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IN1RODUCI1ON

1. By this actim we amend sectims 24.101 and 24.204 ofour lUles governing
~ at1ribution of licawes in the narrowband and broadbmd personal communications
setVices (PCS), ..47 C.F.R. §§ 24.101, 24.204, to refine and clarify them in light of our
decisioos to use a "muItipIia" wIm assessing indirect 0WDa'Sbip interests. Specifically, we
amend our mIes to: (1) exa"_ mm auributim certain insulated limited partnelSbip interests
held by institutional itMstm; and (2) iImase ftom five to tal pcr<:a1t the level at which
institutional investcxs' PCS lica'lle OWIX'rShip interests will be auributed. We also clarify
that, if an entity holds an indirect inta:est in a nationwide narrowband PCS licensee that was
not attributed pri<X' to the adoption of our nan:owbaod "multiplier" role, then the intelest will
remain a nm-attributable interest and will not be counted toward the three licenses per market
limit We clarify, however, that this exemption will expire with respect to a particular
interest in a license if in the future that exempt interest is tnmsfared (X' asigned to another
entity. These role ammdmllJ1s will encourage investllM in PeS, particularly by institutional
investors, and tI1m protD>te the rapid deployment of such new stzVices in the public interest
We take this action in response to petitions for reconsideration filed in the abov~oned
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proceedinp by the Mrpn Stanley PartIaships (Mrgan Stanley).1 The petitions are
~

BACKGROUND

2. In ordc:r to pomote competition and safeguard against anti-competitive activities in
PeS, our roles iqKlse eatain limitations on the ownership of nmowband and broadband
PCS licenses. In narowband PCS we permit COIDD1OO ownership ofup to three of the
twmty-six SO kHz da... that 1ft available in each area,2 \Wile in broadband PCS a
"spectrum cap" galtl81ly JftCludts an entity from holding an attnlJUtable ownership interest
in licenses totalling DD'e tbm 45 MHz of combined PCS, cellular and specialized mobile
radio specIrUm in the SlIDe jIIOjlaPhc an:a. In addition, no entity may hold attributable
int:ensts in DUe tim 40 MHz ofbroadband PCS specIrUm in tbe same geographic area3

Our roles also protnbit cellular carriers from holding an attnbulable intaest in nue than one
10 MHz BTA PCS license within their cellular service area4 Since it is not uncommon for
multiple entities to hold intaests in the same license, our roles define those interests that are
considered "attributable" fer purposes of determining compliaoce with ownership limitations.S

3. To account fer situations in \\hich an entity holds an ownership interest in a
license indirec:tly, such as through an irmvming COlp011Ition, we apply a "multiplier" to
detennine the effective ownership interest of that entity. This aspect of our attribution roles

1 Mrpn Stanley's petitions fir reconsidelation were timely filed on September 6 and
October 7, 1994, in respoose to <rdcIs in our broadband ul nmowband PCS rolemaking
proceedings in \\hich we adqXed tbe multiplier apect of our PCS attribution roles. S=
Eidba:J~taL.Bai_·"'_GEN Docbt No. 90-314, 9 FCC Red 4441 (1994)
(BnwdIaod PCS MuItiIIk Qda:); Srrav', MmIU"""'» <pPm pi Ordct, GFN Docket
No. 90-314, ET Docket No. 92-100, 9 FCC Red 4519 (1994) Q9nmvba1 PCS Multiplier
~. MX'pn Stanley is canposed ofMrpn Stanley Leverage Equity Fund IT, LP.,
Mrgan Stanley CIpital Parturn m, LP., Morgan Stanley Venture CIpital Fund, L.P., and
Mrgan Stanley Venture CIpital Fund IT, L.P..

2 Sa: First Rrpxt at.D:dI:L OEN Docket No. 90-314, ET Docket No. 92-100, 8 FCC
Red 7162, 7167-68 "32-34 (1994).

3 SIG Iq....m ofSntkm 3(0) and 332 of the Cnmmunigltioos Act. ReauJatOXY
Dtjf"m ofWile Seryjq:s, <EN Docket No. 93-252, FCC 94-212, 4ft 238-283, released
Sq1 23, 1994.

4 47 C.F.R § 24.204

S For purposes of the narrowband PCS license limitation rded 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 Order: 9 FCC Red at 4521.
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opciaas by multipIyina DcrwaiDa ownasbip imaallS togdIJet to daamiDe the eifective
ownership level of the entity holding tlnre inttrests. F<r example, ifParty X owns a 2S
p«cent J1CX1ooCOOtrOlling intaest in Cexporatim Y, which in tum holds a 10 percent nm
cootrolJ.iDg WtacBt in licae 1., tbm PIrty X is deemed to have a 25 percent effective
0WIJetSbip imenst in Licrme Z (.25 x.10 =.025). The \lie ofa lDJ1tiplier allows 18 to
acaJUDt accurately fir a J*l)"s adUIl involvanml with 1be ultimIte liocnsce, as well as the
party's ability to exert substantial influence over that license.

PLEADINGS

4. Mx'pu StIdey ... in its petitioos fir recmsidcntim that applicatim of a
11IJ1tipIier to PCS license ownersbip inteRsts bcld by imtRIJtimal inYaItors dots not serve the
pIb1ic _est. Aa:crding to Mmam StIdey, institutiCGS invest widely in relItivel small
equity amounts in an Ittal'- to miniJniz risks associated with asset cmcmtlatim.r A
<XX'Ollaly of this investneJt philosophy, accmding to Mxpn StImley, is 1hat indirect
inveslnm in JDJltiple PCS liceIlICeS may result widDJt any iJi'atim to obtain cmtrol of or
influence over a licensee, <r my ability to exercise CXIltrol <r intlUlD:e.7 Mqan Stanley
argues that awlYing a IDJItipIicr under such ciramstanccs docs mt accurately reflect an
instituticn's involvemeat with aliccmee and will have a deleterious efJec:t m investment in
PCS. Radber than 1m the risk of inadveI1:atly violating the COhlUissim's PCS licmse
ownersbip limitatim roles, inItitutimal investors will siq)Iy avoid· direct <r indirect PCS
investments. Thus, Mmpn Stanley claims, application of the JDJ1tiplier role will have the
effect of~ PCS investment, OOldDry to the Connnission's policy goal of promoting
PCS deployment.

5. In 'mtec to avoid this taU1t, Mmpn Stanley asks that we amend our roles so as
not to attribute ownership iIUftsts in narrowband and lx'<wIhDl PCS liceoses held by
limited patllers that are not m&t«iaIly involved, directly cr indirectly, in the management or
opaatim of the licensee. Mqan Stanley argues that the CLn'U tule is overly stringent, is
inaDJista1t with the CO'J"Dieeicxl's experiaxe in the bromcast area, and will deter investment
in PCS. Accordingly, Mx'pu. S1Inley requests that we iIqxxt fiml the bromcast context
the roles exa:pting insulated limited par1Da'Ships from attnlUim Additionally, Mm'gan
Stanley requests that, in 1be hmest of equity, we "grandfiJther" par1Da'Ships that pro-date the
adc¢on of the JDJ1tiplicr role even though they would not comply with the partnership
insulation aiteria it prqx>ses. Morgan Stanley suggests that a gmcral partner be permitted to

6 S= Mm'gan Stanley Petition, filed Sept 6, 1994, at 3.

7 Id. at 3-4.

8 Id. at 5-6.
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catitY substWial~with the "no mataiaI involvemD standa"d" of the broadcast
attributim roles.'

6. MqBn Stanley also requaIB that we adopt a higher aaributiCll1hnshoid fer
certain instituaiooal invc:stm, such &I prmim finis and university endowImU fimds, that
invest indirectly in PCS licmsem. Morpn Stanley ques that such imtitutional investors do
not sedc to cootrol or influence the~ or opaaticms of Hcmsees in which they hold
indirect intaests and that, DD'eOVel', because the investments are indirect there is little
opportunity to exert influence over the licensee.

7. Mrgan Stanley also requests that we not attribJte those intaests held by minority
or~ sIlIftholdcrs, wb&= a single m:ity <r FJUP of811m-ed entities either
holds a IDicrity of a liamce's voting iJIr.rests or effectively amols a company through a
voting~ MqIIl Stanley argues 1l1at twalle die~ or cmtrolling iJIr.rests
are cwntcd at 1000,4 wben Ippiying the IDJItiplier, tis 8IJ'ICIldmcd woold eliminate pointless
double counting of at1ributab1e iJIr.rests and would bettrc re.t1ect the underlying eaDmic
realities of a liccmee's ownmhip. A1ta'nItively, Mqan Stanley requaIB 1hat we abandon
the ceDrol rltimale and use a simple multiplier to ada... all iDditect intaests, regardless
of cal1rol or mgority ownership. Finally, MorgIn Stanley requaIB that we cla-ify that the
IDJItiplier roles, aloog with my additional roles resulting fian its recmsidaaticm petitims,
will not be applied to investIraJ!s in nationwide IW'I'OWbmd PCS licensees that were granted
such licenses or obtained them at auctim prior to August 16, 1994.

8. The Natimal Venture Capital Associatim (NVCA), Accel Telcam L.P., heel m
L.P. and Accel Investors '89 L.P. (Accel), and The Capital Group Companies, Inc. (Capital
Group) suppxt Mrgan Stanley's petitioo.l0 NVCA states the JDIltiplier role is an
unaccqXable, additional risk that is a haad to capital m1 that subjecIs genuinely passive
investors in PCS licensees to poteatial violations ofCommissi<m roles, including all the
attmdmt smctims. <Jurmm, Kurtis, Blask & Freedmm (OurmID) also filed in suppcxt of
Mrgan Stanley's petitim and additionally~ that we amend Sectim 24.813(aXl) and
(2) of the ConmiffiiOD's roles to clarify that the Icpoding requhanellf$ ofthese sectims apply
ooIy to those indirect interest holders who either (a) mid a magca'ity of the ownership intaests
or other direct controlling intaest in a holder of a direct attributable intelest in the applicant

9 S= 47 C.F.R § 73.3555 at note 2(g)(2).

10 S=NV~sCorntnems, dated October 14, 1994; Accel's Corntnems, dated October
20, 1994; and Capital Group's CormnelJ!s, dated November 21, 1994. Capital Group's
Comments were 18 days late. In the interest of considering a full record in this matter, we
are accepting Capital Group's Comments as a pennissible ex illite submission.
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<r (b) have a direct attributable dftst in an atity holding a direct cmtrolling interest in the
applicam.11

9. Accel states 1b8t limited ]B1naShips _ COl) IlJ01l1y med by institutimal investors
and will be an iIqxJItant vebicle fir finecinI PCS. Accel &elts that limited }81llerS in
such structures do not play a Il1IItaial role in die businesses in 'M1idl the partnerships invest,
and 1belcf(R should not hIM their indirect intaats in PCS licenses attributed. Accel agrees
with Morgan Staoley that eatain provisicms ofdie tmIdcast altributioo roles, modified as
sugested by Mfx8In StIn1ey, slxluld be iDccxpcnted into the PCS roles. Accel states that
these amendmmts will soften the ioprt of the JDJ1tiplicr mle. Without the Imdification
proposed by Mfx8In StIn1ey, Aa:cl states that limited~ will be detaled from
investing in PCS because AcceI's limited JB1ra's may otherwise face possible violations of
the Commission's Rules. ,Aa)e1 ques that this will especially harm PCS c:nttepreneurs since
they will rely 011 entities such a Aa:el fir the capital to acquire and build out systems.

DISCUSSION

10. Our PCS~ are designed to p'OIDOte four pimary goals: competitive
deliveJ:Y, a diverse array of services, rapid deployD.1a1t, and wido-area coverage.12 The ability
of PCS cmrallts to attract capital is esscmiaJ. to achieving these goals. In essence, Morgan
Stanley argues that our PCS attribution roles do not p'OIDOte this ability sufficiently. We note
that while promoting PCS investmeut is an iqxmnt PJb1ic interest COIDp(XlC:Dt of-our PeS
policies, our at1libutioo roles are desiJDCd pincipeIly to ooerate in aqunction with
ownership limits to maintain a competitive PCS industry.d The real questioo, 1herefm; is
whether treating institutimal investors 'di1fetently lJDdao our PCS at1ributioo roles will
improve investment incaJtives without unda:cutting those roles' pimary goal of serving as
anticompetitive safeguards. We aDSWa'that questioo affirmatively.

11 ~ o..mm lUquest fir Clarification of the MuI1iplier Rule, dated Decembc'l' 16,
1994.

12 S= Sg;ond Rqgt pi Ordcr. GEN Docket No. 90-314, 8 FCC Rat 7700 ('J 5)
(1993).

13 Sa=, c.a. Amcpimcnt af1ic C<mnmion's Rulrs to fSabliab New PersmaJ .
Cqnrnyniqtjgns Saviqa, 9 FCC Rat 5947 (1994); on recmsidcution. FCC 94-265, ~ 30
34, released Oct. 19, 1994.
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11. 'Ibis CII"I'i-ion mel oIhrr,....ary•• haYe kmg reooPzed a
distimiim between instituticDI inwstors and other investa:s.14 1bis results, in pm, because
the term "institutimal inwstors" idatifies a eategmy of inwstors that may be defined with
sc:mc pecisicn15 We ape with Mxaan SIII1Iey 1hIt instituticDI inveatas' nlllbt activities
ga..uy do nat miae the type of "cmtIol" __ thIt led 18 to adopt "brigbt line" PCS
auribudonlU1es.16 Indeed, _ recatly ameDtJed (D' IU1es in this regard to furtba' clarify
the definition of instituticml invest« under (Q' PCS lU1es and to panote such inwstors'
~ to save • m~ scuce of fundina fir desipted entity PCS
~.17 Modifying (Q' Dal'CM'bal and broedbmd PCS attribution tules in light of
~~ •• _.:.L _.u.=_1 MlftI~, _~ • regardin,
.............."~..J' S request IS c:aJSJstelK Willi (Q' 1IlUI~P"'''"'J' -.a recent actiong
institutimal itMstc:n. MnoYa-, _ beIieYe 1bIt 1heIe modifiad:ims will save .. an
~ IDCIDS fer enccuaaiaI iIae&1ed J8SM inwsb.wnt in PCS. Aa:mtiDgIy, we will
amem OW' PCS roles to: (1) a.eI•..-1ian attribi:i<D imulaRd limited~ intertsts
held by imtitutimal inwstms, subject to..invatms cstifyina to 1be Commission that
they are not materially involved directly <r indirectly in 1be managoilent cr opeiatian of the
carrier activities of the partnership;11 and (2) inaeasc from five to ten pcm:nt the level at

14 Sa;.~ 47 C.F.R § 73.3555 n.2(i) (reIa:xm treatment of institutimal itMstc:n under
broadcast aanlUion tule); 17 C.FeR § 240.l3d-l(bXIXii) (redlJa'Jd Iqnting l'equinmems on
certain imtitutimal itMstc:n under regulations implemeuting the Securities and Exchange Act
of 1934).

IS &c. '-iu 47 C.F.R § 24.~) (definition of institutional investor).

16 &c. u, Amendmmt of the Omniwm's Rub to Establish New Persmal
Communicatiom Scryims, GEN Docket 90-314,9 FCC Red 49S7, 5003 (1ft 10S-122) (1994).

17 ~ Itq)1emaJtaljm of Srrtim 309{j) of the CgnmJoialtiom Act - ConIJx:tjtiye
Biddiu&- Fifth Ml:mmandum Opinioo and Order, pp Docket No. 93-253, FCC 94-285, , 65 &
n.162, released November 23, 1994.

II The aitaia we· adOJX fir purposes of this oatificatim 1rack 1bose already in me in the
mass media context. &lc 47 C.FeR § 73.3555 Note 2(g)(2); Mcm;••Jdum~ and <kder
in MM Docket No. 83-46, FCC 85-252 (released June 24, 1985), • modified on
reconsideration in 1he lyfrm.wam <4Wim and Order in MM Doda:t No. 83-46, FCC 86
410 (released November 28, 1986). We recently sought COD1DJCIJt on 1he effectiveness of
these insulation aiteria in that context, as well as on existing differences between broadcast
and wireless teleconmunications services. &lc Rcyicw of til; Cgmrnjgjm's RcauJatjgns
Ggycmina Attri1Ntion ofBnpdgest Jntcrests, MM Docket No. 94-150, FCC 94-324, "26-36,
55 & n.110.
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which institutic:mal investm' PCS liceme ownership _ests will be attributed.19 We decline,
however, to adoJX the single JDIj<Xity sJ:Jaremlder exa:ptioo requested by Morgan Stanley.
We believe that such an exa:ptioo is unnecessmy to address the issues raised by Morgan
Stanley with respect to app1iaIticm of1be IIIJ1tipIia' to indirect institutic:mal inve.slmc21ts.
Mnover,~ do not beIiewe 1bBtsuch an exa:ptim is necesBy to enable PCS applicants to
attract capital fiom institutiooal iIwestas given the aIxJve.desa1Ded rmdificatioos to our
attributioo rules.

12. In additim, we cxmclude that institutimal investm wOO held limited pmnership
intaests pier to the adoptioo date of this order shall be ._ad me yC'Jll' from that date to
amend their limited JB'tnelShip agreements to comply with the insulation rules. During this
transitim period, atJected licalSeeS shall catify to the Commission that the limited partners
are not materially involved, dftdly or indirectly, in the IJ18I18IOlalt or operation of a PeS
licensee.

13. We have decided~ not to apply the multiplier rule to nationwide
narrowband PCS licenses grlDed under our pioneer preft'1'el1Ce rules pier to August 16,
1994, or to natimwide narrowband PCS licenses auctioned before August 16, 1994 (the date
00 which we adqXed the IB'I'OWbm:l PCS nU.tiplicr rule).~ As we noted in that order, we
do not believe it would be equitable to apply the multiplier rule to those licensees.21 In
keeping with that ratimale, however, we clarify that this exerqXion will expire with respect
to a particular interest in a liccose if in the future that exempt interest is transfe:rTed or
assigned to another entity.

19 CoosistcDt with this change, we clarify that for purposes of the reporting requirements
of section 24.813 of the Qmnission's rules institutic:mal investors are not considered
attributable investm in m appliamt unless they hold an ownership interest of 10 percent or
IJD'e in the applian. We will amend section 24.813 (aX2) to require applicants to report
ownership intaests held by institutional investors only if such ownership intaests are 10
percent or DUe.

20 ScltNmowbmd PCS MJ1tipliQ" Order, 9 FCC Red at 4522 n.l?

21 Id.

7



ORDERING CLAUSES

14. IT IS FURlHER ORDERED lHAT the pedtims fir recmsidclatim filed by
Mqan Stanley m~ 6 amd Octob« 7, 1994, in cu broedbend and narrowband PCS
proceedinp, respectively, ARE GRANIED to the extent ctisaBIed above.

IS. Accordingly, IT IS ORDERED that Part 24 of the Commismoo's Rules IS
AMENDED • specified in Appendix A, AND WILL BECOME EFFEC11VE immediately
upon ]XIblicatim in the Fedenl Rqpsta'.2Z

16. This actim is takm plDUmt to Sectioos 4(i), 7(a), 302, 303(c), 303(f), 30300,
and 303(r) of the Conmunicmms Ad. of 1934,. amended, 47 U.S.C. Sections lS4(i),
157(a), 302, 303(c), 303(f), 303(g), and 303(r). .

FEDERAL COMMUNICATIONS COMMISSION

tJL1~
Wtlliam F. Calm

Acting Secretary

22 Pursuam 5 U.S.C. § 553(d)(3), we conclude that "pxl aIJSC" exists to have the role
changes take effect immedi-.ely because a delay would not puvide applicants with sufficient
time to at1ract investms amd finalize their business plans for the upcoming broadband PeS
audiODS. Immcdiate itq)lcmelJtatioo of the role changes set fmh. herein also provides
applicants with the requDed cataiDty to proceed with their bidding and bJsiness strategies,
alleviating coocems about potential violations of our PeS ownership roles as a result of
institutiooal investments.
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Appeadh A: FIlIaI RaIes

Part 24 of Trtle 47 of the Code ofFedtnl Regulatims is amended to read as follows:

PARr 24 - PERSONAL COMMVNICADONS SERVICES

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

AUI1IORITY: 47 U.s.c. §§ 154, 301, 302, 303, 309 and 332, un_ otberwise Doted.

2. Section 24.101 is amended to read as follows:

§ 24.101 Multiple ownership l'IStric:tions.

(a) NarrowlBJd PeS licensees shall not have an ownership iotas in meR than three of the
26 channels listed in Sectim 24.129 in my geogrBJDc area. Fer JUPOSCS of this restriction,
a narrowIB1d PCS lic:cnsec is: (i) my institutima1 investcr, as defined in Sectim 24.72O(h) of
this Part, with an ownership inta'est of ten er IDOl'e percat in a narrowIB1d PeS license; and
(ii) any other persa1 er cmity with an ownership interest of five er DDe percent in a
nam>Wband PCS license.

(b) In C8S '\Were a party has indirec:t ownership, throu&b 2m iJarest in an inttrvening entity
(er entities) that has ownership in the narrowIB1d licmse, tbst indirect ownership shall be
attributable if the percattages of ownership at each level, multiplied together, equal five or
IlXR pcrcmt ownership of the nam>Wband PCS license, except that if the ownership
pcrcentage fer an interest in any link in the chain C«:eeds SO percat er represents actual
contro~ it shall be treated as if it wac a 100 percat intcrcst

EXAMPLE: Party X has a DCX1-<Xdrolling ownership iDtcI'est of2S~ in Company Y,
\W1ich in tum has a DCX1-<XdrolliDg ownership interest of 10 percaJt in Company 1., the
nam>Wband PCS licmsee. Psty ~s effective ownership intas in Company Z is Party Xs
ownmhip inta'est in Company Y (25 percat) times Company Y's ownership interest in
Company Z (10 percat). lbaefme, Party Xs effective ownership interest in Company Z is
2.5 pem:nt, and is n«~le.

(c) Notwitbstwadina J88IPPt (b) of this Sectim, the following interests shall not coostitute
attributable ownership interests fer JUPOSCS ofparagraJi1 (a) of this Section:

A limited pD1elsbip int.aest held by an institutimal investcr (as defined Section
24.72O(h) of this JBt)~ the limited paItna' is not materially involved, directly or
indirectly, in the DWl8gemtiJ1 or opaation of the PCS holmng, of the pIItIlerShip, and
the licensee so certifies. The aitcria \Wich would assure adequate insulatim fer the
plIlpOSCS of this catificatim require: (i) Prohibiting limited partllers from acting as
employees of the limited J*1nerShip if responsibilities relate to the canier activities of
the licensee; (ii) Baning the limited partlltb from serving as independent contractors;
(iii) Restricting comtlnmieatioo moong limited pu:tllers and the general partner


