
MEMORANDUM OPINION AND ORDER.

1. By this aetim we amend sectims 24.101 and 24.204 ofour roles governing
ownership attribution of licaes in the narrowband am 1x'Oadbend persmal communicatioos
services (PCS), _ 47 C.F.R §§ 24.101, 24204, to refine and cl8:ify them in light of our
decisims to use a "multiplier" when assessing indirect ownership interests. Specifically, we
amcBI our rules to: (1) eren" fiom attribution certain insulated limited partnership interests
held by institubmal inwatm; and (2) increase ftom five to tal pela:nt the level at which
institutional investm' PCS license ownership interests will be 8tlributed. We also cl8:ify
that, if an entity holds an indirect interest in a nationwide narrowband PeS licensee that was
not aaributed pier to the adqXioo ofour narrowband "multiplia" nde, then the interest will
remain a 11m-attributable illterest and will not be counted towBrd the three licenses pee market:
limit We cl8:ify, however, that this exemption will expire with respect to a particular
interest in a licmse if in the fUture that exempt intcRst is transfened or assigned to another
entity. These nde anocbeaJts will encourage investtnent in Pes, )8ticularly by institutional
investors, and tlu promote the rapid deployment of such new services in the public interest.
We take this action in response to petitions for reconsideration filed in the above-captioned
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proceedinp by the Mqan Stanley Partnerships (Morgan Stanley).l The petitims are
unopposed.

BACKGROUND

2. In order to pOlmte competition and safeguard against anti-competitive activities in
PeS, our roles impose eatain limitatims on the <JWlXlShip of narrowband and lxoadbmd
PCS licenses. In narrowband PCS we permit connmn oWl1elShip of up to three of the
twenty-six SO kHz a._Is that are available in each area,2 \\bile in 1roedband PCS a
"spedrum cap" gmerally precludes an entity from holding an attributable <JWlXlShip interest
in licenses totalling DDe than 45 MHz of combined PeS, cellular and specialimd mobile
radio spectnJm in the SlIDe JOOIl1IPbic area. In additioo, no entity may hold atlributable
inta'ests in mre 1han 40 MHz ofbroadband PeS spectnJm in the same seograpbic area.3

Our roles also prohIbit cellw. camet'S from holding an attributable inteft:st in more than one
10 MHz BTA PCS license within their cellular service area." Sm it is not uncommon for
multiple entities to hold inta'ests in the same licc:me, our roles define tha;e interests that are
considered "attributable" fa: purposes of determining compliaoce with ownership limitations.s

3. To account for situatims in which an entity holds an <JWlXlShip interest in a
license indirectly, such M through an intavening coqxntioo, we apply a "multiplier" to
detennine the effective <JWlXlShip intelest of that entity. This aspect of our atlribution roles

1 Mqan Stanley's petitims for reconsideration were timely filed on September 6 and
October 7, 1994, in resp:ne to cxdas in our 1roedband and narrowband PCS rolemaking
p'OCeCldinas in which we adopted the multiplier aspect of our PCS attributioo IU1cs. Sa:
Fur1hcr <JnIrr Qt B""'J'i'rnRm, OEN Docket No. 90-314, 9 FCC Rat 4441 (1994)
(DreIwxt PCS MdIiak QJIa:); Samt hfarK.""'m cam- pi <)dcr, GEN Docket
No. 90-314, ET Docket No. 92-100, 9 FCC Red 4519 (1994) (NImmtIal PCS Multjplis:r
QJIa:). Mrgan Stanley is~ ofMqan Stanley I..everaae Equity Fund n, L.P.,
Mrgan Stanley Capital Par1nas m, L.P., Mcqan Stanley Venture Capital Fund, L.P., and
Mcqan Stanley Venture Capital Fund n, L.P..

2 Sa: First Rqpt MId <)dcr, GEN Docket No. 90-314, ET Docket No. 92-100, 8 FCC
Rat 7162, 7167-68 -n 32-34 (1994).

3 S......;00 ofSfIItims 3eD) and 332 ofdBc CnmmugjG¢JOO5 Act. RcaWaton'
TICII,,_ of.WiJe SaYicza. GEN Docket No. 93-252, FCC 94-212, " 238-283, released
SqX. 23, 1994.

4 47 C.F.R § 24.204

S For pmposes of the narrowband PeS license limitation noted in the text above, .for
example, a licensee is any person or entity with an ownership interest of :five or more percent.
S= 47 C.F.R § 24.101; Narrowband PeS Multiplier Ordet 9 FCC Red at 4521.
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opalfeS by JDJItiplyiDa iDlaY8tDIg 0WIVDbip derests toJ&*r to "dohne the e1fective
ownership level of the entity oolding thaIe interests. Fer example, ifParty Xowns a 2S
~ D.<Xl-CXdrolling intaest in Cmpontim. Y, which in tum ooids a 10~ non
cootrolling intenst in License~ tbrn PIrty X is deemed to have a 2.S pat'oCD e1fective
ownership hfaest in LiCllDle Z (.25 x.10 -.025). 1be use ofa IDl1tipIia' allows 1B to
account acc:urately fer a )*ty's aeul invoMmeot with the ultimate licensee, as well as the
party's ability to exert substantial infltax:e ova' 1bat liame.

PLEADINGS

4. MKpn Stanley aqutS in its petiticms fer reconIida'Itim that application of a
nmltiplicr to PCS liceme owna:ship interests held by institutimal inwstms does not serve the
public inta'cst. Accmting to MqIIIl Stanley, institutims invest widely in re1alivelv small
equity IID.lUID in an atteIl'- to IIIiDiJniz risks associated with aaet~~6 A
arol1lly of this inwstll'" JftlosoPty, accmfing to MqIIIl Stanley, is that indirect
invClltuent in ImI1tiple PCS Iicengec:s may result without any iDIaiim to obtain control of or
infilmCe oVer a~ cr my ability to exercise ceDrol cr influence.7 MqIIIl Stanley
argues tbIt applying a nmltiplicr lDier' such ciram¢atvs does not acantely reflect an
institutiao's involvanaJt with a"lic:ell8Oe IDd will have a dclaaitms effect m. investment in
PCS. RadXI' tbm 1UD the risk of Ddvateut1y violating the Qmnissim's PCS license
ownenhip limitatim. mlea, iDItituticmJ. inwstms will siIqJIy avoid- direct or indirect PCS
investments. Thus, Mxgan Stanley claims, applicatim. of the lDlltiplier role will have the
effect of~ PCS invcsmem, wuumy to the Commiuim.'s policy goal ofpromoting
PCS deployment.

s. In crier' to avoid 1bis result, Mxgan Stalley asks that we amaxi our mles so as
not to attribute owna:ship intcraIts in narrowband and~ PCS licenses held by
limited plitners that are DtX IDItaiaIIy involved, directly cr iDdirectly, in the mmagement or
opctatim of tbe licmsee. "-ifill Stanley argues that the aI.'I'alt rule is overly stringent, is
inccasistaIt with the Cow"lliatim's experience in the l:xoatbst area, and will deter investment
in PCS. Aa:mtingly, MqIn Stanley requests that we iIqat mm the broadcast cmtext
the rules exccptiDg insulated 1imited par1DelShips mm attributim Additionally, Mxgan
Stanley requests that, in the interest of equity, we "grandfather' partnecsbips that pre-date the
adoption of the multiplier rule even though they would not comply with the partnership
insulation aiteria it puposes. Mxgan Stanley suggests that a general partner be permitted to

6 S= Mxgan Stanley Petition, filed Sept 6, 1994, at 3.

7 Id at 3-4.

8 Id at 5-6.
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CCItify sub1iMial~~ with the "no material invoIwment stImdIrd" of the broadcast
attributim N1es.9

6. M:qIn Stmley also requests that we adqX a hiPa" auributicm threshold fir
certain institutimal invaItm, such a pensicm fimds and mivasity endowment funds, that
invest indirectly in PCS licmsces. M:qIn Stanley .-goes that such institutional investors do
not sedc to control or influence the~ or opedtims of~ in which they hold
indirect interests and that, moreover, because the investments are indirect there is little
opportunity to exert influence over the licensee.

7. Mqan.Stanley also requests that we not atlribute tIDe interests held by minority
or naHXIIIolling sbaftholdcn, wbere a single emity <X' Jl'OUP of affiljatcd entities either
holds a JD9mity of a licmIcds voting imerests <X' eftectivdy c:mtrols a ooII11'8I1Y 1hrough a
voting agrccmD. Mqan Stmley ques that beaa. the IDIicrity <X' <XI'Itrolling imerests
are aM1ted It 1000,4 wbm Ipp1ying the multiplier, this MI1I:ndlrm would eliminIte pointless
double counting of aurihable int«ests and would better Id1ect 1he 1DIedying ecOnomic
realities ofa licensce's OWIlaship. Altematively, Mqan Stmley requests that we abandon
the oootrol1'8tia1ale and use a simple multiplier to calcullte all indiftlCt interests, regardless
of oomrol <X' majcrity 0WDa'Sbip. Finally, Mqan Stmley requests that we clarify that the
multiplier rules, aIa1g with any additiooal rules resulting fiml its recxmsideratim petitkms,
will not be applied to investmtuts in nationwide lB'I'OWlB1d PCS~ that weJe granted
such licalSeS or obtained them It aucticm prior to August 16, 1994.

8. The Natiooal Vedure Capital Associaticm (NVCA), Accel Telecom L.P., Aca:l m
L.P. and Aca:l Investms '89 L.P. (Accel), and The Capital Groop Cmlpanies, Inc. (Capital
Group) support Morgan Stanley's petitim10 NVCA states the rmItiplier rule is an
unaa:cpable, additional risk that is a hazard to capital and that subjects gmuinely passive
investas in PCS liccosecs to potcD:iaI violations of Canmissim tuIes, including all the
attmdant sandioos. 0urna1, KiI:tis, BJask &. Freedmm (CbmaD) also filed· in support of
Mqan StBnley's petition and Idditiooally requested tbat we amend Secticm24.813(aXl) and
(2) of the Commjaion's rules to claify that the repoItilJl requDelDSis of these secbms apply
only to tIDe indirect iDracst holders"Mlo either (a) bold a JD9mity of the ownership interests
or other direct cmtrolling intcI'est in a holder of a direct atlributable interest in the applicant

9 S= 47 C.F.R § 73.3SSS at note 2(g)(2).

10 S=NV~sCon1tl.leJJts, dated October 14, 1994; Accel's CommeIJts, dated October
20, 1994; and Capital Group's Cotmlrnts, dated November 21, 1994. Capital Groop's
Conunents were 18 days late. In the interest of considering a full recmt in this matter, we
are accepting Capital Group's Conunents as a permissible~ PIIl1' submission.
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tr (b) have a direct atUi.butable interest in an tDity holding a diIa:t amolling interest in the
appliamt.ll

9. Accel states that limited J*1DII'Sbips are Q11i'my 1Eed by instituticmal iDvestors
and will be an iqxxtant whide b tinmciDg PCS. Accel &elts that limited partners in
such sIrUctIfts do not play a DBcriaI role in the bus_l_ in "MUch the partna:ships invest,
and therefcR should not have their indirect hltae91S in PCS licmIes aaributed. Aocel agrees
with Mrgm Stanley that 0Clt8in povisicD of the brcwbst attribution roles, modified as
Sltgrstcd by~ Stanley, should be iDcmpcnted inIo the PCS roles. Accel states that
thaIe amc:ndrralts will soften the h1pct of the JDJItiplia' role. WJ.tbcU the tmdi1ication
proposed by Mqan Stanley, Accel stites that limited partna:ships will be detened m:m
investing in PCS because Accel's limited~as may oIherwise face possible violations of
the Commissim's Rules. Accel argues that this will especially ham PCS aJl1epreuems since
they will rely on entities such as Acccl for the capital to acquire and build out systems.

DISCUSSION

10. 0Jr PCS poceedinp are designed to }Xm1Ote four pimary goals: c:orqxtitive
delivay, a diverse army of servica, rapid deploymt'Dt, and wide-area covaage.12 The ability
of PCS entrants to attract capital is essential to achieving these goals. In essence, Mrgan
Stanley argues that our PCS attribution roles do not}Xm1Ote this ability sufficic:ntly. We note
that \Wile p:omoting PCS invesIJlat is at itqxmnt public interest canponent ofour PeS
policies, our attribution roles are designed ~ipally to~ in aqunction with
OWDC2'Ship limits to maintain a COI11c.titive PCS industry. The real questim, therefore, is
\\bether treating instituIimal iDvestors'differently under our PCS attribution roles will
imp'ove investment h¥=mtives without underaJtting those roles' primary goal of serving as
antiCOllJpetitive safeguards. We answer that questim affirmatively.

11 S= Gunmn lUquest b Claification of the Multiplia' Rule, dated I:>ecember 16,
1994.

12 S= Sftm1 Rqut and Ordrr, GEN Docket No. 90-314, 8 FCC Red 7700 ~ S)
(1993).

13 &I;, w.. AnmJrmnt of dae Qmni:;,m's Rules to &qbUsb New PersonaJ .
Cmynunjr«ims Scryices. 9 FCC Red 5947 (1994); m nmnsidrtation, FCC 94-265, ~ 30
34, released Oct. 19, 1994.
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11. This eow..i__ md oIber ft1II1Jmuy ..... hDe Img~ a
distinctim betw=l iDstituti<DI inwstors and other inwstors.14 This results, in J&1, b-calme
the tam "institutimal inwstors" identifies a catepy of inwstors that may be defined with
some~15 We lip with MqIIl Sta1Icy dill institutimaI inYestms' mBet activities
gemrally do ID raise the type of "CODbOI" issues 1hIt led us to adopt "mgbt line" PeS
aIri1:Uim Nles.16 Indeed, we recatly ama¥.ted cu ndes in this repd to furtbrr clari1Y
the definitim of institWmal invest« under (U' PCS lUIes ... to pamte such inwstors'
~ to serve IS am~ source of funding b' desipted c:ntity PCS
~.17 ModifyjDg cu nmowtB1d ... troedbmd PCS attrilUim roles in light of
~ S1anIey's request is <msistaK with (U' 1raditi<ml policy ... recent actim regarding
institutimal investms. Mnlt:Mr, 'We believe tbIt 1beIe modifialtims will serve 15 an
irqotInt "-OS b' encotnaiDI iJaeased pISIIive inwstllm in PCS. AccordinBlY, we will
amend cu PCS mJ.es to: (I) exa.,_ from attl'ibutim imuJ.ed limited :.-tnelsbip inlrzests
held by iDstitutimai inwsa:n, subject to those investms artifYjDg to the CommissiCl1 that
they are not materially involved directly <r indirectly in the managanent <r operatim of the
camer activities of the partIaship;II and (2) increase ftan :five to tal pcmm the level at

14 SIc, c.a. 47 C.F.R. § 733555 n.2(i) (relaxed tnWnM ofinstitutimal inwstors under
broadcast aaributiCl1 role); 17 C.F.R § 240.13d-I(bXIXii) (rednced reporting requiIa:txms on
certain institutimal inwstors under regulations implemellting the Securities and Exchange Act
of 1934).

IS &:e,~ 47 C.F.R § 24.72O(h) (definitiCl1 of institutiooal invest<r).

16 sa:. s;,.a., AmerxImmt of the Cmynissjm's Rulrs to &MUsh New PmgnaI
Cgmmunjcatjons Soyj'P, GEN Docket 90-314,9 FCC Red 4957, 5003 (1ft 105-122) (1994).

17 S= hq)lrmClltaljm of Sn1im 309(j) of the Cgmmunjqatjons Act - ConIPd jtjve
BiddiD& Fifth Mcmnndum Opinioo. and Order, pp Docket No. 93-253, FCC 94-285, , 65 &
n162, released November 23, 1994.

18 1hc aitaia we" adopt b' plJI'J)QlJCS of this ca1ificatim 1rd those already in use in the
mass media cmtexL Sa: 47 C.F.R § 73.3555 Note 2(g)(2); MarqanduID Q»nion and Order
in MM Docket No. 83-46, FCC 85-252 (released June 24, 1985), 15 nvxIjfied CI1

reconsidaatiCl1 in the Mcm;-rbm Qpinion and Order in MM Doclcd No. 83-46, FCC 86
410 (released November 28, 1986). We recently sought c:orntnent on the effectiveness of
these insulatiCl1 aiteria in that context, as well as on existing differmces between broadcast
and wireless telecal1l1unicatims services. sa: Revjcw of the Qmnjssion's Bt;atdatjms
Govemina Attributim ofBmedrast lnttzrasts, tvftvf Docket No. 94-150, FCC 94-324, "26-36,
55 &nllO.
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which institutimal investors' PCS liceme ownership iDbIests will be attributed19 We decline,
hawevc:r, to adqt the single majcxity shareholdtr exceptioo requested by Morgan Stanley.
We believe that such an~ is~ to address the issues raised by Morgan
Stanley with lapett to appIicIticm of the multiplia' to iadirect institutimal investmcms.
Mmwer, M do not believe tbIt sud1 an~ is ntJ:eSSII'Y to cnabIe PCS applicants to
attract capital fiom institutional investors given the above-desaibed modifications to our
attribution roles.

12. In additim, we ccxic1ude that institutional investors who held limited partnership
interests prier to the adoptim date of this a:der shall be limited me ye. from that date to
amend their Iimited partnership agrcemealts to coq>ly with the insulation roles. During this
transitim period, affected lia:mees shall certify to the Cnmmissioo that the limited partnets
are not materially involved, directly er indirectly, in the managoi ll5Jt er operation of a PeS
licensee.

13. We have decided ]RViousIy DOt to apply the multiplier role to nationwide
narrowband PCS licenses grIIDd under our picn:cr preference roles prier to August 16,
1994, or to nationwide narrowband PCS IiaDres auetiooed befa:e August 16, 1994 (the date
00. which we adqDd, the narrowband PCS JDJltiplier role).20 As we noted in that order, we
do not believe it would be equitable to apply the multiplier role to tha;e licensees.21 In
keeping with that rationale, hawevc:r, we clarify that this exemption will expire with respect
to a particular interest in a license if in the future that exempt interest is transferred or
assigned to another entity.

19 CmsistaJt with this dB1ge, we clarify that fer purposes of the reporting requirements
of section 24.813 of the Cmmissioo's roles institutional investors are not considered
attributable investors in an applicant unless they hold an ownership interest of 10 percent or
tmre in the applicant. We will ammd section 24.813 (aX2) to require applicants to report
ownership interests held by institutimal investors only if such ownership interests are 10
percalt er tmre.

20 ~Narmwband PCS Multiplier <Xdet 9 FCC Red at 4522 n17.

21 ld.
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ORDERING CLAUSES

14. IT IS FURlHER ORDERED mAT the petitims fir recoosid&Dlim filed by
MJ¥n S1BnIey CD September 6 md Oc:tober 7, 1994, in cu lxoehnd and narrowband PCS
proc.eeding§, respectively, ARE GRANTED to the extent discussed above.

15. Accordingly, IT IS ORDERED that Part 24 ofthe Commissim's Rules IS
AMENDFD as specified in Appendix A, AND WILL BECOME EFFECI1VE immediately
upm PJblicatia:l in the Fedenl Regista'.:ZZ

16. This action is tabn pmsuant to Sedkm 40), 7(8), 302, 303(c), 303(f), 303(g),
and 303(r) of the Communicadms Ad. of 1934, as amended, 47 U.S.C. Sections lS4(i),
157(a), 302, 303(c), 303(f), 303(g), and 303(r).

FEDERAL COMMUNICATIONS COMMISSION

!/L~~
WtIIiIm F. eaton

Acting Secretary

22 PursuR 5 U.S.C. § SS3(d)(3), we oonclude t:bat "px1 cause" exists to have the role
changes take e1fect ilIIIMate1y becmlSt: a delay would !XX provide applicants with sufficient
time to attract investm and finalize their business plans f(X' the upcoming broadband PCS
auetims. Immectiate ~leme..tatim of the role changes set fm1:h herein also provides
applicants with the required eataimy to J:I'OC=i with 1beir bidding and business stnItegies,
alleviating concerns about potmtial violations of our PCS ownelShip roles 8S a result of
institutional investments.
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Appeadh A; FIlIaI Rules

Part 24 of Trtle 47 of the Code ofFedenl Regulatims is amended to n:ad as follows:

PART 24 - PERSONAL COMMVNICA'DONS SERVICES

1. The authority citation in Part 24 continues to n:ad as follows:

AUlHORlIY: 47 U.s.c. §§ 154, 301, 302, 303, 309 and 332, un'ess otherwise DOted.

2. Section 24.101 is amended to n:ad as follows:

§ 24.101 Multiple ownenhip nstrictio-.

(a) Nmmwt8ld PCS licensees shall not have an ownership intaest in DUe than three of the
26 d&mels listed in Sectim 24.129 in any geographic area. Fer purposes of this restriction,
a narrowband PCS licensee is: (i) any institutimal investCI', as defined in Sectim 24.72O(h) of
this Part, with an ownership intacst of tal er DUe percent in a narrowband PCS licmse; and
(ii) any other persoo. er entity with an ownership interest of five er more percent in a
narrowband PCS licmse.

(b) In cases where a party 11M indirect ownership, through an intcftst in an intelvcning entity
(er entities) that has ownership in the narrowband license, that indirect ownership shall be
attributable if the percaJt8FS of ownership at each leve~ IDlltiplied together, equal five or
more percent ownership of the narrowband PCS license, except that if the ownership
percaJtage fer an interest in any link in the chain exams SO percent er represents actual
contro~ it shall be treated as if it were a 100 percent interest.

EXAMPLE: Party X has a DCX1-<XDrOlling ownership iDta'est of 25 perca1t in Company Y,
\Wich in tum 11M a DCX1-<XDrOlling ownership interest of 10 paaD in Company 1., the
narrowband PCS licensee. Party X's effective ownership iotaest in Company Z is Party X's
ownership interest in Company Y (25 perca1t) times Company Y's OWl1tI'Ship interest in
Company Z (10 perca1t). 1baef<n, Party X's effective OWl1tI'Ship interest in Company Z is
2.5 perctnt, and is not attn~le.

(c) NotwitbsbwJdina paar8Ii1 (b) of this Sectim, the following inttrests shall not amstitute
attributable OWDeisbip inttrests fer purposes ofparagraph (a) of this Section:

A limited I*tuaship inta'est held by an imtitWmal invest« (as defined Section
24.72O(h) of this part) where the limited partner is not DIItaia1Iy involved, diR:dly or
inctirectly, in the ImDageInent er opetation of the PCS holdinp of the partnership, and
the licensee so certifies. 1he aitcria \Wich would assure adequate insulatim fer the
purposes of this certification require: (i) Prohibiting limited par1neIS from acting as
employees of the limited }*tlletship if respoosibilities relare to the carrier activities of
the licensee; (ii) Barring the limited par1neIS from serving as independent contractors;
(iii) Restricting coanmmication among limited partners and the general partner


