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The American Mobile Telecommunications Association, Inc. ("AMTA" or
" Association"), in accordance with Section 1.429(g) of the Federal Communications Commission
("FCC" or "Commission") Rules and Regulations, respectfully submits its Reply to certain
matters raised by Nextel Communications, Inc. ("Nextel") in its Opposition to AMTA’s Petition
for Reconsideration in the above-entitled proceeding.! As it did in that Petition for
Reconsideration, the Association again urges the Commission to resolve the outstanding issues
relating to the regulatory framework of the "lower 80" Specialized Mobile Radio ("SMR")
channels and the 150 General Category frequencies expeditiously so that licensing can begin

again in these bands.

I. THE FCC’S EXPERIENCE TO DATE DOES NOT SUPPORT THE CONCLUSION
THAT INSTALLMENT PAYMENT PROVISIONS ARE UNWORKABLE.

1. AMTA’s Petition urged the Commission to retain installment payment provisions for the
lower channel auctions. It advised the FCC that the Association’s small business members
uniformly identified installment payments as the most critical factor in permitting them to
compete successfully in auctions, and enumerated the practical impediments encountered by
small businesses in securing financing for spectrum acquisition purposes. AMTA also reminded
the FCC that, contrary to the agency’s experience with a small number of PCS C Block
licensees, there had been few, if any, problems in administering the 900 MHz SMR installment
payment program, a program that resulted in the acquisition of 900 MHz geographic
authorizations by a number of qualified, small business licensees. In fact, those 900 MHz
licensees contributed significantly to the FCC’s ability to claim successful small business

participation in its auction process.

! Second Report and Order, PR Docket No. 93-144. FCC 97-223 (rel. July 10, 1997)
("Order").




2. Thus, contrary to Nextel’s assertion that AMTA has ignored the lessons learned from
previous auctions regarding the efficacy of installment payments, it is Nextel that has
mischaracterized their impact on the auction process. There simply is no evidence to support
Nextel’s claim that the availability of installment payments "create[s] an incentive to bid
irresponsibly, encourage[s] speculation or result[s]s in spectrum warehousing" as a general
matter.? Those problems did not occur in the 900 MHz SMR auction, and are not likely to
arise in the 800 MHz context. Rather, retention of the installment payment program would be
the single most useful action the FCC could take to enhance the ability of small businesses, in
particular small business incumbents on those frequencies, to acquire the geographic right to
frequencies on which they operate already. AMTA urges the Commission to fulfill its statutory
obligation to promote meaningful small business participation in its auction process by including
provisions for installment payments in the 800 MHz lower channel auctions.

II. AN EA LICENSEE’S RETUNING OBLIGATIONS MUST INCLUDE PROGRESS
PAYMENTS.

3. In response to a request for clarification in a Petition for Reconsideration in this
proceeding, Nextel’s Opposition states that there is no support for the proposition that
geographic-based Economic Area ("EA") licensees be required to make progress payments to
retuned incumbents. Instead, Nextel claims that the issue should be left to be negotiated by the
parties.’

4. AMTA strongly disagrees to the extent Nextel’s statement reflects that company’s

2 Nextel Opposition at p. 6.

* Nextel Opposition at n. 25.



position regarding an EA licensee’s retuning payment obligations even if no agreement is
reached during the one-year voluntary negotiation period. Indeed, the Association finds that
position entirely inconsistent with Nextel’s previous assertions that retuning can be accomplished
easily and essentially transparently to both the retuned incumbent and customers of the system.
5. AMTA agrees, of course, that no specific retuning obligations should be imposed on EA
licensees during the initial one-year voluntary negotiation period. During that year, both parties
are free to come to any mutually agreeable arrangement on the economic, technical and other
aspects of their negotiations. However, once incumbents enter the second-year mandatory
negotiation period or even the subsequent involuntary retuning period, the rules must provide
for periodic retuning payments by the EA licensee if they are intended to maintain some measure
of balance in the rights and responsibilities of the parties.

6. Under Nextel’s approach, an EA licensee could effectively "starve" an incumbent into
agreeing to an otherwise unacceptable retuning proposal. The costs of retuning a system may
be substantial, particularly if, as the FCC has suggested already, a "seamless" transition can be
effected only by building a new, essentially duplicative system that will operate simultaneously
with the system being retuned to avoid service disruption until the migration process is
completed.* The cost of building and operating two systems could be prohibitive, particularly
in conjunction with the other expenses involved in retuning an entire customer base. In
AMTA'’s opinion, the EA licensee should be responsible for paying all such costs as they

become due, and perhaps even for establishing an escrow account against which the incumbent

* First Report and Order, Eighth Report and Order, and Second Further Notice of Proposed
Rule Making, PR Docket No. 93-144, 11 FCC Rcd 1463 at § 79 (1995).
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can draw to pay those obligations. The incumbent certainly should not be expected to spend his
own money to retune his own system for the benefit of an EA licensee, with only a promise for
repayment at some future date.

7. AMTA believes that Nextel’s interpretation of an EA licensee’s obligations cannot be
reconciled with the FCC’s admonition that the retuning process be essentially seamless.
However, because there apparently is disagreement on that point, AMTA urges the FCC to

clarify this aspect of its rules in unambiguous terms.
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