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I I 
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DESCRIPTION OF TRANSACTION 
AND PUBLIC INTEREST STATEMENT 

I. INTRODUCTION 

Qwest Wireless, LLC (“Qwest Wireless”) and Cellco Partnership d/b/a Verizon Wireless 
(“Verizon Wireless”) seek the Commission’s consent to assign the 62 broadband PCS licenses 
listed in Exhibit 2 (the “Licenses”) fiom Qwest Wireless to Verizon Wireless. The assignment 
will occur pursuant to an Asset Purchase Agreement by and between Qwest Wireless and 
Verizon Wireless dated as of July 1,2004 (the “Agreement”). This transaction does not involve 
the assignment of any other FCC licenses or authorizations, including microwave stations or 
international Section 214 authorizations, and does not require any waivers. 

The transaction will serve the public interest and fklfill the goals of the 
Telecommunications Act of 1996. It will give Verizon Wireless the spectrum it needs to expand 
its footprint, to compete for additional wireless voice customers, and to deploy new wireless 
broadband data services. The transaction creates no realistic risk of any countervailing 
competitive harm. Verizon Wireless will not acquire any Qwest Wireless customers pursuant to 
this transaction; Qwest Wireless will continue to serve substantially all its customers, and to 
compete for new customers, by reselling the broadband PCS wireless service of Sprint Spectrum, 
L.P. (“Sprint”) in almost all the market areas covered by the Licenses. The license assignment, 
which involves D, E, and disaggregated A-Block spectrum in all or part of 62 Basic Trading 
Areas (“BTAs”), will raise Verizon Wireless’s spectrum holdings to 35 MHz or less in 54 of the 
BTAs, to 45 or 50 MHz in seven of the BTAs, and to 55 MHz in one BTA 

II. DESCRIPTION OF THE PARTIES 

A. Qwest Wireless 

Qwest Wireless is an indirect wholly-owned subsidiary of Qwest Communications 
International, Inc. and is the successor-in-interest to U S WEST Corporation’s and U S WEST 
Wireless, LLC’s wireless assets. 

In August 2003, Qwest Wireless announced that it had entered into a wholesale 
agreement with Sprint that will allow Qwest Wireless to provide nationwide wireless voice and 
data services by reselling Sprint’s wireless services. Pursuant to that agreement, Qwest Wireless 
and Sprint have been moving Qwest Wireless’s customers fiom Qwest Wireless’s spectrum and 
facilities to Sprint’s, and this transaction will not affect that transition. Qwest Wireless has 
already reconfigured its service offerings so that most customers will experience no change in 
their service plans as they migrate to Sprint’s PCS network. Thus, following the transaction, 
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Qwest Wireless will continue to provide wireless voice and data services to existing and new 
customers. 

B. Verizon Wireless 

Verizon Wireless is a general partnership that is jointly owned by Verizon 
Communications Inc. and Vodafone Group Plc. (“Vodafone”). Verizon Wireless’s qualifications 
to hold cellular and PCS licenses are a matter of public record, established and approved in 
various Commission decisions.’ Exhibit 3 provides detailed information regarding ownership of 
Verizon Wireless; this information also is contained in Verizon Wireless’s Form 602, which is 
on file with the Commission. 

The Commission has previously approved Vodafone’s minority, indirect, non-controlling 
interest in the Verizon Wireless partnership, as well as Vodafone’s qualifications (as a foreign 
corporation) to hold indirect ownership interests in common carrier licensees, pursuant to section 
3 10(b)(4) of the Communications Act2 No changes have occurred in Verizon Wireless’s foreign 
ownership since that authorization was given. Neither Vodafone nor any of its foreign 
subsidiaries holds any direct ownership interests in any common-carrier licenses. Thus, no new 
foreign-ownership issues are raised by this filing, and the Commission can and should extend the 
previous section 3 10(b)(4) authorization to the Licenses included in this application. 

Exhibit 4 provides information responsive to questions on Form 603 that seek 
information as to pending litigation involving the assignee. The responses to those questions, 
together with Exhibits 3 and 4, demonstrate that Verizon Wireless is klly qualified to acquire the 
Licenses that are the subject of this application. 

See, ag., Applications of Northcoast Communications, LLC and CelIco Partnership d/b/a 1 

Verizon Wireless, WT Docket No. 03-19, Memorandum Opinion andorder, 18 FCC Rcd 6490 
(Comm’l Wireless Div. 2003) (“Northcoast Order”); Public Notice, “Wireless 
Telecommunications Bureau and International Bureau Grant Consent for Assignment or 
Transfer of Control of Wireless Licenses and Authorizations from Price Communications 
Corporation to Cellco Partnership d/b/a Verizon Wireless,” DA 01-791 (rel. Mar. 30,2001) 
(“PriceNerizon Wireless Order“). 

approved by the Commission under section 3 10(b)(4)” and because “no changes have occurred 
in Verizon Wireless’ foreign ownership since . . .these rulings[,] the applications raise no new 
foreign ownership issues”); Applications of Vo&f i i e  AirTouch PIC and Bell Atlantic Cop., 
Memorandum Opinion and Order, 15 FCC Rcd 16507 at 7 19 (IB and WTB 2000) 
(“Vodafone/Bell Atlantic Order ’7); FCC Public Notice, “International Authorizations Granted,” 
Report No. TEL-00174, DA No. 99-3033 (E3 and WTB, rel. Dec. 30, 1999); Applications of 
AirTouch Communications, Znc. and Vdajone Group, PIC., 14 FCC Rcd 9430 at 7 9  (WTB 
1999). 

See Northcoast Order at 7 6 n. 15 (finding that Vodafone’s interest “ha[d] been previously 2 
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HI. DESCRIPTION OF THE TRANSACTION 

The transaction involves the assignment of 62 PCS licenses that Qwest Wireless obtained 
through competitive bidding (Auction 11) and in subsequent  transaction^.^ All but one of the 
Licenses are for 10 MHz of spectrum in the A, D or E blocks of a BTA; one license is for 20 
MHz. Some of the Licenses have since been disaggregated andor partitioned, however, and 
therefore contain less than 10 MHz and/or no longer cover an entire BTA. See Exhibit 2. 

The transaction also involves the transfer of Qwest Wireless’s rights under numerous site 
leases and certain other Qwest Wireless PCS assets to Verizon Wireless. The Agreement 
contemplates that the Licenses and the related assets (but no customers or customer accounts) 
will be acquired for cash in two separate closings. Qwest Wireless will not retain any ownership 
interest in the Licenses or assets being acquired after the closings. Following the closings, 
Qwest Wireless will continue to serve substantially all its existing wireless subscribers through 
its resale relationship with S ~ r i n t . ~  

IV. THE TRANSACTION WILL SERVE THE PUBLIC INTEREST. 

This transaction will serve the public interest in three principal ways. First, it will give 
Verizon Wireless the spectrum it needs to provide its industry-leading voice service to new 
subscribers, and to extend its services to a number of rural markets that it does not currently 
serve. Second, the additional spectrum will enable Verizon Wireless to deploy its firstsf-kind 
wireless broadband data service (known as EV-DO) more rapidly and more broadly. Third, the 
transaction will enable Verizon Wireless to operate more efficiently. The transaction 
accordingly advances two core goals of the Telecommunications Act of 1996 - promoting 

5 

Given that this transaction involves the assignment of A, D, and E Block PCS licenses 3 

originally awarded through competitive bidding more than three years ago, no designated entity 
issues are present and the reporting obligations contained in Section 1.21 1 l(a) do not apply. See 
47 C.F.R. 5 1.2111. 

Qwest Wireless’s migration of its customers to Sprint’s network is unrelated to the 
instant application. Qwest Wireless notes that there are approximately 3,000 customers whom 
Qwest Wireless will be unable to migrate to Sprint’s network. Qwest Wireless is nonetheless 
presently working to accommodate these customers by facilitating their transition to an 
alternative service provider and will submit any filings with the Commission that may be 
necessary to effect such a transition. 

currently have spectrum. 

4 

Exhibit 5 identifies the BTAs and portions of BTAs where Verimn Wireless does not 5 
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competition in all segments of the communications marketplace, and promoting the rapid 
deployment of advanced telecommunications capability. 

A. Expanded Wireless Voice Services 

The transaction will permit Verizon Wireless to compete in providing voice services in 
numerous areas it does not currently serve, as well as to expand its services in many of its 
existing service territories. First, Verizon Wireless will acquire spectrum in a number of BTAs 
where it does not currently own licenses or provide wireless services - including many rural 
areas that are typically slow to attract competitive entry.6 Verizon Wireless’s entry into these 
BTAs would increase competition. Verizon Wireless is recognized as the industry’s leading 
wireless voice provider; a recent survey by J.D. Power t Associates ranked Verizon Wireless 
first in service qua lit^;^ and Verizon Wireless’s chum rate is the lowest in the industry.’ 

Second, the transaction will alleviate the spectrum constraints that Verizon Wireless will 
soon experience in some markets, including Denver, Portland, Salt Lake City and Seattle, where 
Verizon Wireless faces near-term exhaustion of its spectrum, and will allow the company to 
meet the growing demand for its services in other markets.’ In the vast majority of the BTAs 
involved in the transaction, Verizon Wireless holds only a 25 MHz cellular license. The 
transaction will give Verizon Wireless an additional 10 MHz in these markets, which will 
enhance its ability to accommodate new subscribers and to provide new services. The 
transaction accordingly furthers the same goals the Commission upheld when it allocated PCS 

See, e.g,, Facilitating the Provision of Spectrum-Based Services to Rural Areas and 6 

Promoting Opportunities for Rural Telephone Companies To Proviak Speczimm-Based Services, 
2000 Biennial Regulatory Review Spectrum Aggregation Limits For Commercial Mobile Radio 
Services, Increasing Flexibility To Promote Access to and the Eflcient and Intensive Use of 
Spectrum and the Widespread Deployment of Wireless Services, and To Facilitate Capital 
Formation, WT Docket No. 02-381, WT Docket No. 01-14, WT Docket No. 03-202, Notice of 
Proposed Rulemaking, FCC 03-222 (rel. Oct. 6,2003). 

Customer Loyalty Becoming a More Critical Issue in the Wireless IndusiQJ as Phone Number 
Portability is Poised to Become a Reality in November (Sept. 30, 2003) (Verizon Wireless 
performed particularly well in the study, ranking highest [ i ]  five of the six regions of the 
country (including three ties), largely by demonstrating a competitive advantage in call quality, 
customer service, and service plan options.”). 

See P. Cusick, et al., Bear Steams, Wireless Update for 2Q Channel Chech, M p t  
Meetings at Exhibit 17 (June 30, 2004). 

According to Lehman Brothers, Verizon Wireless currently has less spectrum relative to 
the traffic on its network than any of the other national wireless providers. See B. Bath, Lehman 
Brothers, Wireless Services Industry Update: Spectrum Availability, Industry Implics. at Figure 
4 (June 17, 2004). 

See J.D. Power and Associates Press Release, J.D. Power anddssociates Reports: 7 

8 

9 
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spectrum in 10 MHz blocks with the expectation that existing cellular carriers would obtain that 
spectrum to enhance their systems. 10 

B. New Wireless Broadband Services 

Verizon Wireless also needs additional spectrum in which to deploy new wireless 
broadband services for which there is rapidly growing demand. Verizon Wireless is the first 
U.S. carrier to have launched what will become a nationwide high-speed wireless data network, 
and its entry has already prompted competitive responses fiom other Carriers.’’ Offering speeds 
comparable to cable modem and DSL (300 kbps up to 2.4 Mbps), Verizon Wireless’s EV-DO 
technology is the most sophisticated wireless broadband technology currently available.” 
Verizon Wireless launched EV-DO service in San Diego and Washington, DC in October 
2003,13 and has committed to invest $1 billion over the next two years to rollout the service 
nationwide. l4 

Wireless broadband networks will make possible the provision of new and innovative 
services to end users, not only to mobile phones and laptop computers but also to car dashboards 
- maps, directions, music, fill-featured mobile video phones; multimedia mobile messaging; and 

lo 

Services, GEN Docket No. 90-3 14, Second Report and Order, 8 FCC Rcd 7700, fl97-111 
(1993). 
l1 See, e.g., Nextel Press Release, Nextel Eqxm& Successjkl Broadband Trial to Include 
Paving Customers &Larger Coverage Area (Apr. 14,2004) (Nextel has begun accepting 
paying customers for its Wireless Broadband service in the Raleigh-DurhdChapel Hill area; 
the service offers downlink speeds of up to 1.5 Mbps with burst rates of up to 3.0 Mbps; typical 
uplink speeds are up to 375 kbps with burst rates of up to 750 kbps); Sprint Press Release, Sprint 
Announces Plans to Extend Its Wireless Data Leadership with Launch of High-speed Wireless 
Data Technology (June 22,2004) (Sprint will deploy EV-DO in select markets in second half of 
2004, and launch in the majority of top metropolitan markets in 2005). 
l2 

Inc. - Company Report at *2 (Mar. 6,2003) (EV-DO networks are “comparable to those of DSL 
and cable modems”). 

Metro Areas (Sept. 29,2003). 

BroadbandAccess 3G NetworkExpansion (Mar. 22,2004) (Verizon is “on target” to expand its 
EV-DO offering to cover one-third of its network (approximately 75 million Americans) by the 
end of 2004. Verizon has committed to invest $1 billion over the next two years to rollout the 
service nationwide.). 

See Amendment of the Commission’s Rules to Establish New Personal Communications 

B. Richards, et al., CIBC World Markets, Investext Rpt. No. 7305232, Sierra Wireless 

Veriuon Wireless Press Release, Wireless Broadband Data Service Introduced in Major 

See Verizon News Release, Verizon Wireless Makes Stricks with Planned 

13 

14 
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mobile emergency and safety applications such as remote patient monitoring and mobile 
robotics. 

The deployment of wireless broadband will grow the competitive wireless industry as a 
whole. On wireline networks, data now accounts for more than a third of local revenues, up 
fiom only 9 percent as of 1996.15 Analysts expect comparable growth in wireless data over the 
next several years.16 In 2003, laptop sales surpassed desktop sales for the first time, and this 
trend is expected to ~0ntinue.l~ Laptops already represent 25 percent of all PCs, and this is 
expected to grow to 35 percent within the next five years." Analysts expect that 75 percent of 
Personal Digital Assistants will be able to access the Internet by 2007. l9 As with any expansion 
of industry output, these developments can be expected to bring about gains in jobs and 
productivity. 

C. Increased Efficiency 

The proposed transaction will also help Verizon Wireless operate more efficiently. In the 
past, the growth of national carriers such as Verizon Wireless has correlated with a consistent 
trend toward lower prices, greater coverage, and expanded service offerings for wireless 
consumers." 

In markets that Verizon Wireless already serves, the new spectrum will help it avoid the 
inefficiencies associated with cell splitting, an engineering strategy that is growing increasingly 
difficult, time-consuming, and expensive, in part because of the need to obtain new sites and the 
zoning and other approvals for those sites. The new licenses will enable Verizon Wireless to add 
spectrum capacity to its existing network, which is much more efficient than cell-splitting. In 
addition, where it holds spectrum in areas adjacent to BTAs currently served by Qwest Wireless, 
Verizon Wireless will be able to capture greater economies of scale and scope. The Commission 
has repeatedly recognized that capturing such economics is in the public interest because they 

Compare T.A. Jacobs, et al., J P  Morgan H&Q, Telecom Services 2001 at Table 1 (Nov. 

See J. Bazinet, et al., JP Morgan, The Art of War at Table 2 (Nov. 7,2003). 
See NPD Group Press Release, Historic Firsts: Notebooks Outsell Desktops and LCD 

Monitors Unit Sales Surpass CRTMonitors According to The NPD Group (JuIy 1,2003). 

See Merrill Lynch Capital Markets, Investext Rpt. No. 7693240, PC Handbook - 
Worldwide PC Forecast - Industry Report at Table 4 (Nov. 5,2003); Bear, Steams & Co., Inv., 
Investext Rpt. No. 7654809, PC Industry Forecast: Raising 2003 PC Unit Growth from 9% to 1 
- Industry Report (Oct. 20,2003). 

See B. Cole, Net-centric Appliances Provide a New Platform Paradigm, EFi Times (Mar. 
28,2003) (citing I n s t a W R  Internet access devices market analyst Cindy Wolf). 

See Seventh CMRT Competition Report, 17 FCC Rcd at 12988. 

I5 

2,2001) with I. Bazinet, et al., JP Morgan, The Art of Wm at Table 2 (Nov. 7,2003) (2003 est.). 
16 

17 

18 

19 

20 



FCC FORM 603 
EXHIBIT 1 

PAGE 7 of 9 

lower prices, improve service quality, expand coverage and roaming capabilities, lower roaming 
rates, and accelerate deployment of state-of-the-art services. The Commission has also 
recognized the pro-competitive efficiencies that can be realized when carriers spread the cost of 
deploying network infrastructure, customer service and other operations over a larger customer 
base.21 The Commission has thus repeatedly approved transactions that enabled wireless carriers 
to expand their footprints.22 

V. THE TRANSACTION WILL NOT ADVERSELY AFFECT COMPETITION. 

As described above, the proposed transaction will produce significant public interest 
benefits. In addition, this transaction will have no countervailing adverse effect on competition. 

Following the transaction, Verizon Wireless will continue to face vigorous competition 
from numerous competitors in every relevant BTA. Exhibit 6 lists those wireless carriers that, 
to the best of the applicants’ knowledge, are currently offering commercial service in each BTA, 
as well as those carriers that hold licenses but do not appear to be offering commercial Service at 
this time. The exhibit shows that each of the nationwide carriers other than Verizon Wireless - 
Sprint PCS, Cingular Wireless, Nextel, and T-Mobile - have established operations in most of 
the affected BTAs. Verizon Wireless will also face additional competition in some markets from 
large regional carriers such as U S Cellular and ALLTEL, and smaller regional carriers such as 
Leap and Dobson. 

Although Exhibit 6 lists only facilities-based carriers, the Commission has found that 
wireless resellers provide additional c~mpetition.’~ For example, Virgin Mobile now serves 

2’ 

Annual Report and Analysis of Competitive Market Conditions With Respect to Commercial 
Mobile Services, (2002) (“Seventh CMRS Competition Report’y (“The Commission has 
concluded previously that operators with larger footprints can achieve certain economies of scale 
and increased efficiencies compared to operators with smaller footprints. Such benefits, along 
with advances such as digital technology, have permitted companies to introduce and expand 
innovative pricing plans such as digital-one-rate type plans, reducing prices to consumers.”). 
22 See, e.g., VodafoneBell Atlantic Order; Northcmt Order; Applications of VoiceStream 
Wireless C o p .  and Omnipint Corp., Memorandum Opinion and Or&, 15 FCC Rcd 3341 
(2000) (VoiceStream/Omnipint Order ‘7); Application of 360 Communications Company and 
ALL7E.L Cop . ,  14 FCC Rcd 2005 (WTB 1999) (“360/ALLlEL Order’y; PublicNotice, 
“Wireless Telecommunications Bureau and International Bureau Grant Consent for Tranger of 
Control or Assignment ofLicenses from TeIecorp PCS, Inc. to AT&T Wireless Services, Inc., ” 
DA 02-33 1 (rel. Feb. 12, 2002). 
23 See, e.g.,2000 Biennial Regulatory Review, Spectrum Aggregation Limitsfor 
CommercialMobile Radio Services, Report and Order 142, WT Docket No. 01-14, FCC 01-328 

Implementation of Section 6002(b) ofthe Omnibus Budget Reconciliation Act of 1993, 
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more than 1.75 million customers through resale; AT&T plans to become a major national 
wireless reseller; and even cable operators are expected to bundle wireless together with their 
video and Voice-over-IP  offering^.^^ And, as previously noted, Qwest Wireless will remain a 
resale competitor in most of the affected BTAs. 

Finally, the transaction will not involve any competitively significant increase in 
Verizon’s spectrum holdings in any relevant market area. Exhibit 5 lists the 62 BTAs in which 
Verizon Wireless will obtain additional spectrum from Qwest Wireless. As that exhibit 
demonstrates, there are eight BTAs where there is no spectrum overlap and three other BTAs 
where the spectrum overlap involves only a small portion of the BTA. In the vast majority of the 
other BTAs, and in all the counties within those BTAs, the transaction will increase Verizon 
Wireless’s spectrum holdings to 35 MHz or less. Of the remaining BTAs and counties within 
those BTAs, Verizon Wireless’s spectrum would increase to 45 MHz in most cases; to 50 MHz 
in three counties in two BTAs; and to 55 MHz in three counties in one BTA. 

Following the transaction, Verizon Wireless will thus in all cases hold no more spectrum 
- and in most cases will hold far less -than it would have been permitted to hold under the 
Commission’s previous spectrum “caps,” which were the levels that, in the Commission’s 
judgment, did not raise any competitive  concern^.^' The spectrum aggregation involved here 

(rel. Dec. 18,2001) (“[Clarriers can compete in the provision of CMRS without direct access to 
spectrum through resale, or a mobile virtual network operator (‘MVNO’) arrangement.”); id. 
fn. 145 (The MVNO arrangement “is one in which ‘a network operator acts as a wholesaler of 
airtime to anothei firm, which then markets itself to users just like an independent operator with 
its own network infrastructure.”’); see also J. Moynihan, et al., Merrill Lynch, US Wireline IQ04 
Roundup at 3 (May 7,2004) (“[Tlhere may be five or more large scale companies reselling 
wireless service by 2005, along with the five facilities-based wireless providers (post the 
Cingular/ AT&T Wireless transaction.)”). 

See Virgin Mobile USA News Release, Virgin Mobile USA Passes I. 75 Million 
Subscriber Mark (Mar. 15,2004); AT&T News Release, AT&T To Offer Wireless Services to 
Consumers and Businesses Nationwide through Agreement with Sprint (May 18,2004); 
J. Moynihan, et al,, Merrill Lynch, US Wireline lQ04 Roundup at 3 (May 7,2004). 
” See, e.g., PriceWerizon Wireless Order (approving spectrum aggregation of 55 MHz of 
combined cellular and PCS spectrum in Jacksonville MTA); 36U/ALLZZZ Order; Public Notice, 
“Wireless Telecommunications Bureau Grants consent for The Transfer of Control of Licenses 

from CenturyTel, Inc. to ALLlEL Communications, ” DA 02-1366 (rel. June 12,2002) 
(“ALLTEUCenturyTel order ’7 (approving ALLTEL’s acquisition of multiple cellular and PCS 
licenses, including eight BTAs where there was overlap between a 25 MHz cellular license and a 
10 MHz PCS license); Applications of Vanguard Cellular Systems, Inc. and Winston, Inc., 
Memorandum Opinion and Order, 14 FCC Rcd 3844 (WTB 1999) (authorizing acquisition of 
overlapping cellular and PCS spectrum holdings in various markets). 

24 
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also is comparable to the levels involved in previous wireless acquisitions that the Commission 
approved and found did not “threaten[] competitive harm in the spectrum input market.”26 

For the foregoing reasons, grant of this application will l l l y  comply with all 
Commission rules, will be consistent with the Commission’s actions in other proceedings, and is 
in the public interest. 

26 

50 BTAs that would result in Verizon Wireless holding 35 MHz or less in 44 BTAs and between 
45 and 55 MHz in the remaining 6 BTAs); see also AUWCentuiyTel Order. supra n. 25 
(approving ALLTEL’s acquisition of numerous 10 MHZ PCS licenses that overlapped with its 
existing 25 MHz cellular licenses). 

Northcoast Order, supra n. 1 (approving Verizon Wireless’s acquisition of spectrum in 




