
\ *  

@I ”4, YO. PUBLIC NOTICE 
Federal Communications Commission 
445 12‘~ Street, sw 
Washington, DC 20554 

News Media Information: 2024180500 
Internet: http:/hww.fcc.gov 

ITY 1-666-635-5322 

DA 06-238 
January 31,2006 

AUCTION OF ADVANCED WIRELESS SERVICES 
LICENSES SCHEDULED FOR JUNE 29,2006 

COMMENT SOUGHT ON RESERVE PRICES OR MINIMUM OPENING BIDS 
AND OTHER PROCEDURES 

AU Docket No. 06-30 

Comments Due: February 14,2006 

Report No. AUC-06-66-A (Auction No. 66) 

By this Public Notice, the Wireless Telecommunications Bureau (“Bureau”) announces the auction of 
Advanced Wireless Services (“AWS”) licenses in the 1710-1755 MHz and 21 10-2155 MHz (“AWS-1”) 
bands.’ The competitive bidding for AWS-1 licenses is scheduled to commence on June 29,2006. 

As described in more detail below, the Bureau proposes to include all 1,122 AWS-1 licenses in a single 
auction using the Commission’s standard simultaneous multiple-round (“SMR”) auction format. This 
auction will be identified as Auction No. 66. This type of auction offers every license for bid at the same 
time and consists of successive bidding rounds in which eligible bidders may place bids on individual 
licenses. A bidder may bid on, and potentially win, any number of licenses. Bidding generally remains 
open on all licenses until bidding stops on every license. 

Reply Comments Due: February 28,2006 

’ AWS is the collective term used for new and innovative fixed and mobile terrestrial wireless applications using 
bandwidth that is sufficient for the provision of a variety of applications including those using voice and data (such as 
internet browsing, message services, and full-motion video) content. See Service Rules for Advanced Wireless 
Services in the 1.7 GHz and 2.1 GHz Bands, WT Docket No. 02-353, Report and Order, 18 FCC Rcd 25162 (2003) 
(“A WS-I Service Rules Order”); modified by Service Rules for Advanced Wireless Services In the 1.7 GHz and 2.1 
GHz Bands, WT Docket No. 02-353, Order on Reconsideration, 20 FCC Rcd 14058 (2005). Although AWS is 
commonly associated with so-called third generation (“3G”) applications and has been predicted to build on the 
success of such current-generation commercial wireless services as cellular and broadband Personal Communication 
Services, the services ultimately provided by AWS licensees are limited only by the Fixed and Mobile designation of 
the spectrum allocated for AWS and the service rules adopted for the bands. In addition to the spectrum located in the 
1710-1755 and 2110-2155 MHz bands, the Commission bas proposed services rules for spectrum in the 1915-1920 
MHz,  1995-2000 MHz, 2020-2025 MHz and 2175-2180 M H z  bands (“AWS-2”) and has allocated an additional 20 
MHz of spectrum (at 2155-2175 MHz) for AWS. See Amendment of Part 2 of the Commission’s Rules to Allocate 
Spectrum Below 3 GHz for Mobile and Fixed Services to Support the Introduction of New Advanced Wireless 
Services, including Third Generation Wireless Systems, ET Docket No. 00-258, Eighth Report and Order, Fifth Notice 
of Proposed Rulemaking and Order, 20 FCC Rcd 15866 (2005). See generally ET Docket No. 00-258 and ET Docket 
No. 95-18. 
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In the alternative, the Bureau seeks comment on the feasibility and desirability of allocating the AWS-I 
licenses among two auctions, run concurrently,’&th one of the auctions using the standard SMR format 
and the other using the Commission’s package bidding format (“SMR-PB’)). Under the Commission’s 
package bidding rules, bidders can place bids on any groups of licenses they wish to win together, with the 
result that they win either all the licenses in a group or none of them. The Bureau seeks comment on the 
feasibility and desirability of this alternative, noting below that while package bidding may offer potential 
advantages, there are also drawbacks that should be considered.’ 

Also as described more fully below, this Public Notice proposes an aggregate reserve price to implement a 
Congressional mandate to recover relocation costs for government incumbent operators in the lower (1710- 
1755 MHz)  AWS-1 spectrum band.’ By law, the Commission cannot conclude any auction of statutorily- 
defmed eligible frequencies if the total cash proceeds attributable to such spectrum are less than 1 10 
percent of the total estimated relocation costs of eligible federal entities assigned to the frequencies? The 
lower half of the frequencies covered by AWS-1 licenses, 1710-1755 MHz, are eligible frequencies? 
Accordingly, the Commission will cancel the auction(s) if the winning bids net of applicable discounts at 
the end of bidding that are attributable to such spectrum are less than 110 percent of the total estimated 
relocation costs! 

This Public Notice also seeks comment on the Bureau’s proposal to withhold certain information on bidder 
interests, bids and bidder identities that typically has been revealed prior to and during past FCC auctions. 
The proposal is made in response to analysis suggesting that under certain circumstances the 
competitiveness and economic efficiency of a simultaneous multiple round auction may be enhanced if 
such information is withheld until after the close of the auction. This proposal would apply only to an 
AWS-1 auction using the S M R  auction format. 

Finally, this Public Notice seeks comment on a variety of other auction-specific procedures. The 
Commission routinely seeks comment before each auction on many of these procedures. In addition, 
pursuant to recently adopted changes to the Commission’s competitive bidding rules, this Public Notice 
also seeks comment on three new procedures. Specifically, as discussed in more detail below, comment is 
sought regarding the appropriate amount of interim withdrawal payments; the appropriate amount of the 
“additional portion” of default payments; and an appropriate mechanism for apportioning package bids 
among individual licenses comprising a package, when needed. 

I. 
The 90 megahertz of spectrum in the AWS-1 band consists of 1,122 licenses: 36 Regional Economic Area 
Grouping (REAG) licenses, 352 Economic Area (EA) licenses, and 734 Cellular Market Area (CMA) 
licenses.’ 

LICENSES TO BE OFFERED AT AUCTION 

* We note that, in the event the Bureau decides to offer the AWS-1 licenses in two auctions, the second auction would 
be assigned a separate auction number, which would he announced in a future public notice. 

See Commercial Spectrum Enhancement Act, Pub. L. No. 108494, 118 Stat. 3986, Title I1 (2004) (codified in 
various sections of Title 47 ofthe United States Code) (“CSEA”), 5 202 (codified at 47 U.S.C. 5 923(g)(2)). 

Id., 5 203@) (Section 203@) amended Section 3096) by adding at the end a new paragraph (15)). 

Id., 5 202. 

Id., 5 203@). 
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’ The CMA licenses consist of both Metropolitan Statistical Area (MSA) and Rural Service Area (MA) licenses. 
MSAs and RSAs were originally used to license cellular service. 47 C.F.R. 5 22.909. The Commission refmed and 
used these areas for licensing the lower 700 MHz band. 47 C.F.R. 5 27.6(~)(2). For purposes ofthe 1710-1755 and 
21 10-2155 M H z  bands, the Commission stated that it will use the same MSAs and RSAs used for licensing the lower 
700 M H z  band. A WS-I Service Rules Order, 18 FCC Rcd at 25176 11.83. CMAs cannot be combined to form EAs 
because several CMAs cross EA borders. 
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License Descriptions. The following table describes the AWS-1 licenses: 

A 1710-1720 I 2110-2120 20 M H Z  CMA 734 

I D I 1735-174012135-2140 1 1OMHz I REA6 I 12 I 

B 1720-1730 I2120-2130 20 M H Z  EA 176 

The AWS-1 licenses available at auction are also listed in Attachment A of this Public Notice? 

Incumbency ZssuedSpectrum Relocation Fund. The lower half of paired frequencies for AWS-1 licenses, 
i.e., 1710-1755 MHz, is spectrum covered by a Congressional mandate that requires that auction proceeds 
fund the estimated relocation costs of incumbent federal entities! Specifically, the Commercial Spectrum 
Enhancement Act (“CSEA”) established a Spectrum Relocation Fund (“SRF”), to which the cash proceeds 
attributable to “eligible frequencies” in an auction of licenses involving such frequencies would be 
deposited.” 

In addition to requiring that specified auction proceeds be deposited in the SW, CSEA prohibits the 
Commission from concluding any auction of eligible frequencies if the total cash proceeds attributable to 
such spectrum are less than 110 percent of the estimated relocation costs provided to the Commission by 
the National Telecommunications and Information Administration (“NTIA”).” NTIA has collected 
estimates of the relocation costs for the “eligible frequencies” in the AWS-1 band. On December 27,2005, 
pursuant to CSEA, NTIA notified the Commission of the estimated relocation costs and timelines for 
relocation of eligible federal entities assigned to frequencies from 1710 to 1755 MHz.” NTIA reported 
that the total estimated relocation costs equal $935,940,312. This information can be found at 
httu://www.ntia.doc .nov/osmhome/reuorts/sDecrelo/index.htm. 

C 

Since the Commission’s Universal Licensing System refers to Economic Areas as “Basic Economic Areas,” the 
licensing prefix for the EA licenses is “BEAxxx.” 

CSEA, 5 202. 
lo Id., $5 201-209. Eligible frequencies comprise four bands specified in CSEA (the 216-220 MHz,  1432-1435 MHz, 
1710-1755 MHz and 2385-2390 M H z  bands), as well as any other band of frequencies reallocated from federal use to 
non-federal use after January 1,2003, and assigned by the Commission through competitive bidding. Id., 6 202. 
Bands of frequencies previously identified by the National Telecommunications and Information Administration in 
the Spectrum Reallocation Final Report, NTIA Special Publication 95-32 (1993, are excluded. Id. 

and the timelines for relocation to the Senate Committees on Appropriations, and Commerce, Science, and 
Transportation, the House of Representatives Committees on Appropriations and Energy and Commerce, and the 
Comptroller General. Unless disapproved by the Committees within 30 days, the estimate “shall be approved.” 
Id., 202. 
See id. 

Id., 6 203(b). CSEA also requires that, at the same time, NTIA submit for approval its estimate of relocation cosb 

1730-1735 / 2130-2135 10 MHz EA 176 
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1740-1745 / 2140-2145 10 M H Z  REAG 12 

1745-1755 / 2145-2155 20 M H Z  REAG 12 



In 2005, the Commission opened a proceeding to address CSEA implementation.” In the CSEMPart j 
Declarutory Ruling, the Commission determined, among other things, that ‘total cash proceeds” for 
purposes of meeting CSEA’s revenue requirement means winning bids net of any applicable bidding credit 
discounts at the end of hidding.I4 Thus, to determine whether CSEA’s revenue requirements regarding 
eligible frequencies have been met at the end of a CSEA auction, the Commission will have to determine 
whether winning bids net of any applicable bidding credit discounts at the end of bidding that are 
attributable to such spectrum equal at least 110 percent of estimated relocation costs. On January 24,2006, 
the Commission released the CSEAPart I Report and Order addressing CSEA imp1ementati0n.l~ Among 
other provisions, the CSEMPart I Report and Order modified the Commission’s reserve price rules 
pursuant to CSEA to ensure that CSEA’s revenue requirement will be met. 

II. 
Section 3096)(3) of the Communications Act of 1934, as amended, requires the Commission to “ensure 
that, in the scheduling of any competitive bidding under this subsection, an adequate period is allowed . . . 
before issuance of bidding rules, to permit notice and comment on proposed auction procedures . . . .”I6 
Consistent with the provisions of Section 3096)(3) and to ensure that potential bidders have adequate time 
to familiarize themselves with the specific rules that will govern the day-to-day conduct of an auction, the 
Commission directed the Bureau, under its existing delegated authority, to seek comment on a variety of 
auction-specific procedures prior to the start of each auction.” We therefore seek comment on the 
following issues relating to the auction of AWS-1 licenses. 

SEEKING COMMENT ON AUCTION PROCEDURES 

A. Proposals for Auction Design 

1. Simultaneous Multiple Round Auction@) - with or without Package Bidding 

We propose to auction all of the AWS-1 licenses in a single auction using the Commission’s standard 
simultaneous multiple-round ( “ S W )  auction format. As described further below, this type of auction 
offers every license for bid at the same time and consists of successive bidding rounds in which eligible 
bidders may place bids on individual licenses. A bidder may bid on, and potentially win, any number of 
licenses. Typically, bidding remains open on all licenses until bidding stops on every license, unless a 
modified stopping rule is invoked. 

Although the Bureau proposes to offer all of the AWS-1 licenses in a single auction using its standard SMR 
format, in the alternative, the Bureau seeks comment on the feasibility and desirability of allocating the 
AWS-1 licenses among two auctions, run concurrently, with one of the auctions using the standard SMR 

l3 Implementation of the Commercial Spectrum Enhancement Act and Modernization of the Commission’s 
Competitive Bidding Rules and Procedures, WT Docket No. 05-21 1, Declaratory Ruling and Notice of ProposedRule 
Making, 20 FCC Rcd 11268 (2005) (“CSEA/Part I Declaratory Ruling” and “CSEMPart I N P W ) .  

“ Id .  at 11270-72 Ilfi 5-12. 

Competitive Bidding Rules and Procedures, WT Docket No. 05-21 1, Report and Order, FCC 06-4 (rel. Jan. 24,2006) 
(“CSEMPart I Report and Order”). 

“47 u.S.C. $ 309lj)(3)(E)(i). 

”See Amendment of Part 1 of the Commission’s Rules - Competitive Bidding Procedures, WT Docket No. 97-82, 
Allocation of Spec- Below 5 GHz Transferred fiom Federal Government Use, 4660-4685 MHz,  ET Docket No. 
94-32, Third Report and Order and Second Further Notice of Proposed Rule Making, 13 FCC Rcd 374,448 Ilfi 124- 
25 (1997) (“Part I Third Report and Order”) (directing the Bureau to seek comment on specific mechanisms related 
to day-to-day auction conduct including, for example, the structure of bidding rounds and stages, establishment of 
minimum opening bids or reserve prices, minimum acceptable bids, initial maximum eligibility for each bidder, 
activity requirements for each stage of the auction, activity rule waivers, criteria for determining reductions in 
eligibility, information regarding bid withdrawal and bid removal, stopping rules, and information relating to suction 
delay, suspension or cancellation). See also 47 C.F.R. 5 0.131; Amendment of Part 1 of the Commission’s Rules - 
Competitive Bidding Proceeding, WT Docket No. 97-82, Order, Memorandum Opinion and Order, and Notice of 
ProposedRuleMaking, 12 FCC Rcd 5686,5697-98 1 16 (1997) (“Part I Order”). 

Implementation of the Commercial Spectrum Enhancement Act and Modernization of the Commission’s I S  
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format and the other using the FCC’s package bidding format (“SMR-PB’). We recommend that the two 
auctions be run concuqently, rather than sequentially, in order to permit bidders interested in winning 
licenses in both auctions to coordinate their bidding across auctions, and in order to facilitate the 
application of the aggregate reserve price, as described more fully below.’* 

Under the SMR-PB format, bidders can place bids on groups of licenses they wish to win in combination, 
with the result that they win either all of the licenses in a group or none of them, in contrast to the license- 
by-license bidding in the FCC’s S M R  format.” In the SMR-PB auction format, each bidder can have at 
most a single winning bid, so that in order to win any particular license combination, the bidder must have 
placed a package bid on that license or specific group of licenses. 

This option could allow bidders to better express the value of any synergies (Le., benefits ftom combining 
complementary items) that may exist among licenses, and to avoid the risk of winning only part of a 
desired aggregation. For example, in the SMR-PB format a bidder desiring an aggregation of 12 REAG 
licenses could bid on the 12 licenses as a package and not face the risk of winning only some of the desired 
licenses, as it would if bidding on a license-by-license basis. 

At the same time we note that package bidding under the SMR-PB format may be more complex for 
bidders if they wish to aggregate any or aZZ of a number of licenses because they cannot win a group of 
licenses unless they have explicitly placed a bid on that exact combination?’ In an SMR-PB auction, 
bidders may need to place a large number of bids in order to completely express their interests. If they do 
not place the bids, the system may not be able to find a consistent set of smaller bids that collectively 
exceeds the amount of a large package bid, thereby potentially making it more difficult for bidders 
interested in small groups or single licenses to compete against bidders interested in large aggregations. 

The Bureau believes that offering all licenses in a single standard SMR auction will provide bidders with 
the simplest and most flexible means of obtaining single AWS-1 licenses or aggregations of AWS-1 
licenses. A single auction will apply a single set of familiar rules to all bidders, bids and licenses. Bidders 
interested in licenses in several blocks will not have to try to manage their bidding activity and eligibility 
across two auctions, as they might if the different blocks were offered in two different auctions. 

Furthermore, we believe that an SMR auction format, together with a bandplan which offers bidders the 
option to bid on several blocks of large regional licenses, will provide bidders with the opportunity to 
create efficient aggregations of licenses without creating the difficulties that a package bidding format may 
introduce for bidders trying to win single licenses or smaller groups of licenses. We, therefore, propose to 
offer the 1,122 AWS-1 licenses in one S M R  auction without package bidding. 

Ifcommenters feel that it would be feasible and desirable to offer some of the licenses in the AWS-1 
inventory in a concurrent but separate auction using the SMR-PB format, we also seek comment on which 
blocks of licenses should be included in the package bidding auction?’ For example, the Bureau could 
offer two blocks of REAG licenses (i.e., Blocks E and F) in an SMR-PB auction, while the remaining 
CMA, EA and REAG licenses (i.e., Blocks A, B, C, and D) would be offered in a standard SMR auction. 
If commenters believe that.two auctions are desired but that the license blocks should be allocated between 
auctions differently than in the example above, they should indicate the alternative allocation(s) and 
provide their rationale. 

’* See Sections II.B.2. “Stopping Rule” and U.C.4.a. “Reserve Price,” infra. 

l9 A bid on a “group” of licenses can include a single license. 
2o The number ofpossible combinations (C) increases exponentially with the number of licenses (N) at the rate 
C = 2N - 1. This number can become very large quickly; for example, 20 licenses would result in over one million 
possible combinations. Depending upon the number of licenses included in an SMR-PB auction, the Bureau may 
decide, for computability, to limit the number of bids a bidder may place in a round, the number of different packages 
a bidder may define, and the number of different packages on which a bidder may place bids. 
*’ We note that we do not consider it practical 01 desirable to conduct a single SMR-PB auction with all 1,122 AWS-1 
licenses. 
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2. Information Available to Bidders Before and During an Auction 

Economic theory and recent analysis suggest that the competitiveness and economic efficiency of an S M R  
auction may in some circumstances be enhanced if certain information about bids and bidder identities is 
not revealed publicly prior to and during the auction?’ Recognizing that there are benefits as well as 
potential harms from publicly revealing all information during the auction process, the Commission 
reserved the option to limit the availability of information on an auction-by-auction 
discretion in the Bureau, under its existing delegated authority, to limit the information disclosed to 
b i d d ~ s . 2 ~  With certain exceptions, the Bureau has generally opted to make bidders’ license selections 
public at the conclusion of the application process, as well as to release the identities of all bidders and their 
bid amounts at the conclusion of each round during the aucti0n.2~ 

The particular circumstances of the AWS-1 auction, however, suggest that the Commission’s statutory 
mandates under Section 309Cj)(3) of the Communications Act would better be served by withholding, until 
after the auction closes, the public release of (1) information on bidder interests, normally made available 
prior to the start of the auction, and (2) the identities of bidders placing bids and the amounts of non- 
winning bids, normally released after each bidding round. In the years since the Commission’s S M R  
auction design was first developed, economists have observed, as a potential drawback to disclosing 
information, that bidders could use the information revealed over the multiple rounds to signal each other 
and implement a division of the licenses at lower than market prices, and in some cases, to retaliate against 
competing bidders.26 In particular, the potential for such anti-competitive bidding behavior is greater when 
an auction offers multiple, substitutable blocks of licenses for sale and when the number of bidders is 
expected to be relatively low compared to the number of licenses offered. Given that the AWS-I auction is 
likely to meet these criteria - i.e., there are multiple spectrum blocks offered with over 1100 licenses and 
perceived license values may limit the number of potential bidders - the Bureau believes that the potential 
harm from coordinated behavior that is facilitated by full information on bidders’ interests and bidding 
behavior is likely to outweigh the benefits. 

Moreover, the Bureau also believes that the potential benefits from fully revealing bid and bidder 
information are less likely to be important in the AWS-1 auction than they have been in other FCC 
auctions, particularly in early auctions. The Commission previously identified certain benefits to disclosing 
bidder identities and other information during an auction, including: bidders may bid more confidently if 
they know the bids of their potential competitors? information on the identities of likely other licensees 

and retained 

22 See, e.g., Klemperer, Paul, Auctions: Theory and Practice, Princeton University Press, 2004, 114; Ausubel, L. and 
P. Cramton, “Demand Reduction and Inefficiency in Multi-Unit Auctions,” working paper, 2002; and Grimm, V., F. 
Riedel and E. Wolfstetter, “Low price equilibrium in multi-unit auctions: the GSM spectrum auction in Germany,” 
International Journal oflndustrial Organization 21,2003, 1557-1569. 

Implementation of Section 309(i) of the Communications Act - Competitive Bidding, PP Docket No. 93-253, 
Second Memorandum Opinion and Order, 9 FCC Rcd 7245,7252 7 42 (1994) (“Competitive Bidding Seeond 
Memorandum Opinion and Order”) (“we are reserving the option to withhold bidder identities on an auction-by- 
auction basis”). See ako 47 C.F.R. 8 1.2104(h). 
” See, e.g., Revision of Part 22 and Part 90 of the Commission‘s Rules to Facilitate Future Development of Paging 
Systems, Memorandum Opinion and Order on Reconsideration and Third Report and Order, 14 FCC Rcd 10030, 

’’ See, e.g., Auction of 929 and 931 M H z  Paging Service Spechum, Auction Notice and Filing Requirements for 
2,499 Paging Upper Band License Scheduled for February 24,2000, M i n i m  Opening Bids and Other Procedural 
Issues, Public Notice, 14 FCC Rcd 18440,18472 (1999); See also Competitive Bidding Second Memorandum 
Opinion and Order, 9 FCC Rcd 7245,7252 7 42 (“we will generally release the identities of bidders before an 
auction”). 
’6 See, e.g., Kwasnica, A. and K. Sherstyuk, “Collusion and Equilibrium Selection in Auctions,” Working paper under 
review, 2002; and Brusco, S .  and G. Lopomo, “Collusion via Signaling in Ascending Auctions with Multiple Objects 
and Complementarities,” The Review of Economic Studies 69(2), 2002,407436. 
’’ Competitive Bidding Second Memorandum Opinion and Order, 9 FCC Rcd at 7252 7 39. 

10081 787 (1999). 
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may provide useful technical information, such as the degree ofpossible signal interference or the potential 
for negotiating roaming agreements?8 and full transparency during an auction promotes confidence in the 
Commission’s auction process.29 

We believe these benefits may be less significant in an auction of AWS-1 licenses. With respect to the 
argument that bidders will have more confidence in their bids if they know against whom they are bidding, 
we note that the evolving market for wireless services and a record of spectrum license sales gives bidders 
far more information about how they should value spectrum licenses than bidders in early spectrum 
auctions had. Furthermore, we note that even under the proposal to limit bid information, the number of 
bids placed on a license in a round will continue to be publicly available as well as the amount of the 
provisionally winning bid. With respect to the benefit of knowing bidders’ identities to account for 
technical information, we expect that the flexible and sophisticated technologies employed by successful 
bidders for the AWS-1 spectrum licenses will make any technical information conveyed through bidder 
identities of limited value relative to its value in certain other services or at an earlier stage in the 
development of the wireless industry. Finally, confidence in the Commission’s auctions has been 
established over the course of many auctions, and is likely to be enhanced h t h e r  by a procedure that 
reduces the potential for anti-competitive bidding behavior. 

Based on the increased likelihood that fully revealing bid and bidder information may lead to anti- 
competitive bidding behavior under the particular circumstances of the AWS-I auction and the belief that 
any potential benefits to the auction process kom fully revealing such information are unlikely to be 
significant, we believe that the competitive bidding for AWS-1 licenses would be enhanced by not 
releasing certain information about bids and bidders until after bidding in the auction closes. In particular, 
in contrast to our general practice, we propose not to reveal until the close of the auction: (1) bidders’ 
license selections on their short form applications and the amount of their upfront (2) the 
amounts of non-provisionally winning bids and the identities of bidders placing those bids; and (3) the 
identities of bidders making provisionally winning bids. Thus, during the auction, the only information 
about bids that we propose to reveal to the public is the gross, not the net, amount of any provisionally 
winning bids. However, as in past auctions, after each round each bidder individually may access reports 
regarding whether their own bids are provisionally winning bids. This proposed approach will strike a 
balance between withholding information that is likely to foster anticompetitive behavior, and making 
essential information available to bidders so that the multiple round structure of the auction enables 
efficient outcomes to emerge. 

In the event that we decide to allocate the AWS-1 licenses between two auctions, one with package 
bidding, we propose to limit information only in the SMR auction without package bidding. We propose to 
disclose full information about bids and bidders in an SMR-PB auction because, among other things, we 
have not yet analyzed the role of revealing information in an SMR-PB auction and both the Commission 
and bidders have only limited experience with this type of auction. 

We seek comment on this approach. 

28 Competitive Bidding Second Report and Order, 9 FCC Rcd 2348,2375 7 158 (“Maximizing infonnation available 
to bidders.. .may also increase efficiency of license assignments by providing bidders with useful information about 
the likely availability of complementary services and standards both inside and outside the areas they wish to serve.”). 
See Revision of Part 22 and Part 90 of the Commission’s Rules to Facilitate Future Development of Paging Systems, 
WT Docket No. 96-18, Second Report and Order and Further Notice of Proposed Rulemaking, 12 FCC Rcd 2732, 
2786 fi 106 (1997); Competitive Bidding SecondMmnorandum Opinion and Order, 9 FCC Rcd at 7252 fi 39. 

l9 See generally Competitive Bidding Second Memorandum Opinion and Order, 9 FCC Rcd at 7252 fl39,42 
’’ Bidders will be made aware of other bidders with whom they will not be pektted to discuss bidding strategies for 
the purpose of complying with the Commission’s anti-collusion rules. See 47 CFR 5 1.2105(c). 

7 



B. Auction Structure 

1. Round Structure 
The Commission will conduct the AWS-1 auction(s) over the Internet. Alternatively, telephonic bidding 
will also be available via thc Auction Bidder Line. The toll-free telephone number for telephonic bidding 
will be provided to qualified bidders. 

The auction(s) will consist of sequential bidding rounds. The initial bidding schedule(s) Will be announced 
in a public notice to be released at least one week before the start of the auction. 

The Bureau retains the discretion to change the bidding schedule(s) in order to foster an auction pace that 
reasonably balances speed with the bidders’ need to study round results and adjust their bidding strategies. 
The Bureau may increase or decrease the amount of time for the bidding rounds and review periods, or the 
number of rounds per day, depending upon bidding activity levels and other factors. 

In the event that two auctions are run concurrently, the Bureau will make an effort to structure the timing of 
the rounds so as to facilitate the participation of bidders potentially interested in winning licenses in both 
auctions. 

We seek comment on this approach. 

2. Stopping Rule 

The Bureau has discretion “to establish stopping rules before or during multiple round auctions in order to 
terminate the auction within a reasonable time.”” The Bureau proposes two different stopping rules for the 
auction of AWS-1 licenses, the frst in the event there is a single auction of AWS-1 licenses, and the second 
in the event there are two concurrent auctions of AWS-1 licenses. 

SINGLE AUCTION- For a single auction of AWS-1 licenses, the Bureau proposes to employ a 
simultaneous stopping rule approach. A simultaneous stopping rule means that all licenses remain 
available for bidding until bidding closes simultaneously on all licenses. More specifically, bidding will 
close simultaneously on all licenses after the first round in which no bidder submits any new bids, applies a 
proactive waiver, or submits a withdrawal?’ Thus, unless circumstances dictate otherwise, bidding will 
remain open on all licenses until bidding stops on every license. 

Further, the Bureau proposes to retain the discretion to exercise any of the following options during a single 
AWS-1 auction: 

1. Use a modified version of the simultaneous stopping rule. The modified stopping rule would close the 
auction for all licenses after the first round in which no bidder applies a waiver, places a withdrawal, or 
submits any new bids on any license for which it is not the provisionally winning bidder. Thus, absent any 
other bidding activity, a bidder placing a new bid on a license for which it is the provisionally winning 
bidder would not keep the auction open under this modified stopping rule. 

2. Keep the auction open even if no bidder submits any new bids, applies a waiver, or submits a 
withdrawal. In this event, the effect will be the same as if a bidder had applied a waiver. The activity rule,’ 
therefore, will apply as usual and a bidder with insufficient activity will either lose bidding eligibility or use 
a remaining activity rule waiver. 

3. Declare that the auction will end after a specified number of additional rounds (“special stopping rule”). 
If the Bureau invokes this special stopping rule, it will accept bids in the specified final round(s) after 
which the auction will close. 

3 1  47 C.F.R. 5 1.2104(e). 

”Proactive waivers are described in Section ILC.3. “Activity Rule Waivers,” infra. 
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The Bureau proposes to exercise these options only in certain circumstances, for example, where the 
auction is proceeding very slowly, there is minimal overall bidding activity, or it appears likely that the 
auction will not close within a reasonable period of time. Before exercising these options, the Bureau is 
likely to attempt to increase the pace of the auction by, for example, increasing the number of bidding 
rounds per day andor changing the minimum acceptable bid percentage. We seek comment on these 
proposals. 

TWO AUCTIONS - In the event that the Commission holds t y o  concurrent auctions of AWS-1 licenses, the 
Bureau proposes that all licenses in both auctions will remain available for bidding until bidding closes 
simultaneously on all licenses in both auctions. Accordingly, even though there may be a round in one 
auction in which no bidder submits any new bids, applies a proactive waiver or submits a withdrawal, that 
auction will remain open so long as there are new bids, proactive waivers applied, or withdrawals 
submitted in the other concurrent AWS-1 auction.” 

This proposal reflects two connections between two concurrent AWS-1 auctions. First, concurrent auctions 
offerihg AWS-1 licenses will be offering licenses that may be used together. Individual applicants may 
seek combinations of licenses offered in separate concurrent auctions. If one auction of AWS-1 licenses 
stops while another continues, bids in the first will become final before bids in the second. In contrast, if 
the bidding remains open in both auctions, bidders may better be able to achieve their desired aggregations, 
which may facilitate the assignment of licenses to the parties that value them most highly. 

Second, two auctions offering AWS-1 licenses will be subject to an aggregate reserve price, as fully 
described below.)4 As noted above, Congress provided in CSEA that an auction for licenses authorizing 
use of “eligible frequencies,” which includes frequencies from 1710-1755 MHz,  may conclude only if the 
total cash proceeds attributable to such spectrum are at least 110 percent of the total estimated relocation 
costs of federal entities previously assigned to the ~pectrum.’~ The Commission has determined that total 
cash proceeds in an auction for purposes of the CSEA shall be measured by the Winning bids net of 
applicable discounts at the end of bidding.’6 If an aggregate reserve price applies to both auctions and one 
auction stops first, applicants in the first auction would be unable to raise their bids to meet the reserve 
price in the event that bidding in the second auction did not satisfy the reserve price. Of course, if the 
reserve price is satisfied by the first auction in which bidding stops, it will not be necessary to hold that 
auction open to assure that the reserve price is met.” 

We seek comment on this proposal. Comments regarding the appropriate stopping rule for two concurrent 
auctions should specify whether the comments apply regardless of how AWS-1 licenses are divided 
between the auctions. For example, do the comments apply only if CMA licenses are in one auction and 
EAREAG licenses are in the other? 

We also seek comment on an alternative stopping rule for two concurrent auctions. In this alternative, if 
the frst auction to have a round with no new bids, proactive waivers or withdrawals satisfies the reserve 
price by itself, bidding will close simultaneously on all licenses in that auction, even though bidding will 
continue in the second auction. 

” 

infra), so witbin the context of a two auctions scenario any withdrawals must take place in the SMR auction. 

34 See Section ILC.4.a. “Reserve Price,” infa. 

” CSEA, $203@). 

36 See CSEA/Purt 1 Declurutory Ruling, 20 FCC Rcd at 11270-72 
” The amount of net winning bids, which will be used to satisfy the reserve price, may go up or down during an 
auction. The amount of net winning bids may decline during an auction, if either provisionally winning bids are 
withdrawn or a higher gross but lower net bid displaces a current provisional winner. Consequently, even if in one 
round two auctions meet the reserve price, a drop in net bids in one of them could prevent net winning bids in both 
from satisfying the reserve price. 

Withdrawals are not permitted in the SMR-PB format (see Section II.C.7. “Bid Removal and Bid Withdrawal,” 

5-12. 
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Finally, the Bureau proposes to retain the discretion to exercise any of the following options during two 
concurrent AWS-I auctions: 

1. Use a modified version of the simultaneous stopping rule. The modified stopping rule would close the 
auctions for all licenses after the first round in which no bidder applies a waiver, places a withdrawal, or 
submits any new bids on any license or package of licenses for which it is not the provisionally winning 
bidder. Thus, absent any other bidding activity, a bidder placing a new bid on a license for which it is the 
provisionally winning bidder would not keep the auctions open under this modified stopping rule. 

2. Keep the auctions open even if no bidder submits any new bids, applies a waiver, or makes a 
withdrawal. In this event, the effect will be the same as if a bidder had applied a waiver. The activity rule, 
therefore, will apply as usual and a bidder with insufficient activity will either lose bidding eligibility or use 
a remaining activity rule waiver. 

3. Declare that the auctions will end after a specified number of additional rounds (“special stopping 
rule”). If the Bureau invokes this special stopping rule, it will accept bids in the specified final round(s) 
after which the auctions will close. 

The Bureau proposes to exercise these options only in certain circumstances, for example, where the 
auctions are proceeding very slowly, there is minimal overall bidding activity, or it appears likely that the 
auctions will not close within a reasonable period of time. Before exercising these options, the Bureau is 
likely to attempt to increase the pace of the auction by, for example, increasing the number of bidding 
rounds per day and/or changing the minimum acceptable bid percentage. 

We seek comment on these proposals. 

3. Information Relating to Auction Delay, Suspension, or Cancellation 
For the AWS-I auction(s), we propose that, by public notice or by announcement during the auction, the 
Bureau may delay, suspend, or cancel the auction(s) in the event of natural disaster, technical obstacle, 
evidence of an auction security breach, unlawful bidding activity, administrative or weather necessity, or 
for any other reason that affects the fair and efficient conduct of competitive bidding.38 In such cases, the 
Bureau, in its sole discretion, may elect to resume the auction(s) starting from the beginning of the current 
round(s), resume the auction(s) starting from some previous round(s), or cancel the auction(s) in their 
entirety. Network interruption may cause the Bureau to delay or suspend the auction(?.). We emphasize 
that exercise of this authority is solely within the discretion of the Bureau, and its use is not intended to be a 
substitute for situations in which bidders may wish to apply their activity rule waivers. We seek comment 
on this proposal. 

C. Bidding Procedure Considerations 

In the sections that follow, there are considerations that apply regardless of auction format and others that 
are specific to either the S M R  or the SMR-PB format. Similarly, there are considerations that differ based 
on whether a single auction of all the AWS-1 licenses is held, or whether we conduct two concurrent 
auctions. In each section, we fust discuss the procedures that apply generally and then we discuss format- 
specific (SMR or SMR-PB), or auction number-specific, procedures separately. We seek comment on the 
options set forth below. 

1. Upfront Payments and Bidding Eligibility 
The Bureau has delegated authority and discretion to determine an appropriate upfront payment for each 
license being auctioned, taking into account such factors as the population in each geographic license area 

38 See 47 C.F.R. $ 1.2104(i). 

10 



and the value of similar ~pectrum.’~ A bidder’s upfront payment is a refundable deposit to establish 
eligibility to bid on licenses. Upfront payments related to licenses for the specific spectrum subject to 
auction protect against fnvolous or insincere bidding and provide the Commission with a source of funds 
from which to collect payments owed at the close of the auction!’ With these guidelines in mind for 
AWS-1 auction(s), we propose to calculate upfront payments on a license-by-license basis using the 
following formula: 

$0.05 * MHz * License Area Pop~lation.~’ 

Consistent with the Bureau’s usual practice, we further propose that the amount of the upfront payment 
submitted by a bidder will determine the bidder’s initial bidding eligibility in bidding units. Eligibility 
cannot be increased during the auction; it can only remain the same or decrease. Each license is assigned a 
specific number of bidding units equal to the upfront payment listed in Attachment A, on a bidding unit per 
dollar basis. The number of bidding units for a given license is fixed and does not change during the 
auction as prices change. A bidder’s upfront payment is not attributed to specific licenses. If there are two 
concurrent auctionsand bidders wish to participate in both, they must submit separate upfront payments. 

The proposed upfront payment and number of bidding units for each AWS-I license are set forth in 
Attachment A. 

SMR - A bidder may place bids on any combination of licenses as long as the total number of bidding units 
associated with those licenses does not exceed its current eligibility. Thus, in calculating its upfront 
payment amount and hence its initial bidding eligibility, an applicant must determine the maximum 
number of bidding units it may wish to bid on (or hold provisionally winning bids on) in any single round, 
and submit an upfront payment amount covering that total number of bidding units. Provisionally winning 
bids are bids that would become final winning bids if the auction were to close in that given round.“ 

SMR-PB - With package bidding, bidders can submit bids on groups of one or more licenses, but each 
bidder can have at most one provisionally winning bid. The number of bidding units associated with each 
bid in an SMR-PB auction is the sum of the bidding units assigned to the individual licenses comprising the 
package. As in an S M R  auction, a bidder’s eligibility limits the total number of bidding units that a bidder 
can win. However, because any licenses that a bidder wins in a package bidding auction must be packaged 
together in a single bid, the bidder’s eligibility limits the total number of bidding units that can be included 
in the bidder’s largest (in terms of bidding units) single bid. Therefore, to calculate its upfront payment 
amount and initial bidding eligibility, an applicant must determine the largest number of bidding units 
associated with licenses it may wish to include in a single package bid, and submit an upfront payment 
amount covering that total number of bidding units. Bidders should note that the eligibility rules will 
permit them to place multiple package bids, as long as the number of bidding units associated with any one 
bid does not exceed their current eligibility. 

2. Activity Rule 

In order to ensure that an auction closes within a reasonable period of time, an activity rule requires bidders 
to bid actively throughout the auction, rather than wait until late in the auction before participating. 

Part I Order, 12 FCC Rcd at 5697-98 7 16. See also Part I Third Report and Order, 13 FCC Rcd at 425 7 86; 
Competitive Bidding Second Report and Order, 9 FCC Rcd at 2378-79 
40 Competitive Bidding Second Report and Order, 9 FCC Rcd at 2378-79 

41 An exception to this formula is that proposed upfront payments are set at $20,000 per 10 MHz license and $40,000 
per 20 MHz license for the CMA, EA, and REAG licenses covering the Gulf of Mexico. All population figures are 
from the 2000 U.S. Census, U.S. Department of Commerce, Bureau of the Census. See Census 2000 Summary File 1 
(SFI) and July 3,2001, News Releases covering the U.S. Virgin Islands, Guam, the NorthemMariana Islands, and 
American Samoa. Results are rounded using our standard rounding procedure: results above $10,000 are rounded to 
the nearest $1,000; results below $10,000 but above $1,000 are rounded to the nearest $100; and results below $1,000 
are rounded to the nearest $10. 

“See Section II.C.6. “Provisionally Winning Bids,” infra. 

171-75. 

171-76. 

11 



Bidders are required to be active on a specific percentage of their current bidding eligibility during each 
round of the auction. Failure to maintain the required activity level will result in the use of an activity rule 
waiver, if any remain, or a reduction in the bidder’s eligibility, possibly curtailing or eliminating the 
bidder’s ability to place bids in the auction. 

We propose to divide the auction into two stages, each characterized by a different activity requirement. 
The auction will start in Stage One. We propose that the auction generally will advance from Stage One to 
Stage Two when the auction activity level, as measured by the percentage of bidding units receiving new 
provisionally winning bids, is approximately twenty percent or below for three consecutive rounds of 
bidding. However, we further propose that the Bureau retains the discretion to change stages unilaterally 
by announcement during the auction. In exercising this discretion, the Bureau will consider a variety of 
measures of bidder activity, including, but not limited to, the auction activity level, the percentage of 
licenses (as measured in bidding units) on which there are new 
percentage of increase in revenue. 

In the event there are two concurrent auctions for the AWS-1 licenses, bidders will be required to manage 
their eligibility and activity separately for each auction. 

Commenters that believe these activity rules should be modified should explain their reasoning and 
comment on the desirability of an alternative approach. Commenters are advised to support their claims 
with analyses and suggested alternative activity rules. 

SMR -A bidder’s activity in a round will be the sum of the bidding units associated with any licenses upon 
which it places bids during the current round and the bidding units associated with any licenses for which it 
holds provisionally winning bids. 

For an S M R  auction for AWS-1 licenses, we propose the following activity requirements: 

the number of new bids, and the 

Stage One: In each round of the first stage of the auction, a bidder desiring to maintain its current 
bidding eligibility is required to be active on licenses representing at least 80 percent of its current 
bidding eligibility. Failure to maintain the required activity level will result in a reduction in the 
bidder’s bidding eligibility in the next round of bidding (unless an activity rule waiver is used). 
During Stage One, a bidder’s reduced eligibility for the next round will be calculated by 
multiplying the bidder’s current round activity by five-fourths (5/4). 

Stage Two: In each round of the second stage, a bidder desiring to maintain its current bidding 
eligibility is required to be active on 95 percent of its current bidding eligibility. Failure to 
maintain the required activity level will result in a reduction in the bidder’s bidding eligibility in 
the next round of bidding (unless an activity rule waiver is used). During Stage Two, a bidder’s 
reduced eligibility for the next round will be calculated by multiplying the bidder’s current round 
activity by twenty-nineteenths (20/19). 

SMR-PB -A bidder’s activity in a round will be the number of bidding units associated with the bidder’s 
largest (in terms of bidding units) active bid. Active bids include current provisionally winning bids, new 
bids and any bids from previous rounds which are at or above the current minimum acceptable bid.” 

For an SMR-PB auction, we propose the following activity requirements, while noting again that the 
Bureau retains the discretion to change stages unilaterally by announcement during the auction: 

” For example, when monitoring activity for determining when to change stages, we may consider the percentage of 
bidding units of the licenses receiving new provisionally Winning bids, excluding any FCC-held licenses. 

In an SMR-PB auction, bids placed in prior rounds that were not provisionally winning in the round in which they 
were placed may become provisionally winning in later rounds. Accordingly, bids from prior rounds that meet a 
minimum bid price threshold are considered “active” bids. See Section II.C.6. “Provisionally Winning Bids,” infra. 
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Stage One: In each round of the first stage of the auction, a bidder desiring to maintain its current 
bidding eligibility is required to be active on licenses representing at least 60 percent (three-fifths) 
of its current bidding eligibility. Failure to maintain the required activity level will result in a 
reduction in the bidder’s bidding eligibility in the next round of bidding (unless an activity rule 
waiver is used). During Stage One, a bidder’s reduced eligibility for the next round will be 
calculated by multiplying the bidder’s current round activity by five-thirds (513). 

Stage Two: In each round of the second stage, a bidder desiring to maintain its current bidding 
eligibility is required to be active on 90 percent of its current bidding eligibility. Failure to 
maintain the required activity level will result in a reduction in the bidder’s bidding eligibility in 
the next round of bidding (unless an activity rule waiver is used). During Stage Two, a bidder’s 
reduced eligibility for the next round will be calculated by multiplying the bidder’s current round 
activity by ten-ninths (10/9). The Bureau maintains the discretion not to transition to Stage Two if 
we believe the auction is progressing satisfactorily under the Stage One activity requirement, and in 
the alternative, to transition to Stage Two with an activity requirement that is lower than the 90 
percent proposed herein, by announcement during the auction. 

3. Activity Rule Waivers 

Use of an activity rule waiver preserves the bidder’s eligibility despite the bidder’s activity in the current 
round being below the required minimum level. An activity rule waiver applies to an entire round of 
bidding. Activity rule waivers can be either proactive or automatic and are principally a mechanism for 
auction participants to avoid the loss of bidding eligibility in the event that exigent circumstances prevent 
them from placing a bid in a particular round. 

The FCC Auction System assumes that a bidder that does not meet the activity requirement would prefer to 
apply an activity rule waiver (if available) rather than lose bidding eligibility. Therefore, the system will 
automatically apply a waiver at the end of any bidding round where a bidder’s activity level is below the 
minimum required unless: (1) the bidder has no activity rule waivers available; or (2) the bidder overrides 
the automatic application of a waiver by reducing eligibility, thereby meeting the minimum requirement. 
If a bidder has no waivers remaining and does not satisfy the required activity level, its eligibility will be 
permanently reduced, possibly curtailing or eliminating the bidder’s ability to place additional bids in the 
auction. 

A bidder with insufficient activity may wish to reduce its bidding eligibility rather than use an activity rule 
waiver. If so, the bidder must affirmatively override the automatic waiver mechanism during the bidding 
round by using the “reduce eligibility” function in the FCC Auction System. In this case, the bidder’s 
eligibility is permanently reduced to bring the bidder into compliance with the activity rules as described 
above. Reducing eligibility is an irreversible action. Once eligibility has been reduced, a bidder will not be 
permitted to regain its lost bidding eligibility, even if the round has not yet closed. 

A bidder may apply an activity rule waiver proactively as a means to keep the auction open without placing 
a bid. If a bidder proactively applies an activity Ale waiver (using the “apply waiver” function in the FCC 
Auction System) during a bidding round in which no bids or withdrawals are submitted, the auction will 
remain open and the bidder’s eligibility will be preserved. An automatic waiver applied by the FCC 
Auction System in a round in which there are no new bids or withdrawals will not keep the auction open. 
A bidder cannot submit a proactive waiver after submitting a bid in a round, and submitting a proactive 
waiver will preclude a bidder from placing any bids in that round. Applying a waiver is irreversible; once a 
proactive waiver is submitted, that waiver cannot be unsubmitted, even if the round has not yet closed. 

We propose that each bidder in the AWS-1 auction(s) be provided with . k e e  activity rule waivers that may 
be used at the bidder’s discretion during the course of the auction as set forth above. Waivers apply to a 
specific auction. For example, a bidder cannot apply a waiver provided for an SMR auction in an SMR-PB 
auction. 
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4. Reserve Price or Minimum Opening Bid 

Section 309u) calls upon the Commission to prescribe methods for establishing a reasonable reserve price 
or a minimum opening bid amount when FCC licenses are subject to auction, unless the Commission 
determines that a reserve price or minimum opening bid amount is not in the public interest!’ Consistent 
with this mandate, the Commission has directed the Bureau to seek comment on the use of a minimum 
opening bid amount andor reserve price prior to the start of each auction.46 

a. Reserve Price 
In CSEA, Congress requires the Commission to prescribe methods by which the total cash proceeds from 
any auction of licenses authorizing use of eligible frequencies, such as 1710-1755 MHz, shall equal at least 
110 percent of the total estimated relocation costs provided to the Commission pursuant to CSEA.47 For 
purposes of determining whether a CSEA revenue requirement has been met, the Commission has 
determined that “total cash proceeds” means winning bids net of any applicable bidding credit discounts at 
the end of bidding.4* 

CSEA also requires that the total cash proceeds “attributable to” eligible spectrum must be at least 1 10 
percent of the total estimated relocation costs before the Commission may conclude the aucti0n.4~ If this 
condition is not met, CSEA requires that the Commission shall cancel the auction?’ One-half of the 
frequencies covered by the AWS-1 licenses authorize use of CSEA eligible spectrum.51 Accordingly, we 
propose that one-half of each winning bid net of any applicable bidding credit discounts at the end of 
bidding will be counted toward meeting the reserve price. In light of the proposed procedures on 
information available to bidders? we also seek comment on whether the Commission should announce 
before the close of bidding whether the reserve price has been met. 

On December 27,2005, pursuant to CSEA, NTIA notified the Commission of the estimated relocation 
costs and timelines for relocation of eligible federal entities assigned to frequencies h m  1710 to 1755 
I~fHz.5~ NTIA reported that the total estimated relocation costs equal $935,940,3 12. As indicated above, 
this information can be found at htto://www.ntia.doc.gov/osmhome/reuo~s/suecrelo/index.h~. 

SINGLE AUCTION- We propose to establish an aggregate reserve price of $1,029,534,343.20 for all 
AWS-1 licenses. This aggregate reserve price, $1,029,534,343.20, is 110 percent of total estimated 
relocation costs of $935,940,312 and therefore the minimum reserve price required by CSEA. This reserve 
price will be met if half of the total winning bids for AWS-1 licenses net of any applicable bidding credit 
discounts at the end of bidding equals $1,029,534,343.20. 

TWO AUCTIONS- In the event that the Commission conducts two auctions of AWS-1 licenses, the 
aggregate reserve price will applyjointly to both auctions. In other words, half of the total winning bids for 
all AWS-1 licenses net of any applicable bidding credit discounts at the end of bidding must equal at least 
$1,029,534,343.20 to meet the reserve price. If the reserve price is not met, the Commission will cancel 
both auctions pursuant to CSEA. 

*5  47 U.S.C. 5 309(j)(4)(F). See also 47 C.F.R. 5 1.2104(c) and (d). 

16 Part I Third Report and Order, 13 FCC Rcd at 455-56 7 141. 
*’See CSEA, 5 203(b). 

See CSENPart I Declaratory Ruling, 20 FCC Rcd at 11270-72, m5-12. 

“See CSEA, 5 203(b). 
50 Id. 

’I See Section I. “Licenses to be Offered at Auction,” supra. 

52 See Section II.A.2. “Information Available to Bidders Before and During an Auction,” supra. 

53 See CSEA, 5 202. 
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b. Minimum Opening Bid 

In contrast to a reserve price, a minimum opening bid amount is the minimum bid price set at the beginning 
of the auction below which no bids are accepted. It is generally used to accelerate the competitive bidding 
process. The auctioneer, however, often has the discretion to lower the minimum opening bid amount 
during the course of the auction. It is also possible for the minimum opening bid amount and the reserve 
price to be the same amount. 

In light of Section 3096)’s requirements, the Bureau proposes to establish minimum opening bid amounts 
for the AWS-1 auction(s). The Bureau believes a minimum opening bid amount, which has been used in 
other auctions, is an effective bidding tool for accelerating the competitive bidding pr0cess.5~ 

Specifically, for the AWS-I auction(s), the Commission proposes the following license-by-license formula 
for calculating minimum opening bids: 

$0.05 * MHz * License Area Pop~la t ion .~~ 

The specific proposed minimum opening bid for each AWS-1 license available at auction is set forth in 
Attachment A of this Public Notice.’6 

If commenters believe that these minimum opening bid amounts will result in unsold licenses, or are not 
reasonable amounts, they should explain why this is so, and comment on the desirability of an alternative 
approach. Commenters are advised to support their claims with valuation analyses and suggested minimum 
opening bid amount levels or formulas. In establishing the minimum opening bid amounts, we particularly 
seek comment on such factors as the amount of spectrum being auctioned, levels of incumbency, the 
availability of technology to provide service, issues of interference with other spectrum bands and any 
other relevant factors that could reasonably have an impact on valuation of the AWS-1 licenses. We also 
seek comment on whether, consistent with Section 3096), the public interest would be served by havmg no 
minimum opening bid amounts. 

5. Bid Amounts 

We propose that, in each round, eligible bidders be able to place bids in any of nine different  amount^.^' 
Under this proposal, the FCC Auction System interface will list the nine acceptable bid amounts for each 
license (or package). The first of the nine acceptable bid amounts, called the minimum acceptable bid 

“See, e.g., Auction of 800 M H z  S M R  Upper 10 MHz Band, Minimum Opening Bids or Reserve Prices, Order, 12 
FCC Rcd 16354 (1997); Auction of the Phase I1 220 M H z  Service Licenses, Auction Notice and Filing Requirements 
for 908 Licenses Consisting of Economic Area (EA), Economic Area Grouping (EAG), and Nationwide Licenses, 
Scheduled for September 15,1998, Minimum Opening Bids and Other Procedural Issues, Public Notice, 13 FCC Rcd 
16445 (1998); Auction of Licenses in the Multichannel Video Distribution and Data Service Rescheduled for January 
14,2004; Notice and Filing Requirements, Minimum Opening Bids, Upfront Payments and Other Auction 
Procedures, Public Notice, 18 FCC Rcd 17553 (2003). 
55 An exception to this formula is that proposed minimum opening bid amounts are set at $20,000 per 10 M H z  license 
and $40,000 per 20 MHz license for the CMA, EA, and REAG licenses covering the Gulf of Mexico. All population 
figures are from the 2000 U.S. Census, US. Department of Commerce, Bureau of the Census. See Censns 2000 
Summary File 1 (SFl) and July 3,2001, News Releases covering the U.S. Virgin Islands, Guam, the Northern 
Manana Islands, and American Samoa. Results are rounded using our standard rounding procedure: results above 
$10,000 are rounded to the nearest $1,000; results below $10,000 but above $1,000 are rounded to the nearest $100; 
and results below $1,000 are rounded to the nearest $10. 
56 Given that minimum opening bids are established on a license-by-license basis, this proposal is not affected by 
whether or one or two auctions are held for AWS-1 licenses. In the event that an auction is conducted using SMR-PB, 
the minimum opening bids on packages will be the sum of the minimum opening bids of the licenses comprising the 
package. 
”Bidders must have sufficient eligibility to place a bid on the particular license. See Section II.C.1. “Upfront 
Payments and Bidding Eligibility,” supra. 
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amount, is calculated using a formula that takes into account the amount of bidding activity on the license 
(or package). The eight additional bid amounts are determined by adding successively higher multiples of 
a fmed bid increment amount to the minimum acceptable bid. 

The Bureau retains the discretion to change the minimum acceptable bid amounts, the parameters of the 
formula to determine the percentage increment, and the bid increment percentage if it determines that 
circumstances so dictate. If it does make any of these changes, the Bureau will do so by announcement in 
the FCC Auction System during the auction. 

SMR - The minimum acceptable bid amount for a license will be equal to its minimum opening bid amount 
until there is a provisionally winning bid for the license. After there is a provisionally winning bid for a 
license, the minimum acceptable bid amount for that license will be equal to the amount of the 
provisionally winning bid plus an additional amount calculated using the formula described below. We 
will round the result using our standard rounding  procedure^.^^ 

We propose to calculate minimum acceptable bid amounts by using an activity-based formula, as we have 
done in several other auctions?’ The formula calculates minimum acceptable bid amounts by first 
calculating a percentage increment. The percentage increment for each license is a function of bidding 
activity on that license in prior rounds; therefore, a license that has received many bids will have a higher 
percentage increment than a license that has received few bids. 

The calculation of the percentage increment used to determine the minimum acceptable bid amounts for 
each license for the next round is made at the end of each round. The computation is based on an activity 
index, which is a weighted average of the number of bids in that round and the activity index from the prior 
round. The current activity index is equal to a weighting factor times the number of bidders that submit 
bids on the license in the most recent bidding round plus one minus the weighting factor times the activity 
index from the prior round.w The activity index is then used to calculate a percentage increment by 
multiplying a minimum percentage increment by one plus the activity index with that result being subject 
to a maximum percentage increment. The Commission will initially set the weighting factor at 0.5, the 
minimum percentage increment at 0.1 (lo%), and the maximum percentage increment at 0.2 (20%). 
Hence, at these initial settings, the percentage increment will fluctuate between 10% and 20% depending 
upon the number of bids for the license. Equations and examples are shown in Attachment C. 

In the case of a license for which the provisionally winning bid has been withdrawn, the minimum 
acceptable bid amount will equal the second highest bid received for the license!’ 

The acceptable bid amounts in addition to the minimum acceptable bid amount for each license are 
calculated using a bid increment percentage. The first additional acceptable bid amount equals the 
minimum acceptable bid amount times one plus the bid increment percentage, rounded - e.g., if the 
increment percentage is 10 percent, the calculation is (minimum acceptable bid amount) * (1 + 0.10), 
rounded, or (minimum acceptable bid amount) * 1.10, rounded; the second additional acceptable bid 

Results are rounded using our standard rounding procedure: results above $10,000 are rounded to the nearest 
$1,000; results below $10,000 but above $1,000 are rounded to the nearest $100; and results below 91,000 are 
rounded to the nearest $10. 

”See, e.g., Automated Maritime Telecommunications System Spectrum Auction Scheduled for September 15,2004, 
Notice and Filing Requirements, Minimum Opening Bids, Upfront Payments, and Other Auction Procedures, Public 
Notice, 19 FCC Rcd 9518 (2004); Auction of 24 GHz Service Licenses Scheduled for July 28,2004, Notice and Filing 
Requirements, Minimum Opening Bids, Upfront Payments, and Other Auction Procedures, Public Notice, 19 FCC 
Rcd 4355 (2004); Auction of 900 MHz Specialized Mobile Radio Service Licenses Scheduled for February 11,2004, 
Notice and Filing Requirements, Minimum Opening Bids, Upfront Payments and Other Auction Procedures, Public 
Notice, 18 FCC Rcd 21 176 (2003). 

For Round 1 calculations, because there is no prior round (;.e., no round 0), the activity index from the prior round 
is set at 0. 

See Section II.C.7. “Information Regarding Bid Removal and Bid Withdrawal,” infiu. 
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amount equals the minimum acceptable bid amount times one plus two times the bid increment percentage, 
rounded, or (minimum acceptable bid amount) * 1.20, rounded; the third additional acceptable bid amount 
equals the minimum acceptable bid amount times one plus three times the bid increment percentage, 
rounded, or (minimum acceptable bid amount) * 1.30, rounded; etc. 

SMR-PB - Because bids are submitted on groups of licenses in SMR-PB, there generally are not 
provisionally winning bid amounts associated with individual licenses, as there are in an SMR auction 
where bids are submitted on a license-by-license basis!’ Consequently, in order to determine license- 
specific acceptable bid amounts for the next round, after each round the auction system will assign a 
“price” to each license using an algorithm that takes into account the bids placed so far in the auction that 
include that license. These “prices,” or “current price estimates” (“CPEs”), form the basis for calculating 
minimum acceptable bids and the additional increment bid amounts, much as the per-license provisionally 
winning bids do in the S M R  format. The algorithm for computing CPEs is described in detail in 
Attachment B. 

Once CPEs are determined following a round, the minimum acceptable bids for each license will be 
calculated as the CPE plus a percentage of the CPE!3 This percentage (known as the percentage 
increment) is determined according to a formula based on the number of bids placed that included a given 
license. The percentage increment will be higher for licenses that have been included in many bids than 
for licenses receiving little bidding activity. 

As in an SMR auction, the computation of the percentage increment for each license is based on an activity 
index, which is a weighted average of the number of bids in that round and the activity index from the prior 
round. The current activity index is equal to a weighting factor times the number of bidders that submit 
bids on packages that include the license in the most recent bidding round plus one minus the weighting 
factor times the activity index from the prior round.a The activity index is then used to calculate a 
percentage increment by multiplying a minimum percentage increment by one plus the activity index with 
that result being subject to a maximum percentage increment. The Commission will initially set the 
weighting factor at 0.5, the minimum percentage increment at 0.1 (lo%), and the maximum percentage 
increment at 0.2 (20%). Hence, at these initial settings, the percentage increment will fluctuate between 
10% and 20% depending upon the number of bids for the license. Equations and examples are shown in 
Attachment C. 

The percentage increment is added to the CPE in order to determine minimum acceptable bids for each 
license. The minimum acceptable bid amount for a package will be the sum of the minimum acceptable bid 
amounts for the license(s) comprising the package. Once the minimum acceptable bids have been 
calculated for a package, the additional eight bid amounts will be calculated by adding successively higher 
multiples of a fixed bid increment amount to the minimum acceptable bid. 

6. Provisionally Winning Bids 

SMR - At the end of a bidding round, a provisionally winning bid amount for each license will be 
determined based on the highest bid amount received for the license. In the event of identical high bid 
amounts being submitted on a license in a given round (iz, tied bids), we will use a random number 
generator to select a single provisionally winning bid from among the tied bids. (Each bid is assigned a 
random number, and the tied bid with the highest random number wins the tiebreaker.) The remaining 
bidders, as well as the provisionally winning bidder, can submit higher bids in subsequent rounds. 

62 The exception to this general rule in SMR-PB is if there are provisionally winning “package” bids of a single 
license, in which case there will be a provisionally winning bid amount associated with a single license. The “price” 
assigned to that license will be the provisionally winning bid amount. 

63 However, if no bids have been placed that include a given license, the minimum acceptable bid for the license will 
be its minimum opening bid. 
a For Round 1 calculations, because there is no prior round (iz, no round 0), the activity index from the prior round 
is set at 0. 
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However, if the auction were to end with no other bids being placed, the winning bidder would be the one 
that placed the selected provisionally winning bid. If any bids are received on the license in a subsequent 
round, the provisionally winning bid again will be determined by the highest bid amount received for the 
license. 

A provisionally winning bid will remain the provisionally winning bid until there is a higher bid on the 
same license at the close of a subsequent round, unless the provisionally winning bid is withdrawn6’ 
Bidders are reminded that provisionally winning bids count toward activity for purposes of the activity 
IUlP 

SMR-PB - At the end of each bidding round in an SMR-PB auction, the FCC Auction System will 
determine the set of provisionally winning bids by considering all of the bids that have been placed in the 
auction and determining which combination of non-overlapping bids yields the highest aggregate gross bid 
amount while not allowing a bidder to have more than one provisionally winning bid. 

If more than one set of bids generates the same highest aggregate gross bid amount (i.e., the sets of bids are 
tied), we will randomly select a provisionally winning set of bids from among the tied sets. Specifically, 
each license in each bid will be assigned a random number. The sum of random numbers for the licenses 
comprising the bid will determine a selection number for each bid. The provisionally winning set of bids 
will be that set of bids that generates the highest aggregate gross bid amount and that maximizes the sum of 
selection numbers for the bids in the set. Bidders, regardless of whether they hold a provisionally winning 
bid, can submit higher bids in subsequent rounds. However, if the auction were to end, the winning bidders 
would be those that placed the provisionally winning bids. 

In the SMR-PB format, all bids placed in the auction will be considered when determining the provisionally 
winning set of bids!’ This contrasts with the S M R  format in which only provisionally winning bids from 
the previous round and bids placed during the current round are considered when determining new 
provisionally winning bids. As a consequence, in SMR-PB a bid that does not become a provisionally 
winning bid at the conclusion of the round in which it was placed may become a provisionally winning bid 
at the conclusion of a subsequent round. This may occur even if the bidder no longer has the bidding 
eligibility to cover the newly-provisionally winning bid.68 Bids cannot be withdrawn in an SMR-PB 
auction, as discussed below. 

The rule that a bidder can hold only one of the bids in the provisionally winning set of bids may increase 
the likelihood that bids placed in previous rounds may appear in the provisionally winning set for the fust 
time many rounds later. Bids at very competitive prices may have been excluded from the provisionally 
winning set because the bidder placed another bid which, in combination with the bids of others, yielded a 
higher aggregate gross bid amount. However, if a bid placed by another bidder displaces the bidder’s 
provisionally winning bid fiom the set of provisionally winning bids, an “old” bid by that bidder may fit 
better into the new set of winning bids. 

The set of provisionally winning bids is determined after every round in which new bids are submitted, 

7. Bid Removal and Bid Withdrawal 
SMR -Before the close of a bidding round, a bidder has the option of removing any bid placed in that 
round. By removing selected bids in the FCC Auction System, a bidder may effectively “unsubmit” any 

6s See Section II.C.7. “Bid Removal and Bid Withdrawal,” infra. 

See Section ILC.2. “Activity Rule,” supra. 

67 Technically, the solver will include in the set of considered bids the highest bid on a given license or package of 
licenses by every bidder, regardless of the rounds in which the bids were placed. 
68 A bidder will not have its bidding eligibility restored if it has lost eligibility but in a later round has a bid (placed 
previously) become a provisionally winning bid. 
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bid placed within that round. In contrast to the bid withdrawal provisions described below, a bidder 
removing a bid placed in the same round is not subject to a withdrawal payment. Once a round closes, a 
bidder may no longer remove a bid. 

A bidder may withdraw its provisionally winning bids using the “withdraw bids” function in the FCC 
Auction System. A bidder that withdraws its provisionally winning bid(s) is subject to the bid withdrawal 
payment provisions of the Commission rules.69 We seek comment on these bid removal and bid 
withdrawal procedures. 

In the Part I Third Report and Order, the Commission explained that allowing bid withdrawals facilitates 
efficient aggregation of licenses and the pursuit of backup strategies as information becomes available 
during the course of an auction.” The Commission noted, however, that in some instances bidders may 
seek to withdraw bids for improper reasons. The Bureau, therefore, has discretion in managing the auction 
to limit the number of withdrawals to prevent any bidding abuses. The Commission stated that the Bureau 
should assertively exercise its discretion, consider limiting the number of rounds in which bidders may 
withdraw bids, and prevent bidders from bidding on a particular market if the Bureau finds that a bidder is 
abusing the Commission’s bid withdrawal  procedure^.^' 

Applying this reasoning, we propose to limit each bidder in an auction using the SMR format to 
withdrawing provisionally winning bids in no more than two rounds during the course of the auction. To 
permit a bidder to withdraw bids in more than two rounds may encourage insincere bidding or the use of 
withdrawals for anti-competitive purposes. The two rounds in which Withdrawals may be used will be at 
the bidder’s discretion; withdrawals otherwise must be in accordance with the Commission’s rules.”’ There 
is no limit on the number of provisionally winning bids that may be withdrawn in either of the rounds in 
which withdrawals are used. Withdrawals will remain subject to the bid withdrawal payment provisions 
specified in the Commission’s rules. 

SMR-PB - As in the SMR format, before the close of a round a bidder has the option of removing any bid 
placed in that round, effectively “unsubmitting” any bid placed in the round. Once a round closes, a bidder 
may no longer remove a bid. However, in contrast to SMR, bidders will not be permitted to withdraw any 
bids after a round has closed. 

As discussed above, the Parr I Third Report and Order permits withdrawals in the S M R  format in part to 
allow bidders to avoid being the winning bidder on some, but not all, of a desired set of licenses.73 In 
contrast to the license-by-license bidding of SMR, the SMR-PB format does not expose bidders to the risk 
of winning incomplete aggregations. In SMR-PB, bidders can only win licenses that were submitted as 
part of a single package bid and therefore, withdrawals are not needed to avoid winning an incomplete set 
of licenses. 

Bids in an SMR-PB auction are much more interdependent than in an S M R  auction. In an SMR auction, 
whether a bid on a license becomes provisionally winning depends only upon whether it is the highest bid 
submitted for the license and, in the case of ties, on its random number assignment. In contrast, in the 
SMR-PB format, whether a bid becomes part of the provisionally winning set depends in part upon the 
particular configuration of package bids submitted by other bidders and upon the identities of the bidders 
submitting them, because a given bidder can only have one bid in the provisionally winning set. 
Consequently, a withdrawn bid in an SMR-PB auction may significantly change the current set of 
provisionally winning bids and seriously disrupt the bidding strategies of other bidders. 

6947C.F.R. 5 5  1.2104(g)and 1.2109. 

70 Part I ThirdReport and Order, 13 FCC Rcd at 459-60 Q 150. 

71 Id. 

72 See 47 C.F.R. 5 1.2104(g). 

Part I Third Report and Order, 13 FCC Rcd at 459-60 7 150. 73 
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Hence, because the potential benefits to bidders from being able to withdraw bids are much lower in an 
SMR-PB auction than in an SMR auction and because the potential harms to other bidders from withdrawn 
bids are potentially much greater, no withdrawals will be permitted in an auction using the SMR-PB 
format. 

D. Considerations Relating to Certain Post-Auction Payment Rules 

1. Apportioning Package Bids 

In the event that we offer AWS-I licenses in an auction using SMR-PB, we seek comment on the 
appropriate mechanism for apportioning package bids among the individual licenses comprising the 
package. In package bidding, when bidders place winning all-or-nothing bids on groups of licenses, there 
will.be no identifiable bid amounts on the individual licenses that comprise packages of more than one 
license. However, the Commission’s competitive bidding rules and procedures assume that the amount of 
each bid on an individual license always is known. For example, rules for calculating the amount of a 
small business, new entrant, or tribal land bidding credit, presume that the winning bid on the license or 
construction permit is 
which involves a comparison between the withdrawing or defaulting bidder’s bid and a subsequent bid, the 
rules assume that there are bid amounts for individual licenses?5 Accordingly, the Commission recently 
adopted a new rule providing that, in advance of each auction with the package bidding, the Commission 
shall establish a methodology for determining how to estimate the price or bid on an individual license 
included in a package of licenses?6 

In the event that we offer AWS-I licenses in an auction using SMR-PB, we propose to use final current 
price estimates as a mechanism for apportioning package bids among the individual licenses comprising the 
package when regulatory calculations require a bid amount on an individual license. As summarized below 
and described in detail in Attachment B, current price estimates (“CPEs”) for each license in an SMR-PB 
auction reflect the demand expressed by bids in the auction that include the li~ense.’~ CPEs are calculated 
in each round of the auction using an algorithm that takes into account all the bids placed in the auction that 
include that license, whether the bids are for the individual license or include the license in a package with 
other licenses. The algorithm assures that the sum of CPEs for individual licenses in a package that is part 
of the provisionally winning set equals the provisionally winning bid amount for the package. Thus, CPEs 
in effect apportion the provisionally winning bid amount for a package in the provisionally winning set 
among the individual licenses in the package based on the relative demand for each license as expressed by 
bids in the auction. Final CPEs, or final price estimates (“FPEs”), are the CPEs from the fmal round of the 
auction. Accordingly, FPEs reflect all bids made in the auction and can be used to apportion a winning bid 
on a package. We seek comment on this proposal. 

Similarly, in determining the amount of a default or withdrawal payment, 

2. Establishing the Interim Withdrawal Payment Percentage 

We seek comment on the appropriate percentage of a withdrawn bid that should be assessed as an interim 
withdrawal payment, in the event that a final withdrawal payment cannot be determined at the close of the 
auction. In general, the Commission’s rules provide that a bidder that withdraws a bid during an auction is 
subject to a withdrawal payment equal to the difference between the amount of the withdrawn bid and the 

” See 47 C.F.R. $8 1.21 1O(f), 73.5007. Knowing the size of a small business bidding credit on an individual license 
may be necessary in order to calculate a small business bidding credit unjust enrichment obligation on a license won 
as part of a package. 

75 See 47 C.F.R. 8 1.2104(g). 
76 See CSEA/Part I Report and Order at 7 39. 

77 See Attachment B to his Public Notice. See also Section II.C.5. “Bid Amounts,’’ supra. In addition, the use of 
final current price estimates to apportion package bids was proposed and discussed in the recent proceeding that 
resulted in the new d e .  See CSEMPart 1 Report and Order at 77 36-37. 
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mount ofthe winning bid in the same or subsequent auction(s)?’ However, if a license for which there 
has been a withdrawn bid is neither subject to a subsequent higher bid nor won in the same auction, the 
final withdrawal payment cannot be calculated until a corresponding license is subject to a higher bid or 
won in a subsequent auction. When that final payment cannot yet be calculated, the bidder responsible for 
the withdrawn bid is assessed an interim bid withdrawal payment, which will be applied toward any final 
bid withdrawal payment that is ultimately as~essed.~’ The Commission recently amended its rules to 
provide that in advance of the auction, the Commission shall establish the percentage of the withdrawn bid 
to be assessed as an interim bid withdrawal payment between three percent [3”/0) and twenty percent 

When it adopted the new rule, the Commission indicated that the level of the interim withdrawal payment 
in a particular auction will be based on the nature of the service and the inventory of the licenses being 
offered.” The Commission noted that it may impose a higher interim withdrawal payment percentage to 
deter the anti-competitive use of withdrawals when, for example, bidders likely \iill not need to aggregate 
licenses offered, such as when few licenses are offered that are not on adjacent frequencies or in adjacent 
areas, or there are few synergies to be captured by combining licenses.82 

With respect to an auction of AWS-1 licenses, the service rules permit a wide range of advanced services, 
some of which may best be offered by combining licenses on adjacent frequencies or in adjacent areas. In 
addition, an auction of AWS-1 licenses will make available multiple licenses on adjacent frequencies in 
geographic areas of varying sizes. Given the availability of so many different licenses and ow interest in 
deterring strategic withdrawals, we propose a percentage above the 3 percent (3%) previously provided by 
the Commission’s rules. Specifically, taking into account the factors discussed above, we propose to 
establish the percentage of the withdrawn bid to be assessed as an interim bid withdrawal payment at ten 
percent (10%) for the AWS-1 auction. We seek comment on this pr0posal.8~ 

(20?/)?0 

3. Establishing the Additional Default Payment Percentage 

We seek comment on the appropriate percentage of an applicable bid that should be assessed as an 
additional default payment in an auction under the SMR format. If, after the close of an auction, a winning 
bidder defaults on a down payment or final payment obligation or is disqualified, the bidder is liable for a 
default payment.84 This payment consists of a deficiency portion, equal to the difference between the 
amount of the bidder’s bid and the amount of the winning bid the next time a license covering the same 
spectrum is won in an auction, plus an additional payment equal to a percentage of the defaulter’s bid or of 
the subsequent winning bid, whichever is less.” Under both prior and recently adopted Commission rules, 

~~ 

” 47 C.F.R. 5 1.2104(g)(l). The withdrawal payment amount is deducted from any upfiont payments or down 
payments that the withdrawing bidder has deposited with the Commission. No withdrawal payment is assessed for a 
withdrawn bid if either the subsequent winning bid or any of the intervening subsequent withdrawn bids equals or 
exceeds that withdrawn bid. Id. 

79 Id. 

See CSEMPart I Reporl and Order at 7 30. 
Id. at731 
Id. 

83 We note that comm6nts received in the proceeding that resulted in the new rule specifically addressed the 
application of the new rule to the auction of AWS-1 licenses. CSEAIPart I Report and Order at 
received favored increasing the interim withdrawal payment to deter strategic bidding given the importance of the 
AWS-1 licenses. In addition, one comment suggested establishing tiered percentages, with the percentage of the 
interim withdrawal payment to be assessed increasing in later stages of the auction. Though we may do so under OUT 
new rule, we do not propose tiered percentages. In this frst auction using the new rule, we propose to adopt a single 
percentage. We note that increasing bid amounts later in the auction increase the absolute amount ofany interim 
withdrawal payment without any increase in the percentage of the withdrawn bid assessed. 
84 See 47 C.F.R. $8 1.2104(g), 1.2109. Bidders that are disqualified after the close of an auction are referred to as 
“defaulting bidders,” just as are bidders that default after an auction’s close. Similarly, the payment owed by a 
disqualified bidder is referred to as a “default payment.” 

30-32. Comments 

” 47 C.F.R. 5 1.2104(g)(2). 
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in an auction under the SMR-PB format, the additional default payment will be twenty-five percent (25%) 
of the defaulted bid.86 However, the Commission’s recently adopted new rule provides that in auctions 
under the S M R  format, the Commission shall establish in the advance of the auction the percentage of the 
applicable bid to be assessed as an additional payment between three percent (3%) and twenty percent 
(20%).87 

When it adopted the new rule, the Commission indicated that the level of the additional default payment in 
a particular S M R  auction will be based on the nature of the service and the inventory of the licenses being 
offered.” In this regard, we believe that it is significant that the auction of AWS-1 licenses will be the first 
opportunity for bidders to obtain licenses to provide advanced wireless services. This context heightens the 
public interest in avoiding any delay in providing access to the spectrum that might result from defaults on 
winning bids. Furthermore, the public interest in rapid deployment of new advanced wireless services 
might be adversely affected by defaults. 

Given our interest in deterring defaults, we propose a percentage above the 3 percent (3%) minimum 
previously provided by the Commission’s rules. We propose to set the additional default payment for the 
auction of AWS-I licenses at ten percent (10%) of the applicable bid. We seek comment on this proposal. 

III. CONCLUSION 

Comments are due on or before February 14,2006, and reply comments are due on or before 
February 28,2006. All filings related to the auction(s) of A W S l  licenses should refer to 
AU Docket No. 06-30. Comments may be submitted using the Commission’s Electronic Comment Filing 
System (ECFS) or by filing paper copie~.’~ The Bureau encourages interested parties to file electronically. 

Electronic Filers: Parties who choose to file electronically through ECFS need submit only one copy. 
Comments may be filed electronically using the Internet by accessing the ECFS at 
httD://www.fcc.aov/cgb/ecfs/. Filers should follow the instructions provided on the website for submitting 
comments. In completing the transmittal screen, filers should include their full name, US.  Postal Service 
mailing address, and the applicable docket or rulemaking number. Parties may also submit an electronic 
comment by Internet e-mail. To get filing instructions, filers should send an e-mail to ecfs@,fcc.gov, and 
include the following words in the body of the message, “get form.” A sample form and directions will be 
sent in response. 

Paper Filers: Parties who choose to file by paper must file an original and four copies of each filing. 
Filings can be sent by hand or messenger delivery, by commercial overnight courier, or by first-class or 
overnight U.S. Postal Service mail (although we continue to experience delays in receiving U.S. Postal 
Service mail). All filings must be addressed to the Commission’s Secretary Attn: WTBIASAD, Office of 
the Secretary, Federal Communications Commission. 

The Commission’s contractor will receive hand-delivered or messenger-delivered paper filings for the 
Commission’s Secretary at 236 Massachusetts Avenue, NE, Suite 110, Washington, DC 20002. The 
filing hours at this location are 8:OO a.m. to 7:OO p.m. All hand deliveries must be held together with 
rubber bands or fasteners. Any envelopes must be disposed of before entering the building. 

Commercial overnight mail (other than U.S. Postal Service Express Mail and Priority Mail) must be 
sent to 9300 East Hampton Drive, Capitol Heights, MD 20743. 

U.S. Postal Service first-class, Express, and Priority mail should be addressed to 445 12th Street, SW, 
Washington DC 20554. 

86 47 C.F.R. 5 1.2104(g)(2)(ii). 
CSEMPart I Report and Order at 7 3 1. 

Id. 

See Electronic Filing of Documents in Rulemaking Proceedings, GC Docket No. 97-1 13, Report and Order, 13 89 

FCC Rcd 11322 (1998). 
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The Bureau also requests that a copy of all comments and reply comments be submitted electronically to 
the following address: auction66@,fcc.eov. 

Copies of comments and reply comments will be available for public inspection between 8:OO a.m. and 
4:30 p,m. Eastern Time (ET) Monday through Thursday or 8:OO a.m. to 11:30 a.m. ET on Fridays in the 
FCC Reference Information Center, Room CY-A257,445 12th Street, SW, Washington, DC 20554, and 
will also be accessible through the search function on the ECFS web page at hthx//www.fcc.eov/wb/ecfs/. 

This proceeding has been designated as a “permit-but-disclose” proceeding in accordance with the 
Commission’s exparte rules?’ Persons making oral exparte presentations are reminded that memoranda 
summarizing the presentations must contain summaries of the substance of the presentations and not 
merely a listing of the subjects discussed. More than a one or two sentence description of the views and 
arguments presented is generally required?l Other rules pertaining to oral and written exparte 
presentations in permit-but-disclose proceedings are set forth in Section 1.1206@) of the Commission’s 
rules?* 

For further information concerning this proceeding, contact: 

Broadband Division, Wireless Telecommunications Bureau 

For service rules questions: Peter Corea at (202) 418-2487 

Auctions and Spectrum Access Division, Wireless Telecommunications Bureau 

For legal questions: Scott Mackoul at (202) 418-0660 

For general auction questions: Lisa Stover at (717) 338-2888 

- FCC- 

9047C.F.R.5g 1.1200(a), 1.1206. 
91 47 C.F.R. 5 1.120qb). 
” I d .  
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Auction No. 66 - Advanced Wireless Services (AWS-1) 

Attachment A - All License Summary 
DA 06-238 

Channel Block B I 176 

Total EA Licenses I 352 
176 Channel Block C 

Cellular Market Area (CMA) Licenses 
I ChannelBlockA I 734 I 285,646,000 I $285,&16,000) $285,646,0001 

285,667,000 I $285,667,0001 $285,667,000 

428,498,000 1 $428,498,0001 $428,498,000 
142,831,000 I S142,831,0001 $142,831 000 

Reeional Economic Area Grouping 
Channel Block D 
Channel Block E 
Channel Block F 

Total REAG Licenses 

I T O ~ ~ I  Licenseo I 1,122 I 1,285,464,000 1 $1,285,464,0001 $1,285,464,0001 

(REAG) Licenses 
12 142,830,000 5142,830,000 $142,830,000 
12 142,830,000 $142,830,000 $142,830,000 
12 285,660,000 $285,660,000 $285,660,000 
36 571,320,000 $571,320,000 $571,320,000 

A -  1 



Auction No. 66 - Advanced Wireless Services (AWS-1) 

Attachment A - Cellular Market Area (CMA) Licenses 
DA 06-238 

A - 2  


