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COMMENT SOUGHT ON SMALL BUSINESS SIZE STANDARDS

In accordance with a recent ruling by the Small Business Administration (SBA), the
Commission is seeking further comment on small business size, standards adopted for the
auction of Location and Monitoring Service (LMS) and Wireless Communications Service
(WCS) spectrum. This ruling is detailed in the attached letter from the Administrator of the
Small Business Administration. We seek comment on these issues for purposes of obtaining
SBA approval of the LMS and WCS size standards. This action will not affect the outcome
of the WCS auction or the payment obligations of WCS licensees.

The LMS auction is scheduled to begin on February 23, 1999. 1 In our rules for that
auction. we adopted small business size standards and associated bidding credits for LMS to
remove entry barriers and ensure the participation of small businesses in the LMS auction and
in the provision of serVice.2 We sought comment, in general, on small business size standards
for LMS. and one party commented on this issue. This commenter, Comtrak, recommended
that the Commission adopt two small business categories in the LMS auction: (1) a "small
business" category, for businesses with average gross revenues not to exceed $10 million; and
(2) a "very small business" category, for businesses with average gross revenues not to exceed
$3 million.3 Comtrak also recommended that the Commission rely solely on gross revenues,

I See Wireless Telecommunications Bureau Postpones December 15, 1998 Auction Date for 528 Multilateration
Location and Monitoring Service Licenses, Public Notice, DA 98-2246 (November 10, 1998).

2 Amendment of the Commission's Rules to Adopt Regulations for Automatic Vehicle Monitoring Systems,
Second Report and Order, FCC 98-157, , 20 (reI. July 14, 1998),63 Fed. Reg. 40,659 (July 30, 1998) ("LMS
Second Report and Order"). See also Amendment of Part 90 of the Commission's Rules to Adopt Regulations
for Automatic Vehicle Monitoring Systems, Memorandum Opinion and Order and Further Notice ofProposed
Rule Making, PR Docket No. 93-61, 12 FCC Red 13942, , 75 (1997) ("LMS Further Notice").
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and not the number of employees, for the purpose of determining an entity's eligibility for
small business incentives, as it has done in pr~vious auctions.4 None of the commenters
addressed capital requirements supporting the suggested small business thresholds.

The rules we adopted for LMS define a "small business" as an entity with average
annual gross revenues for the preceding three years not to exceed $15 million.5 They define a
"very small business" as an entity with average annual gross revenues for the preceding three
years not to exceed $3 million.6 Thus, in accordance with the Part 1· rules concerning

. competitive bidding, small businesses will receive a 25 percent bidding credit and very small
businesses will receive a 35 percent bidding credit.7

The WCS auction closed on April 25, 1997.8 In the expedited rulemaking proceeding
for this service, the Commission adopted tiered small business size standards and associated
bidding credits.9 The Commission took this action to ensure that small businesses have the
opportunity to participate in the provision of spectrum-based services, as required by Section
3090) of the Communications Act. IO The record in the WCS proceeding supported the
establishment of small business provisions. Several commenters urged the Commission to use
tiered definitions, with levels similar to those employed for broadband PCS. II As was the
case with LMS, none of the commenters discussed capital requirements supporting the
suggested small business thresholds.

4 Comtrak Comments at 5.

5 LMS Second Report and Order at , 20.

6 Id.

7 Id. See also 47 C.F.R. 1.2110(e).

8 WCS Auction Closes; Winning Bidders in the Auction of 128 Wireless Communications Services Licenses,
Public Notice, DA 97-886 (April 28, 1997).

9 Amendment of the Commission's Rules to Establish Part 27, the Wireless Communications Service, Report
and Order, 12 FCC Rcd 10785 (1997) at" 193, 194 ("WCS Report and Order"). See also Amendment of the
Commission's Rules to Establish Part 27, the Wireless Communications Service, Notice ofProposed Rulemaking
11 FCC Rcd 21713 (1996) at" 62,63 ("WCS Notice").

10 47 U.S.C. § 309GX4XD). See also 47 U.S.C. §§ 309GX3XB) and GX4XA).

II See Comments filed by Rural Telecommunications Group and Cook Inlet Region, Inc., and Reply Comments
filed by Total Telecommunications Services, Inc. For broadband PeS, a "small business" is defmed as an entity
with average annual gross revenues of not more than $40 million for the preceding three years; a "very small
business" is defined as an entity with average annual gross revenues of not more than $15 million for the
preceding three years. See 47 C.F.R. § 24.720.
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The Commission adopted the same small business definitions for WCS as it did for
broadband PCS. 12 Thus, it defined a "small business" as an entity with average annual gross
revenues for the preceding three years not to exceed $40 million. 13 The Commission defined
a "very small business" as an entity with average annual gross revenues for the preceding
three years not to exceed $15 million. 14 The Commission established bidding credits of 25
percent for small businesses and 35 percent for vet)l small businesses. IS

The SBA recently informed the Commission that the SBA is unable to approve the
LMS and WCS definitions because the Commission did not seek comment on specific small
business proposals in the LMS Further Notice and the WCS Notice. 16 See Section 3(a)(2)(C)
of the Small Business Act. Herein, we take this opportunity to solicit comments on the
specific small business size standards that we adopted for LMS and WCS. Comments are due
on or before January 20, 1999.. To file formally, parties must submit an original and four
copies to the Office of the Secretary, Federal Communications Commission, Federal
Communications Commission, 445 Twelfth Street, S.W., TW-A325, Washington, D.C. 20554.
In addition, parties must submit one copy to Amy Zoslov, Chief, Auctions and Industry
Analysis Division, Wireless Telecommunications Bureau, Federal Communications
Commission, Room 5202, 2025 M Street N.W., Washington, D.C. 20554. Comments will be
available for public inspection during regular business hours in the Wireless
Telecommunications Bureau Public Reference Room, Room 5608, 2025 M Street N.W.,
Washington, D.C. 20554.

Action by the Commission onJanuary 12, 1999.

For further information concerning this proceeding, contact Ken Burnley or Arthur
Lechtman, Auctions and Industry Analysis Division, Wireless Telecommunications Bureau, at
(202) 418-0660.

- FCC-

12 WCS Report and Order at' 194.

13 47 C.F.R. § 27.2IO(b).

14 [d.

IS 47 C.F.R. § 27.209.

16 See Letters to Amy J. Zoslov, Chief, Auctions and Industry Analysis Division, Wireless Telecommunications
Bureau, from Aida Alvarez, Administrator, Small Business Administration (December 2, 1998), atAttaehments
A and B.
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U.S. SMAL.L BU51NESS ACMINISTRATION

WAS"INOTON. C.C. aQ4l1

December 2, 1998

AmyZoslov
Chief(Acting). Wireless TelecommunicaDon Bureau
Federal Cormnunicatiaas Commiaion
202S M Street, NW. ~... Plaor
Wuhiftaton, DC 20554

Re: Request for Approval ofSmall Businea Size Standard - Competitive Biddiq Rules for VHF
Public Coast Service and I.ocatiCXl McaitoriDa S....

1hi5 is in response to your letter ofJuly 31, 1998, requ.tina Small Busin. AdmiDisuatioD
(SBA) approval ofsmaJl busmels size rtandards for use ill the auctionof1i~ tor die two c:aptiaa1lcl
services. The Federal Communication Commission (the Commission) adoptec:l the foJlowiq sa
standards fur bo1h serviceI:

• "Sinall BUflm.I" - cne with average aanuallfOSI revenues that do not exceed
S15 miJlion fiJr the Precectina 3 yan.

• "Very SIDIll Busineu" - OM wi1h averaae...JI'OII reYeDuat 1bat do DOt
exceed S3 miDiao far the prew'iaa3 ywIII.

• "SmaB Busjne'" Coaaortium" - a~ orpniDiIioA formecl ..a.
venture between or amana mutually-iDdepedent busines. firms, eIdl ofwbich
indiviclua11y satisfies the cWiDitiOIl of& small buIiD••

SBA's dedsio..:

The SBA ........,. apPNftl the size I1aDdardI fbr use in the Marldme CD...........
. Public Coat VHF Stadou (VPC) aueticla A1caa wi1hyvur l.acryou pn:Mded capieI ofdle '11tinI
Ripon andOrder f1IIdMattJI'tIIIIlwIt 0pInbr QIIIlOrtar to....with the relI\'IIIt CDftIMIL'
rect"lved on your propoal1D adopt • 51' miIJion liae.t8ncIIrd b small b.... IDd & S3 mill!- size
standard for VCI)' small busineu. Your stat!'11Io provicIecI supplemeatal iJdbnnaIiaa ClIl1lUl..w:.10
the Office ofSize StBndards lit a meetina ClI1 October II, 1991. when 1bey exp1liDecl your bais far
selectin& these size standards. Accordina to yoursd \'PC is a very smaD spectnIm IDd1M iDduIUy
consists primarily ofvery small businesses. Commeaten suPPorted~ staDdards.1bGuIbDOt"
specifically. and one supported tierecl size stIDdardI, IimiIar10'"UI8d inok... To be
consistent with the size smndards estIblished tor other SII\Iices IIIOCiIted with "
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small specttUms (e.g., 800MHz Specialized Mobile Radio (SMa) Services and Interactive Video and
Data Services), you selected the lowest size stmdards estIIbli$bed. by me Commission for any service.
We agree that the lowest size standard established by the Commission are appropriate for VPC.

The SBA de. 80t approve me size mndan:II ibr use in the LoadeD Monitorial Senke8
(LMS) auction. SectiCln 3(a)(2XC) oftile Small Business Act requins 1bat '"Unless specifically
authorized by statute, DO PederIl department or apnc:y may prescribe a size standard for eateaorizinl a
business concem as a small butineu concem. unI•• such proposed size standard - (i) is proposed
after an opportunity Cor public DOIice and comment;" Neither meF,tkraJ Reglst6r notice or the
~{emorandum OpinloJl and Ordn-lIJId~"""NotJce ojPropo,edRule MaIdng (adopted
August 28. 1997 mel released September 16. 1997). for die LMS auction. proposed any spocific size
standards; rather, mey merely contained a geon description olthe subjects and issues involved. A
general description does not satisfy the requirements ofthe Small Business Act for a "proposed size
standard" offued for public comment.

Your letter explained why the Commissioo adopted these size standards. With the letter were
copies of the SecondRIpon andOrt:kr topther with the relev1Dt COII1ID8l1I received to your proposal
to establish biddina c:redi18 for small business. To supplemlllt this intormatian and to further suppott
adopting these standards. members ofyour sta1fmet with the Oftice of Size Standards on
October 1. 1998. They explained dlat you had compared 1he size standards established for other
license areas. particularly 1be &00 MHz and 900 MHz SMll SeMcea and for BroadblllCi Personal
CormnWlic:ations SerYi<:es (PCS) Accordina to)'QUl'~ 1be teehnoJoay for LMS has some
similarities with the 800 MHz and 900 MHz SMa. Services. and the site and equipment costs for these
three services are about the same. They 11&0 stated thai Bl'OIdbII1d PCS. widl a higher size~
has capital costs that Ire substantially higher thaD for LMS.

Although public comments supported the establishment of tiored size SWldards for small
business and very small business. we lack IIIthority to~ the LMS special size stIDdatds.

We are pleased to assist you iD this proceIiS, Idd Ire hippy to work with you lad the
Conunission 10 assist smsl11maiDea.. Ityou have lIlY q18ticnl Oft tbiI 111"or need Idditioaal
Illfomwion conceminS size standards. pleue coatIct Guy Jackscln. AIIistmt Administrator for Sire
Standards. at (202) 205-6618.

Sincerely.

~
AidaAlvanz
AdministnllOl

cc: Dr. Richard 1.. Hayes

--
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U.S. SMAL.L BUSINESS ADMINISTRATiON
WA8HlNQTON, D.C. 20."

l>ecember 2. 1991

Amy 1. ZoIlov
Cbief(Aetina). WitIIaI Telecommunie:ations B....
Federal CommuniGltiaal Camaniaioa-"
2025 M Street, N.W.
W~DC205~

Re: The PCC'. RequeIt for ApptovaJ ofSma1I BUlin•• Siza S1IndardI- Competitive Biddina
Rules for the foUowina au"":

BlOIdblDd Personal Communicadcas SKYiCII (C. D, II IIld F Bloc:b)
wu.r. CommunieaticN ShOll
Nmawbllld PCS - PhaH m
p..ma Sncal ,

!
Dear Ms. Zoslov:

Thia letter I"IpO'¥k. ia p8R, to your requtltl ot'YIr I, 1997, aad ofAUIUIt 2'7, 1991, that the
U.S. Small Businell AdminiItraliaD (IBA) IpJ)I'OYt (1) 10 I11III1 busin_ size I1IndIrdI prapoHcl by
the Federal CommuniCl1ianl Commiaian ("tbI CommiIIian") IIld (2) a VWJ .mall bUliD•• eatepy
to the scheduled re-lUCticm ofBroadband C Block. Thi. letter speciftcal1y IddreueI the Imal1 buIMI
size standards the CommissiOl\ adopted fbr BfOIdblndhnoaal Communicaticma (PeS) SeMOli (C­
D, E and F Blocks), WirtJ.. Communicationl s.w.1IIdPIIiDa Servica, lad propasecl fbr
Narrowband PCS - PbIIem Whh tbilletIIr, tbIrefbre. SBA bII provided1be Commiaian with a
decisian on its req-*! Iize ItIDdardI fbi" III sptGU'umI addreued in.)'OUr Mar', 1991, lea..

A. 8road CDIIIIII_cadou ...... (C, D, I: ad r 1IIGcka)
Winleu C tc s.n-Iaa '
N PCI- I'IM

Por BroadbInd PCS ad Wnl..CommuaicatiaaI snCII the CommiItiaD adaptid ad..
Narrowband PeS - Pbue mit propaIICIatwu-tiered cIetIaidoD orSIDIII~." • fbUowI~

• a small busm- ill III en1ity 1ha&, .....wi1b ill eMli__..... 0l1lltiti.1bIt
hold inter. ift IUCh entity and their "iltll. hal awraae IftftUlllI'OIIl'IYIftl* thIt
are not more tbID S40 mi11ica for the prlCedina3 ytII'I.
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Arrt1 J. Z4IIov

• S15 miUiaft b 1118 pncedina 3 )'till.

• S3 milUoB Iv1M JR1*tin13 ,.,..
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• "!millBulin_ CanIartium"-.~ orpni.zaIicm lamed. ajoiat
VIIIIUnb-.. or amona mutualIy-iDdtplndet bUIlD•• tkmI,lIIlh olwhids
iDdMduIIJy llilft...ddnitiaDofa imIUbuIi-_, .

AJlllllIMIl:

SBA apptOWItbe liM..... reqUIItN b' UI8 ill 1hIt IIICdan. n....tIIlduda ......
by the Commiuicxl nit an~ reaardiIIIlPIatrUIIS cllatlcwildclIIlCI1Iut capital
requiremena far PIIiDI·S.m.. '1'ha ConimiIIiaD IOUIbt 00IftINIdI OIl the capitll requiraft-. of
the PaPa service ill campaziIaD to om. wlrel-. ..w.lDd"whIdw smallbuam-...bini..
to entry into paaina..mce bued anllak of__ to CIPitaI. Commaa v.w!om'" MvocaUna
no credits to thase IdvocaUna blahlf cnditl. 'l'he CommiuJal c:aacluded that there ..pauibly
siPmcam capital COlli, IDd 1bat .uah barrierl do exiIt. n.CoaIIniuioft therefore 1dopteeI1b8
proposed size staDdlrdllDCl creditl, that are ..1liiie • SBA IIPPI'CMMl tbr 11M ill _ 900 MHz •
Specialized Mobile Radio (SMll) iervicIIauetian. W. COILCIua !om tbII intormatian that b 1biI
audian thes. small b _ de8Di1icmlarelCCll*b1e. ~.Me liD .tlDdardlare ocmaiatmt
widl1hole we haw 1PPfCMMl far odwr.........u the 100MHz SMa IJId Phate II
220 MHz.

W. Itt p1eMeci" __you ill1hia~ 1IId bIpw II' work wi.,,*_1M
CommiaiaD to ""t IIDI1l bUlinll Ityou~ lIlY q elltiI..-or.... addltianll
iDformatian concemina liM pltut oontICt OIlY M. 1 AIIiIiIal AdmiaiItntDr far
Size Stllldarclt, It (W) 205-6611.

or. Ma. C....iDe J. s.dovII
HcnorIblal..w. GIowr
Dr. 1ticbIntL s.,.
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