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EX PARTE VIA ECFS 
  
Ms. Marlene H. Dortch  
Secretary  
Federal Communications Commission  
445 12th Street, SW  
Washington, DC 20554 
  
Re: Amendment of the Commission’s Rules With Regard to Commercial 

Operations in the 1695-1710 MHz, 1755-1780 MHz, and 2155-2180 MHz 
Bands, GN Docket No. 13-185 

 
Dear Ms. Dortch: 
 

I spoke with Sue McNeil of the FCC’s Wireless Telecommunications Bureau 
today to discuss AT&T’s position on the former defaulter rule. 

In a prior letter, wireless industry representatives -- including the Competitive 
Carriers Association (“CCA”), CTIA – The Wireless Association® (“CTIA”) and NTCA 
– The Rural Broadband Association (“NTCA”) -- expressed concern that the 
Commission’s “former defaulter” rule would unduly inhibit auction participation by its 
broad application to auction participants that otherwise had strong indicia of 
creditworthiness.  Section 2.2106(a) of the Commission’s rules requires applicants who 
have previously been in default on any Commission license or have previously been 
delinquent on any non-tax debt owed to any Federal agency to submit an upfront payment 
equal to 50 percent more than that set for a particular license.   

This rule applies regardless of the size of the default or the amount of time that 
has passed since the debt was paid.  Thus, the provision was often overbroad in its 
application, assessing a 50 percent penalty on many bidders who, while they might have 
been delinquent on some non-tax debt to a Federal agency, were nevertheless objectively 
good credit risks and able to pay in full for the licenses for which they had applied to bid.  
Thus, the Associations collectively suggested an alternative policy the Commission could 
follow to ensure that participating bidders were able to make final payments on any 
licenses they may win.  
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AT&T supports revisiting the criteria for imposition of the former defaulter rule 
and writes today to propose that the Commission further expand the criteria for 
determining the creditworthiness of auction participants.  There are other well-recognized 
means of establishing creditworthiness that could provide the Commission with a 
precisely defined approach while giving the Commission a high degree of confidence that 
a participating bidder will be able to pay for any licenses won at auction. 

Namely, AT&T proposes that, as an alternative to looking only at prior 
indebtedness, the Commission should also rely on ratings from Moody’s, Standard and 
Poors, or another recognized rating agency or on a letter of credit provided by an 
applicant from an FDIC member institution or similar institution that serves rural utilities.  

More specifically, AT&T proposes that Commission should not apply the former 
defaulter rule to any applicant that has an “investment grade” rating from Moody’s, 
Standard and Poors, or another recognized rating agency.  “Investment grade” is well-
defined by each agency and is a rating of Baa3 or better by Moody’s and BBB- or better 
by Standard & Poors.  AT&T further proposes that the former defaulter rule not apply to 
any applicant that can provide a letter of credit from an FDIC member institution or 
similar institution, like an agricultural credit bank that serves rural utilities and is a 
member of the United States Farm Credit System.  Letters of credit were accepted by the 
FCC in the mobility fund auction as evidence of credit-worthiness. 

 Such a multi-pronged approach would fulfill the spirit and intent of the FCC’s 
former defaulter rule – the FCC would be ensured of payment for licenses won while also 
ensuring that creditworthy auction participants are not unnecessarily penalized.   

 
In accordance with the Commission’s rules, this letter is being filed electronically 

with the Secretary for inclusion in the public record. 
 
        Sincerely, 

                                                                                       
        Joan Marsh 
 
 
 
cc:   Sue McNeil 
 
  


