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Reply Comments of
Crown Castle USA, Inc.

Crown Castle USA, Inc. hereby submits its reply comments in the above captioned

proceeding.! The Commission has requested comment on several questions, including whether

granting relief to high bidders in Auction No. 35 under the options detailed in the Notice would

promote or disserve the public interest objectives stated in Section 309(j) of the Communications

Act? The comments filed in this proceeding paint a stark picture of the deleterious effects of the

financial liabilities that high bidders in Auction No. 35 have incurred.

Crown Castle USA agrees with the overwhelming majority of the commenters that the

Commission should proceed as expeditiously as possible to refund the balance of the down

payments.3 Further, Crown Castle USA supports the suggestion made by the Commission and

endorsed by commenters that high bidders with multiple applications should be allowed to

Crown Castle USA, Inc. is the domestic United States operating division of Houston, Texas-based Crown
Castle International Corp. Crown Castle International Corp. develops, owns, and manages shared infrastructure
facilities such as towers and rooftops for wireless telecommunications and broadcast services in the United States,
the United Kingdom, and Australia.

47 U.S.c. 309(j)(3) through 309(j)(3)(E) directs the Commission to implement safeguards to protect the
public interest in designing systems for competitive bidding of licenses. Such safeguards include provisions to
promote the rapid development of new technologies and services, promote economic opportunity and competition
through disseminating licenses to a wide variety of applicants, prevent unjust enrichment by any party, and ensure
efficient and intensive use of the electromagnetic spectrum.

CTIA comments at 4. T-Mobile comments at 2. Cook Inlet comments at 5.



selectively opt out of some licenses while choosing to retain their rights in other licenses.4 Crown

Castle USA also urges the Commission not to penalize high bidders who may choose to

relinquish some or all of their applications by barring the bidder from participating in future

auctions for a period of time.

Crown Castle USA agrees with the Commission's observation that the outstanding

liabilities for Auction No. 35 limit the availability of capital that high bidders currently need to

improve and upgrade their existing networks, which are increasingly degraded by continued

growth in subscriber numbers and minutes of use.5 Throughout the current prolonged and

unconventional withholding period associated with Auction No. 35, high bidders have been

precluded from utilizing their licenses - yet they still bear a substantial financial liability while

the courts are resolving bankruptcy and other questions. In addition, the economic sector that

supports wireless service providers in expanding and upgrading their networks, of which Crown

Castle USA is a part, is suppressed by the inability of high bidders to allocate resources to

upgrade or expand their networks. Neither result is consistent with the FCC's auction mandate at

47 U.S.C. 309(j)(3) through 309(j)(3)(E). Crown Castle USA believes that the collective

financial obligations from Auction No. 35 on high bidders undermine Congress's objectives for

"ensuring that new and innovative technologies are available to the American people.,,6

4 Leap Wireless comments at 5. Cellco (dba Verizon) comments at 8. CTIA comments at 4.

"This ... liability negatively impacts consumers by impeding the rollout of new technologies and also
negatively affects workers." (Verizon comments at 8.) "Given the current state of the telecommunications sector, the
Applicants require flexibility to focus on improving their existing networks and investing in new advanced
technologies and services, such as T-Mobile's work with Starbucks Corporation to install WiFi (802. 11b) hotspots."
(T-Mobile comments a 6.) "Because of the contingent nature of the Auction 35 liabilities, it is nearly impossible for
applicants to engage in prudent business planning and risk assessment. As a result, capital spending to build/upgrade
facilities and towers, expand/enhance services, and purchase new equipment is retarded." (Cingular comments at 6.)

6 47 U.S.C. 309(j)(3)(B)
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A. Granting relief to high bidders benefits all ancillary sectors of the
telecommunications industry and consumers because it promotes deployment of
wireless services.

The total liability that high bidders in Auction No. 35 face exceeds $16 billion. Since

Auction No. 35 was concluded, wireless service providers and equipment manufacturers have

lost in excess of an estimated $850 billion in market value and have shed over 250,000 jobs

during the timeframe (January 2001 - September 2002).7

Crown Castle USA and its tower-company competitors have witnessed first-hand the

results of the capital constraints that wireless service providers are facing. 8 Providers have

dramatically curtailed their resources for expanding, improving, and upgrading their networks.

For Crown Castle USA, the result is manifested in a steep drop in the number of radio base

stations and antennas that service providers have been adding to existing tower facilities and

rooftops. As a result, Crown Castle USA recently reported it had reduced its own workforce by

25 percent.9 While the momentous dislocations across the telecommunications industry have

occurred for reasons far beyond the realm of Auction No. 35, the fact remains that the $16 billion

aggregate liability shared by the high bidders is cutting off much-needed oxygen from the

economic furnace of the wireless industry. Given the dire need for immediate relief by the FCC

licensees and the rest of the telecommunications industry generally, the Commission has an

opportunity to interject a meaningful measure of economic stimulus by granting relief to the high

Letter from the Cellular Telecommunications & Internet Association, the Computer & Communications
Industry Association, the Electronic Industries Alliance, the Information Technology Industry Council, the
Telecommunications Industry Association, TechNet, and the U.S. Chamber of Commerce sent to President George
Bush, September 16,2002.

See 2002 second quarter reports of Crown Castle International Corp., SpectraSite Communications, Inc.,
SBA Communications, Inc., and American Tower Corp. showing rate of collocated "antenna adds" reduced by fifty
percent.

Dow Jones Business News, October 11,2002, referring to Crown Castle International's (CCI) filing with
the SEC.
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bidders that would afford wireless service providers the financial flexibility to continue to

upgrade their networks and serve the public.

B. Granting Relief To High Bidders In Auction No. 35 Would Not Denigrate The
Integrity Of The FCC Auction System.

Crown Castle USA maintains that the Commission will not fulfill Congress's objectives

for fostering the development of a vibrant industry if its focus is on recouping the full amount

committed by high bidders in Auction No. 35. As the FCC has pointed out in the Notice, under

current economic conditions, high bidders cannot both pay for their auctioned licenses and

develop products, networks, and delivery systems required to deploy them. Without economic

relief for the industry, another round of bankruptcies or insolvencies will not only impair the

"efficient and intensive use of the electromagnetic spectrum" envisioned by Congress in 47

U.S.c. 309U)(3)(D), it would also likely limit the number of participants in future auctions.

Conclusion

For the foregoing reasons, Crown Castle USA recommends that the Commission take

expeditious steps to provide relief to high bidders of Auction No. 35.

Respectfully submitted,
Crown Castle USA

Sheldon oss
Director, Government and Industry Affairs

2000 Corporate Drive
Canonsburg, PA 15317
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