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COMMENT SOUGHT ON SMALL BUSINESS SIZE STANDARDS

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

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

’ See Wireless Telecommunications Bureau Postpones December 15, 1998 Auction Date for 528 Multilateration
Location and Monitoring Service Licenses, Public Notice, DA 98-2246 (November 10, 1998). 5

’ Amendment of the Commission’s Rules to Adopt Regulations for Automatic Vehicle Monitoring Systems,
Second Report and Order, FCC 98-157, 1 20 (rel. July 14, 1998),  63 Fed. Reg. 40,659 (July 30, 1998) (“LMS
Second Report and Order”). See also Amendment of Part 90 of the Commission’s Rules to Adopt Regulations
for Automatic Vehicle Monitoring Systems, Memorandum Opinion and Order and Further Notice of Proposed
Rule Making, PR Docket No. 93-61, 12 FCC Red 13942, fi 75 (1997) (“LMS  Further Notice”).

3 Comtrak Comments at 4.



and not the number of employees, for the purpose of determining an entity’s eligibility for
small business incentives, as it has done in previous auctions.4  None of the commenters
addressed capital requirements supporting the suggested small business thresholds.

The rules we adopted for LMS define a “small business” as an entity with average
annual gross revenues for the preceding three years not to exceed $15 million.5  They define a
“very small business” as an entity with average annual gross revenues for the preceding three
years not to exceed $3 million.6 Thus, in accordance with the Part 1 rules concerning
competitive bidding, small businesses will receive a 25 percent bidding credit and very small
businesses will receive a 35 percent bidding credit.’

The WCS auction closed on April 25, 1997.* In the expedited rulemaking proceeding
for this service, the Commission adopted tiered small business size standards and associated
bidding credits.’ The Commission took this action to ensure that small businesses have the
opportunity to participate in the provision of spectrum-based services, as required by Section
309(j) of the Communications Act.” The record in the WCS proceeding supported the
establishment of small business provisions. Several commenters urged the Commission to use
tiered definitions, with levels similar to those employed for broadband PCS.” As was the
case with LMS, none of the commenters discussed capital requirements supporting the
suggested small business thresholds.

4 Comtrak Comments at 5.

5 LMS Second Report and Order at $[ 20.

’ Id. See also 47 C.F.R. 1.2110(e).

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

9 Amendment of the Commission’s Rules to ‘Establish Part 27, the Wireless Communications Service, Report
and Order, 12 FCC Red 10785 (1997) at 17 193, 194 (“WCS Report and Order”). See also Amendment of the
Commission’s Rules to Establish Part 27, the Wireless Communications Service, Notice of Proposed Rulemaking
11 FCC Red 21713 (1996) at 77 62, 63 (“WCS Notice”).

lo 47 U.S.C. 5 309(j)(4)(D).  See also 47 U.S.C. $9 309(j)(3)(B) and (j)(4)(A).

” See Comments filed by Rural Telecommunications Group and Cook Inlet Region, Inc., and Reply Comments
filed by Total Telecommunications Services, Inc. For broadband PCS, a “small business” is defined as an entity
with average annual gross revenues of not more than $40 million for the preceding three years; a “very small
business” is defined as an entity with average annual gross revenues of not more than $15 million for the
preceding three years. See 47 C.F.R. 4 24.720.
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The Commission adopted the same small business definitions for WCS as it did for
broadband PCS.12 Thus, it defined a “small business” as an entity with average annual gross
revenues for the preceding three years not to exceed $40 million.‘3  The Commission defined
a “very small business” as an entity with average annual gross revenues for the preceding
three years not to exceed $15 million. I4 The Commission established bidding credits of 25
percent for small businesses and 35 percent for very small businesses.15

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

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

- FCC -

” WCS Report and Order at 1 194. h

I3 47 C.F.R. 9 27.210(b).

I4 I d

” 47 C.F.R. 6 27.209.

I6 See Letters to Amy J. Zoslov, Chief, Auctions and Industry Analysis Division, Wireless Telecommunications
Bureau, from Aida Alvarez, Administrator, Small Business Administration (December 2, 1%98),  at Attachments
A and B.
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Attachnent  A

U.S.  SM A L L  B U S I N E S S  A D M I N I S T R A T I O N

WASWNOTON.  D.C. 20416

De!cember2,1998

Chief (Acting), Wireless Telemmmunkticm  Burew
Federal Coxnmuniti  cammission
2025MStnwt,NW,  5%m
Wlshingtoq  DC 20554

Re: Request ku Approval of Small Busineu  Size Standard - Comphtive  Bid& Rules  fbr VHF .
Public Cuast  ServiCa  andL4XXlhMolli~  S0RiC8

l “SmallBuhe& -onrwithavamgeannualgfwrevauesthtdonotexcued
E15miihniwhep~3ywJcs

+ ‘Yely  Small Buskss” -awwithv~annurf~~wstflltdonot
eJxceeds3millionfiarthap~3years.

+ “SmallBusiness Cozraorrium”  - a conglomeM0  orgxhth fbrrnedasajoint
~ewreb~oramakgmutua@-indep&rdantukesa fiftna,eacllofwhicb
iIldividuallysatisfles~~tionofasmau-
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Amy 1. Zoslov . Page2

SIIUU spectrums  (e.g.,  8OOMHz Sptxialbd Mobile Radio (SMR) Se&es and 3nteractk Video and
Dat3 Stices),  you selected  the lowed  siza standards estabhhed by the commission foa any service.
We agree that the heist  Sk8 Standard  C5ttlbliShd  by the COrnmiSSion  EUC  approprirte  for VPC.

The SBA dam not rpprovc  the  size standards for use in the Locadoa Monitoriag Sarvicw
(LMS) auctkn Sect& 3(r)(2)(C)  oftha Small Bukeas  Act requires tha! “‘UnItis speci&ily
~daori2edbyEtatuQ,noF~crrl~~~agglcy~~cCi~as~Steadardfiaocrteparidnga
business mcern as o small busheua  w uniosr such propwed  size standard - (i) ia propowd
after  all appormnity  fix public notic8  5nd comment;” Neither the Fe&rolRagisrer  noti- or the
Mkmorandum Opinion tad On&t and Fbrdwr Notice ofprapased  Ruia Makhg (adoptsd
August 28.1997 and &mad September  16.1997).  fbr dw ]LMs  aucticq proposed  any specifk size
stuldards;  rather, they  merely contained a gmord deacri@tion  o&he subjects  and issues involved. A
general description does not satis@ tie requirements of the Small Business Act fbr a “propowd e l

standard” offered f6r public comment.

Your letter expl5illed why the commissioa  adopted tho5e size stmldard5. with the letter wem
copies  of the SecofdRqwt  and On&t t0gOthU  with the rdwant  cd- received to your proposrl
to establish  bidding  credita  Bx small  business. TO ~ugpfematt  this  i&cm&ion and to f&her suppo#
adopting  these  standuds, members  ofyour  stafFmet  with he Of&e ofShe Standards  on
Octobr 1.1998.  ThsycorplrinsdQatyouhsdoompubddreswstandsrds~~~Eoootb~
license  areas, particulariy  the 800 MHz and 900 MHz SMR Servicea  aad for Broadhrtld  Personal
Communications Servicas (PCS). Accordhg  to your M the tecbm@y fbr LMS has some
similarities  with the 800 MHz and 900 MHz SMR Swim, and the site and equipmti  costs for these
th.reesewicesseaboutthesame.  llwyalsostaMtbstBroadbdPCS,witbabighersizeeandard,
hasc.apitdu3ststh8t8resubstanliallyhihighcathpn~LMS.  .

cc: Dr. Richard L. Hayes
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Attach&t  B

P.26

US, S MALL  BUSINFSS  AOMlNlSTF?ATlOH
WAIHINQTON,  D.C. 20416

December 2.1998

Amys.~lov
Chkf(Acting),  Winlom Teleamrnticatim  Bumau
Fedsnl  Commlllliortiaar  Cmnmirsion
2025 M Street, N.W.
washhgm&  DC a54

Re: The FCC’5 Requat br Approval  of Small Buainoss Siza Standuds  - Competitiw  Bid&q l

Rules fk the fbUo*  auckms:
Bmdhmd Pmonai Communicadom  Se&as (C, D, E mdP B&&s)
wido6a communic8ticm5  sonica
Narmvhd PCS -Plus.  m
PaJ+gSomicm : .

TbisI~rsrpbndr,inprut,toyourrsqwrtlofMay8,1997,aadofA1qp~t27,  1998,thatthe
U.S. Small Business Mminist&m  (SBA)  spprovo  (1) l? small bushas da standid propodby
the Federal  Commu&atiau commission  (%a Comn&m”)  md (2) a vocy mail business  category
to the scheduled rwuction ofBroadband  C Mock II& letter  spocifMly  ddrara  ti rmdl bu&as
size standards the Commi55ioc1 adopted fbr Broadband Pmond Comamid (PCS) Swim (C,
D, E and F Blocks), Wireless Cmmticatian8  S@vim and Pq& Se&m, aud propod  fix
NmwbmdPCS-PbaseIII,  WidrtiIet&,bmfh,SBAhupmvidedthoCammiruionti~a
decisionanitJrsq~awstlmdub~rll~~inyour~8.1997.1~.

A. Broadband Pemonrl  Commuaicadonr Servka (C, D, E pad F Blockn)
wirtle55  Comm~n5 sawice
NarrowbmdPtY-PhmaIIX

h
ReqmttedSlu~:
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AmyJ. ZmIcw WE@2

In addida tbo Commission’s size  standuds  fbr drs 3 so&a include a conaohm  ofsmaU
businesses  and very small  busineuw aa m eligible mull bwinma. The Conuniaion defhd a
ctmsortiumasa con&mmM~~aarjoint-bmorwlunang-
independent businasa  fhas,  each  ofwhich individually  satiafh $10 d&itiu~  of a small  buaiuaa~s  m
very mail bwiness.
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Amy J, 7-h Pa@0 3

necessity  and approprbnesr ofthese rtradub, and whrt m of~~mpud~ may bmofk While
some commusec~~ ruggod o&or benoh hr smdl bwinou biddm, thy ail support dopting the size
standarda
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AnqrJ.- _ .* P8ge4

CC: Ms. Cathuine  J. Sdovd
HmombkJmeW.Qbvw
Dr.RicbatdL~


