow.d to do 80.
Because rural talco. are small companies, they will not
be able to exerci.e any kind of market pow.r, in
contrast to larg.r t.lephone companies and c.llular
companies which pre.ently do and would in the future
exercise such market power. (14)

specific Service.:

• Agr.es that broadband PCS .hould be d.fined according to
BTAs. (10)

• Propose. the following .et-a.ide. of the 120 MHz of
sp.ctrum allotted to broadband PCS:

rural talcos (BTA)

all bidders except cellular
(MTA licen.e.)

all bidder. exc.pt c.llular
(MTA lic.n.es)

minority owned busines... (BTA)

30 MHz (Block A)

20 MHz (Block C)

20 MHz (Block D)

10 MHz (Block E)

30 MHz (Block B)

•
•

•

•

•

.mall business and bu.in•••••
owned by wOII.n (BTA)

• 10 MHz (Block F) -- all bidd.rs (BTA) (11)
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TBLBPHon BLBCTROllIC8 CORPORATIOR

Intere.t: Holding company for rural small independent local
exchange carriers

Treataent of De.iqnate4 Bntities:

• Legisl~tive history supports FCC proposal to set aside
30 MHz for designated entities and the use of
installment payment plans and tax certificates to foster
participation by designated entities (5-9).

• "Rural telephone company" should be defined as a company
whose local exchange serves places with population$ of
10,000 or fewer persons (9-13).

• Rural telephone company preferences should not be
limited to area. in which the.e 90mpanies currently
provide service (13).

• A telephone company .hould be able to qualify as a
"small business" for purpose. of a set-aside if it has
50,000 or fewer access lines and annual revenues from
regulated telecommunications operations of less than $40
million, or fewer than 1500 employees (13-15).

• Supports FCC proposal to allow consortium participation
in PCS and recommends that consortia be credited on the
basis of their constituent members rather than on the
basis of their qualifications in the aggregate (15-16).

• For example, holding companie., like TEC, should be
jUdged on the basis of the characteristics of its
SUbsidiaries, rather than have these
characteristics aggregated as a whole (16, 17-18).

• Supports Commissioner Barrett's proposal that
designated entities be allowed some sort of
enhance.ent credit for bids on non-set-aside blocks
to increase opportunities for their participation
(16-17).

• Rural and small telephone companies should be
permitted to act in concert to submit a single bid
for both se~-aside blocks (18-19).
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