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VIA ELECTRONIC FILING

Ms. Marlene H. Dortch, Esq.
Secretary

Federa Communications Commission
445 12th Street, SW, Room TWA325
Washington, DC 20554

Re: Notice of Ex Parte Presentation in WT Docket No. 06-150
Dear Ms. Dortch:

On January 11, 2007, SpectrumCo LLC (“ SpectrumCo”) representative David Don, economic
consultant Dr. Coleman Bazelon, and | met with Aaron Goldberger, legal advisor to
Commissioner Deborah Tate, to discuss the above-captioned 700 MHz proceeding.

During the meetings, SpectrumCo’ s representatives discussed the attached ex parte letter and the
attached economic analysis provided by Dr. Coleman Bazelon and previoudly filed in this
docket. Specifically, SpectrumCo discussed the benefits of its proposed 700 MHz band plan,
featuring amix of geographic arealicenses similar to the “building block” model used in the
FCC'’ s successful Advanced Wireless Service auction.
Please contact me if there are any questions regarding this filing.
Sincerely,

/s Michele C. Farquhar

Michele C. Farquhar
Attorney for SpectrumCo LLC

Attachments

ccC: Aaron Goldberger
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VIA ECFS

Marlene H. Dortch, Esqg.

Secretary

Federa Communications Commission
445 Twelfth Street, SW

Washington, DC 20554

Re: Ex Parte Communication
WT Docket No. 06-150
Service Rulesfor the 698-746, 747-762 and 777-792 MHz Bands

Dear Ms. Dortch:

SpectrumCo LLC (“SpectrumCo”)*, by its attorneys, submits this ex parte letter and
accompanying analysis to provide further support for the adoption of (1) amix of geographic
service areas, and (2) amix of spectrum blocks in the upcoming auction of the remaining
spectrum in the 700 MHz (698-746, 747-762 and 777-792 MHz) band. The attached white paper
prepared by Dr. Coleman Bazelon —which includes a detailed analysis of the recently completed
Advanced Wireless Service (“AWS’) auction, an explanation of auction theory, and economic
analysis supporting this position — bolsters the strong record in this proceeding and the
overwhelming support for areduction in size of both the geographic service areas and spectrum
blocks in the 700 MHz auction.”

Overview

As an active and successful participant in the Commission’s recent AWS auction,
SpectrumCao is familiar with the benefits of a“building block” approach to assembling a national
wireless network by winning multiple licenses covering smaller markets. During the AWS
auction, SpectrumCo bid on many different licenses of interest, but ultimately aggregated a
nationwide footprint through its high bids on 137 Economic Area (“EA”) licenses.

SpectrumCo’ s experience in the AWS auction — as well as sound economic theory,

! SpectrumCo is a Delaware limited liability company, managed by C Spectrum Investment, LLC, a subsidiary of
Comcast Corporation. Class B equity owners of SpectrumCo are C Spectrum Investment, LLC; Time Warner Cable
LLC, asubsidiary of Time Warner Inc.; Cox Wireless, Inc., asubsidiary of Cox Enterprises, Inc.; and Bright House
Networks, LLC.

? Coleman Bazelon, “ The Economics of License Sizes in the Upcoming 700 MHz Band Auction” (“Bazelon”).



Marlene H. Dortch, Esg.
January 8, 2007

Page 2

Congressional auction mandates, precedent established in successful Commission auctions for
similar spectrum, and changed circumstances since the Commission established the initial 700
MHz band plan — clearly demonstrate the rationale and the necessity for auctioning spectrum in
smaller geographic areas and block sizes, particularly focusing on mid-sized EA licenses. As
explained in Dr. Bazelon’' s white paper, smaller licenses facilitate a bidder’ s ability to meet its
demand through the auction by allowing bidders to determine the optimal service area sizes and
the most efficient spectrum configurations for their business purposes.® Bidders can thereby
reduce post-auction transaction costs, which will promote faster deployment of wireless services
and provide related consumer benefits. Also, auctions that include a mixture of license sizes
should generate a greater number of interested bidders and promote buildout in rural areas.
SpectrumCo’ s proposed band plan would help to accomplish these vital policy goals while
facilitating strong demand for 700 MHz spectrum among incumbent carriers of different sizes as
well as new entrants, fostering competition and providing consumers more choices and lower
prices.

SpectrumCo Band Plan Proposal for Diversifying License Sizesin the 700 MHz Band

As summarized in the Notice of Proposed Rulemaking,” the Commission’ s current band
plan divides previously unauctioned 700 MHz spectrum into five blocks on the basis of six very
large, super-regional geographic service areas throughout the entire United States (using only
Economic Area Groupings, or “EAGS’). Specifically, the present band plan divides the
unauctioned portions of the Upper 700 MHz band into one 10 MHz block (the C Block) and one
20 MHz block (the D Block), with both blocks scheduled to be auctioned on an EAG basis. The
unauctioned portions of the Lower 700 MHz band include two 12 MHz blocks (the A and B
Blocks) and one 6 MHz block (the E Block), al three of which are also slated for auction on an
EAG basis.

As described herein and in the white paper, a band plan containing nothing but extremely
large licenses forces even large, well-financed entities to buy more spectrum than they may need
and diminishes the flexibility to determine the best configuration of licenses for their planned
wireless service. Inflexible auction design choices force inefficient outcomes and lead to the
potential warehousing of undesired spectrum by license holders unwilling or unable to bear the
transaction costs of partitioning and selling spectrum rightsin secondary markets.”> Moreover,
the assignment of al available licenses into EAG-wide, super-regional geographic service areas
would likely foreclose participation in the upcoming auction by all but the largest incumbent
carriers and exceedingly well-financed companies — shutting out numerous potential new
entrants as well asregional and rural wireless carriersthat could neither use nor likely afford
licenses covering such alarge potential service territory.® Instead, the Commission should
reconfigure the 700 MHz band plan to provide an additional 10 MHz block and a mix of
geographic service areas that conform with the service areas offered in the recent AWS auction

° Seeid. at 4-7.

* See Service Rules for the 698-746, 747-762 and 777-792 MHz Bands, Notice of Proposed Rulemaking, FCC 06-
114, 19 10-15 (rel. Aug. 10, 2006) (“ Notice of Proposed Rulemaking”).

° See Bazelon at 3-4.

® See Service Rules for Advanced Wireless Services in the 1.7 GHz and 2.1 GHz Bands, Order on Reconsideration,
20 FCC Rcd 14058, 110 (2005) (“AWS Reconsideration Order™) (“ Specifically, wefind . . . that a 30 megahertz
REAG block istoo large for most bidders and should be broken into smaller components that could be aggregated,
and that offering an additional block licensed on an EA basis would help enhance the mixture of large and small
geographic area licenses available to applicants.”).
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and that allow aggregation opportunities with adjacent bands. Doing so would allow licensees
like SpectrumCo to augment their spectrum holdings in a more tailored fashion, while still
allowing bidders to aggregate large-sized spectrum blocks.

Proposed Band Plan: Therefore, in the Upper 700 MHz band, the Commission should
divide the 20 MHz block into two 10 MHz blocks for the auction. The resulting three 10 MHz
blocks in the Upper 700 MHz band will increase the number of bidding opportunitiesin each
market, while still enabling bidders to combine two or three of these blocks where larger
aggregations of spectrum are desired. The Commission should auction all three of these 10 MHz
blocks on the basis of mid-sized EA licenses rather than super-regional EAG geographic areas.
The mid-sized EA geographic service areas can be used effectively by very small and very large
bidders alike, as demonstrated in the AWS auction, and will facilitate aggregation of 700 MHz
and AWS spectrum by licensees. Asthe Commission noted in reconfiguring the AWS band plan,
“[i]ncreasing the amount of spectrum licensed on an EA basiswill offer applicants the option of
combining spectrum blocks and service areas to suit their business plans,” noting commenters
suggestions that the EA spectrum blocks are optimally sized to be aggregated with other EA
licenses as well aswith larger or smaller-sized spectrum blocks.”

In the Lower 700 MHz band, the Commission should auction the A Block on an EA basis,
the B Block on a Cellular Market Area (“CMA”) basis (facilitating aggregation opportunities
with the adjacent C Block in the Lower 700 MHz band, which has already been auctioned on a
CMA basis), and the E Block on a Regional Economic Area Grouping (“REAG”) basis (similar
to the adjacent D Block, auctioned on an EAG basis). This“building block” approach would
ensure the availability of amix of geographic areas for potential bidders, preserving some larger-
area licenses while creating smaller-area licenses that winning bidders could either use on alocal
basis or aggregate into alarger footprint. In addition, as the Commission stated in revising the
AWS band plan, “by placing spectrum blocks with the same type of geographic area licenses
adjacent to one another, we enable licensees to employ avariety of aggregation possibilities.”®

SpectrumCo also respectfully requests that the Commission use REAGs rather than
EAGs asthe largest-sized areas to be auctioned in the 700 MHz band, to ensure consistency with
the licenses auctioned in the AWS auction.” Doing so would ensure that AWS licensees have
opportunities to add spectrum without unnecessary overlap with existing holdings.™® Currently,
the six super-regional EAGs for the 700 MHz band do not match any of the license areasin the
AWS auction (REAGs, EAs, and CMAS), which will make it difficult for carriersto efficiently
expand capacity and broaden local, regional, and national coverage.

The charts below illustrate the Upper 700 MHz and Lower 700 MHz band plans proposed
by SpectrumCo:

’Id., 1 18; see also Ex Parte Communication of Verizon Wireless, WT Docket No. 02-353, at 1-2 (filed May 27,
2005) (proposing revisions to the AWS band plan to include “a variety of geographic and frequency blocks,
allowing for efficient aggregation of spectrum” and specifically urging the Commission to “provide[ ] more
flexibility for prospective licensees’ by revising the AWS band plan in order “to place contiguously the EAs and
REAGs, or spectrum ‘building blocks,” permitting both efficient geographic and frequency aggregation”).

& AWS Reconsideration Order, 1 18.

° Seeid,, 120.

19 See Bazelon at 5 (discussing demand in the AWS auction from bidders seeking to fill in coverage areasin
existing networks).
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Proposed Upper 700 MHz Band Plan
746 747 752 757 762 764 770 776 777 782 787 792 794
A . W
60
Television Channelization
Block Freguencies (MH2) Bandwidth Pairing Geographic Area Type No. of Licenses

A (Guard Band) 746-747, 776-777 2 MHz 2x1MHz Major Economic Areas 52

B (Guard Band) 762-764, 792-794 4 MHz 2x2MHz Major Economic Areas 52

C 747-752, 777-782 10 MHz 2X5MHz Economic Areas 176

D 752-757, 782-787 10 MHz 2X5MHz Economic Areas 176

E 757-762, 787-792 10 MHz 2X5MHz Economic Areas 176

Proposed Lower 700 MHz Band Plan
698 704 710 716 740 746
52
Television Channelization
Block Frequencies (MH2) Bandwidth Pairing Geographic Area Type No. of Licenses

A 698-704, 728-734 12 MHz 2X 6 MHz Economic Areas 176

B 704-710, 734-740 12 MHz 2Xx6MHz MSA/RSA (CMAS) 734

C 710-716, 740-746 12 MHz 2x6MHz MSA/RSA (CMAS) 734

D 716-722 6 MHz unpaired 700 MHz EAG 6
E 722-728 6 MHz unpaired 700 MHz REAG 12

SpectrumCo’'s AWS Auction Experience Demonstrates the Value of Including Smaller
License Areasin the 700 MHz Auction

SpectrumCo’s AWS auction experience demonstrates that large spectrum blocks and
large geographic service area licenses are not necessary for bidders to acquire a nationwide
spectrum footprint. Asdetailed in the attached white paper, SpectrumCo was successful in
purchasing enough licensed spectrum to obtain a nationwide footprint. Several partiesfiling
comments in response to the Notice of Proposed Rulemaking noted that the availability of EA-
sized licensesin the AWS auction enabled SpectrumCo (and potentially other new entrants) to
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obtain a nationwide footprint,"* despite the active bidding of several large incumbent wireless
carriers. Therefore, it isincorrect for commentersin this proceeding to argue that EAG-sized
blocks or even a single nationwide license are necessary or preferable to provide nationwide
opportunities in the 700 MHz band.*

The AWS auction was widely considered a success for bidders of all sizes, and for
incumbents and new entrants alike.™ New entrant SpectrumCo was the third highest bidder in
this auction and, as described below, successfully aggregated a nationwide footprint through its
high bids on 137 EA licenses. The AWS auction also allowed incumbent national carriers and
other larger providersto fill gapsin existing networks by obtaining and aggregating EA-sized
licenses. Regional and smaller carriers also successfully added new markets and expanded their
coverage in existing markets. In fact, the Rural Cellular Association (“RCA”™) reported that 70 of
the 104 winning bidders in the auction were rural carriers or small businesses.™

As the white paper demonstrates, of the 168 eligible biddersin the AWS auction, 153
bidders that represented 200 million upfront bidding units, and that ultimately purchased 355
licenses for $220 million, likely would not have entered the AWS auction if only large REAG
licenses had been available. These 153 bidders never placed a bid on an REAG-sized spectrum
block during the AWS auction, and 152 of them did not have enough initial eligibility to
purchase even the smallest of the continental REAG licenses.™ Yet, as the white paper
illustrates, this group of bidders placed bids on licensesin every state in the continental United
States and in license areas almost covering the entire country — and they succeeded in winning
licenses in almost all of the areas where they placed bids.™® It isfair to conclude, therefore, that
had the AWS auction only included super-regional REAG licenses, the auction may not have
turned out to be “the biggest, most successful wireless auction in the Commission’s history.”*’

In the AWS auction, SpectrumCao first bid on REAG licenses, but eventually focused its
bidding on EA licenses. Using this approach, SpectrumCo won 137 licenses covering 260.5
million people at atotal price of almost $2.4 billion.”® SpectrumCo’s successful aggregation
strategy proves that the auction of smaller spectrum blocks and smaller geographic area licenses
does not inhibit the creation of very large and even nationwide footprints. As the white paper
explains, smaller spectrum blocks provide efficient optionality to bidders — meaning that bidders
intent on purchasing a national package of licenses can do so by using aggregation strategies that
minimize the risk of failed aggregations, while bidders that demand smaller service areas and
spectrum blocks can bid on licenses of optimal size for their less expansive coverage needs. The
same cannot be said of larger EAG license areas.

" See eg., Reply Comments of the Rural Telecommunications Group at 1-6 (filed Oct. 20, 2006); Erratum to the
Comments of MetroPCS Communications, Inc. at 5-6 (filed Sept. 29, 2006); Reply Comments of MetroPCS
Communications, Inc. at 2 (filed Oct. 20, 2006).

12 See e.g., Joint Comments of DIRECTV, Inc. and EchoStar Satellite L.L.C. at 3-7 (filed Sept. 29, 2006);
Comments of AT&T Inc. at 4-10 (filed Oct. 5, 2006); Comments of Cingular WirelessLLC at 5-9 (filed Oct. 5,
2006); Comments of Verizon Wireless at 4-5 (filed Sept. 29, 2006); Comments of Motorola, Inc. at 6-8 (filed Sept.
29, 2006); Comments of Qualcomm Incorporated at 16-17 (filed Sept. 29, 2006).

* SeeBazelon at 1-3.

“d. a 3.

© Seeid. at 9.

1® Seeid. at 10-11, Figures 3 and 4.

Y 1d. at 1 (quoting Chairman Martin’s statement as reported in Kathryn Balint, Wireless firms win spectrum auction;
S.D. companies NextWave, Leap bid successfully, San Diego Union-Tribune, Sept. 20, 2006, at C-1).

% 1d. at 8-9, Figure 2.
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Economic and Auction Theory Support Use of a Mix of License Sizesin the 700 MHz Band

As demonstrated below and in the white paper, large spectrum blocks and geographic
areas serve anarrow interest, affording only the largest incumbent carriers or large new entrants
able to finance anational strategy with a realistic opportunity to bid and acquire these licenses.™
Although some of the proponents of larger spectrum blocks argue that post-auction
disaggregation through secondary market transactions will meet the needs of carriersthat have
smaller demands for spectrum,” this claim concedes that there is demand for smaller licenses.
These proponents simply prefer secondary markets to an auction as the means to satisfy that
demand, ignoring the substantial and unnecessary transaction costs associated with these after-
auction options” and the potential for large amounts of spectrum to lay fallow if secondary
market transactions do not occur. Moreover, relying on secondary markets permits incumbent
licensees to determine whether there will be additional entry and to select the entities, if any, to
which they will transfer spectrum.?

The attached white paper explains, however, that there is significant value in designing
auctions that allow bidders to purchase licenses that are specifically tailored to their business
plans and/or complementary to their existing spectrum holdings or other assets, thereby allow
auction participants to bid flexibly in order to obtain spectrum necessary to filling coverage holes
or serving particular regions of the country.” Indeed, a number of state agencies filing joint
comments in this proceeding have cited the “ serious public policy issue’ created by wireless
coverage gapsin their states, and have called for smaller license areas to promote service in rural
markets.”* As noted by Dr. Bazelon, “[o]nly by starting with reasonably small building blocks
can bidders have the flexibility to configure the set of licenses that best meets their needs.” >

Auctioning the remaining 700 MHz spectrum exclusively in afew massive EAG-sized
license blocks would fail to recognize the bidder-specific nature of demand for new spectrum,
and would reduce potential interest in the available spectrum by severely limiting bidders' ability
to define and bid on the packages of licenses they value most. The Commission should not
ignore the efficiency of alowing bidders to choose which grouping of licenses they most desire,
something which is not possible with larger licenses.?

To maximize economic efficiency as well asflexibility, the 700 MHz auction should
include some smaller spectrum blocks, and these should align with the EA and CMA geographic
service areas used in the AWS auction.?” As stated in the white paper, the use of the AWS band

% See, e.g., Comments of United States Cellular Corporation at 8-9 (filed Sept. 29, 2006) (describing the
“formidable burden” that even larger regional carriers would face in bidding for EAG-sized licenses).

0 See Comments of Cingular Wireless LLC at 8; Comments of AT&T Inc. at 10-11.

?! See Comments of United States Cellular Corporation at 9 (noting that secondary markets play an important role
in the efficient allocation of spectrum but arguing that these mechanisms “cannot replace the primary marketplace
opportunities afforded by spectrum auctions including smaller license areas, fairly contested for in an open and
competitive bidding process”).

“ See 47 U.S.C. § 310(d) (prohibiting the FCC from determining, in reviewing transfer of control or assignment
applications, whether the public interest would be served by a different entity rather than the proposed transferee or
assignee).

* SeeBazelon at 4-7.

* Comments of Vermont Dept. of Public Service et al. at 1-5 (filed Sept. 29, 2006).

» Bazelon at 6.

* Seeid. at 5-6.

" Seeid. at 11-12.
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plan model in the 700 MHz auction is likely to be even more successful than in the AWS auction
because of the numerous licensees that now have licenses covering REAG, EA, and CMA aress.
The 104 winners from the AWS auction will have demands that will most efficiently be met by
700 MHz licenses of the same geographic scope as those obtained in the AWS auction.”®

SpectrumCo's Band Plan Proposal is Supported by Congressional Auction Mandates and
Commission Auction Precedent, and Will Not Delay the 700 MHz Auction

A decision to create smaller geographic service areas and spectrum blocks would be more
faithful to Congressional auction mandates and Commission precedent than preserving the
extremely large service areas in the present 700 MHz band plan. Long-standing statutory
mandates, including provisions in Section 309(j) of the Communications Act,” require the
Commission to design competitive bidding processes that promote “an equitable distribution of
licenses and services among geographic areas,”*° and “avoid| ] excessive concentration of
licenses. . . by disseminating licenses among awide variety of applicants, including small
businesses, rural telephone companies, and businesses owned by members of minority groups
and women.”*" Over the past 12 years, the Commission has achieved these mandatesiin its
auction policies by making smaller license areas and blocks available, attracting a wide variety
of applicants and spurring explosive growth in consumer use of wireless services. If smaller
service areas and spectrum blocks are not offered in the 700 MHz band plan, these goals likely
will not be achieved in this auction.

In addition, Commission experience using smaller geographic areas and spectrum blocks
in major auctions of spectrum suitable for mobile services, particularly the PCS and AWS
auctions, counselsin favor of using smaller areas and blocks in the 700 MHz band.** By contrast,
the current 700 MHz band plan would force the Commission to embark upon the untested
experiment of offering only very large geographic areas for prime mobile spectrum that is highly
sought after by awide range of potential bidders. The 700 MHz band is too valuable, and
interest in the spectrum is too great, to justify such an experiment.

Furthermore, proponents of the current band plan drastically overestimate the delays that
might be associated with revising the 700 MHz band plan, particularly given the Commission’s
experience with smaller sizesin earlier auctions for similar spectrum. When faced with similar
circumstances in the AWS auction, the Commission adjusted the AWS band plan in August 2005
to create smaller geographic areas and provide more opportunity for small and rural bidders.*
Although these changes were made just ten months before the planned start of the auction, the
AWS auction proved to be the Commission’s most successful auction in history. With ayear to
go before the start of the 700 MHz auction, there is no reason why a similar result could not
occur here.

*1d. at 11.

% See 47 U.S.C. §309()(3), ()(4)(C), ()(4)(D).

% 1d. §309()(4)(C).

*1d. §309()(3)(B).

# See eg., Implementation of Section 309(j) of the Communications Act — Competitive Bidding, Fifth Report and
Order, 9 FCC Rcd 5532, 115-7 (1994) (“PCS Auction Order”) (establishing initial auction procedures for
broadband PCS licenses); see also AWS Reconsideration Order, 1 17.

# See AWS Reconsideration Order, 19 15, 17.
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Notably, one commenter, Cingular, asserts without any substantiation that utilizing
smaller license sizes and increasing the number of licenses auctioned will result in alonger
auction.** Thereis no necessary link, however, between the number of licenses in an auction and
the length of time the auction takes, and a more relevant factor could be, for example, the
minimum opening bids and bidding increments set by the Commission.* Even accepting as true
Cingular’ s argument, however, there is no basis to conclude that the increase in the number of
licenses advocated in SpectrumCo’ s band plan proposal would significantly slow the pace of the
auction or extend the time it takes to conclude the auction. The AWS auction opened on August
9, 2006, and concluded on September 18, 2006 — ending after five-and-a-half weeks*® The six
blocks offered in the AWS auction were partitioned into 1,122 licenses. If the Commission were
to adopt SpectrumCo’ s proposal for the remaining 700 MHz band spectrum — partitioning the
spectrum into six blocks with a license configuration of one REAG block, four EA blocks, and
one CMA block — the 700 MHz auction would include atotal of 1,450 licenses. Even if one
assumed that there would be a proportional increase in auction time relative to the five-and-a-
half week AWS auction (although such a proportional increase is not supported by past
Commission auction data), this would still result in the 700 MHz auction concluding in under
two months.

Changed Circumstances Provide Further Support for Revising the 700 MHz Band Plan

The wireless marketplace has changed a great deal since the Commission first adopted
the 700 MHz band plans. These changes, and the policies that guided the Commission’s
successful AWS auction, strongly favor adopting the AWS model for the 700 MHz band. The
factors arguing in favor of improved access to spectrum for multiple carriersin the AWS band
apply with equal or greater force here, asindustry consolidation and other pressures continue to
make spectrum suitable for deployment of mobile services harder to obtain. Likewise, amix of
licenses in the 700 MHz band can facilitate demand, spur deployment in underserved areas, and
promote competition among existing carriers and new entrants, thereby benefiting consumers
and the public interest.

The Commission developed its band plans for the Upper and Lower 700 MHz bandsin
2000 and 2002, respectively, in avery different stage in the development of wireless service and
without the benefit of the wide range of commenters that responded to the Notice of Proposed
Rulemaking in the present proceeding.®” At the time of the Upper 700 MHz band plan decision,
for example, the demand for mobile voice service was exploding as aresult of the introduction of
large-bucket mobile calling plans, and national carriers were desperate to add spectrum to large

* Reply Comments of Cingular Wireless LLC at 7 (filed Oct. 20, 2006).

% Past FCC auction data demonstrates that auction timing is not proportionally related to the number of licenses
auctioned. For example, in Auction 65, where only two 800 MHz air-ground licenses were awarded, the bidding
lasted 144 rounds. See Wireless Telecommunications Bureau Auction 65 summary, available at
http://wireless.fcc.gov/auctions/default.htm?ob=auction summary& id=65 (last visited Jan. 7, 2007). By
comparison, 1,087 licenses were won in Auction 66, yet the bidding lasted only an additional 17 rounds,
representing a 12% increase in the number of rounds despite the award of 543 times as many licenses.

% See Wireless Telecommunications Bureau Auction 66 summary, available at http://wireless.fcc.gov/
auctions/default.htm?job=auction_summary&id=66 (last visited Dec. 28, 2006).

" See generally Service Rules for the 746-764 and 776-794 MHz Bands, and Revisions to Part 27 of the
Commission’s Rules, First Report and Order, 15 FCC Rcd 476 (2000) (“Upper 700 MHz First Report and Order™);
Reallocation and Service Rules for the 698-746 MHz Spectrum Band (Television Channels 52-59), Memorandum
Opinion and Order, 17 FCC Rcd 11613 (2002) (“Lower 700 MHz MO&QO”).
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areas within their growing footprints. At the same time, the CMRS spectrum cap continued to
apply to non-700 MHz mobile spectrum (it was not eliminated until 2002),*® and the AWS
auction was still several years away.

The Commission also faced tight Congressional deadlines for auctioning this spectrum
(giving the Commission limited time to deliberate the appropriate license area and block sizes),
and needed to account for the uncertain timing as to when broadcast incumbents would transition
from the band. Since then, elimination of the spectrum cap, consolidation in the wireless
industry and completion of the AWS auction have allowed national and regional wireless carriers
to acquire significant amounts of additional spectrum. Furthermore, increased certainty
regarding the Digital Television transition has made the 700 MHz band a far more valuable
investment than it was during previous 700 MHz Auctions 44 and 49, which took place in 2002
and 2003.* Asreflected by the multitude of comments in this proceeding, the 700 MHz band is
now more attractive to awider range of potential bidders, including both existing carriers and
new entrants.

In the Notice of Proposed Rulemaking, the Commission recounts the following reasons
for establishing predominantly larger geographic areas in the original 700 MHz band plans:
facilitating construction of a nationwide footprint by providers; allowing existing technologies to
grow while also encouraging development of new technologies; providing economies of scale;
addressing problems associated with incumbent TV stations; and facilitating completion of the
auction in atimely manner.”> As explained more fully below, these reasons, while perhaps valid
in their time, no longer justify continued use of the EAG license boundaries. Therefore,
SpectrumCo urges the Commission to take into account the changed circumstances and the
current wireless marketplace in reevaluating the merits of utilizing only EAG-sized licenses for
the upcoming 700 MHz auction.

The highly successful (and highly aggregated) mobile wireless industry was built on
blocks of CMAs, BTAs and MTAs,* rather than nationwide or super-regional licenses.
Accordingly, in light of the nationwide footprint and national service plans established by large
incumbent carriersusing CMA, BTA, and MTA-sized spectrum blocks, it is unreasonable for
certain commenters favoring the current band plan to suggest that economically practicable
deployment of nationwide service or the realization of economies of scale depends on national
spectrum licenses.”” SpectrumCo’s experience in the AWS auction also clearly demonstrates

% See 47 C.F.R. § 20.6(f) (noting that the CM RS spectrum cap ceased to be effective January 1, 2003).

* The DTV Transition is now mandated by law to end on February 17, 2009. See 47 U.S.C. § 309(j)(14). The 700
MHz band auction will end by the Spring of 2008, meaning that there will be less than one year between the
conclusion of the auction and the date on which the spectrum will be fully available to 700 MHz licenses. See
Notice of Proposed Rulemaking, 119 (noting that 47 U.S.C. § 309(j)(15)(C)(v) requires the Commission to
commence the auction of recovered analog broadcast spectrum in the 700 MHz band by January 28, 2008, and to
deposit the auction’ s proceeds by June 30, 2008).

“° Notice of Proposed Rulemaking, 1 28 n.106.

“ CMAs divide the U.S. into 734 distinct geographic markets; BTAs divide the U.S. into 493 distinct geographic
markets; MTAs divide the U.S. into 51 distinct geographic markets. See Implementation of Section 6002(b) of the
Omnibus Budget Reconciliation Act of 1993, Annual Report and Analysis of Competitive Market Conditions with
Respect to Commercial Mobile Services, Eleventh Report, 21 FCC Red 10947, 11 14 n.26, 62, 63 n.131 (2006).

2 See Comments of AT&T Inc. at 2; Comments of Cingular Wireless LLC at 17; Comments of Qualcomm
Incorporated at 17; Comments of Verizon Wireless at 4, Comments of Motorola, Inc. at 3-6; Joint Comments of
DirecTV, Inc. and EchoStar Satellite L.L.C. at 3-7.
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that it is possible for a new entrant to acquire at auction an essentially national footprint by
bidding on mid-sized EA licenses.”

Moreover, amix of geographic service areas, as proposed by SpectrumCo, will alow
existing technologies to grow while also encouraging development of new technologies. Given
the bidder-specific nature of demand for spectrum, arange of license sizeswill enable
proponents of new technologies to tailor their bidding strategy to their deployment needs and to
obtain sufficient spectrum without needing to bid on and win one particular-sized license. Those
opposed to smaller geographic service areas and spectrum blocks overstate the stimulus effect
that super-regiona and nationwide licenses have on buildout and deployment of services.*
These proponents of the current band plan tend to ignore the fact that a mix of larger and smaller
licenses will allow for both expansion of existing service and introduction of service using new
technologies, thus spurring development of equipment for the band.

Most significantly, the incumbent TV station issues driving the Commission’sinitial 700
MHz band plans have since been addressed by Congress. Initially, the Commission anticipated
auctioning all of the 700 MHz band licenses well before the conclusion of the Digital Television
Transition.”® It was further anticipated that the more lightly encumbered Upper 700 MHz band
would contain sufficient spectrum prior to the completion of the DTV Transition for wireless
carriers to commence some commercial operations while broadcasters continued to operate in the
band.”® Under these conditions, larger licenses would have increased the likelihood that a
licensee would have large amounts of usable spectrum in its license area prior to the conclusion
of the DTV Transition. Thisconcernisno longer germane. The DTV Transition is now
mandated by law to end on February 17, 2009,"” and the 700 MHz band auction will end in early
2008.*® With less than one year between the conclusion of the auction and the full availability of
the licensed spectrum, this reason for larger license blocks no longer exists.

Given all of the circumstances that have changed since the release of the 700 MHz
Ordersin 2000 and 2002, the public interest now strongly favors amix of license sizes including
smaller licenses in the 700 MHz band auction.

The Majority of Commenters Support Smaller Geographic Areasin the 700 MHz Band

The overwhelming majority of commenters in the 700 MHz proceeding support smaller
geographic areas, including nationwide wireless carrier T-Mobile and large equipment

3 See Bazelon, App. 2. Other AWS auction participants also acquired significant spectrum by aggregating smaller
licenses. For example, T-Mobile spent $1.3 billion and Cingular spent $837 million on non-REAG licenses. 1d.;
see also Lower 700 MHz MO& O, 1 89 n.256 (noting, in discussing the benefits of geographic arealicensing, that
this approach “facilitates aggregation by licensees of smaller service areas into seamless regional and national
service areas, alows development of strategic and regional business plans, provides licensees with greater build-out
flexibility and is efficient for the Commission to administer”).

“ See, eg., Joint Comments of DIRECTV, Inc. and EchoStar Satellite L.L.C. at 2 (asserting that “the satellite
industry’ s track record over the last decade suggests that nationwide players can often serve — and spur competition
in—rural America better than their local and regional competitors’ while neither substantiating the claim nor
explaining how experiences providing video service using a small number of geostationary satellites may be relevant
in the context of delivering wireless spectrum-based services on alocal basis).

> See eg., Congressional Budget Office, Completing the Transition to Digital Television, at Summary (Sept. 1999).
“°1d. at 13-15.

7 47 U.S.C. § 309(j)(14).

“8 See supra note 39.
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manufacturer Intel, as well asthe Small Business Administration, several state government
parties (representing Vermont, North Dakota, Nebraska, and Maine), consumer groups, and
many regional and smaller wireless carriers.® In itsreply comments, for example, T-Mobile
urges the Commission to revise the 700 MHz band plan “so as to provide reasonable
opportunities for entities of all sizesto bid for and win the spectrum they need.”®® United States
Célular Corporation supports smaller license sizesin order to provide opportunities for regional
and rural carriers but also because the availability of smaller licenses “provid[es] all carriers,
large and small, with the flexibility they need to construct 700 MHz footprints that are tailored to
their needs for capacity and coverage.”>" These comments reflect strong demand for 700 MHz
spectrum among different-sized carriers and new entrants, as well as a recognition of the benefits
of smaller licenses by regulators and consumer advocacy groups.

SpectrumCo’ s proposal is similar to the band plans advocated by many proponentsin this
proceeding, including the Balanced Consensus Proposal supported by twenty-one different
entities. SpectrumCo notes, however, that the plan described in this letter fosters greater benefits
by incorporating additional mid-sized EA geographic service areas that are well-suited for new
entrants, smaller carriers, and nationwide providers alike. SpectrumCo’s proposal also includes
licenses to be auctioned in smaller CMA-sized and larger REAG-sized blocks, affording bidders
flexibility in defining the package of licenses most tailored to their business needs or suitable for
complementing their existing holdings.

Conclusion

For all these reasons, and on the basis of the detailed analysis provided in the attached
white paper prepared by Dr. Bazelon, SpectrumCo respectfully submits that the public interest
would be served by revising the current 700 MHz band plan to adopt the band plan described in
thisletter. Should you have any questions concerning this submission, kindly contact the
undersigned.

Sincerely,
/s Michele C. Farquhar

Michele C. Farquhar
Attorney for SpectrumCo, LLC

" Commenters favoring smaller license areas include the supporters of the Balanced Consensus Proposal (including
Alltel Corporation, Aloha Partners, Blooston Rural Carriers, C& W Enterprises, ConnectME Authority, Corr
Wireless Communications, Dobson Communications Corporation, Leap Wireless, Maine Office of the Chief
Information Officer, MetroPCS Communications, NTCA, Nebraska PSC, North Dakota PSC, Rural Cellular
Association, Rural Telecommunications Group, Union Telephone Company, United States Cellular Corporation,
Vermont Department of Public Service, Vermont Office of the Chief Information Officer, Vermont Public Services
Board, and Vermont Telephone Company), and T-Mobile USA, OPASTCO, Consumer Federation of America,
NextWave Broadband, Frontier Communications, Milky Way Broadband, Council Tree Communications, Doug
Howard and Farooq Javed, and Access Spectrum.

*% Reply Comments of T-Mobile USA, Inc. at 2 (filed Oct. 20, 2006).

°1 Comments of United States Cellular Corporation at 4.
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My name is Coleman Bazelon. | am a Vice President at Analysis Group, Inc. (“Analysis
Group”), a consulting firm that provides microeconomic, financial, and strategy consulting
services. My business address is 1899 Pennsylvania Avenue, NW, Suite 200, Washington, DC
20006. Analysis Group has offices in Boston, MA; Washington, DC; New York, NY; Chicago,
IL; Denver, CO; Dallas, TX; Los Angeles, Menlo Park, and San Francisco, CA; and Montreal,
QB Canada. Analysis Group has approximately 375 employees. | have been employed by
Analysis Group since August 2001. During that time, my consulting engagements have included
regulatory, litigation, and arbitration matters in the wireless, wireline, and video sectors. Prior to
joining Analysis Group, | was a principal analyst in the Microeconomic and Financial Studies
Division of the Congressional Budget Office, where | was responsible for telecommunications
and auction issues.

I received an M.S. and Ph.D. in Agricultural and Resource Economics from the
University of California at Berkeley in 1989 and 1995, respectively. | earned a Diploma in
Economics in 1987 from the London School of Economics and Political Science.

I have filed several declarations before the FCC. My curriculum vitae is attached as
Appendix 1.

I have been asked by SpectrumCo LLC (“SpectrumCo”) to comment on the economics of
license sizes as they relate to the upcoming 700 MHz Band auction. The analysis presented
herein demonstrates that the optimal coverage area for wireless services should be determined by
the FCC’s auction process which avoids the transaction costs of secondary markets and
demonstrates that an efficient outcome can best be achieved if the license blocks are of relatively
small or mixed size.

A SUCCESSFUL AUCTION

FCC Chairman Kevin Martin referred to the recently completed Advanced Wireless
Services (“AWS”) auction as “the biggest, most successful wireless auction in the commission’s
history.”*  The auction was a success not only in terms of total revenue raised for the U.S.
Treasury, but also in terms of its ability to meet the strategic goals of a multitude of bidders.

The AWS auction, or Auction 66, generated $13.7 billion in net high bids, close to the
higher end of the pre-auction revenue expectations of between $8 billion and $15 billion.” As of
the beginning of November 2006, the FCC had awarded licenses with a value totaling $12.2
billion, an amount close to the total proceeds from all prior auctions.> Unlike some other
auctions, bidders in the AWS auction perceived that these proceeds reflected fair market value

! Kathryn Balint, Wireless firms win spectrum auction; S.D. companies NextWave, Leap bid successfully,

San Diego Union-Tribune, Sept. 20, 2006, at C-1.
2 FCC AWS Auction 66 Ends Raising $13.7B, Prudential Equity Group, LLC, Sept. 18, 2006 (“Prudential
Equity Group”), at 1.
Revenue transferred to the U.S. Treasury from all previous FCC auctions combined totaled approximately
$14 billion. FCC Grants First Advanced Wireless Services Licenses Won in Auction No. 66, FCC Press
Release, Nov. 29, 2006; see also Expect Familiar Faces, Purses in 700 MHz, Analysts Say, Satellite Week,
Dec. 4, 2006.



for the spectrum licenses. As one T-Mobile executive said, “[sJome ... auctions in the past were
characterized by either irrational exuberance in terms of pricing or irrational depression. This
one seemed to get it right.”

Incumbent national wireless carriers were among the largest bidders and largest winners
in the auction.® They have indicated that the auction was a success® and that they intend to use
their increased spectrum holdings to launch new wireless broadband services or to expand
network capacity.” One month after the AWS auction closed, the single largest bidder, T-
Mobilse, announced it would begin deploying UMTS technology across its network in early
2007.

Not all large bidders were incumbent wireless operators. In terms of total winning bids,
SpectrumCo, a consortium including the largest cable multiple system operators (“MSQOs”) in the
country, was the third largest bidder in Auction 66. Commenters in the 700 MHz proceeding
have referred to SpectrumCo’s ability to purchase sufficient EA licenses to create a nationwide
wireless service footprint as a success not only for SpectrumCo, but for the structure of the AWS
auction as a whole.’

Bidders with smaller demands also successfully participated in the AWS auction.
According to one industry observer, “[a]lthough much of the attention from the recent Advanced
Wireless Services spectrum auction was focused on T-Mobile’s $4.2 billion payout for 3G
licenses, dozens of other operators gained valuable chunks of spectrum. In fact, while the large
carriers went after the high-value spectrum such as metro areas and regional licenses, the
majority of the megahertz up for bid went to smaller operators, many of them gaining the
spectral holdings to fuel substantial expansions.”™® One such bidder, Leap Wireless
International, stated that “[w]e believe the results from this auction will allow Leap to continue
to grow and will allow us to develop a more robust competitive position in our existing markets.
In addition to horizontal growth, the new licenses increase our licensed spectrum in our existing
markets which we expect will allow us to expand and enhance our services, including our data
services.”** Metro PCS also expanded its coverage in its existing markets, and moved into new
ones,*? while other smaller bidders have indicated that they will use spectrum purchased in the
AWS auction to make technological network upgrades.** The success of these smaller operators
is expected to increase choice for consumers in the areas served by these bidders.**

Howard Buskirk, Retune 800 MHz Police Radios Faster, Motorola Says, Communications Daily, Dec. 15,
2006 (“Buskirk, 2006™).
Prudential Equity Group, at 1.

6 Buskirk, 2006.

! The AWS Auction: With The Bill Almost Due, A Look At The Future, Telecom Policy Report, VVol. 4 No. 37
(2006).

8 Kelly Hill, T-Mobile talks UMTS, but pushes off HSDPA, RCR Wireless News, Oct. 9, 2006.

See, e.g., Reply Comments of The Rural Telecommunications Group, at 4-5 (filed Oct. 20, 2006);
Comments of MetroPCS Communications, Inc., at 5-6 (filed Sept. 29, 2006).

10 Kevin Fitchard, No winner-take-all for AWS, Telephony, Oct. 23, 2006 (“Fitchard, 2006”).
1 Leap and Denali Tout Success in FCC's Auction, Wireless News, Sept. 20, 2006.
1 Fitchard, 2006.

B See, e.g., Comments of Union Telephone Company, indicating that “Union anticipates that it will be able to

use the AWS spectrum to upgrade its network with advanced technologies in order to deploy both high-



Although some industry observers have indicated disappointment that more licenses did
not go to Designated Entities (“DEs”)™ and rural carriers,™ these types of service providers
successfully participated in the AWS auction as well. The Rural Cellular Association indicated
that the use of a variety of license areas in the AWS auction made participation more attractive to
rural carriers:  “The availability of 734 comparatively more affordable CMA licenses
undoubtedly helped attract rural carriers and other small businesses to the AWS auction . . . by
RCA’s count, 70 of the 94 winning bidders . . . were rural carriers or small businesses.”’
Despite the fact that DEs represented only 4 percent of the dollar value of winning bids in
Auction 66,'® DE participation was high—over half the bidders with provisionally winning bids
were DEs."

As described in detail below, a major factor in the success of the AWS auction was the
mix of license sizes offered, encompassing large, mid-sized, and small geographic license areas.
The AWS auction band plan was designed to maximize bidder-specific demand, to facilitate
bidder aggregation strategies, and to achieve related efficiencies by incorporating smaller license
areas.

GETTING THE INITIAL DISTRIBUTION OF OWNERSHIP RIGHT ENHANCES EFFICIENCY

Ronald Coase famously asserted, in what has become known as the Coase Theorem, that
the initial distribution of rights is immaterial as long as transaction costs are sufficiently low.?°
Taking Coase’s assumption—insignificant transaction costs—as valid for the moment, the
implication of the Coase Theorem for license sizes is that it doesn’t matter how the FCC
distributes licenses because the secondary market will efficiently find the appropriate ownership
pattern for those licenses.

It is worth noting that even under the assumptions necessary for the Coase Theorem to
hold, the ownership of licenses can be affected by the initial distribution of licenses if many
producers are equally efficient in the market. With licensed, flexible use spectrum in limited
supply, a licensee of 700 MHz Band spectrum licenses may have an incentive to deny
competitors access to this scarce resource. However, as long as the retail market for spectrum-
based services is competitive, spectrum licensees should not be able to harm consumers by

quality voice services and even more innovative data services.” Comments of Union Telephone Company,
at 4 (filed Sept. 29, 2006).
1 Special Focus: AWS Auction, Stifel Nicolaus, Sept. 22, 2006, at 1.
1 Comments of Council Tree Communications, Inc., at 6-11 (filed Sept. 29, 2006).
16 Caressa Bennet, interview in Telephony, Nov. 6, 2006.
ol Rural Carriers to FCC: Sell Some 700 MHz Spectrum in Small Licenses, Communications Daily, Oct. 3,
2006.
Jeffrey Silva, DEs: Rule changes justify throwing out auction results, RCR Wireless News, November 6,
2006.
Jeffrey Silva, Appeals court cautioned not to throw out Auction 66, RCR Wireless News, Oct. 23, 2006.
Ronald Coase, The Problem of Social Cost, 3 Journal of Law and Economics 1-44 (1960); see also
Declaration of Dr. Gregory L. Rosston and Dr. Scott Wallsten at 8, filed as an attachment to Comments of
Access Spectrum, LLC, Columbia Capital Ill, LLC, Pegasus Communications Corporation and Telcom
Ventures, LLC (filed Sept. 29, 2006).
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sustaining retail price increases.?* Although this potential behavior may not cause economic
harm to consumers, it could have adverse effects on other goals established by Congress for the
FCC, including the diversity of license ownership. The competitive nature of mobile voice
communications is well established”’—the competitiveness of future services using the 700 MHz
Band spectrum has yet to be proven.

Of course, Coase’s Theorem likely does not hold for the initial distribution of 700 MHz
Band licenses because transaction costs are not immaterial. Massive aggregation of spectrum
licenses has occurred over the past two decades.®> Some spectrum licenses have also been
partitioned.?* These aggregations and disaggregations, however, come with some cost. This cost
could be avoided if the initial assignment of spectrum licenses for the 700 MHz Band was made
to those who would ultimately use the licensed spectrum, instead of relying on the secondary
market to sort it out. An FCC auction provides a low transaction cost environment for sorting
out efficient ownership. In fact, getting it right the first time is the reason so much effort is
expended on auction design.

THE EFFICIENT COVERAGE OF LICENSED SPECTRUM IS NOT KNOWN PRIOR TO THE AUCTION

Given that the initial distribution of spectrum licenses matters, the questions become:
what is the most efficient aggregation of spectrum and who should hold the licenses to use it? It
is now well established that the second question—who should hold spectrum licenses—should
be answered using a competitive bidding process. This was not always the case. Initial cellular
licenses were either granted to incumbent wireline carriers or distributed through comparative
hearings in which the FCC considered evidence as to the suitability of each applicant and then
decided who was best able to provide service.”® Recognizing the inherent inefficiencies of this
process, lotteries, in which no attempt was made to discern the most suitable licensee, were later
employed.®® The use of lotteries relied entirely on the secondary market to ensure that the
license ended up in the hands of the operator who valued it the most. It is now well understood
that through the process of competitive bidding the potential spectrum licensee that values a
license the most can credibly communicate (through a high bid) that it should be the one to
provide service over that license.

2 Thomas W. Hazlett, Mobile Roaming and Rate Regulation: An Economic Analysis, Jan. 26, 2006, at 11-12,

filed as an attachment to Reply Comments of Cingular Wireless LLC, WC Docket No. 05-265 (filed Jan.
26, 2006).
Annual Report and Analysis of Competitive Market Conditions with Respect to Commercial Mobile
Services, Eleventh Report, 21 FCC Red 10947, at 4-5 (2006) (“CMRS 11™ Competition Report™).
Thomas W. Hazlett, Is Federal Preemption Efficient in Cellular Phone Regulation?, 56 Federal
Communications Law Journal 155-237 (2003), at 194.
Facilitating the Provision of Spectrum-Based Services to Rural Areas and Promoting Opportunities for
Rural Telephone Companies to Provide Spectrum-Based Services, Notice of Proposed Rulemaking, 18
FCC Rcd 20802, 20834-35 (2003). It is unclear from this source how much of the partitioning is in the
geographic dimension and how much in the spectrum dimension. This matters because, for example,
dividing a 30 MHz MTA license into two 15 MHz MTA licenses does not address the issue created by
entities that have small geographic demands.
22 CMRS 11" Competition Report, at footnote 127.

Id.
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Almost every potential bidder in the upcoming 700 MHz Band auction will have its own
preference for the most valuable license configuration. There are many reasons for this. For
example, an incumbent licensee may use an auction to fill holes in coverage or to add spectrum
in existing service areas with high demand for service. In the AWS auction, for instance, T-
Mobile purchased spectrum in New York and California—both areas that were described as the
“company’s key spectrum bottlenecks.”*’

Demand for spectrum licenses can also come from other characteristics of a particular
bidder, unrelated to any existing spectrum license holdings. For example, many rural telephone
companies have expressed an interest in providing wireless-based services in the service areas of
their wireline network. Cable companies can provide yet another example. As Figure 1
demonstrates, Dolan Family Holdings, LLC (“Dolan”) bid on licenses of all sizes in the AWS
auction, but all covered the area of the Dolan-owned Cablevision networks.

Figure 1: AWS Auction Bids and Cable Holdings of Dolan

(;’

] REAG I - Northeast

I:D]]:I:I] BEA 10 - NY/Northern NJ/Long Island

L] CMAs 1,42, 62,70, 144, 151, 551 & 552

Cablevision Coverage Area

The fundamental point about bidder-specific demand is that any choice of a given FCC
configuration—say, a license block that covers the eastern seaboard—precludes some other
configuration—say, a New York-focused strategy. Those two configurations are mutually

2 Deutsche Bank, Retrospective: Week 38:06, Sept. 22, 2006, at 14.



exclusive and if the regulator chooses the larger license, the smaller one is no longer available to
a bidder. The reverse, however, is not true—if the regulator chooses smaller license
configurations, a bidder with larger demands can aggregate smaller licenses. Of course, a bidder
interested in a smaller area could purchase a larger license that includes a significant amount of
area that the bidder is not interested in and then sell or lease the extra licensed spectrum in the
secondary market, adding unnecessary risk to the bidder’s strategy. Only by starting with
reasonably small building blocks can bidders have the flexibility to configure the set of licenses
that best meets their needs.

SMALLER LICENSES WILL LEAD TO EFFICIENT ALLOCATION OF SPECTRUM

Many auction theorists believe that an efficient way to deal with the problem of bidder-
specific complementarities is to employ a combinatorial auction design in which bidders are
allowed to place single bids for packages of licenses.?® One of the salient points to be drawn
from the interest in combinatorial auctions is that there are efficiencies in allowing bidders to
choose which grouping of licenses they most desire, and that these efficiencies would not be
possible with larger licenses.

This value is not only recognized for large combinations of licenses. One significant
issue with combinatorial bidding is the computational complexity involved in allowing package
bids to be submitted for even a small number of licenses.? One proposed solution to this
problem is to impose lower limits on allowable package sizes (so as to limit the computational
burden). However, it has been noted that such a structure would have the drawback that “the
lower limit on package size prevents the bidders from expressing complementarities that arise
from smaller packages.”® In other words, there is value in small bidder-defined groupings of
licenses.

The value identified in the combinatorial bidding literature of allowing bidders to define
the packages they value most still exists in a Simultaneous Multiple Round (“SMR”) auction
absent combinatorial bidding. The concern expressed with using the SMR auction format
without combinatorial bidding is that the value created by complementarities may not be fully
realized. However, exclusively using large license blocks assures that most of those
complementary values will not be realized.

The only theoretical argument left against using smaller license blocks in an SMR
auction without combinatorial bidding is that the risk of a failed aggregation will cause
significant amounts of demand to go unsatisfied. As a practical matter, we saw no evidence of

2 See, e.g., Paul Milgrom, FCC-SIEPR-NSF Wye Woods Conference: Lessons plus a Simple Proposal, May

7, 2000, at 2-3; David Porter, et al., Combinatorial Auction Design, June 17, 2003.

See, e.¢., Jeffrey Banks, et al., Theory, Experiment and the Federal Communications Commission Spectrum
Auctions, Oct. 2001; Charles River Associates Incorporated and Market Design, Inc., Report 2:
Simultaneous Ascending Auctions with Package Bidding, Mar. 1998, at 1; Aleksandar Pekec and Michael
H. Rothkopf, Ex Parte Comments on Auction No. 31: Now There is Time for Serious Consideration of the
Novel Auction Rules, Aug. 1, 2000, at 2.

Charles River Associates Incorporated and Market Design, Inc., Report 2: Simultaneous Ascending
Auctions with Package Bidding, Mar. 1998, at 9.
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aggregation risk thwarting aggregations in the AWS auction. SpectrumCo successfully
aggregated a near-national footprint despite the aggregation risk it faced.

The SMR auction format provides sufficient information to bidders during the auction to
allow them to manage the risk of a failed aggregation. It is well known that certain licenses will
likely sell for more or less than other licenses. By paying close attention to the licenses that are
expected to cost the most, and with some understanding of relative license valuations, a bidder
can gauge, at any point in time, what a given aggregation of licenses is likely to ultimately cost.
With this information a bidder can tell if it is likely to stay within its budget. Also, as long as the
bidder avoids bidding more for the less expensive licenses than their relative value would justify
given the current bids on the most expensive licenses, the bidder can minimize the risk that it
will be stuck purchasing or withdrawing from licenses in a failed aggregation. This strategy does
not eliminate aggregation risk, but significantly reduces it.

The strategy for managing aggregation risk described above rests on the ability of a
bidder to predict the final relative license prices with some degree of confidence. It is worth
observing that the prediction becomes increasingly difficult when the number of licenses needed
to cover the U.S. grows. Any effort to predict relative license valuations will have some degree
of uncertainty. To the extent that predicting the relative prices of 734 CMA licenses is more
uncertain that predicting the relative prices of 176 EA licenses, then the CMA licenses will have
more aggregation risk than the EA licenses. Smaller licenses are needed for bidders with smaller
demands, but bidders that are trying to aggregate larger bundles of licenses will face less
unmanaged aggregation risk if the licenses are not too small. Consequently, care should be taken
in choosing the size of the building blocks (or in selecting a mix of license sizes to be used as
potential building blocks) in order to avoid creating unnecessary aggregation risk by creating too
many very small licenses.

Notably, one bidder with apparent national aspirations failed to secure licenses in the
AWS auction: Wireless DBS. It claims that it was faced with the “exposure problem” and this
caused it “to bid less for AWS spectrum than [it] otherwise would have if the spectrum were
available on a nationwide basis.” ** The facts belie this claim. In Wireless DBS’s last round of
activity, the average price per MHz-pop for REAGs was $0.38—little more than half of the final
REAG prices. In that round, bidding on the REAGs was still very robust, with an average of 6.7
bids per continental REAG license area. Consequently, at the time Wireless DBS stopped
bidding it was unlikely to be stuck with only partial coverage of the nation—there were many
more rounds to go before there was a real risk of “exposure” to a failed aggregation. It is much
more likely that prices simply were too high given the auction budget of Wireless DBS.

There is no reason to believe that managing aggregation risk would be any more difficult
in the 700 MHz Band auction than it was in the AWS auction. The key features of the AWS
auction that allowed aggregation risk to be managed—Iarger licenses settling before smaller
licenses and a sense of relative license prices—will almost certainly be true in the 700 MHz
Band auction.

3 Joint Comments of DirecTV, Inc. and EchoStar Satellite LLC, at 5 (filed Sept. 29, 2006).



THE FCC’S AUCTION FORMAT PERMITS EFFICIENT SPECTRUM AGGREGATION

In addition to the mix of geographic license sizes available, a large part of the AWS
auction’s success can be attributed to the FCC’s implementation of the SMR auction format. In
an SMR auction, bidders may bid on all licenses until the auction closes. This allows bidders to
assemble groups of licenses that satisfy their demands at a price they are willing to pay. Initially,
demand for licenses exceeds the supply of licenses.®* As prices for individual licenses rise,
bidders reduce their demands until the remaining demand is satisfied. At that point bidding stops
and the auction closes. The FCC has used the SMR auction format in dozens of auctions since
1994 and continually refines the rules and procedures for each subsequent auction.

Several bidders, including SpectrumCo, were able to assemble significant packages of
licenses using smaller licenses as building blocks. These successes attest to the ability of the
SMR auction format to allow bidders to define the license coverage areas most valuable to them.
The one drawback identified by auction theorists to auctioning many smaller licenses—the
exposure or failed aggregation problem described above—turned out in practice not to be overly
burdensome. As explained in more detail below, the exposure problem was less detrimental than
anticipated because bidders, such as SpectrumCo, found innovative ways to reduce the risks
associated with a failed aggregation.

In the AWS auction, SpectrumCo effectively purchased a nationwide package of 20 MHz
licenses in the continental U.S. Initially, SpectrumCo placed bids on a national set of REAG
licenses. In round 11, SpectrumCo began transferring its bids to EA licenses. Ultimately,
SpectrumCo successfully purchased 137 licenses that covered 260.5 million people for
approximately $2.4 billion. See Figure 2.

% In the AWS auction, the initial eligibility was 3.14 times the total amount of licensed spectrum available.

See http://wireless.fcc.gov/auctions/66/upfronts66_QB.xIs and http://wireless.fcc.gov/auctions/66/charts/
66market.xls (both accessed January 2, 2007) for total initial eligibility and total bidding units data.



Figure 2: SpectrumCo Winning Bids
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SOME AWS DEMAND WOULD HAVE BEEN LOST BUT FOR SMALLER LICENSES

In the AWS auction, most non-REAG licenses were purchased by bidders that also bid on
REAG licenses. While it is impossible to say exactly how the AWS auction would have turned
out if all of the spectrum blocks had been licensed as REAGsS, it is possible to identify the
bidders in the AWS auction that never placed a bid on a continental REAG license.** Of the 168
eligible bidders in the auction, 153 never placed a bid on a continental REAG license. In fact, all
but one of these bidders did not have enough initial eligibility to purchase even the smallest
continental REAG.* These bidders were responsible for winning 355 licenses. Those licenses
covered 72 million people in total. The non-REAG bidders also had almost 200 million units of
initial eligibility and ultimately purchased over $220 million in licenses. See Appendix 2 and
Appendix 3.

8 I limit this analysis to REAG licenses 1 through 6 (continental U.S.) because REAG licenses 7 through 12

(non-continental U.S.) only contained one EA each and, therefore, the EAs were perfect substitutes for
REAGS.

3 CenturyTel Broadband Wireless LLC was the one non-REAG bidder that had sufficient eligibility to bid on
REAGs. See Appendix 3.



Most of the 153 non-REAG bidders purchased only a few licenses, but in total they
represented widely distributed demand throughout the country. Figure 3 represents the coverage
of the CMA and EA licenses that the 153 non-REAG bidders bid on during the AWS auction;
Figure 4 represents the coverage of the licenses that they won.

Figure 3: Non-REAG Bidders Total Bidding Coverage

g - Coverage of Bids Placed By Non-REAG Bidders
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Figure 4: Non-REAG Bidders Winning Bid Coverage

D, Coverage of Licenses Won By Non-REAG Bidders

The experience of the non-REAG bidders clearly demonstrates that the SMR auction
format, combined with smaller license sizes, is effective in allowing bidders with smaller
demands to successfully participate in FCC auctions. Absent smaller licenses, these bidders
would only be able to satisfy their demands through secondary market transactions.

ADOPTING THE AWS BAND PLAN MODEL, WITH A MIX OF LICENSE SIZES, WILL ENSURE A MORE
SUCCESSFUL 700 MHZ AUCTION

The mix of license sizes—REAGSs, EAs and CMAs—in the AWS auction was one of that
auction’s keys to success. The building block approach allows bidders to find the grouping of
licenses most suited to their needs. Bidders that wish to aggregate relatively large geographic
areas face some risk of failing to get the grouping they desire. As discussed above, this
aggregation risk can be managed, but a trade-off exists between the number of licenses and the
amount of aggregation risk bidders face. SpectrumCo’s experience in the AWS auction
demonstrates that EA licenses strike a proper balance between granularity of licenses and ability
to aggregate those licenses over a large geographic area.

Moreover, the use of the AWS band plan model in the 700 MHz auction is likely to be
even more successful than it was in the AWS auction because of the numerous licensees that
now have licenses covering REAG, EA and CMA areas. The 104 winners from the AWS
auction will have demands—whether from adding additional bandwidth in already licensed
markets or expanding into new market areas—that will most efficiently be met by 700 MHz
licenses of the same geographic scope as those of the AWS auction. This point is particularly
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true for EA licenses because the large number of winners of EA licenses (31 of 104 total AWS
winners) creates many licensees with potential demand in the 700 MHz auction that is
complimentary to the EA license geography.

SUMMARY

We have long since moved away from a regime in which the FCC tries to pick who
should hold particular spectrum licenses. Given that the demand for license coverage can vary
significantly by bidder, the FCC should not try to predetermine the optimal license coverage
either. Rather, it should let the optimal coverage be determined by the auction process. Relying
on a secondary market to disaggregate spectrum is much less efficient than using the auction
process to permit efficient aggregation of licenses in sizes valued most by bidders. This outcome
can only be achieved if most of the license blocks are of a relatively small size.
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APPENDIX 2

AUCTION 66 RESULTS: LICENSES EXCLUDING CONTINENTAL US REAGs

Bidder

Bidder's Licenses Excluding Continental US REAGs

Bidder's Auction Total

SpectrumCo LLC

T-Mobile License LLC

Cingular AWS, LLC

Cricket Licensee (Reauction), Inc.
MetroPCS AWS, LLC

AWS Wireless Inc.

Atlantic Wireless, L.P.

American Cellular Corporation

Barat Wireless, L.P.

Cincinnati Bell Wireless LLC

Cellular South Licenses, Inc.

Cable One, Inc.

Cavalier Wireless, LLC

lowa Telecommunications Services, Inc.
Daredevil Communications LLC

Cellco Partnership d/b/a Verizon Wireless
Centennial Michiana License Company LLC
Red Rock Spectrum Holdings, LLC
Public Service Wireless Services, Inc.
Central Texas Telephone Investments, LP
Carolina West Wireless, Inc.

Plateau Telecommunications, Inc.

Hill Country Telephone Cooperative, Inc.
Palmetto Rural Telephone Cooperative, Inc.
LL License Holdings Il, LLC

Vermont Telephone Company, Inc.

Triad AWS, Inc.

MTPCS License Co., LLC

KTC AWS Limited Partnership
NTELOS Inc.

MTA Communications, Inc.

Nsighttel Wireless, LLC

Cross Telephone Company

Chequamegon Communications Cooperative, Inc.

Smithville Spectrum, LLC
Union Telephone Company

Net Winning Bids Population* Bidding Units Net Winning Bids Population* Bidding Units
$2,377,609,000 267,387,437 240,719,000 $2,377,609,000 267,387,437 240,719,000
$1,329,969,000 145,457,925 119,336,000 $4,182,312,000 474,718,308 310,231,000

$836,899,000 108,425,074 73,600,000 $1,334,610,000 198,768,198 115,384,000
$587,930,000 77,458,879 55,761,000 $710,214,000 117,802,839 73,924,000
$482,990,000 44,487,148 21,355,000 $1,391,410,000 144,544,402 68,853,000
$115,503,000 60,498,394 36,385,000 $115,503,000 60,498,394 36,385,000
$75,294,000 35,803,110 17,646,000 $75,294,000 35,803,110 17,646,000
$65,880,000 23,266,510 16,398,000 $65,880,000 23,266,510 16,398,000
$47,763,750 10,274,201 9,329,000 $127,140,000 41,601,174 22,394,000
$37,071,000 7,045,544 5,068,000 $37,071,000 7,045,544 5,068,000
$33,025,000 7,663,365 4,780,000 $33,025,000 7,663,365 4,780,000
$22,148,000 4,795,074 3,523,000 $22,148,000 4,795,074 3,523,000
$14,957,250 13,313,269 9,414,000 $14,957,250 13,313,269 9,414,000
$11,473,000 1,930,909 1,519,000 $11,473,000 1,930,909 1,519,000
$10,080,750 6,555,503 3,393,000 $10,080,750 6,555,503 3,393,000
$9,861,000 2,807,298 2,381,000 $2,808,599,000 192,047,611 172,815,000
$9,134,000 1,321,895 1,322,000 $9,134,000 1,321,895 1,322,000
$7,466,000 5,481,709 3,586,000 $7,466,000 5,481,709 3,586,000
$5,480,000 1,497,994 1,177,000 $5,480,000 1,497,994 1,177,000
$4,940,000 986,130 792,000 $4,940,000 986,130 792,000
$4,621,000 2,194,313 1,703,000 $4,621,000 2,194,313 1,703,000
$4,200,000 687,085 413,000 $4,200,000 687,085 413,000
$3,995,000 422,086 254,000 $3,995,000 422,086 254,000
$3,810,550 750,298 670,000 $3,810,550 750,298 670,000
$2,919,750 1,323,902 617,000 $2,919,750 1,323,902 617,000
$2,474,350 988,002 502,000 $2,474,350 988,002 502,000
$2,394,750 4,728,900 2,346,000 $2,394,750 4,728,900 2,346,000
$2,348,000 909,026 655,000 $2,348,000 909,026 655,000
$2,331,000 754,844 557,000 $2,331,000 754,844 557,000
$2,295,000 1,260,397 981,000 $2,295,000 1,260,397 981,000
$2,251,000 1,052,507 839,000 $2,251,000 1,052,507 839,000
$2,099,000 1,269,645 732,000 $2,099,000 1,269,645 732,000
$2,082,500 789,927 700,000 $2,082,500 789,927 700,000
$2,056,150 346,146 305,700 $2,056,150 346,146 305,700
$2,011,000 491,435 295,000 $2,011,000 491,435 295,000
$1,948,200 1,113,947 494,200 $1,948,200 1,113,947 494,200



Bidder

Bidder's Licenses Excluding Continental US REAGs

Bidder's Auction Total

Command Connect, LLC

FMTC Wireless, Inc.

Manti Telephone Company

Mediapolis Telephone Company

Spotlight Media Corp

Blackfoot Telephone Cooperative, Inc.
Atlantic Seawinds Communications, LLC
West Carolina Piedmont Bidding Consortium
FTC Management Group, Inc.

Fidelity Communications Company
Hemingford Cooperative Telephone Company
CTC Telcom, Inc.

Wittenberg Telephone Company

3 Rivers Telephone Cooperative, Inc.
Sandhill Communications, LLC

NEIT Wireless, LLC

Chester Telephone Company

Horry Telephone Cooperative, Inc.
Agri-Valley Communications, Inc.

SKT, Inc.

18th Street Spectrum, LLC

Pine Cellular Phones, Inc.

Telephone Electronics Corporation

Space Data Spectrum Holdings, LLC

Blue Valley Tele-Communications, Inc.
Bend Cable Communications, LLC
Southeastern Indiana Rural Telephone Coop., Inc.
Lynch AWS Corporation

Hancock Rural Telephone Corporation
CenturyTel Broadband Wireless LLC
LCDW Wireless Limited Partnership
Midwest AWS Limited Partnership

Paul Bunyan Rural Telephone Cooperative
Alenco Communications, Inc.

Mutual Telephone Company

Comporium Wireless, LLC

Stayton Cooperative Telephone Company
James Valley

Ligtel Communications, Inc.

BEK Communications Cooperative

Chariton Valley Communication Corporation, Inc.

Net Winning Bids Population* Bidding Units Net Winning Bids Population* Bidding Units
$1,878,500 1,372,514 885,000 $1,878,500 1,372,514 885,000
$1,867,450 172,152 104,000 $1,867,450 172,152 104,000
$1,815,750 439,181 263,000 $1,815,750 439,181 263,000
$1,794,000 352,858 212,000 $1,794,000 352,858 212,000
$1,644,000 1,527,031 655,000 $1,644,000 1,527,031 655,000
$1,528,300 750,347 502,000 $1,528,300 750,347 502,000
$1,477,000 233,450 233,000 $1,477,000 233,450 233,000
$1,395,700 483,802 357,000 $1,395,700 483,802 357,000
$1,380,000 320,245 243,000 $1,380,000 320,245 243,000
$1,275,850 1,053,820 805,000 $1,275,850 1,053,820 805,000
$1,245,000 1,067,114 507,000 $1,245,000 1,067,114 507,000
$1,195,950 117,992 71,000 $1,195,950 117,992 71,000
$1,139,250 1,107,942 509,000 $1,139,250 1,107,942 509,000
$1,066,000 411,476 311,000 $1,066,000 411,476 311,000
$1,002,150 222,349 133,000 $1,002,150 222,349 133,000

$986,250 666,103 371,000 $986,250 666,103 371,000
$935,000 139,940 84,000 $935,000 139,940 84,000
$925,000 287,892 173,000 $925,000 287,892 173,000
$888,250 844,158 506,000 $888,250 844,158 506,000
$774,000 175,105 105,000 $774,000 175,105 105,000
$638,350 1,061,898 710,000 $638,350 1,061,898 710,000
$601,000 154,729 93,000 $601,000 154,729 93,000
$559,000 551,242 331,000 $559,000 551,242 331,000
$582,750 128,275 117,000 $582,750 128,275 117,000
$533,250 182,553 109,000 $533,250 182,553 109,000
$528,000 292,957 176,000 $528,000 292,957 176,000
$493,500 147,985 89,000 $493,500 147,985 89,000
$485,000 454,539 177,000 $485,000 454,539 177,000
$471,750 133,358 133,000 $471,750 133,358 133,000
$468,000 629,699 378,000 $468,000 629,699 378,000
$385,500 240,003 144,000 $385,500 240,003 144,000
$366,750 212,896 128,000 $366,750 212,896 128,000
$329,000 221,052 171,000 $329,000 221,052 171,000
$327,750 104,010 104,000 $327,750 104,010 104,000
$312,000 103,341 62,000 $312,000 103,341 62,000
$295,000 225,965 136,000 $295,000 225,965 136,000
$293,250 347,214 347,000 $293,250 347,214 347,000
$279,750 82,608 50,000 $279,750 82,608 50,000
$271,150 371,246 296,000 $271,150 371,246 296,000
$234,000 142,737 124,000 $234,000 142,737 124,000
$227,800 160,846 97,000 $227,800 160,846 97,000



Bidder

Bidder's Licenses Excluding Continental US REAGs

Bidder's Auction Total

Net Winning Bids Population* Bidding Units Net Winning Bids Population* Bidding Units
ETCOM, LLC $212,250 134,659 81,000 $212,250 134,659 81,000
La Ward Cellular Telephone Company, Inc. $204,750 84,088 84,000 $204,750 84,088 84,000
BPS Telephone Company $193,800 197,383 118,000 $193,800 197,383 118,000
CCTN Bidding Consortium $193,800 170,291 101,100 $193,800 170,291 101,100
C&W Enterprises Inc. $192,100 235,315 141,000 $192,100 235,315 141,000
Dakota Wireless Group, LLC $188,700 164,456 99,000 $188,700 164,456 99,000
Innovative Communication Corporation $184,000 108,612 65,000 $184,000 108,612 65,000
Big River Telephone Company, LLC $182,250 220,740 132,000 $182,250 220,740 132,000
Green Hills Area Cellular Telephone, Inc. $181,050 72,404 43,000 $181,050 72,404 43,000
North Dakota Network Company $177,000 248,520 149,000 $177,000 248,520 149,000
Mt. Vernon. Net, Inc. $170,250 335,376 201,000 $170,250 335,376 201,000
City of Ketchikan d/b/a Ketchikan Public Utilities $157,000 73,082 44,000 $157,000 73,082 44,000
Big Bend Telecom, LTD $129,000 55,723 34,000 $129,000 55,723 34,000
Volcano Internet Provider $105,000 148,493 89,000 $105,000 148,493 89,000
Grand River Communications, Inc. $103,000 171,259 103,000 $103,000 171,259 103,000
Farmers Telecommunications Cooperative, Inc. $72,250 142,366 85,000 $72,250 142,366 85,000
PetroCom License Corporation $70,000 0 60,000 $70,000 0 60,000
Reservation Telephone Cooperative, Inc. $69,000 61,696 37,000 $69,000 61,696 37,000
The S&T Telephone Cooperative Association, Inc. $61,200 46,559 28,000 $61,200 46,559 28,000
Churchill County Telephone d/b/a CC Communications $60,000 99,517 60,000 $60,000 99,517 60,000
Route 66 Wireless, LLC $54,000 120,566 72,000 $54,000 120,566 72,000
Three River Telco $54,000 29,189 18,000 $54,000 29,189 18,000
AST Telecom, LLC $34,000 57,291 34,000 $34,000 57,291 34,000
Northwest Missouri Cellular Limited Partnership $26,000 42,936 26,000 $26,000 42,936 26,000
Northeast Missouri Rural Telephone Company $23,800 35,481 21,000 $23,800 35,481 21,000
Woue Inc $6,000 13,346 8,000 $6,000 13,346 8,000
Denali Spectrum License, LLC $0 0 0 $274,083,750 58,178,304 26,167,000
Total $3,789,702,150 N/A 652,482,000 $13,700,267,150 N/A 1,160,488,000

Notes & Sources:

* Reflects total of populations for each license won, not unique population covered by the listed bidder.

Data from FCC.



APPENDIX 3
AUCTION 66 BIDDERS WITH NO BIDS ON CONTINENTAL US REAG LICENSES

Total Net Total Number Initial
Bidder PWB Amount of PWBs Eligibility
Cincinnati Bell Wireless LLC $37,071,000 9 7,000,000
Cellular South Licenses, Inc. $33,025,000 12 7,000,000
Cable One, Inc. $22,148,000 30 3,531,000
lowa Telecommunications Services, Inc. $11,473,000 15 3,102,000
Daredevil Communications LLC $10,080,750 14 8,888,000
Centennial Michiana License Company LLC $9,134,000 2 5,000,000
Red Rock Spectrum Holdings, LLC $7,466,000 42 6,000,000
Public Service Wireless Services, Inc. $5,480,000 7 4,501,000
Central Texas Telephone Investments, LP $4,940,000 5 2,567,000
Carolina West Wireless, Inc. $4,621,000 9 6,000,000
Plateau Telecommunications, Inc. $4,200,000 4 3,000,000
Hill Country Telephone Cooperative, Inc. $3,995,000 2 254,000
Palmetto Rural Telephone Cooperative, Inc. $3,810,550 2 1,242,000
LL License Holdings II, LLC $2,919,750 8 2,500,000
Vermont Telephone Company, Inc. $2,474,350 3 563,000
MTPCS License Co., LLC $2,348,000 4 2,000,000
KTC AWS Limited Partnership $2,331,000 11 678,000
NTELOS Inc. $2,295,000 7 2,660,000
MTA Communications, Inc. $2,251,000 3 1,220,000
Nsighttel Wireless, LLC $2,099,000 5 1,800,000
Cross Telephone Company $2,082,500 3 1,049,000
Chequamegon Communications Cooperative, Inc. $2,056,150 3 1,281,700
Smithville Spectrum, LLC $2,011,000 2 416,000
Union Telephone Company $1,948,200 8 800,000
Command Connect, LLC $1,878,500 5 3,300,000
FMTC Wireless, Inc. $1,867,450 2 325,000
Manti Telephone Company $1,815,750 5 563,000
Mediapolis Telephone Company $1,794,000 2 250,000
Spotlight Media Corp $1,644,000 2 1,149,000
Blackfoot Telephone Cooperative, Inc. $1,528,300 4 782,100
Atlantic Seawinds Communications, LLC $1,477,000 1 233,000
West Carolina Piedmont Bidding Consortium $1,395,700 3 380,400
FTC Management Group, Inc. $1,380,000 2 243,000
Fidelity Communications Company $1,275,850 7 900,000
Hemingford Cooperative Telephone Company $1,245,000 11 750,000
CTC Telcom, Inc. $1,195,950 1 220,000
Wittenberg Telephone Company $1,139,250 3 855,000
3 Rivers Telephone Cooperative, Inc. $1,066,000 4 821,000
Sandhill Communications, LLC $1,002,150 1 133,000
NEIT Wireless, LLC $986,250 3 475,000
Chester Telephone Company $935,000 1 103,000
Horry Telephone Cooperative, Inc. $925,000 1 1,012,800
Agri-Valley Communications, Inc. $888,250 5 2,037,000
SKT, Inc. $774,000 1 814,000
18th Street Spectrum, LLC $638,350 4 750,000
Pine Cellular Phones, Inc. $601,000 2 226,000
Space Data Spectrum Holdings, LLC $582,750 3 520,000
Telephone Electronics Corporation $559,000 3 1,338,000
Blue Valley Tele-Communications, Inc. $533,250 2 109,000
Bend Cable Communications, LLC $528,000 2 176,000
Southeastern Indiana Rural Telephone Coop., Inc. $493,500 1 242,400
Lynch AWS Corporation $485,000 1 1,500,000
Hancock Rural Telephone Corporation $471,750 1 384,000
CenturyTel Broadband Wireless LLC $468,000 6 59,098,000



Total Net Total Number Initial
Bidder PWB Amount of PWBs Eligibility
LCDW Wireless Limited Partnership $385,500 1 144,000
Midwest AWS Limited Partnership $366,750 1 128,000
Paul Bunyan Rural Telephone Cooperative $329,000 3 620,000
Alenco Communications, Inc. $327,750 1 325,000
Mutual Telephone Company $312,000 1 364,000
Comporium Wireless, LLC $295,000 1 673,000
Stayton Cooperative Telephone Company $293,250 1 658,000
James Valley $279,750 1 75,000
Ligtel Communications, Inc. $271,150 2 296,000
BEK Communications Cooperative $234,000 2 196,000
Chariton Valley Communication Corporation, Inc. $227,800 2 131,000
ETCOM, LLC $212,250 1 81,000
La Ward Cellular Telephone Company, Inc. $204,750 1 84,000
BPS Telephone Company $193,800 1 192,000
CCTN Bidding Consortium $193,800 6 140,100
C&W Enterprises Inc. $192,100 1 141,000
Dakota Wireless Group, LLC $188,700 2 100,000
Innovative Communication Corporation $184,000 2 65,000
Big River Telephone Company, LLC $182,250 2 250,000
Green Hills Area Cellular Telephone, Inc. $181,050 1 43,000
North Dakota Network Company $177,000 3 581,000
Mt. Vernon. Net, Inc. $170,250 1 291,000
City of Ketchikan d/b/a Ketchikan Public Utilities $157,000 1 44,000
Big Bend Telecom, LTD $129,000 2 34,000
Volcano Internet Provider $105,000 1 89,000
Grand River Communications, Inc. $103,000 1 103,000
Farmers Telecommunications Cooperative, Inc. $72,250 1 85,000
PetroCom License Corporation $70,000 2 60,000
Reservation Telephone Cooperative, Inc. $69,000 1 37,000
The S&T Telephone Cooperative Association, Inc. $61,200 2 28,000
Churchill County Telephone d/b/a CC Communications $60,000 2 60,000
Route 66 Wireless, LLC $54,000 1 500,000
Three River Telco $54,000 1 88,000
AST Telecom, LLC $34,000 1 34,000
Northwest Missouri Cellular Limited Partnership $26,000 1 128,000
Northeast Missouri Rural Telephone Company $23,800 1 55,000
Woue Inc $6,000 1 8,000
ACS Wireless License Sub, Inc. $0 0 304,000
Advanced Communications Technology, Inc. $0 0 264,000
Allcom Communications, Inc. $0 0 368,000
Antares Holdings, LLC $0 0 21,000,000
Aztech Communications, Inc. $0 0 93,000
Beehive Telephone Company, Inc. $0 0 17,000
Bluestreak Wireless LLC $0 0 1,000,000
Breda Telephone Corp. $0 0 33,000
Cal-Ore Telephone Co. $0 0 500,000
Carolina Personal Communications, Inc. $0 0 286,000
Central Utah Telephone Company $0 0 500,000
Clay County Rural Telephone Cooperative, Inc. $0 0 76,000
Clinker LLC $0 0 20,000
Coleman County Telecommunications, LTD $0 0 116,000
Craw-Kan Telephone Cooperative, Inc. $0 0 434,000
Diller Telephone Company $0 0 101,000
Ellijay Telephone Company $0 0 154,000
Farmers Mutual Telephone Company $0 0 43,000
Graceba Total Communications, Inc. $0 0 138,000
Granite State Long Distance, Inc. $0 0 381,000
Heart of lowa Communications Cooperative $0 0 163,000



Total Net Total Number Initial
Bidder PWB Amount of PWBs Eligibility
lowa Intelegra Consortium, LLC $0 0 2,000,000
Jefferson Telephone Company $0 0 150,000
Kingdom Telephone Company $0 0 300,000
MAC Wireless, LLC $0 0 154,000
McDonald County Telephone Company $0 0 67,000
Muenster Telephone Corporation of Texas $0 0 55,000
Northeast Nebraska Telephone Company $0 0 302,000
Northern lowa Communications Partners, LLC $0 0 200,000
Panhandle Telecommunication Systems, Inc. $0 0 17,000
Panora Telecommunications, Inc. $0 0 33,000
Partnership Wireless LLC $0 0 158,000
Perry-Spencer Rural Telephone Coop., Inc. d/b/a PSC $0 0 136,000
Plains Cooperative Telephone Association, Inc. $0 0 64,000
Rainbow Telecommunications Association, Inc. $0 0 70,000
Roberts County Telephone Cooperative Association $0 0 41,000
Rodriguez, Marcos $0 0 195,000
Ropir Communications, Inc. $0 0 118,000
Salina Spavinaw Telephone Company, Inc. $0 0 125,000
Shenandoah Mobile Company $0 0 4,749,000
Shoreline Investments LLC $0 0 173,000
South #5 RSA Limited Partnership d/b/a Brazos Cell $0 0 103,000
South Slope Cooperative Telephone Company, Inc. $0 0 303,000
St. Cloud Wireless Holdings, LLC $0 0 630,000
The Chillicothe Telephone Company $0 0 359,000
The Pioneer Telephone Association, Inc. $0 0 134,000
The Tri-County Telephone Association, Inc. $0 0 116,000
Tri-Valley Communications, LLC $0 0 249,000
United Telephone Mutual Aid Corporation $0 0 35,000
United Wireless Communications Inc. $0 0 130,000
Van Buren Wireless, Inc. $0 0 147,000
West Central Communications, LLC $0 0 536,000
West Central Telephone Association $0 0 294,000
Western New Mexico Telephone Company, Inc. $0 0 500,000
Wheat State Telephone, Inc. $0 0 141,000
WWW Broadband, LLC $0 0 157,000
XIT Leasing, Inc. $0 0 210,000
XIT Telecommunication & Technology, Ltd. $0 0 33,000
Total $220,260,400 355 198,848,500

Notes & Sources:
Data from FCC.





