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February 20, 2015

Marlene H. Dortch

Secretary

Federal Communications Commission
445 12" Street, SW

Washington, DC 20554

Re:  Expanding the Economic and Innovation Opportunities of Spectrum through
Incentive Auctions, GN Docket No. 12-268; In the Matter of Updating Part 1
Competitive Bidding Rules, WT Docket No. 14-170.

Dear Ms. Dortch:

On February 18, 2015, Joan Marsh, Tom Lowe, Terry Chevalier and Michael Goggin of
AT&T Services, Inc., and Allan Ingraham of Economists, Inc. met with Roger Sherman, Jean
Kiddoo, Margaret Wiener, Eliot Maennner, Craig Bomberger, and Gary Michaels of the Wireless
Telecommunications Bureau to discuss the AWS3 Auction and implications for the above
referenced proceedings.

AT&T noted that the recent AWS-3 auction was very competitive and very successful.
The auction was open, with no set-asides or reserved spectrum, and was robustly competitive.
Moreover, the success of Dish’s DE’s who together won more licenses than any other bidder,
indicates that set-asides and reserves are not needed—new entrants and smaller bidders can win
nationwide spectrum in an open auction.® The success of the auction is due in large part to the
“open competition” procedures the FCC used and the way it managed the bidding process while
the auction was underway.

During the conversation, AT&T discussed the attached presentation, analyzing in part the
bidding activity in Auction 97 and suggesting ways to improve the auction procedures and
competitive bidding rules in light of the lessons from Auction 97.

First, the Commission should eliminate or reform joint bidding agreements. Entities that
wish to coordinate their bidding in an auction should instead apply to form bidding joint
ventures. In Auction 97, Dish, together with two newly formed entities in which Dish holds an
85 percent equity interest, engaged in a scheme in which they placed double or even triple bids
on numerous licenses throughout the auction. This allowed the Dish entities to accomplish a
number of things. First, by combining their bidding units, they were able to exert more buying

! Indeed, T-Mobile’s claims that it was outbid by Verizon and AT&T in Auction 97 doesn’t square with the data. T-
Mobile won 151 licenses, and was outbid for 210 licenses on which it had been the previous high bidder. In 155 of
those 210 cases, T-Mobile was outbid by a DE.



power than any other applicant because they could deploy approximately 400 million more bid
units than any other applicant was permitted to hold. Second, they could “park” auction
eligibility and simultaneously reduce their bid exposure. By “stacking” bids on licenses, they
could place up to 3 bids on a single license (nominally keeping the bid units for each bid
“active,”) while only being at risk to have to actually purchase the license once. By using this
“stacking,” the Dish entities were able to “stash” bidding units. While other participants had to
use 80 percent of the bidding units in each round of stage one, the effective activity level for the
Dish entities was just over 50 percent. An additional benefit to the Dish entities was to sow
confusion among its competitors by projecting “shadow demand.” In round 16, for example, the
Dish entities placed almost $30 billion in bids (while their actual potential exposure was roughly
$12 billion). These “insincere” double and triple bids created the illusion of an additional $17
billion worth of demand.

The Commission’s activity rules were designed to encourage “sincere” bidding by
requiring bidders to deploy their bidding units early on in the auction, so other auction
participants could accurately gauge demand and engage in “price discovery.” The Dish entities’
bid-stacking conduct distorted this market data. Virtually all of the unfair advantages the Dish
entities were able to gain through gaming the joint bidding rules arise from the fact that there
was, as a practical matter, a single bidding entity acting through three separate applicants (and
therefore able to control three sets of bidding units, to place multiple bids on individual licenses,
park eligibility, reduce exposure and distort market signals by creating shadow demand.) By
eliminating joint bidding agreements and requiring instead that parties who wish to coordinate
their bidding apply to form a bidding joint venture, the Commission could largely prevent this
sort of gamesmanship. A bidding joint venture would bid as a single entity, could hold no more
bidding units than other bidders, could place only one bid per license and would be subject to the
same activity rules as other bidders,

AT&T also noted that the DE rules should be carefully reviewed. The DE rules were
designed to provide opportunities for small businesses to participate in the wireless business.
Even if Dish has a “non-controlling” interest in its DE’s, it seems likely that the more than $3
billion in federal subsidies its DE’s have claimed would benefit their 85 percent shareholder.
And in any event, it is odd to consider any entities that can spend $ 10 billion in a single auction
to be “small.” The FCC should review its DE rules and make appropriate changes to ensure that
the small business subsidies the DE program provides flow to the small, independent businesses
they were intended to benefit.

In accordance with Commission rules, this letter is being filed electronically with your
office for inclusion in the public record.

Sincerely,

S

Joan Marsh



CC:

Roger Sherman
Jean Kiddoo
Margaret Wiener
Eliot Maenner
Craig Bomberger
Gary Michaels
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