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Good morning Chairman Inouye, Co-Chairman Stevens, and Members of the
Committee. It is a privilege to be with you this morning to discuss “The 700 MHz
Auction: Public Safety and Competition.” Thank you for affording me this opportunity

to share with you the views of Verizon Wireless on this important topic.

Introduction and Summary

Congress, the Administration and the FCC have all declared that the deployment
of broadband services to the American public is a critical goal. The 700 MHz auction has
the potential to make a major contribution to expanding broadband and to delivering the
many benefits of broadband to consumers, businesses, and America’s leadership in the
world economy. I say, however, the potential — because to achieve these benefits, the
auction needs to make the spectrum available in ways that will promote, not cripple,
broadband. My years of experience in building wireless networks tells me that the 700
MHz auction can unlock even more benefits — but only if it’s done right.

I thus want to discuss what I see as two critical actions the FCC should take to

help deliver on 700 MHz’s promise for broadband.



First, the FCC should adopt a band plan for 700 MHz that will enable rapid
deployment of next generation wireless broadband networks.

Second, the FCC should not impose eligibility, wholesale, open access or net
neutrality requirements on the 700 MHz band. Those requirements are unwarranted,

would deter innovation, and would not benefit consumers.

The 700 MHz Band Plan Should Promote Broadband Deployment While Making
Available a Mix of License Sizes, and FCC Proposal 3 Does That

The upcoming auction will enable the development and wide deployment of new
fourth generation — or “4G” — wireless technologies and services that will yield
tremendous benefits to consumers, businesses, and first responders alike.

In 1997, when Congress adopted the DTV transition plan, wireless data services
were very limited — typically providing only about 15-20 kilobits per second. Today,
broadband wireless technologies like CDMA EV-DO have been widely deployed,
supporting data rates of hundreds of kilobits per second and a wide variety of mobile
applications. Verizon Wireless’ mobile broadband network, the first in the nation, is
available to more than 200 million people who can access broadband services on their
laptops, e-mail on their PDAs, and V-CAST Video and Music on their wireless phones.
We are now deploying the latest enhancement to CDMA technology, EV-DO Revision
A, which will increase data speeds further and support new broadband applications.

New “4G” technologies are being developed that will support mobile data rates of

tens of megabits per second. They will unleash a host of new broadband applications that

will rival anything available today on wired broadband networks. Doctors will be able to

access medical records and CAT scans wirelessly; firefighters will have wireless access



to images of building interiors and floor plans. These wireless broadband technologies
promise to improve the lives of American citizens in many ways.

Verizon Wireless believes firmly in the broadband future envisioned by Congress,
the FCC and the Administration. We have spent billions of dollars over the past several
years to bring wireless broadband to the nation, participating in spectrum auctions and
investing many billions more on technology and infrastructure. We believe we are the
most efficient spectrum user in the nation — and perhaps the world — and proud of it. We
serve more customers with less spectrum than any other operator.

However, the ability of Verizon Wireless — and the entire industry — to continue to
deliver on this broadband vision requires access to additional spectrum, auction rules that
are open and competitive, and service rules that are flexible and market-based. The 700
MHz spectrum will enable qualified and committed operators to make a real difference in
expanding the reach of broadband services, if it is auctioned in ways that will facilitate,
not hamper, deployment of those new 4G technologies.

The FCC has offered a variety of band plans for auctioning the 700 MHz
spectrum. Verizon Wireless supports FCC Proposal 3, with regional licenses in the upper
band. A copy of this band plan is attached to my testimony. We believe this plan is the
only one that meets the Government’s goals for this spectrum.

e By using regional area licenses in the upper band, coupled with smaller area
licenses in the lower band, it makes available the right mix of license sizes and
creates opportunities for a variety of applicants, business plans, and technologies.

More than 900 licenses would be available for auction.

e It provides adequate contiguous spectrum — 22 MHz — to support very high data
speeds for 4G broadband deployment.

e It accommodates public safety’s need for useable narrowband spectrum along the
Canadian border.



Let me elaborate on why this band plan should be adopted. First, it is important
to keep in mind that the entire 700 MHz commercial band should be considered as a
whole. With the DTV transition, Congress provided a total of 84 MHz of new
commercial spectrum, including 24 MHz that has already been auctioned. This leaves 60
MHz — 30 MHz in each of the upper and lower bands — left to be auctioned. Thanks to
technical rules the FCC already put in place, both bands are well suited for mobile
broadband services. Any band plan should reflect what has already been auctioned.

Second, we agree with the FCC that the 700 MHz band should include a mix of
different license sizes. The FCC has already achieved part of that goal by licensing a
significant amount of 700 MHz spectrum in the lower band in small blocks to smaller
wireless companies, and it plans to license all remaining “paired” spectrum in the lower
band based on smaller markets, including another 700-plus licenses in the smallest areas,
cellular market areas, which can be as small as one county. The lower band will thus
provide 36 MHz of spectrum licensed on a small market basis, providing ample
opportunities for smaller carriers.

What the FCC has not done to date is to auction larger 700 MHz licenses. It can
accomplish this by including a 20 MHz paired block of spectrum, to be licensed across
wide geographical areas, such as the Regional Economic Area Groupings (REAGs) used
by the FCC in last year’s auctions for the Advanced Wireless Services (“AWS?”). This
band plan will help ensure the near-term deployment of next generation wireless
broadband networks and to provide the best opportunity for the United States to lead the

world in 4G wireless development and deployment.



A contiguous 20 MHz block is important because it will encourage optimized use
of that spectrum for 4G technologies and the services it can provide. It is essential that
the 700 MHz band plan include at least one spectrum block of at least 20 MHz in total
bandwidth, as it did in the band plans for cellular, PCS and AWS.

Larger regional licenses such as REAGs are important because, for over a decade
now, we have witnessed the benefits of wide area licenses in promoting nationwide
deployment of new technologies. Consumers demand nationwide service and carriers
must meet that demand. History has shown, almost without exception, that smaller-sized
licenses wind up becoming aggregated so that carriers can achieve economies of scope
and scale and operate as viable businesses, enabling them to compete and deliver better
products at lower prices to consumers. Aggregating spectrum post auction takes many
years and is expensive to carriers and costly to consumers. If Congress wants next
generation wireless networks to be a near-term reality, the FCC must auction and license

sufficient spectrum on a REAG basis.

The 700 MHz Rules Should Provide Spectrum Opportunity for All, Without
Unjustified Constraints That Will Undermine Innovation and Harm Consumers.

Beyond questions of technology lies the critical need to maintain integrity in the
auction process. The Commission should set auction rules that allow for full and fair
competition by qualified bidders, without artificial and unwarranted constraints.

Spectrum auctions for commercial spectrum licenses have been one of the great
success stories of communications policy. Over the past ten years, these auctions have
raised many billions of dollars for the U.S. Treasury and accelerated the roll-out of new
and innovative services for consumers. The resulting competition in the mobile

marketplace has provided a broad range of digital offerings, extensive coverage, high



quality, and low prices. In short, competitive spectrum auctions have been a good deal
for American consumers. The Government should not depart from that success.

1. Auction Eligibility Restrictions. Some parties have sought to game the
auction process by proposing to exclude or restrict local exchange carriers, cable
operators, and wireless carriers from eligibility for licenses in the 700 MHz band. Such
discriminatory eligibility restrictions are aimed at the companies most ready to deploy
next generation broadband networks. Restricting participation would depress revenues
needed by the Treasury, and delay introduction of new services.

The FCC has repeatedly found that open competitive bidding will ensure that
scarce, valuable spectrum resources are put to the highest and best use. Restricting
bidding to a limited class of entities strongly suggests that the license may not be granted
to the highest and best use. It increases the risk that spectrum would go to entities
incapable of putting it to timely, effective use. The Commission should maintain its
policy of rejecting all calls for closed bidding.

Restricting eligibility would unquestionably reduce the economic benefits of the
auction. Proceeds from the 700 MHz auction will fund multiple programs for the DTV
transition and the deployment of interoperable communications systems for public safety.
By limiting eligibility, the resulting reduction in competition will ensure that the
spectrum will be auctioned at a price lower than its true market value. As a result, the
viability of these valuable and necessary programs will be at risk.

Existing carriers have proven track records of designing and deploying highly
sophisticated networks. Every year in its CMRS competition reports, the Commission

has pointed to vigorous competition in the CMRS market through the competing



networks built by Verizon Wireless and our competitors. There is no basis for barring
current providers from the auction; doing so would deprive companies of the additional
spectrum they would want to acquire to expand their offering of high quality, spectrum-
intensive advanced services.

2. Wholesale Only Requirement. Frontline Wireless has proposed that a portion
of the 700 MHz spectrum be licensed subject to several onerous conditions. The first of
these is that the licensee cannot use the spectrum itself but must operate as a wholesale-
only provider. This is, frankly, an absurd requirement. It makes sense only if you are
trying to foreclose any existing carrier from acquiring the spectrum. Verizon Wireless
provides both wholesale and retail services, as do many other carriers; and the FCC has
consistently found that the industry is robustly competitive. There is simply no credible
basis for the FCC to accept Frontline’s proposal to strip the very carriers who have built a
competitive industry from serving retail customers in the 700 MHz band.

3. Open Access Requirement. Frontline also proposes something it calls “open
access.” This term has been the subject of much discussion but little or no definition or
specificity. Frontline provides almost no meaning to this concept, other than vague
requirements that the licensee permit any wireless device to connect to the network, and
that the licensee operate solely as a wholesale service provider. Frontline claims that
these requirements are important components of its proposal to build public safety a
broadband network. However, many public safety agencies have raised doubts about
how Frontline’s open access requirements would impact them. Moreover, saddling the
spectrum with these obligations would reduce interest in the spectrum at auction,

positioning Frontline to acquire the spectrum at a price substantially below market value.



Frontline’s request for “open access” should be viewed as defining requirements
for physical access to existing networks. These requirements disregard the way wireless
networks are designed and operated to meet the needs of subscribers. On Verizon
Wireless’ and others’ networks, the cell phone or PDA is in fact part of the Network. It is
constantly communicating with the network, and we are responsible for its operation
under our FCC licenses. This is why we put all wireless devices through rigorous quality
testing. Further, and just as importantly, customers see their service as inclusive of the
device they use and have come to expect the carrier to ensure its performance.

Imposing physical access conditions would risk harm to the network and
undermine the quality of service provided to our customers. Moreover, experimenting
with such an uncontrolled regime for a system that is specifically designed to be used for
public safety communications, as Frontline proposes, would be particularly dangerous.
Frontline’s plan contains no safeguards to ensure that customers’ untested devices and
novel uses of spectrum would not reduce the quality of service provided to public safety
or commercial users, or cause harmful interference to other users operating within the
licensed spectrum or others operating in adjacent spectrum. For example:

e E-911 Service could be compromised. A mandate that carriers allow customers to
attach any device to the network would make it more difficult for carriers to
comply with their E-911 obligations. The handsets that customers would attach to
the network would not necessarily be E-911 capable; and even if they were, the
network might not be able to communicate with the handset to determine the
caller’s location.

e Handset prices will likely increase. Handsets designed to operate with multiple,
or all available, wireless networks will require additional hardware and software
to ensure basic operability. Some applications may need to be loaded in multiple
formats. Think of a computer that has to be both Apple and Windows capable
and must support game-playing on Playstation, Xbox, Game Boy, and Nintendo

platforms, etc. Interoperability has a price, with very few practical benefits. You
generally use only one network at a time.



e Harms to wireless users would occur. Because wireless devices share a network’s
spectrum resources, every device has an impact on the spectrum available to other
users. An unapproved device can impact the network and its capacity to serve the
maximum number of customers. It can also cause interference to other users,
blocking their access to the network. Wireless operators today ensure that every
device is subject to rigorous testing and meets certain quality standards to guard
against these risks. An open access regime would deprive operators of that ability
and thereby protect their customers.

4. Net Neutrality. Perhaps encouraged by Frontline’s proposal, several groups
want to seize on the 700 MHz auction as a way to impose broader “net neutrality” rules
on wireless carriers. They are demanding that the FCC somehow dictate net neutrality,
even though each of these groups would appear to define it in different way. I have the
same concerns about a broader net neutrality mandate as I do for open access. Generally,
proponents of the concept focus on issues involving traffic routing and management
along proprietary networks. If what the proponents are talking about are the rights of
users to access the public Internet and applications of their choice, wireless customers can
already do just that. If, however, they want to preclude wireless carriers from offering
their own value-added products and services, or to require wireless carriers to permit
customers to download any application they want onto their handsets, I have the same
fundamental disagreement. On a wireless network, applications have the potential to
cause serious harm. For example:

e The user experience could be compromised. In the wireless context, air interface
signal-to-noise conditions vary by user with time. More packets can be delivered
to the user when the signal-to-noise ratio is good than when it’s bad. The wireless
industry uses sophisticated queuing and scheduling algorithms at each base station
to optimize throughput by sending packets to users during times of good signal-
to-noise conditions. Would these practices be precluded? These practices

improve the user experience for all subscribers.

e Users could find network access more difficult. In the wireless broadband
context, users on-line within a certain geographic area share the available



spectrum resource; therefore, the bandwidth requirements of one user can affect
those of all users in the same geographic area. A few users operating “bandwidth
hog” applications can actually prevent other users from obtaining access to the
network. If the wireless operator cannot manage the bandwidth hog applications
in some principled way, it cannot achieve a fair allocation of the available
resources for as many subscribers as possible.

Just as Internet content and applications vary in size, they also vary in their
sensitivity to latency, or delay. Email delivery and web searches are generally not
overly sensitive to latency. On the other hand, certain applications are very
sensitive to latency, and require “fast lane” delivery of packets. An operator must
have the flexibility to provide priority transmissions if the quality of service
requires.

Security risks would increase. Hostile content and applications are common on
the Internet in the form of viruses and denial of services attacks, among others.
Network operators address and deal with such risks by filtering them out, thereby
ensuring improved user experiences for all subscribers on-line.

Beneficial content filters could be jeopardized. Broadband networks can establish
filters that protect children from adult content, or some computers from any
specified content. There is no reason why consumers should not be able to
subscriber to filters of their own choosing, whether by subject matter or size or
point of origin, if the technology is available. Again, the network operator would
have to manage against certain packets to benefit consumers.

Having spent many years building and operating wireless networks, I strongly

believe that open access and net neutrality requirements would do a huge disservice to

wireless industry and our customers. Wireless companies have delivered enormous

benefits to the economy and consumers by being free to innovate and differentiate their

products. It is bad enough that there is no problem that could justify such regulation.

Worse, imposing open access and net neutrality would cause real harms to one of the

nation’s most successful industries, to innovation, and to our customers.

Conclusion

Verizon Wireless urges that the 700 MHz auction be held as soon as possible,

without rules that foreclose bidders or impose unfounded and ill-advised requirements.
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The 700 MHz auction, if conducted fairly, and without the sorts of risky and
counterproductive conditions discussed above, holds the promise of raising billions for
the U.S. Treasury while delivering the benefits of the most advanced wireless technology
to the American public. There will be plenty of winners, in the form of innovation, job
creation, economic growth, and increasing U.S. global competitiveness. But if we get it
wrong, and use this auction as a platform for forcing unjustified and risky spectrum

policy onto the wireless industry, the only losers will be the American public.
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FCC 700 MHz Band Plan “Proposal 3”
with REAGs in Upper Band

Lower Band

(698-746 MHz)

A B C D E A B C

Ch52|Ch53 | Ch54|Ch55| Ch56] Ch57| Ch58| Chs9

Block  Frequencies Bandwidth  Pairing Area Type Licenses

A 698-704, 728-734 12 MHz 2x6 MHz EA 176

B 704-710, 734-740 12 MHz 2x 6 MHz CMA 734

C 710-716, 740-746 12 MHz 2 x 6 MHz CMA 734

D 716-722 6 MHz unpaired EAG 6

E 722-728 6 MHz unpaired REAG 12
Already auctioned

Upper Band
(746-806 MHz)
 Public  Public
ch60| chel|che2] ches]|chea| ches| ches] che7] ches] cheo

Block  Frequencies Bandwidth  Pairing Area Type Licenses

A 762-763, 792-793 2 MHz 2x 1 MHz MEA 52

B 775-776, 805-806 2 MHz 2x 1 MHz MEA 5

C 746-757, 776-787 22 MHz 2x 11 MHz REAG 12

D 757-762, 787-792 10 MHz 2 x5 MHz REAG 12

Already auctioned




