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Special Treatment for Small Businesses

To flfill the mandate of Congrass that designated entities are given the
opportunity to participate in spectrum-based sarvices, the FCC is empowared to use “fax
cerfificates, bidding preferences and othef procedures,”d The Fifth Report and Order
adopts a variety of special preferences and procedures ta asslst designated entifies.
While many of these measures are commendable, there ane excaptions that help some
designated enfities ot the expense of others. The most notable Is that the FCC allows
applicants fo *form consoriia of small businesses that, on a aggregate bosis, exceed
the gross revanue/tolal asset caps.”4 By this measure, the FCC has offered polentially
unlimited resourcas 1o consorfia of small businesses, but not 10 minority-owned or

women-owned businesses, or rural felephone companies that do not qualify as small
businessas,

For example, suppose that a minority-owned business with $80 million in
revenues forms a joint venture with another minorty-owned company that has identical
revenvas. According to the FCC rules, the combined firm would hava $160 million In
revenuas, which disquakifies It from bidding in the entrepreneurs’ blacks. In contrast, four
sinall businessas with $40 million in revenues each can form a foint venture that has
combined revenues of $160 million and still qualify to bid on the entrepreneurs’ blocks.

The FCC's irsatment of small business consortia s prejudicial fo the other
designated groups. If srall businasses as a consortia can exceed revenua and assets
caps, then these caps make no sanse for other, larger designated enfities, In particular,
a minonty-owned or women-owned firm with $130 million in revenue is Induded In
Congress's mandate, but would not be permitied to bid on tha enfrepreneurs’ blocks.

1347 U.S.C. § 309(i(4)ON.
4£idh Report and Order, Federal Communications Commisslon, FCC 94-178, June 29, 1994, p. 70.
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This minority-owned firm Is excluded; but a consortia of other firms—non-minority owned
and/or non-woman cwned——with more revenues is permittad fo bid.

The FCC Is drcurnventing the infent of Congress by exduding companies owned
by minorifies or women that excead the revenua or asset caps, but including even larger
combinations of other companias that individually quallfy as small businesses, but may
not be minority-owned or women-owned. Implicifly, the FCC is freating minority-owned,
women-owned, and rurgl felephane companies as if they all foll under the umbrella of
its smoll business designation. ThisIs o mistake. Congress identified small businessas,
rural telephone compeinies, and businesses owned by minorities and women as
separafe entities, Thus, rvral fefephone companies and businesses owned by minerities
and women that exceed the $40 million revenue limit for small businesses or axceed the
$125 million revenue limit for the entreprenaurial blocks are at & significant disadvantage
to aty consortia of qualified small businessas,

The solution here Is sirgightforward, The revenue limlte should be raised for
designated entifies sa that they can effactively compete with small business consortia.

Auction of Blocks Aand 8

The final argument for changing the revenua and osset limits is that successful
bidders In the entrepreneurs’ blocks will face direct competition from successful bidders
in Blocks A and B. In dli likehood, these specirum blocks will be bought by the very
largest felecommunication companies, These companies have a significant advantage,
as the FCC notes nurnerous times, over smaller companies when it comes to acceass fo
new caplial,

-16-
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For example, BellSouth Telecommunication’s net Income exceeded $1.5 billienIn
1993, which [s over weive times the revenue limit sat by the FCC. BaliSouth Wireless paid
$47,505,673 for ¢ narrowband PCS license, This amount is about 3.2 percent of the 1993
netincome of its parent company. In contrast, smaller companiles, such as Page Mart |,
Inc. issued new equity 1o halp pay for the license it won.'5 New aquity issues are more
costly than infemal financing because underwriting fees reduce the omount received by
the company. As these examples Indicate, companies with greatar revenues have
aceess fo more internally ganerated funds, which are less costly fo obtain. The lower
cost of raising capiial helps keep these companies competitive with the larger
felecommunications companles that will aimost surely win licensas in Biocks A and 3.
Raising the revenue caps for designated entities will thus increase the likelihood that
these companies remain active in providing spectrum-based services,

15 Wirelass Telecom investor-News Roundup, Paul Kogan and Associcles, August 23, 1994,

-17-
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“Direst Bstimation of Inflation ectatdons from Survey
Data,” (with K, Lahir), in 'I‘ingy Sffil:s Analysis, 0. D.
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“The Bid-Ask Spread, Transaction Prices and the Tima
Variance Relatonship,” at the April 1984 meetings of the
Eastern Finance Association, Or?:ndo.

“Product Defects Regulation at the FTC: Proposals for a
Protocol,” at The November 1984 meetings of the Southem
Economic Association, Atlanta,

“Exchange Rate Reform Under Commercial Restrictions,”
Second Dominican Republic Conferance on Trade and
Financial Liberalization in Latin America, March 1985,
Santo Domingg.

“Will Pay-Now Tuition Plans Create a Futures Market?,”
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ran¢isco,
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Introduction of Primes and Scores,” Financial Management
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Southern Economic Journal
Journal of Money, Credit, and Banking .
Journa! of Econometrics
National Science Foundation

Consultant Occagional consulting to corporations, government agencies,
and professional associations on mateers relating to financial
economics, macroeconomics, microeconomics, and
econometrics.
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and Budget. Dr. Clarkson recelved his advanced degrees from UCLA
on the faculties of U.C.L.A., Unlversity of Virglﬁia and Unlveroitv of
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EXHIBIT 11
DEMONSTRATIVE CHART
Church & Church & Tower
Tower, Inc. Florida
MO MO

\\// March 11, 1994

Church & Tower New Shares of - Burnup & Sims
Group < Bumup & Sims
100% of Church &
Tower Shares
DE - >
Controlled By Former MasTec, Inc,
Shareholders of
Church & Tower_ _ _ _ _ ]
65%
DE

MO = Minority Owned and Controlled
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August 4, 1994

Matthew Leibowitz
Leibowitz & Associates
1 S.E Jrd Avenue
Suite 1450

Miami, Florida 33131

Dear Mart,

In response to your request on the appropriate application of generally accepted accounting
principles to the acquisition by Bumup and Sims [nc. ("Burnup") of Church and Tawer of Florida and
Church and Tower Inc. , coilectively referrad to as the CT Group, (the "Acquisition") which was
accounted for as 8 "reverse acquisiticn " as described below, please find the following information:

DESCRIPTION OF THE ACQUISITION

On March 1, 1994, the CT Group was acquired, through an exchange of stock, by Butnup.
Burnup issued 19,250,000 shares of its cormmon stock in exchange for all the outstanding stock of
the CT Group, As a result of the exchange of stock, the former shareholders of the CT Group
received approximately 65% of the outstanding shares ot Burnup. Thus, the CT Group shareholdcrs
becamte the majority shareholders of Bumup. Following the Acquisition, Bumup's nama was changed
to MasTec, Inc.. Jorge L. Mas Canosa, the president of Church and Tower of Florida was elected
Chairman of the Board of MasTae and Jerge Mas, the president of Church and Tower, Inc. became
the President of MasTec, )

APPROPRIATE ACCOUNTING PRINCIPLES

The primary accounting litérature that governs accounting for business combinations such as
that described above is Accounting Principles Board Opinion No. 16, "Business Combinations" and
rules published by the Secunties and Exchange Commission including SAB Topic 2.A.2.

Paragraph 70 of APB 16 provides guidance toc determining which party to the combiration
is the agquirer and indicates , in part, that:

..presumptive evidence of the acquiring corporation in combinations effected by an exchange of stock
is obtained by identifying the fonmer common stockholder interests of 8 combining company which
cither retain or receive the larger portion of the voting rights in the combined corporation, That
corporation should be treated as the acquirer uniess other evidence clearly indicates that another
carporation is the acquirer.
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Matthew Leibowitz
Page Two
August 4, 1994

SAB Topic 2, ltem A.2., provides additionai guidance in determining the acquiring company
and indicates thay other factors should also be considered in determining which Sompany is the
acquirar, These considerations right includs predominant control by the management and board of
directors of ane of the combining companiss of the management and board of directors of the
combined company.

The term “reverse acquisition” refers 10 a business combination accounted tor by the purchase
method in which the company that issues its shares or gives other consideration to effect a business
combination is determined ta be the acquiree in the business combination. As previsusly noted, this
would eceur when the sharehalders of the issuer have less than a majority of voting control of the
combined entity and other factors consirm the presumption that the issuer is not the acquirer. Under
the application of paragraph 70 of AFB 16 and SAB Topic 2.A.2., the company whose shareholders
retain the majority voting interest in the combined entity iy presumed to be the acquirer,

The accounting for a reverse acquisition takes into consideration the legal form of the
surviving entity as weil ag the accounting substance of the business combination. The company that
issues stock to erfect the combination as the "legal acquirer and the company whose sharehoiders
exchange their stock for the legal acquirer's stock and who retain vonng and operating control of the
combined entity as the “accounting acquirer.”

In a reverse acquisition, the legal acquirer generally continues in existence ag the fegal entity
whaose shares reprasent the outstanding common stock of the combined company. In some instances,
the legal acquirer is a public company whose shares are listed on an exchange, By cffecting a reverse
acquisition, the accounting acquirer can thereby gain access to the public market withaut going
through an initial public offering.

CONCLLUDING COMMENTS

Based on the fact that the CT Group's sharehoidars retained the majority voting interest in
‘the combined entity , the CT Group is considered 1o be the accounting acquirer, Accordingly, the
historical financial statements of MasTec are those of the CT Group.

I hope this information is helpful . Please call me at (305) 599-2014 if you have any further
questions,

Sincerely,

MasTee, [ac.

..’://g-r--_ it ;._é/(".‘c._
armen M. Sabater
Controller

CMS:taz
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CERTIFICATE OF SERVICE

I, Maria D. Riveron, certify that a copy of the foregoing Response to Petitions for
Reconsideration was sent by first class U.S. mail this 9th day of September, 1994 to the following
persons: -

Mark J. Tauber, Esq.
Piper & Marbury

1200 19th Street, N.W.
Seventh Floor
Washington, DC 20036

=

Tamee n
~SAMeE L, P,
Arter & Hadden
1801 K Street, N.W.
Suite 400 K

Washington, D.C. 20006

Michael F, Atschul

Vice President, General Counsel

Cellular Telecommunications Industry Association
1250 Connecticut Avenue, N.'W ., Suite 200
Washington, DC 20036

Philip L. Verveer

Willkie Farr & Gallagher

Three Lafayette Centre

1155 21st Street, N.W., Suite 600
Washington, DC 20036-3384

Debra L. Lee

Executive Vice President and
General Counsel

Legal Affairs

Black Entertainment Television
1232 31st Street, N'W.
Washington, D.C. 20007

Leonard J. Kennedy, Esquire
Dow, Lohnes & Albertson
1255 23rd Street, N.W.
Washington, D.C. 20037

Patricia Diaz Dennis
Sullivan & Cromwell
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1701 Pennsylvania Avenue, NNW,
Washington, D.C. 20006

Henry Solomon

Haley, Bader & Potts
Suite 900

4350 North Fairfax Drive
Arlington, VA 22203-1633

Robert H. Kyle

President, Kycom, Inc.

96 Hilibrook Drive
Portola Valley, CA 94028

Stephen G. Kraskin
Kraskin & Associates
2120 L Street, N.'W.
Suite 520

Washington, DC 20037

John A. Malloy, General Counsel
Columbia PCS, Inc.

201 N. Union Street, Suite 410
Alexandria, VA 22314

David L. Nace

Lukas, McGowan, Nace

& Gutierrez, Chartered

1111 Nineteenth Street, N.-W. Suite 1200
Washington, D.C, 20036

Robert E. Levine

Mullin, Rhyne, Emmons and Topel, P.C.
1225 Connecticut Avenue, Suite 300
Washington, DC 20036

James L., Winston

Rubin, Winston, Diercks, Harris & Cooke
1730 M Street, NW.

Suite 412

Washington, DC 20036



~ SEP- 9-04 FRI 13:28 LEIBONITZRASSOCIATES FAX NO. 3055308417 P. 39

Lois E. Wright

Vice President and Corporate Counsel
Inner City Broadcasting Corporation
801 Second Avenue

New York, NY 10017

James P. Tuthill

Pacific Bell Mobile Services
140 New Montgomery Street
Room 1525

San Francisco, CA 94105

James L. Wurtz
1275 Pennsylvania Avenue, N.W.
Washington, DC 20004

Mara. . Ruzrs
Maria D. Riveron




