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Good Morning/Afternoon. 

 I am pleased to be invited to address the issue of secondary markets in spectrum trading.  Spectrum policy changes by the FCC over the past five years, including the options of spectrum partitioning and disaggregation, have brought us closer than ever to real secondary markets in radio spectrum.  As I think you will see from the panels today, this is truly a critical issue facing the wireless industry in meeting demand from evolving wireless markets.

Let me speak briefly about my company and why I am here today.

Securicor Wireless is the largest service provider in the 220 MHz band.  We have a nationwide spectrum footprint and serve customers in markets throughout the U.S.  We have been the dominant bidder in both of the 220 auctions held by the Commission, acquiring over 200 licenses on a nationwide, regional and local basis. 

 Securicor has developed its patented “Linear Modulation” technology for use in the 220 and other bands that permits quality voice and data services over 5 kHz channels. We also distribute land mobile radio products to the public safety and private user communities.

The history of the 220 band has had many twists and turns.  Originally conceived by the FCC as a “test bed” for the development of spectrally efficient technologies, like Linear Modulation, 220 service providers have persevered through the balkanization of the band by lottery, through numerous court challenges and through delays in our auctions.  

Today, though, the build out of the 220 band has obtained a critical mass and its service providers have now rationalized their spectrum holdings through the auctions.  The 220 band has emerged as a strong competitive force in the specialized wireless markets and the “test” envisioned by the Commission ten years ago has proven to be a solid success.  We are ready for the next stage of our business.  

Securicor believes that the development of a free and open secondary market in radio spectrum will greatly enhance the wireless service options available to private users.  The primary spectrum market – auctions— are a good, but imperfect delivery mechanism to the markets and leave significant spectrum demands unmet.  While they are clearly a great improvement over past licensing methods, auctions are held infrequently and are subject to legal challenges and delays, require significant managerial time and capital investment and involve uncertain outcomes.  They are not well suited to meet the demands of many private organizations and end users and cannot accommodate, among other things, “spot” market needs.

A secondary market in spectrum will supplement the primary market and will enable spectrum providers to offer their customers a portfolio of spectrum options where and when they are needed.  We believe, this secondary market can be best realized through private suppliers of spectrum, such as the Guard Band Managers recently approved by the Commission for licensing in the 700 MHz band.  These private organizations, in turn, must have the flexibility to meet market demand for spectrum in all forms.  Our experience suggests that the best way to meet this demand is through spectrum leasing.

Since the 220 band auctions, we have been actively seeking business and franchise partners to help us with the build out of our nationwide and geographic licenses – a challenge for any wireless company.  Our partner, the National Rural Telecommunications Cooperative, has helped us immeasurably in our tasks.  We have partitioned and disaggregated licenses in many of the rural areas of the country to NRTC.  We continue to have discussions with more parties interested in entering the wireless business in their local markets—markets which may otherwise not be on our rollout schedule for some time.  

We have found partitioning and disaggregation to be an imperfect proxy for spectrum leasing.  The auctions, of course, value nationwide and regional licenses at a premium.  We paid such a premium for our licenses in the 220 auctions.  To break up such a license through partitioning or disaggregation simply doesn’t make commercial sense and we cannot recapture the premium we paid by doing this.  Our spectrum holdings are a core asset for our future and, like all wireless companies, we strive to maintain that asset.

Ambiguity concerning the construction obligations of partitioning licensees was removed yesterday by the Commission in a clarifying Order.  We are hopeful that this clarity will further stimulate interest in partitioning licenses.
Like most wireless companies in our business, Securicor also has entered into various business relationships, including management, resale and equipment leasing arrangements.  We are always mindful in these ventures of the fundamental obligations of a licensee to maintain control over its license.   We believe that a spectrum lease can accomplish this by providing for proper oversight by the lessor/licensee.  However, Commission policy in this area—particularly its Intermountain Microwave decision—seems to provide otherwise.  Accordingly, the relationships that we have structured have been by necessity time and resource intensive, cumbersome, costly and difficult to administer.


How then may the FCC facilitate the creation of a free and open secondary market through spectrum leasing?

 I have four recommendations:

 First, the Commission should confirm the application of licensee control obligations adopted in its recent 700 MHz guard band decision across the wireless services.  This will enable a lessor/licensee to responsibly meet its obligations by providing for oversight of, and recourse against, its lessees without unduly limiting the flexibility of the business relationships they may define.

Second, construction requirements imposed on licensees should be defined in terms of substantial service, rather than set benchmarks expressed in terms of geographic or population coverage.  This will help assure that licensees may respond to the real demands of their markets without the need to build out and carry expensive infrastructure before the market will support it simply to preserve the license.  

Third, the FCC should “count” the build out by spectrum lessees, resellers and others towards meeting the licensee’s construction obligations.  This will provide licensees incentives to participate in the secondary markets and seek partners in markets that they may not otherwise reach. 

Fourth, and finally, the Commission should continue all efforts to broaden the reach and availability of its Universal Licensing System.  This, of course, will provide the core database of licensees necessary for a secondary market in spectrum.  

With these actions, the Commission will continue the momentum it has built in the past few years towards an open secondary market. It is especially important to remember that many countries look to the FCC’s policies as a model for their own rules.  Thus, we believe that the Commission may facilitate the creation of a truly international secondary market in spectrum, promoting service options and spectrum availability not even dreamed of a few years ago.

I appreciate the opportunity to share these views with you today.  I would be pleased to answer any questions.
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