
We also discussed the recent PCS band plan of Motorola, focussing on PCS Action's
position on cellular eligibility, spectrum parity between PCS and cellular spectrum, i&., .7\l1
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EX PARTE OR LATE FILED

Mr. William Caton
Acting Secretary
Federal Communications Commission
1919 M Street, NW #222
Washington, DC 20554

Re: GEN Docket N{l. 90-30
PP Docket No.~
Ex Parte Presentation

Dear Mr. Caton:

Pursuant to Section 1.1206 of the Commission's rules, this letter is to advise you
that in my capacity as counsel to PCS Action, Inc., a coalition ofcompanies to promote
the deployment ofPCS services, I met yesterday with Commissioner Susan Ness, as well
as Mr. Greg Vogt and Ms. Rozalind Allen, of Commissioner's Ness' staff. Also at the
meeting were Mr. JeffRosenblatt ofComsearch, Inc., Mr. KY. Snowden ofAmerican
Personal Communications, Mr. Mark Roberts of Alex Brown & Sons, and Mr. Mark
O'Connor of Piper & Marbury. At the meeting, we discussed PCS Action's position with
respect to the Commission's reconsideration of its Second Report and Order in GEN
Docket No. 90-314, as reflected in PCS Action's previous filings in that proceeding. In
addition, we handed out the following written materials, attached hereto:

RONALD L. PLESSER
202/e6 I -3969
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that 25 MHz of cellular spectrum is worth 40 to 65 MHz ofPCS spectrum,and the
problems associated with a post-auction divestiture rule for in-region cellular eligibility.
Lastly, we discussed financing designated entity licensees and other designated entity
participation in PCS, including the possibility ofcreating opportunities for designated
entities by holding back either a preference or set-aside license until after other licenses in
the region have been auctioned.

In accordance with the Commission's rules, I hereby submit one original and one
copy ofthis letter.

Enclosures
cc: Commissioner Susan Ness

Mr. Greg Vogt
Ms. Rozalind Allen
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pes ACTioN, INC.

pes ACTION Seminar

~ay 31,1994

A.....

I.
Allocation of 30 MHz per PeS licensee is essential to permit

the industrY to realize the vision of PeS that consumers demand.
Ronald L. Plesser, pes Action

E. y. Snowden, American Personal Communications

II.
Microwave incwnbency is a reality that would delay PCS

for years if allocations are less than 30 MHz.
JeffRosenblan, Director ofpes

Comsearch, Inc.

III.
Markets will not fund the PCS industrY unless it is st:rUetured

to be viable from the outset.
Mark A. Roberts, Com1lfll1licDti01l$ Research Analyst

Alex Brown & Sons
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Membenbip Roster

Scat" Providcr M.....n:

• American Personal Communicationsl
The Washington Post Company

• Associated PCN Company

• Cox Enterprises, Inc.

• Crown Media

• Mel Telecommunications Corporation

• Qmnipoint Corporation

• Times Mirror Cable Television, Inc.

• Time Warner Telecommunications

MI.'I.ri.Me,h n:

• Motorola Inc.

• Northern Telecom

• QUALCOMM, Inc.

Ronald L. ptesser
Emilio Cividanes
Piper" MarburY
1200 19th Street, N.W.
washington, D.C. 20036
2021861-3969
Counsel to PCS ACTION, INC.
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May 27,1994

HAND DELIVER

William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W., Room 202
Washington, D.C. 20554

Re: Ex Parte Presentation
PCS Licensing Plan
GEN Pocket No. 90.314

Dear Mr. Caton:

Throughout the proceedings on the reconsideration of the Commission's lCS
Second Report and Qrdcr, PeS Action has asserted that the allocation ofspectrum for
new PeS services must be accomplished in a way that enables rapid rollout and new
entrant viability, which will engender effective competition to existing wireless and
wireline providers. Over the course of the put several weeks, mmy licensing plus have
been proposed and debated. PCS Action submits this letter to underscore that whatever
plan is finally adopted, the Commission must further clarify and develop policies to
ensure that the plan does not block the emeraence ofnew competitive entrlDtl in PeS or
create a tremendous level of uncertainty in PeS. In particular, the Commillion's rules
must affirmatively prevent in-region cellular operators from impeding competition from
new PCS operators.

Some of the proposals would give the in-reaion cellular industry a sipificant
competitive &dvan.. It bas been proposed that they be liven the opportunity to obtain
10 MHz licenses in the lower bands, which is ofobvious and immediate benefit.
Moreover, we understmd that others are proPOSina that cellular be given an overall
wireless spectrum allocation aggregation cap of40 MHz rather than 3S MHz as provided
in the PCS Second '-'apd Order, As discuacd below, this would permit cellular to
effectively block independent PCS operators from 8Iareptina 40 MHz licenses when
required or appropriate for effective competition in certain regions of the country.
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The Commission must ensure that the promise of PCS as an independent
competitor to the current in-region cellular duopolies is preserved. The Commission's
final allocation plan needs to be accompanied with bright-line standards, as discussed
below, and a policy dedicated to keeping in-region cellular interests from destroying
meaningful PCS competition. These must include: (i) continuation of the FCC's current
five percent attribution rule; (ii) a prohibition on aU other relationships between in-region
cellular and PCS other than a carrier-user relationship; (iii) a prohibition on
disaggregation of PCS licenses, particularly the 30 MHz licenses; and (iv) a cap of 35
MHz per region for in-region cellular companies.

Five PcrcMt A......... SIa." 1M MabWri
The Commission should continue to~ to the cellular eligibility rules

advanced in the pes Scmn4 Report and Order, In particular, it is important to confine
in-region cellular participation. In addition, the five percent attribution rule must
continue to apply to in-region cellular companies. A more lenient attribution standard
would simply lead to in-region control through COftJOrtia. For example, with a 20 percent
attribution rule, five cellular companies with 20 percent could own and operate a de facto
nationwide license across each of the five regions. Although one member ofpes Action
has in the past advocated a 20 percent attribution stMdard, it was proposed only as a
substitute to the 10 MHz set-aside at 2.1 GHz, in order to allow non-domiDant cellular
companies limited lower band participation in PeS, It was certainly never intended to
permit cellular to gain additional PCS spectrum nor 81 a means for cellular to outbid a
designated entity under the guise of 19.9~ ownership. The five percent rule must
be maintained, particularly if in-region cellul.. finns are eligible to participate in licenses
in the lower bands.

Limit tIM '2'a1a7." ....MIa-.... eel...... res I,.ssg

The CommiSlion should also take into ICCOWlt the ability to evade the cellular
eligibility proscription throuah non-equity relatioalbips. For example, the cellular
operator could control the activities of an otherwise independent pes licensee through
fInancing agreements. Similarly, the current rules would permit in-region cellular to
build, operate, and III8MF supposedly "unrelated" PeS licenses. Therefore, the
eligibility restrictions should be clarified to prohibit all relationships between in-region
cellular and PCS other than carrier-user relationships. Such a restriction would in no way
prevent cellular or other financing or management agreements, so long as the in-region
cellular operator is not involved,
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Prohibit Dis.....tiQD.

The licenses provided by the FCC should not be subject to disaggregation. In
particular, in-region cellular companies must be prevented from using PCS spectrum
from any PCS license other than a single 10 MHz license. PCS Action advocates flexible
use through joint ventures of PCS spectrum among new entrants in order to achieve
speedy and more viable competition in the wireless market. 1 But, breaking up an
independent PCS licensee in order to give more spectrum to the cellular duopolist makes
the market less competitive, not more competitive.

The argument apinst disaggregation would also apply to the plan that Motorola
proposed two days ago, which would allocate three 30 MHz and three 10 MHz licenses in
the lower part of the emerging technologies bands. Such a plan. for example, coupled
with a 40 MHz aggregation cap for in-region cellular, would be particularly egregious if
the Commission were to permit disaggregation of 15 MHz of any of the 30 MHz licenses.
Not only would this permit the cellular operator to gain an additional 1SMHz of
spectrum, it would effectively break up a 30 MHz license that could have been used to
provide viable competition to the cellular operator.

Moreover, even partitioning a 10 MHz liceDJe to permit the cellular incwnbent to
aggregate IS MHz also would fortify cellular's duopoly. It is eq1.Wly danprous beclUle
it allows an in-region cellular operator to take away the ability ofother competitors to
create 40 MHz licenses, which PCS Action has always believed is~ in
microwave congested aras. This is particularly the case since cellular has no technical or
operational need to have a 1S MHz rather than a 10 MHz license.

Under the propoeed Motorola plan, the 10 MHz licenses could be an attrIctive
"plum" in the bic:ldiDa between independent 30 MHz PeS operators and the in-J'eIion
cellular operators. The 8bility to disagpepte this "plum" would allow the cellula"
industry another tool to prevent the creation ofcompetitive PeS lieeDleS, potentially
blocking a new entnnt's ability to provide service. This post-auction option would have
significant disruptive effects on legitimate auction strategies and may reduce auction
revenues.

1 PeS Action hu proposed permittina JOMI' btMd licensees seeIdDa to ........ to 40 MHz to
lease or otherwise obtain portions of spectrum fi'om odw IOWfU band licensees. Under the Commission's
current plan, in-region cellular operators would be eligible only for upper band spectrUm - not for lower
band licenses.
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Cap In-Relien CelWer at 35 MHz.

Underlying the concept of disaggregation is to enable cellular as well as new
entrants to obtain 40 MHz of spectrum. This is not parity. Forty MHz for in-region
cellular (25 MHz of clear spectrum in the 800 MHz band and an additional 15 MHz of
pes spectrum) is not equivalent to 40 MHz of encumbered PCS spectrum proposed for
new entrants. Parity in the wireless market certainly does not demand that cellular
receive an additional 5 MHz, since cellular already enjoys numerous advantages over
PCS entrants.

First, the 25 MHz ofclear spectrum allows cellular far more capacity than the 30
or 40 MHz of PCS spectrum congested with microwave intumbents. Independent
spectrum engineers have proven that 25 MHz ofcle. spectrum at 800 MHz is the
equivalent of SO MHz of clear spectrum at 1800 MHz. The enormous cost and time for
microwave relocation is itselfa significant advantage for cellular.

Second, the auction prices to be paid by new peS entrants for the spectrum are a
competitive cost advantage for cellular, since many paid nothing for the 2S MHz ofclear
spectrum obtained under the Commission's wireline set-aside policy or through lotteries.

Third, independent PCS operators, before they construct the first antenna, will be
forced into competition with cellular operators with an existiag wireless infraItructure
and customer base. Further, in-region cellular operators that have a true interest in
participating in PCS are fully able to do so outside of the rqion they now dominate.
Therefore, whatever manapment, marketing, or technical expertise that ceUul. may
bring to PCS can be exercised using 40 MHz outside oftheir cellular regions.

Last, unlike PCS entrants that may need to agregate spectrum in order to operate
around microwave incumbents, cellular has no technical or operational need for 1S MHz
rather than 10 MHz ofPCS spectrum as stated above.

••••••••••••••••••••••••
PCS Action is committed to a licensinl scheme that reduces uncertainty and

positions PCS for rapid and viable entrance into the wireless market. However, under
any PCS licensing plan, especially one that would pennit cellular eligibility in the lower
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bands. competition in the wireless market will be realized only if the conunission
enforces a policy that proteets new entrants in the PCS spectrUl11 with strong preventive

rules.

Ronald L. Plesser
Counsel to pes Action. Inc.

RLP/pq
Enclosure
cc: Honorable Reed Hundt

Honorable James QueUo
Honorable Andfew Barrett
Honorable RacbeUe Chong
Honorable susan Ness
Mr. Ralph Haller
Mr. Thomas Stanley
Mr. DonGips
Mr. Robert pepper
Mr. Michael Katz
Mr. Qera1d Vaughan
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Membenbip Roster

• i\merican Personal CommunicationsJ
The Washington Post Company
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• Cox Enterprises. Inc.

• Crown Media

• MCI Telecommunications Corporation
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• Times Mirror Cable Televisio~ Inc.

• Time Warner Telecommunications
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pes ActiM'. 'oliliol oD Rccoujdcratiog of Pocket No. 90-314

pes Action urges the Commission to retain the key elements of its PCS Second Report
and Order. including the designation of two 30 MHz licenses in Major Trading Areas (tlMTAstl ).
The allocation of adequate spectrum to independent PCS licensees is crucial to providing
etfective competition to existing wireless and wireline providers.

The Commission, as it has done, must establish a PCS licensing scheme that is workable
from the outset. The practicality and market viability of the Commission's licensing scheme
cannot depend on a slow and inefficient aftermarket of gradual aggregation.

The amount of spectrum allocated to each PCS license block will critically affect both the
timing ofPCS deployment and the viability ofPCS as an industry. Without adequate spectrwn,
delays in clearing spectrum would keep PCS from being launched until the end of the decade.
By then, PCS could find itselfchasing a market that existing service providers will have
consolidated within existing monopolies and duopolies. The window ofcompetitive opportunity
would close. and the loser would be the American public with less competition, fewer jobs, and a
small vision of PCS.

Recognizing this, NTIA recommended allocation of 30 MHz blocks, and the Commission
has decided to issue two 30 MHz PCS licenses in MTA service areas. This will create greater
certainty that an economically viable system will be created.

Frequency parity with incumbent wireless telecommunications providers also is essential
if new PCS entrants are to provide effective competition. In-region cellular interests are entering
the PCS era with 2S MHz ofspectrum clear of microwave incumbents and will have the ability
to bid for an additional 10 MHz ofPCS spectrum in their cellular markets. Under the
Commission plan, this will give cellular incwnbents a total of3S MHz. Independent PeS
licensees would have just 30 MHz of spectrum encumbered by existing users, which is the
minimum amount of spectrum needed to establish frequency parity.

To provide all potential licensees with 20 MHz of spectrum would result in the in-region
cellular incumbents having a total of45 MHz of spectrum. Independent licensees would be left
with only 20 MHz. This disparity would jeopardize the rollout of PCS and crush the potential
for new competition.



PCS must be licensed in blocks of 30 MHz or llreater for the following reasons:

• Core markets are effectively blocked by ~xisting microv,;ave users (t\\/O way. 10
MHz each way). making service fatally defective in allocations of less than 30
MHz until all relocations have been accomplished.

• Incumbents have an absolute right to stay for three years (tive years in the case of
public safety, which constitutes 20 to 15 percent of all incumbents). Relocations
will be time-consuming and difficult: tive relocations per year per PCS licensee is
the maximum that can be expected.

• Therefore, rolling out a competitive PCS service. even with an extremely
aggressive relocation process. will require at least 30 MHz. The FCC has
estimated that $5 billion annually would be saved by consumers if cellular had
effective competition.

• pes also will never have the capacity to compete with local exchange carriers
unless it has at least 30 MHz per licensee. Mercury One-2-0ne, which is
attempting local loop competition in London. is at capacity in residential areas
with 30 MHz ofkkat spectrum after only months of operation just because of tile
capacity needed for residential voice traffic.

• Equipment manufacturers support the need for licenses of at least 30 MHz.

• A licensing scheme predicated on the aggregation of 20 MHz splinters would
delay and obstruct the creation of a viable independent pes industry. It also
would significantly reduce PCS auction revenues to the federal government. The
FCC has an obligation to issue viable licenses in the first instance.

The FCC's allocation plan in the Second Report and Order has the dual virtue of
competition and of workability at the outset. It results not in the beginning ofdeployable pes
systems, which must be completed through accumulation of "building blocks," but rather in
readily deployable and competitive PCS systems. It should be maintained.

- 2 -
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September 8, 1993

A VISIO' or til rvruu
The FCC face, a choice 1n the creation of new personal

communication••ervic•• (·PCS·). Thi. i. a choice of vision•.
Will PCS fulfill the vision of new wir.l••• network. a. an
integral part of the new national infra.tructure or will it be
a little frosting on the cake of ezisting mobile voice
service.?

The III_bel" of PCS Action -- t.laco-.nications
equipment manufacturers, entrepreneur., multi-media compani.s,
an intereachange carrier and a cellular service provider -
believe the choice is clear:

AD I •••nliye yilion Of ICI -ill beet ..ry. tbl public
tnt.rNt 'ed tM 4""i«: as,.' of "rie.n
tllAe' ·pig.tioDI ig t-. Jilt oseturr .t I low QOlt
by proyi.i.. high-guality 4i,itll wir.l...
QOMlIOic.tioDl to • MI' Mrlllt (.0 Ilil1ion Merleln.
within the next ten ya.r.l.

The need. of Americ.n t.lec~ftic.tion. in thl 21st
century are be.t .erved by • PCI iDe1uatry capellll of providing
not only wirel••• aad portabll voice co laic.tion. but
increasingly sophi.ticated (though .till in......iv. lnou9h for
a ma.s market) data and video tran••i ••ion .ervice. a. well.

This eapan.ive vi.ion require. a sy.t.. of
high-capacity, wide-are. wirele•• network.: I .y.t.. Of to II'
licln••• iO l.rge licln•••r••••

Such a IYlt.. would introduce vi,oroul ca.petition
into the wire1e•• telecommunication...rket, , ••iag tbe
con.umer billion. of dollar' and lDCOuraging the .ervice
innovation, tbat will keep the United Stat., in the forefront
of this burgeoning global indultry.

Make no .t.take: those who .ay they ,b.r. tbis
vi.ion, but then d...n4 limited band width and ..n~ ...11
licen.e., are either being short-sighted or disingenuous.

This has been the position of tb. Cellular
Telecommunicationl Industry Aslociation (-CTIA-). Tbey have



two goals: one is to obtain additional spectrum for themselves
and the second is to liait the creation of wireless services
that will compete with the. in a meaningful way. Nine cellular
companies control 90 percent of today's cellular subscribers in
the united state. in large regional areas with license
allocations of 25 MHz of clear spectrum.

It is not surprising, therefore, that the eTIA not
only wants its member. to get a total of 45 MHz but is
promoting that-the new competitor. have only 20 MHz of
cluttered spectrum broken down into 734 MBA. and RSAs and that
there be so many of the.e fractionalized licen.e. in each
market that none will be well financed. The con.istent theme
throughout their recently submitted -white'papers- is to limit
and fractionalize the .-ergenc. of ca-petitor. to the.e
service.. In our view, their stat...nts have contained many
misstatements and eaavgerations.

The promi.e of new technol09ie. ha. been realized by
some in our society, but not by all. Cellular service. are
used by approzi.ately 12 million ~rican.. The co.t of
c.llular s.rvice. r...ins outside of the gra.p of mo.t
Americans today ..en a. cellular provide. the promise of
digital communications tomorrow.

The vision of PCS shared by pca Action -..bers
includes small, low-power telephones aad data device. that can
be shared by million. of individuals in a ..rket with little
capacity limitation. They will, tberefor., be available to tbe
mas. market at ma....rket price.. This ..an. 10 to 10 .111ion
PCS customers. Cellular prices, too, will c~ down a. a
result of competition.

This vi.io. include. uki.. routine tbe ability to
perform any communic.tion. t ••k at tbe ti.. aDd place of 0..••
choo.ing. It inc1ud•• , for .s...le, a port.bl. ,,-p.,,~ with
voice and video built in. A per.oa in an office, in • ca~, in
a train, in a hou••, or Oft a boat could, throat" tbe u.. of a
portable device, call up a favorite ae-.....r, .....lae, or ...
form of data service. The info~tion ~u1d be curreat •• of
the ti.. of th. u••, not as of when tbe new.p.per went to
pr••••

The cboice8 f.ced b7 the Co....ioa eatai1 ri.ka. OIl
the one b.nd, tbe ri.k i. th.t the C~i••ioa "7 grant .are
spectrwa to PCI provid.r. tb.n tbeJ' "1' ulti_t.17 Deed. we
believe that this will not be th. ca•• and ha•• deMOa.trated
that •••n after microw.ve conge.tion i. ea.ed, 40 ... will be
nece••ary to enab1. PCS both to pro.ide new data and i.aging
servic•• and to co.,.te with the local loop.
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On the other hand, the risk of granting too little
spectrum is that PCS will be stopped before it can even start.
Too little spectru. will mean too little investment, too much
interference with eZiating microw.ve users, too little channel
capacity to .cco..odate a mass m.rket, and too little band
width to m.ke poaaible the wireless data and video transmission
services that are part of the PCS promise. Again the choice is
clear.

The amount of spectrum alloc.ted to PCS will
critically affect the tiaiDg of PCI deployment, which in turn
will determine the yiability of PCS aa an industry. Delay. in
clearing spectrua due to a limited spectrum allocation will
keep PCS from l.unchin9 until the end of the dec.de. By then,
PCS m.y find its.lf chasing a market th.t the current cellular
duopolists will h.ve c.ptured. The loser her. would be the
Americ.n public with less competition, fewer new jobs, aDd a
sm.ll vision of PCS. The choice is cle.r: to create PCS as a
big vision.

rorty NHI Per Lip_p••

Of all the issue. facin, t~ oo..ission as it
authorizes per.onal ca.munications aer.ic•• , the most crucial
are the size of the spectrum allocation to be authorized for
PeS licensees and the size of the market .r••••

The allOunt of spectrum PCS lic••s... will be peraitte4
to utili•• will det.r_ine the nu.ber of ~rican. wbo ca. be
served by PCS and the cost of that ••rYice, the apeed witb
which PCI will be 4e,loy84, th. voice ..ality ICI will be able
to attain, whether hi,hly d...aded PeS data tr...-i••io. wl11
be feasible, and wheth.r PCI will be a viable c~tttor to
cellular telephony aDd, ulti..tely, the local escba.,a -- in
short, whether PCS will succeed or fail.

The •••bees of PCI Action belie.e stroDlly that aD
allocation of 40 .. per PCI liceal. i. necelllary. All
allocation of 40 •• per licen... i. not ac...t.,a or
e.travagant; it il .t..ly tIM allocation that tbe .cteac.
underlyint Pea 4_.... Mall!' of tIM ..jor ...ufactuearl tbat
will de.t'ft a" _i14 ICI equi...at a,r.. that a 40 ••
as.ig at per li~ is i.,.ratl.e to penlit PCB to be
impl nte4 qaiekly and efficiently ia the UDite4 Itat•• ,
particularly ,i... the Commission's "'rlia, TecbDol097
dectlton. grandfatberin9 incumbent public aafat7 .terewave
syet.... Thl1 allocation is conalatent with the 91sioD
American cona~r. hold for Pel, •• well •• with PCS
asaignments by our international ca.petitorl, wbicb are mo9ing
ahead to implement PCS this year with allocations of clear

3



spectrum that are effectively larger than any option being
considered by the Co.-ilsion.

CTIA ha. ta~. particular aim at this issue, and has
sought to attack the foundation of the 40 MHz argument and has
asserted that 20 MR. i. sufficient. They in particular accuse
PCS Action of manipulating a study done by COMIEARCH. They
base their attack on .ub.equent studies completed by COMSEARCH
for Bell Atlantic and GTE. Attached to this paper is a
detailed refutation of CTIA's attack of the April COMSEARCH
study. The studies are totally con.i.tent and indicat. that 20
MHs license. would si9nificantly delay the introduction of PCS
service.. Moreover, the studies indicate that PCI will be
implemented more rapidly and .ffectively with 40 MHs licen•••.

Again, it i. not surpri.ing that CTtA i ••••king 20
MHz for each licen.e. That will re.ult in 45 MR. for them if
they obtain licen.e. and, for everyone el.e, 20 MRs of
cluttered sp.ctr~ that will never be totally clear given the
pr•••nc. of public s.rvice user••

Size of Lic.... Ar.a ao4 PIpher of LiC.D'.' II.U44

Th. .i•• of the lic.n.. ar.a and the nu.ber of
licen.e. a••igne. in each licen•• ar.a ar. additional important
i ••ues. Lic.n••••bould be a••i9ned on the ba.i. of larg.
ar.a.; MBAs, RSAs, and ITA. are far too ...11. It would be
count.rproductiv. to build a national infra.tructure fro...ny
small license ar.a. that ar••i~ly traded in a private auction
aft.r the public auction ha. taken plac••

Thi, Wa' the ca•• with cellular wber. 734 lie.....
were i ••ued. Rine cQIIPanie. now control _1'. tba. 90 pecceat
of today'. c.llular ,ub.criber. in tbe unit" Itat... Tbi.
consolidation wa. done in po.t-11ceeae ~i.ltio... Tbe ....
thin9 might happen ift PCS if too ..-r ...11 llceaa.. are
awarded. lut, eve. if PCI c.a o".rcc. o_tacl•• MY.C faced
by c.llul.r -- th.t i., con.o114ati.. wbil. co...tlDg ..alaat
entrenched wirel••• pro.,ider••11'.-'7 in pl.ce -- tbi. _tbod
of achieving lar,. ..rvice area. i. terribly i..fficie.t aad
re.ult. in .peculator. pocketing I~ lo.t fore.er to th.
fed.ral trea.urr.

Pel c•••ucceed only if it 1. able to r••ll.e tbe
econoaie. of .eal. tb.t ba.,e pro.,.. nec••••ry 1a tb. eai.tiat
wirele., iadu.tri... A. tb••anu.l report. of ••riou. c.llular
provider. ,bow, wi"r .rea ,y.t... co.t Ie•• to operate. The
key to operating economies i. a large .ervice are••

MOreover, today'. con.~r espect. wir.l••••ervice.
to be completely mobile. Consumer d...nd h•• led cellul.r

4
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evolution to wider geographic coverage with incr.asing movement
toward the d.velo....t of s.amless nationwide roaming
capabiliti... Major providers of, wirele•• s.rvice. recognize
that the geograpbic scope of their service must ke.p pac. with
consumer espectation.. For esample, in disclosing last month
the nation's fiftb llrgest merq.r ev.r, AT'T and McCaw
announc.d th.ir qoal of nationwide wireless service.

Thus, large g.ographic are.s for PCS are comp.titively
essential. PCS c.nnot provide the effective price and s.rvic.
comp.tition to ••i.ting mobile service provid.rs if PCS is
marginalized in s••ll, ineffective lic.nsing ar••••

MOr.ov.r, e.ch PeS market should be s.rved by two, or
at most thre., PCS lic.n..... PCS will be llunched in • m.rk.t
alre.dy dominated b7 wireline and cellullr tel.pbon•••rvice••
Balklnizing PCS b7 i ••uing too .any licen••• would keep .ny PCS
licen••• fro. co...ting effectively. Too ••ar lic.n••• would
con.ign our new indu.try to the IUrgin.• of th. IUrketplae••
Th. very fir.t p••• of CTIA'. fourtb .o-called ·wbit. p.per
illu.trate. the ..rlin.liz.tion th.t would occur and the we.k
comp.tition to .ntr.nched service provider. that would re.ult
from too many PCS lic.n••••

The i ••u.nc. of too .any Pel lie••••• will .1.0 .low
s.rvice to the public. A. the n~r of Pel ,rovid.r. grow.,
unit co.ts to th. provid.rs ri.e, or ••rvic. quality decll... ,
or both. As. con••taU.nce, lic...... will coaclud. tbat their
pot.nti.l off.ring i. not a vi.bl. bu.i.... aDd will .ither
withdraw from the mark.t or ...k to con.olidate effort. witb
other lic.n..... Th. net .ffect i. to d.l.y .atr.r and ••rviee
to the public.

ees LiceDee Iligibilitr

Th. rapid cJ..lo~nt of new teeJuaolowl_ and tlae
dev.lo...nt of a n.. t.leeoUlunicatioDl infra.tructure ar.
critical national ..al.. Pel i. la illlJOrta.t .1_t of botb
goal. and could ~ .i,.ificaatly to t~. 1...1 of co...tltloa
in 1•••-th.n-ful1y-c....titi•• t.lecm_uJlieatiou ••"le_
m.rket., ther,- 'ittin, the ,..lic. In partlculal', JiC8
could provide LIC-...ival.nt wirel... local loop ••"ioea aDd
s.rvic•• co..etlti.. with the .ervice. currently ,rovided ~
c.llular. The .acoura,ement of co-vetition i. a 10al-.taDdlnl
Co_ission goal.

Si.,ly .tatecJ, .zistin, cellular ••rvice providers do
not bave any inc.nti•• to fully' ~.lop .ervice. tbat will
co.,.t. with th•••rvic•• tbey alr"'y provide. PCI Action
believ.. tbat tb. eo..i••ion should adopt rule. probibiting
potential pcs co.,.titors from being eligible to hold a PCS
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licen.e in the markets where they provide and dominate
competing service••

PCS Action believe. that the FCC mu.t take step. to
ensure that PCS il a competitive s.rvic. providing diversity in
wirele•• communication.. Becaule competition is nullified when
an entity i. pitted a,ainst it.elf, PCS Action believes that
cellular incumbents and their affiliate. should b. free to
apply for PCS licen••• anywhere in the country laelpt in their
home region. A c.llular incumbent or its affiliate should be
able to apply for a PCI licen•• aalx if the applicant serves
less than 20 percent of the population to be .erved by the pes
license.

PCS Action'. position on c.llular eliqibility echo.s
the recommendations of key fed.ral a•••ci•• , which unifo~ly
favor prohibitint c.llular co.,ani•• fra. biddint on PCS
licen••• coverint th.ir own service ar.a.:

Mational Tel.communications and Infor.ation
AdJDinistration:

-[W)e recommend that tbe C~ssion promote
co.,.tition amont Pel aDd c.llular provid.ra by
initially prohibitin9 tbe actuiaition of PCB
licen.e. by cellular provider. in their own
s.rvic. areas • • •• [T)be co.ai.aion ahould
r.view this li.itation, in litht of .ubaequent
market d.v.lo~nt., tbr.- y.ar. after initially
a••igning PeS lic.n•••• ·~

u.s. D.partment of Ju.tic.:

• [T]h. FCC should not at thi. ti_ ..mit U7
firm to control both a cellular a" • PCI lie....
in the ._ qeo9r....ic ar... ftet r••trictioa,
whicb should be r......... ift a "fialt. tt.e
period (LJI,a., four yeara), we beli..., a"'ald
apply equally to botb wireli.. aDd DOD-vireiln.
cellular lic.n.....·~

11 CO"lata of tbe .ational Teleeo••IDicltiona aDd
Infor..tioD ~iDi.tration at 21, roc aa. Dkt. 80. 90-314 • BT
Dkt. WOo 92-100 (WOv. 9, 1992).

1/ Co...ntl of the U.S. Depart...t of Juatice at 29-30, FCC
GZR Dkt. Ro. 90-314 • BT Dkt. Ro. 92-100 (lOY. 9, 1992).
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11 U.I. G•••cal Accountinl Office, -T.lec~Dle.tioa.:
Coneeraa ~t C....titloD in tbe C.llular T.lepboae lervice
Indu.try· at 42 (GAO/ICID-92-220 July 1992).

Th. vi.ion of a new co...titiv. voice and data network
require. th. allocation of 40 MH. of .pectr~ for large ..r-.t
ar.a.. Th. prt-.ry oppo.ition to this propo.al ha. been frOil
various entrenched incumbent. .eeking to protect th....lv••
from effective co~.tition.

Th. public interest h.r. dictat•• the cr.ation of
rule. that will fo.ter the vi.ion of PCI a. a lar,e .cale voice
and data service a.ailabl. to a ......rket. Tbere mu.t be 40
MHz licen.e. in large s.rvice area. to r.ali.e thi. vi.ion.

-'COQClu.ioD

U.S. General Accounting Office:

-In allocating the spectrua and granting licenses
for the new personal c~ftication••ervice., the
rcc shOuld consider establishing a policy that
giv•• fir.t preterence to firms that are not
current cellular telephone service providers in a
given market area ... . -11

The benefits that could be brought to PCS by
e.perienced cellular s.rvice providers, moreover, would not be
lost by adoption of this proposal. A cellular licen••e and its
affiliates barred fro. becoming a PCI licens.. in one market
would be eligible in other markets where it did not bave an
overwh.lming pre••nce. An out-ot-retion cellular licensee
would have a greatly diminished incentive aDd opportunity to
conduct its PCS operations in an anti-competitive mann.r, and
therefore, should not be barred from participation under all
circwutance••
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Of all the i ••u•• facing the Co..i •• ion as it authoriz••
p.rson.l comnunication. s.rvic•• (·PCS·), the mo.t cruci.l is
the size of the .pectrua allocation to be .uthorized for PCS
lic.n..... Th....uat of sp.ctru. PCS lie...... will be
p.rmitted to utili•• will d.t.rmin. the n~r of America•• who
c.n be s.rved by PCS, the speed with which PCS will be
d.p1oyed, the voic. quality PCS will be able to attain, wh.th.r
highly demanded pca data tran••i.sio. will be f.a.ible, and
wh.th.r PCS will be a viable co...titor to c.llular tel.phony
and, ulti••t.ly, the local each.nge -- in short, wh.th.r PCS
will succeed or f.il.

The members of PCS Action -- t.lecommunications equipment
m.nufacturers, entr.preneurs, multi-media comp.nie., .n
int.reachange carrier .nd • c.llul.r ••rvic. provider -
beli.ve strongly that an .lloc.tion of 40 ... per PCS lic.n...
is n.c••••ry. Tho•• who .dvoc.t. l ••••r .llocatioa••r...r.ly
attempting to pr.v.nt PCS fro. reachinv it. full pot.ntial in
the marketpl.ce, or fundamentally misund.r.t.nd the n.tur. of
PCS and the constr.ints f.cing it. impl...ntation in a sbared
sp.ctrum environment. An allocation of 40 MR. p.r lice.... i.
not ezce••ive or e.travaga.t; it i. si.,ly the allocation that
the science underlying PCS d..a".. Th...jar ..nufacturer.
that will design aDd build PCI equi,.eat -- includi.g MOtorola,
Northern Teleca., OBDipoint .nd Qualc~ -- .gr.. that a 40 ...
assignment per lie..... is imperative to ,.~it PCS to be
impl...nted in t~ UDited State., particularly liven the
Commis.ion' ....r,iftg ~eChnolo97 decision. grandfatherin,
incu.bent microwa.e .y.t.... This allocation i. con.i.tent
with the vision ~rican cons~rs hold for PCB, •• well ••
with PCS a••i,...nta by our international co..-titor., which
are moving ahead to implement PCS this year with allocations
that are effectively larger than any option being considered by
the Commission.



I.
The ~ricaD VisioD for PCS

Th. d.cision. surrounding the implementation of PCS ne.d
not be mad. in • vacuua. Th. PCS indu.try has undertak.n some
200 PCS t.chnical and marketing experiments and h.s conducted a
significant amount of r••••rch into the charact.ristics
Americ.n consumers will demand of PCS. lach study establish.s
conclusiv.ly that American consumers will .mbrac. a PCS th.t is
fully f.atured and would r.j.ct any viaion of PCS that d.liv.rs
1••••1/ American con.umer. demand hi,b-quality voice and data
••rvic•• , high capacity, high-speed handoff, and wid.-are.
cov.rag. -- PCS with a capital .p-. Syst... offering only
smalls.rvic. ar.a. becau•• of limited apectrum would be
rej.cted out-of-hand by the American consumer.

Studi.. .mphasi.e the importance for PCS of broad
coverage, high voice quality, full fuactionality, .nd data
applicationa.~/ Affordability aDd acceeelbility boosts usag.
of PCS services,~/ and the .ucce••ful introduction of PCS will
mean an acc.ler.tion in the pen.tration of all wirele.s
s.rvices.!/

Int.rn.tional esperi.nce with the actual i.,lementatlon of
PCS corroborate. the r••ults of ~rican PCI eaparlmenter.. In
the United Kingdom, for es.mpl., four CT-2 lic.nse. were is.ued
in 1989 and only on. CT-2 lic.n••• now aurvive.. CT-2
licensees could provide only service. with liaited cover.ge,
mobility, .nd function.lity. Lic.n.... were unable to provide
the full-fledged wirel•••••rvice. Briti.h consumer., like
American consumers, demand.

Th.s. finding. have led telec~.ication.co.,a.i••
d.v.loping PCS service. to plan th. d.plor-eat of affordable
s.rvic.s that will .nable individuals to co.-unicat.

1/ aaa rcS Trill Jeeult.: A telpgeter 'M'." 1 (1"3) (Wu••rs
chaf. at coverage r••triction. aad broad covera,. i. tb. top
priority for trial participant. • • . u••r. wa.t c.llular-like
service -- includin, two-way calling and the ability to hand
off -- priced lower than c.llular-).

11 1M, L.SLa., .14. at I , 4; Deloitt•• Touch., uaa
persp.ctiyes on tba Future of Wir.l••• CQ,,'oicltion. (1"2).

11 SAA,~, American P.rsonal Co.-unications, SIYlnth
Progr.ls Report, FCC File No. 2056-IX-ML-91 (April 28, 1992) .

.4.1. .su, JL...Q.,., Oeloittl && Touch., supra, at 6.
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independent of location, access method, and information format,
with a masimum of user call management control. .

Multi-feature PCI services are projected to be available
to individuals at any location, whether at home or office, or
in transit or in public. PCS services will evolve from secure,
high-quality voice aDd test trans.is.ion with national roaming,
to fized and mobile ISO. data, tel...try, broadband data,
advanced intelligent network service., and multimedia. They
will facilitate the freedoll, security, efficiency, and control
that re.ult from .pecialized personal and bu.ine•• mobility.

PCS will .ark the forefront of univer.al personal
telecommunication••ervice. in which any communication an
individual need. -- whether in high-quality voice, wideband
data, or multimedia -- is available from any point.

II.
Tbe ".litie. raciD9 Pel I ..l ...atatioa

PCS will be authorized in a ba" that now ia populated by
some 10,000 private operational fi... lIicro.ave users. Th.s.
incumbent. include, in the main, utiliti.s, public safety
lic.n.... , governmental entitie., and the railroad and
petroleum industrie.. The.e intere.t. bave fougbt vigorously
and effectively before Congre.s and the Commission for the
right to remain in the 2 GRz band, protection from
interference, and compensation for relocating microwave link••
Even as.uming full cooperation by both microwave and PCS
licen.ees, however, the relocation proce•• will span a number
of year••

The Commi•• ion has decided to grandfath.r public ••fety
and certain other lic.n•••• per.....tly aDd to r-.aira a
"transition period- of three y.ars before any otber micrqwave
incumbent can be relocated fro. the bead involuntarily.2/
After the espiration of the -tran.ition period,· inc~nts can
be relocated involuntarily but only with the Pel lie.....
paying all the ........ of relocation (e.timated at between
$135,000 and '250,000 per path). lefore tbe ..,iratioD of the
"transition period,· a PCS lice.... can relocate an iacu.bent
only by persuading it to relocate voluntarily -- that i., by
payin, it vbat...r tile ..arket will bear in eachan,e for it
vacating frequ.ncie. needed for PCS. Even involuntary
relocation i. to be bandied on a ca.e-by-ca.e basi., and is
likely to be a lengtby process at be.t.

~/ aaa Procedure. Adopted for leetling Tee'PAloIY Aece.. to
2 GHI Spectrum, FCC ET Okt. No. 92-9 (New. aelease July 15, 1993).
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The pre.enc. of incumbents that either will remain
permanently in the 2 GRa band or that cannot be relocated for a
period of year. rai••• two key is.u... First, how much
spectrum is r.quired to p.rmit PCS lic.n•••• to inaugurate PCS,
durin; the -tran.ition period- and beyond? Second, what would
a regime under which in.ufficient spectrum allocations force
ma.sive relocations imply for the consumer cost and timing of a
nationwide roll-out for PCS?

A.

Tbe -..d to saare 8pect~. Ev.ry .pectr~-availability
study that hal beea performed ha. found conclulively that PCS
sp.ctrum allocatioal of 20 MH., or ••e. 30 ..., would be
in.uffici.nt for i.,l...atation of Pel ia major marketl. Th.
need for a sufficieat amount of .peetr_ to permit PCS to be
implemented in a shared .nvironm.nt il .i.,ly a Ici.ntific fact
of life PCS lic.n.... and the Co.-i••ion mu.t fac••

Early studiel found, quite correctly, that there 11 a
substantial amount of unused spectr~ in the 1.0 •• of the
1.85-1.99 GHa band that is available for PCI.AI When the
sp.ctrum available 1n this total of 140 ... i. di.ided into
discrete spectrum block., however, aDd aicrowave protection
criteria now bein; crafted are applied, aicrowave con;estion
can become a true obltacle to PCI d..lo~nt. If the available
spectrum i ••liced too small, th.r. will be lignificant
geographic area. where no .pectrwa i. available for PCS -- even
in markets that are critical for effective PCI roll-out.

Sharin; t.chnologie. have been de.eloped to pemit PCI
licensees to put unused spectrum to work bringing PCI to the

i!~;§:!!_r~~
90-314, July 1'91) (the -PABr Report-); ... AlIa ••tiona1
Telaco-..nication. aDd Inforaatio. AdIIlailtratioD, Spectl'Ull
U.a;e Measur...ntl in Pot.ntial PCI Pr-.ueDC7 .i.ada, p. 149
(Wa.hington, D.C.: Dep't of C~rce, .rIA ••p••0. 91-279,
1991) (-the bulielt .ite. in all citi•••how. II' of tb. band
unu.ed"). The PAST Report, in particular, found tbat at l.ast
50 MHz in the 140 •• band i. available for implementation of
PCS by ·working around" microwave UI.rl in tbe 11 top U.S.
markets. Reports by AT&T .el1 Laboratorie., PerTel, Inc.,
Digital Spread Spectrum Technolo;ie., and Pacific Tele.is also
have supported these conclusion•.
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American public. For any sharing technology effectively to
.work around- incumbent users, how.ver, there must be at least
some spectrum availabl.. Just as on. cannot drive a car around
an obstacl. if the obstacle blocks the entire road, it is
physically impossible for a PCS lic.n... to share with
microwave if all its spectrum is blocked by microwave
incumbents.

Und.r a 20 MH. allocation, for esa.pl., on. microwave
license. could block PCS from being i..l...nted in a large
portion of the g.o,raphic area co••red by a PCS lic.ns••LI
Microwav. lic.n•••• typically utilize two 10 MR. chann.ll -- a
total of 20 MH. -- that will corre.poed to PCS allocation••
(Wh.n the u•• of IF filt.r. on microwa•• rec.iv.r. is taken
into account, moreov.r, 10.. microwa.. us.rs can r.quire
int.rf.r.nc. protection for bandwidth. of between 17 aDd 28 MHz
p.r chann.l.) Microwa•• prot.ction crit.ria, in th.ir curr.nt
v.rsion., r.quir. con.ideration of .,wt... within 250 mil•• in
ev.ry direction. ODe microwav. incu.-.at, th.n, can .t~le th.
impl.mentation of PCS for the .ntir. s.r.ic. ar.a of a PCS
licen••• if .pectr~ block. are only 20 or 30 MR. wi4••
Becau.e th.r. are 10,000 microwa•• lie......, at l.ast
on.-quarter of wbicb will be p.r..neatly ,randfath.red, and
becau.e th••• lic.n.... are .pr.ad tJar0Utlbout the United
States, a 20 MHz allocation for PCI ....t •• to z.ro spectr~

available for PCS in significant portion. of the country. Tbe
PCS industry would n.ver develop und.r th••• constraint., .nd
federal auction revenues for PCS licenses would be minimal.

Studies esa.ining PCS impl...nt.tion in .pecific .arket.
confirm this r••ult. In on. study, -.eric.n P.rsonal
Communication. analysed each microwa•• ,ath in .acb of th.
largest 11 United State. cities for e.ch of th. Co.-isslon's
spectrum allocation propo.als -- 40 ... per lic....., 30 ...
per licen••• , and 20 MH. p.r lic.Il... The study found tbat
allocation. of 20 MH. and ev.n 30 MRs would yi.ld too little

11 ... C~••rc., '··lX.i. Af ,.- 21 .... 30 .... • .0 II'
pcS Black Alloqatio." filed witb .eX 7.1ec~aic.tio•• Corp.,
Co.-at. (Gen. DocJMK 90-314, 110•• 9, 1992). COM.arch i. an
ind.pendent fr....acr coordination fira. COMearch founcl that
a 20 MHz allocation would p.rmit a .ia,l. alcrowa•• effectiv.ly
to block PCS. Even und.r a 30 MRs allocation, spectrum within
a PCS allocation will be blocked more than 20 percent of the
time.
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usable spectrum to p.r_it PCS to be d.ployed. 11 In Chicago,
for esampl., an allocation of 20 MHz r••ults in, d.pending upon
the PCS lic.n..., between 33 perc.nt and 57 p.rcent of the area
not having spectrum available for PCS.

In anoth.r .tudy, Cos Enterpri••• analyz.d each microwav.
path in s.n Diego, California, and concluded th.t 20 or 30 MHz
allocation. would r.Dd.r PCS an impo••ibility -- 10 of the 24
incumbent. in San Di..o are public saf.t! lic.n•••• , and even a
30 MRz alloc.tion would be insuffici.nt. I Other m.rk.ts show
simil.r r••ults.

Ev.n if microwav. path. can be r.located by priv.te
negoti.tion in the n.ar t.rm, the probl.. of .,ectrua
con,e.tion will not -tic.lly di••ppear. Even •••waint th.t
e.ch PCS licen... c.n reloc.te the thr.. wor.t-ca•• microw.v.
link. from that PCS lic.n••• •••pectrua block in "Qh major
m.rk.t -- which will not be po••ibl. in all ca••~ -- tbe
amount of .pectrua .vail.ble for Pel u.e would incr••••, OD
av.r.,., only .lithtly. In Lo. Aft,.l•• , for ••a.,l., • 30 MBa
alloc.tion would yi.ld only an a••r.,. of 1'.9 MRa of u••ab1.
spectrum .v.n .ft.r the thr•• wor.t-c••••icrowa•••t.tion. in
e.ch PCS lic.n...•• spectrum block bad been r.located and a 20
MHz .llocation would yi.ld only 12.1 ... of u••abl••pectr~,
on av.rage, und.r the .... circ~t.ac... Included in th•••
averag.s, moreov.r, i. a signific.nt .-ount of .r•• in which
there would be DR 19actrua At All 1.lillbl•••en aft.r all
three wor.t-case microwave u.er. .r. r.located -- und.r a 30
MHz allocation, up to 22.9 perc.nt of the 'eotraphic .r.a in
LOl Ang.l•• h•• no spectrum av.il.bl. for PCI; und.r a 20 MRz
allocation, up to 32.1 p.rc.nt of the ar.a of Lo. Aft,.l•• ha.
no spectrum .vailabl.. In Chicago, only 14.2 ... of u•••ble
spectrum, on av.rage, would be available und.r • 20 MRz

1.1 _ America.n ..r.•Olld =?lC.t101l.=.~==. 'fC
ti;~~%:!~iAlsf::.,.::::·ti:Ci~;;~t:::.~:::::;;; ---
S.ryice (G.n. Docket 90-314 • ET Docket 92-', IO• .-ber 1"2).
Data for this .tudy wa. obtained fro. Co rcb and FCC fil•••

il ... Coa Bnt.rpri••• , Inc., ••ply Co nt., pp. 10-11 •
Com•••rch App.ndiz (Gen. Dock.t 90-314, J.n. 8, 1993).

~I If any of th••• lic.n•••• i. a public ••f.ty .ntity, or
would be entitled to r..ain in the 2 GRa band for technical
rea.ons, or would .i.,ly refu.e to -eve durin9 the -tran.ition
period,· the PCS lic.ns.e would be powerl••• to relocate the
and any potential .pectrum gain. from a theoretical relocation
would not be realized.
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