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Summary

Mr. Chairman and Members of the Committee, thank you for inviting me to appear
before you today. The dlocation of adequate spectrum to support the continued growth of the
wireless industry and the development of Third Generation — or 3G — sarvicesis one of the most
important and timedly issues facing my company and my industry. We are grateful to this
committee for itsinterest and support. Together we must find away to quickly address the
critical spectrum needs of thisindustry.

The deployment of 3G wireless services and technologies will enable U.S. industry to
maintain its globa competitive and technologica leadership in both wireless and Internet
markets. In areport published last year, the Presdent’s Council of Economic Advisers
(“CEA") edtimated that the benefits from 3G would likely gpproach $100 hillion annudly. It

concluded that an adequate supply of additiona spectrum was needed for 3G services and



urged government action making adequate spectrum avallable. If spectrum isnot avallableon a
timely bas's, we risk squandering our globd position and a panoply of associated economic and
societd benefits.

Adeguate spectrum was identified at the World Radiocommunications Conference
(“WRC-2000") held in Istanbul, Turkey last year. The decisions reached at WRC-2000 were
supported by the United States and more than 150 other world governments. While efforts by
many government and private sector interests have led to some progress in achieving the
necessary spectrum alocationsin the United States, spectrum identified at WRC-2000 has not
yet been redlocated nor is such action imminent. For that reason, | come before you today with

asmple but urgent message: the wireess communications industry must have additiond radio

spectrum to provide innovative new services and other critica benefits to the American public

and to foster continued economic growth. We are facing the prospect of our industry’s

equivdent of a“fud crigs’ — with access to the spectrum “fud” restricted by government policy
and lack of action.
The following actions are urgently needed:
1. Redlocation of adeguate globally harmonized spectrum for mobile services. As
reflected in decisions made at WRC-2000, the U.S. wirelessindustry needs at least

200 MHz of additiona spectrum, aigned with spectrum to be used in other regions
of the world, to mest its long-term growth requirements.

N

Devdopment of an implementation plan for how this spectrum will be cleared and when

it will be auctioned. Equaly important to the redllocation of needed spectrum is the




plan setting out the timeframes when that spectrum will be auctioned and when it will
be available for use by theindustry. While dl of the spectrum will not need to be
available a once, operators need some certainty and predictability about what
spectrum will be available and when.

3. Edablishment of a“workable” process for rembursing Federal Government users.
Legidation is needed to dlow the Department of Defense and other Federd users
to be compensated directly through auction proceeds thereby guaranteeing thet
compensation funds are available. The availability of funds for rdocation aswell as
modernization of Federd communications systems creates a “win— win” approach
that is an important step forward in the process of making spectrum available for
3G.

4. Himination of the"spectrum cap”. This outdated rule limits the amount of spectrum a
single company can own. In theintensely competitive wirdessindustry, thisrule
only impedes companies from competing for the spectrum needed to meet the future
demand for wireless voice, data and other new services.

5. Sdtlement of the NextWave case. Thelossto the American public and to American
taxpayers will be enormousiif this matter is not resolved quickly.

The continued growth of the wireless industry depends on the availability of adequate
spectrum.

3G sarvices will be the next important chapter in a continuing wireless success story.
However, the ability of wireless operators to meet the demand for 3G services depends on
three key factors. Firdt, the wirdess industry continuesto grow at arapid pace. Today, more
than 110 million people in the United States subscribe to mobile services and that number
continues to grow at an annud rate of more than 20 percent. Only two years ago, andysts

predicted a healthy 60 percent of the public would subscribe to mobile services by 2008. But



having reached 40 percent penetration this year, anaysts now expect wireless penetration to hit
70 percent in 2004.

Second, wirdess cusomers are usng mobile voice services much more frequently than
they ever have before. Between 1992 and 2000, the industry experienced a 20-fold increasein
total wirdess minutes of use. The 2000 total of 280 billion minutes of use reflects a compound
annud growth rate of 50 percent. During this time, we have seen atremendous surgein
individua subscriber usage. Between 1997 and 2000, monthly usage per subscriber doubled,
and it is projected to double again between 2000 and 2004.

Third, the growth of mobile data servicesis placing increasng demand on the network.
Today, we offer data services at rates up to 14.4 kilobits per second. These narrowband data
services support a variety of gpplications including instant messaging, e-mail and web browsing.
However, the development of 3G and other innovative wireess technologies will support awide
range of high-speed data and multimedia gpplications, including wirdess Internet access. While
mobile data services currently represent less than two percent of total network usage, andysts
predict that future data applications supported by 3G technology will account for more than 50
percent of network usage by 2004 and ultimately those gpplications will dominate the use of the

network.

Technology improvements alone will not meet the anticipated demand for 3G services.



Digitd technology has been a primary driver of the amazing growth of wireless sarvices.
Since introducing digita technology into our network in 1997, we have substantiadly increased
the capacity and efficiency of our network and provided consumers with enhanced services and
choices, including many new pricing plans. Digita handsets feature longer battery time and
reduced equipment size and cost. Wireless services are more accessible and affordable. They
have become a part of our customers daily routines, and many use wireless as an dterndiveto
awireline telephone.

Verizon Wirdess has one of the most sophisticated mobile networks in the industry, and
we make every effort possible to use our spectrum efficiently to meet the needs of our
customers. However, despite our deployment of the most spectraly-efficient technologies
avallable, the enormous growth in customers and usage is placing increasing strain on network
capacity. To address these capacity problems, Verizon Wirdess will begin to deploy 3G
technology later thisyear. Thistechnology — called cdma2000 IXRTT — will not only incresse
the efficiency of our existing network, but will dlow us to provide customers with mobile deta
services at rates up to 144 kilobits per second — ten times what is currently available.

Our deployment of IXRTT isjust the next step in the continuous evolution of our
network and our efforts to deploy the most advanced technologies possible for the benefit of

our customers. Unfortunatdly, technology aone cannot meet our capacity and new service



needs. The new high-speed services that can be provided on 3G networks are much more
gpectrum-intensive than today’ s voice and data services. For example, while IXRTT isnearly
twice as efficient as current CDMA technology in delivering voice services, for data servicesit
will take three to four times as much spectrum to serve the same number of Smultaneous
customers at the higher datarates (i.e., 144 vs. 14.4 kilobits per second). Aseven higher
speed data services are developed (e.g., up to 2 Mbits per second), the demand for spectrum
will increase subgantialy.

As| have indicated, we can initiate some new high-speed services, and Verizon
Wirdess will be among the first companies to do so, but we will be bandwidth limited in the
nature and scope of these services. The industry needs additiona spectrum before the services
can reach their potentia anticipated by analysts. | can think of no better evidence of the
industry’ s urgent need for new spectrum than the $17 billion bid for C and F block PCS
licenses that were recently reauctioned.

This Committeeisin a key position to ensure that the needed spectrum is made
available.

Congress has an important role in ensuring that spectrum resources are managed for the
benefit of the American public — it isthe public, after dl, not carriers, that use these scarce

resources to meet their communications needs. Given the significant benefits that 3G and other



advanced wireless services will provide to American consumers, businesses, and the economy,
Congress has every reason to ensure that adequate spectrum is available to support the full
potentid of such services. Other nations have aready dlocated and licensed sufficient amounts

of spectrum to meet the needs of their wirdessindudtries. The United States must do the same.



There are specific, concrete steps that Congress should take now:

1. Allocatethe additional spectrum needed for mobile services.

WRC-2000 identified two spectrum bands to accommodate 3G devel opment around
theworld. This action to identify spectrum on aglobd basiswill provide the gobd
“harmonization’ that is so important to future services. By implementing the WRC-2000 actions
and dlocating harmonized spectrum, U.S. carriers will be able to compete globdly in offering
internationa roaming while achieving the economies of scde that reduce network and customer
equipment and service costs.

The 1710-1850 MHz band, asidentified at WRC-2000, provides the best, initia
opportunity to harmonize U.S. spectrum dlocations with those being made around the world
and thereby to meet the 3G growth needs of the industry. The band is aready used for second
generation mobile services in Europe and parts of Asia, where it is expected to evolve to 3G.
In Canada, Mexico, Brazil, and other parts of North and South America, thisband isthe first
choicefor initial 3G deployment. Even though the United States, at WRC-2000, supported the
potentid use of this band for globa 3G services, most of the band is currently occupied by the
U.S. Department of Defense (“DOD”) and other Federa agencies. These sysemswill haveto
be relocated if the band isto be used for commercid wireless gpplications.

In cooperation with the wirdless industry, the U.S. Government has worked diligently to



as=ss the potentia for making this band available for commercid use. My company and others
from the wireless industry have been working closdy with the FCC, the Department of
Commerce, DOD, and various other Federa agenciesto develop aworkable redlocation plan.
We have made progress, but afina decison on this band has not been made; nor isone
imminent. Beginning with this hearing, this Committee can provide the impetus for the quick
alocation action we need.

Obvioudy since dlocating the 1710-1850 MHz band done will not satisfy the 200
MHz requirement, additiona spectrum must be identified. To that end, the 2110-2165 MHz
band, for example, is an gppropriate and workable supplement. This band, most of which has
aready been proposed for redlocation, is encumbered with commercid fixed operators, and
we are working with the FCC on relocation options.

Recent events suggest that the 1990-2025 MHz and 2165-2200 MHz bands, currently
alocated as additiona spectrum for Mobile Satellite Service (*MSS’), may better serve the
public interest by being redlocated at least in part to more viable purposes. Reported business
difficulties among the applicants for MSS licenses raise questions as to the viability of MSS.
For these reasons, we and other carriers requested the Commission to eva uate how this band
could be used to facilitate the development of advanced mobile services, eg., by

accommodating the relocation of commercid and/or government systems from bands used for



3G.
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2. Edablish an implementation plan for auctioning and clearing spectrum.

Equally important to the redllocation of needed spectrum is the implementation plan
Setting out the timeframes when portions of that spectrum will be auctioned and when it will be
available for use by theindustry. The entire band will not be able to be auctioned at once, nor
will it dl be avallable a the same time, given the variety of incumbent uses. The industry can
and will work with these logigtical redities, but operators need certainty and predictability about
what spectrum will be available and when so that we can develop our plans.

Thisimplementation plan must reflect the need for alocation decisons that promote
harmonization. For example, the Commisson is considering whether to pair the 1710-1755
MHz band (for mobile transmit) with the 2110-2150 MHz band (for base tranamit) largdly, it
would appear, because these bands were designated by statute to be auctioned by 2002.
However, this statutory action was taken prior to WRC-2000. Today, such a pairing would be
incond stent with exigting and anticipated future uses of this spectrum around the world. Were
such a pairing to occur, mobile base stations and portable devices developed for U.S. markets
would be incompatible with and more expensve than equipment developed for markets where
gpectrum is harmonized. Making the additiona spectrum in the 1755-1850 MHz band
available would permit the Commission to establish pairing arrangements that are harmonized

worldwide. | urge you to quickly resolve the broader 3G spectrum alocation decisons so that
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the Commisson can congder al viable candidate bands before taking action on afew. In doing
30, the Commission can establish a gpectrum dlocation and auction plan that promotes
harmonized use of gpectrum, reduces the costs of 3G equipment and services, and increases the
overdl vaue of spectrum.

3. Establish a“workable” processfor reimbursing Federal users.

In establishing aworkable process for clearing the 1710-1850 MHz Federd
Government band, the method for reimbursing displaced Federa users can beimproved and in
s0 doing it may actually facilitate the clearing process. Current law requires that wirdess
operators negotiate with Federa agencies on relocation costs and timing after they have
acquired thalr licenses at auction. Based on past experience, this “after-the-auction’ approach
means that operators have consderable uncertainty regarding the costs of relocation and the
availability of spectrum, affecting their bidding Strategy and the vaue they attribute to the license.
It also imposes unnecessary transaction costs on operators when they proceed to the
negotiation, and it may result in DOD and other Federd agencies being expected to disclose
information about their systems that they contend is classified or proprietary.

The law can be improved by providing for the identification of relocation costs and
timing in advance of the auctions and collection of relocation cogts directly from the auction

proceeds. In thisway, operators would know the timeframe for spectrum clearing and the costs
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atributable to that clearing. For its part, the government users would know that their relocation
costs would be fully compensated without the need for any negotiations with industry.
Legidation should be adopted that would make these changes to the rel ocation and
reimbursement process.

4. Eliminate the* spectrum cap”.

The spectrum aggregeation limit (*spectrum cap”) prohibits any company from holding
more than 45 MHz of cdlular, PCS and Specidized Mobile Radio (“SMR”) spectrum in the
same geographic area, with ahigher limit of 55 MHz in rurd areas. At thetimeit was
implemented, it was designed to promote new market entry by limiting access to the newly
avalable PCSlicenses. The actud impact of thisrule can be even more limiting because of the
non-uniform nature of the size of license areas and licensed bands. Thislack of uniformity may
prevent carriers from reaching even the cap limit in their full footprint.

The “spectrum cap” rule was adopted when there were only two carriers operating in
each market, and when services were limited and prices were high. It was implemented to
promote new entry in the marketplace, and that god has been accomplished. Today, the
Commission' s own studies show that 75 percent of the population livesin areas with five or
more mobile telephone providers. Nearly 50 percent of the population has a least Sx carriers

from which to choose. In Washington, D.C., for example, Verizon Wireless competes againgt
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Cingular, AT&T, Sprint, VoiceStream and Nextel.

New entrants continue to gain consderable ground. Price competition is steep, but
perhaps even more important, carriers are competing on the basis of new and enhanced product
festures. The consumer iswinning.

Because of the dramatic changes in the market, the rule has outlived its intended
purpose and now isworking to the detriment of the very competitive and robust market the rule
sought to foster. The cap is not the way to perpetuate today’ s competitive market when the
primary challenge is access to the additiona spectrum we need to meet surging demand. The
cap congrains our ability to meet customer demand for improved qudity and reliability and for
new services by obtaining additiona spectrum. Lifting the cgp will favor innovation and
compstition, facilitate the deployment of advanced mobile services and promote globd
competitiveness.

5. Encour age settlement of the NextWave case.

| cannot overgtate the importance of spectrum to my company and the wireless industry.
Earlier this year, my company bid nearly $9 Billion for spectrum in an auction that raised $17
Billion for the U.S. Treasury. This spectrum is necessary to meet the continued demand for
mobile voice and to begin the deployment of advanced 3G services. Unfortunatdy, this

gpectrum is stuck in legd limbo with the likelihood of protracted legd battles. Last week,
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Verizon Wirdessjoined four other high biddersin Auction No. 35 — Alaska Native Wirdless,
Dobson Communications, Sdmon PCS, and VoiceStream Wireless — in aletter urging the
Commission, the Department of Justice, and the Office of Management and Budget to achieve
an immediate settlement of the NextWave case that would preserve the results of the auction.
Congress should do al it can to encourage the parties to settle. Thisis the best way to ensure
that the valuable mobile licenses purchased at auction are put into the hands of carriersto
deploy immediately to serve customers.
Conclusion

Congress mugt act now to ensure the timely dlocation of additiond spectrum and the
adoption of policies that will promote the development of 3G wireless technologies and
sarvices Thisincdudes (1) alocating aminimum of 200 MHz of additiond, harmonized
spectrum for mobile services, (2) establishing a plan for dearing and auctioning spectrum, while
ensuring that al bands are dedlt with as part of a comprehensive dlocation plan thet is
harmonized worldwide, (3) revising the reimbursement process so displaced Federal users are
reimbursed from auction proceeds, (4) diminating artificia restrictions on access to the
spectrum we need, and (5) settling the NextWave case so that service can be provided to the

public and Federa auction revenues can be maximized.
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