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I applaud the COIMussion for designing a, program, that brings significant public benefit, while
enhancing ~he opportunity of the small entrep~neur to playa vital role in this wireless revol~tioJ1.

Of course, the <;OUlt'S recent decision is disappointing and disheartening for those of us who
have worked .long and bard to participate. The Commission is now faced with the difticitft
position of protecting the women & minority preferences., enswing additional delay and legal
challenge, 9C disregarding race and gender based preferences and moving ahead with size based
pteferences.

As time to market is critical to this entire business. any decision provoking delay is 'not viable.
Those of US who stood re~y to fJ.1e short foImS yesterday can still move ahead with the s~e
preferences,once envisioned·, if the criteria used is size raLher than race or gender. as most of us
are smaller,based businesses. Your original plan has allowed us Lo get in the dOOf. and beC0fTle
comfortable with larger strategic partners who will continue forward with us, given a tight time
.frame is maintained. Open the door to uncertainty, and all are sure to exit through it.

The following are characteristics of the current Designated Entity ("DE") auction that are most
critical to its success, listed, in the order of importance:

1) , Credibility: The preeminent qualification for any partner chosen in a situatio~ where
such partner must have control of the newly formed pes entity ("Newco") is credibility.
,While finClQ-cial enhancements such as bidding crediLs and favorable financing assist
Newco in being competitive against 'bc:tter funded competitors. no strategic partner will
place their asselS at risk with a DE who is not credible. It is unlikely tha~ any proposed
rule will impact the understanding of a common vision and relationship b~tween a DE
and the strategic: partner. However, those tenuous DE/strategic partne(' rela~ionships based
solely on the 'financial enhancements obtainable due to'the race or gender of a DE who
offers no other qualifications, will likely unravel if the benefits are substantially altered
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2) Time to Market: There are two components to this issue: how quickly l..he auction
starts and how quickly the licenses are awarded post auction. Similar to the credibility
of the DE, the credibility of the C band auction process is a major concern to all parties.
Given the delays that have occurred, including the current one announced on June 13,
1995, a concern is growing that the auctions will never begin. The reasons for delaying
the auction furthcr are irrelevant; to the e~lent the auction is postponed beyond August
2, 1995, the perception will ex:ist that there are significant problems with the entire theory
of the C band auction. This will cause even credible partnerships to dissolve, as the
delays both provide a competilive advantage to the cellular industry and the A and B
band auction winners and sources of potential funding are scared away by thc uncertainty.
The competitive advantage and funding issues both negatively impact me business case
for the C band license. Assuming the auction begins as scheduled, the next requirement
is the prompt awarding of the license to the auction winners. Long delay will facilitate
the entire process becoming enmeshed in litigation, slowing the delivery of any license.

3) Low Cost Financing: From a financial perspective, the ability to receive a license
financed 90% by the government at the 10 year treaswy rate, with interest only payments
for the first 6 years accomplishes two things. First, the interest is lower than otherwise
obtainable by a small entity whose initial minimum capital strUcture is 10% equityl90%
debt. This allows for both lower debt costs and a more aggressive leverage raLio than a
start-up small company would normally receive. The second benefit is the interest only
tenn which allows, in addition to the lower interest rate. higher cash flow to fund
operations and capital expenditures. While crcdible partnerships will proceed in most
cases. their chance at being successful is diminished as the need to obtain additional
capital to remain in business is increa.~ed, if the government limits the available debt
financing, increases the cost of such debt or accelerates the principal repayment schedule.

4) Bidding Credits: While the maximum bidding credits prOVide additional purchasing
power relative to others at the auction who do not quality for the same level of credits,
it has always been anticipated that each group would bid through their credits to a credit
adjusted bid price equivalent to the earlier A and B band auction. Therefore, relative to
thc prices per POP bid itl the earlier A and B band auction, the credits would not provide
a sub5tantial financial benefit. Additionally, from a valuation perspective, me price pee
POP does not have as great an impact on total value of Newco as other variables such
as penetration and ca'5h flow. To reiterate an earlier point, those DE's who obtained an
equity partner based on £he "value" of a maximum credit will likely not survive a change.


