Remarks of Michadl K. Powell
Chairman, Federal Communications Commission

Dialogue with Thomas Wheeler, President CTIA
At the
National Association of Celular Teecommunications &
Internet Association (CTIA)
Orlando, Florida
Mar ch 19, 2002

MR. WHEELER: We talked yesterday about some of the unheraded activities of wirdess
telecommunications. | redly believe that by the time we stand here next year we will belooking a a
laundry list of ways that wirdless has aided in the new nationd priority of homeland defense.

One of the key policy makersin Washington that has to ded with this new issue that got
loaded on his plate, in addition to everything else, isthe Chairman of the Federal Communications
Commisson. We are grateful that he would come to Orlando today, work usinto his schedule and
share some of his thoughts with us.

Will you please welcome Chairman Michael Powell.
CHAIRMAN POWELL: Good to seeyou, Tom.

MR. WHEELER: Y esterday we spent a bit of time here talking about the new world that wireless has
created, the new regulatory environment in which we need to exist, breaking old habits, this kind of
thing. Youretheboss. You're the chief regulator. You're the guy everybody looksto. What are your
thoughts?

CHAIRMAN POWELL: WEél, | think that wirdlessis an extraordinary success sory, and | think one
of the things that it's entering into, the period it's entering into now, isin some sense managing the fruits
of its success.

| remember when | firgt darted at the Commission dmost five years ago wirdesswas a
wonderful technology people were excited about, but it had that sense of being the new entrepreneur,
innovetor, disrupting technology. | think it has now matured to the point where consumers and policy
makers see it as a serioudy matured service on which consumers have greet rdiance, which government
has great reliance on, as evidenced by the homeland security focus onit.

| think that puts it in another category of focus, both good and bad. | don't think that that
should be perceived as an effort to be focused on regulatory and prevention, but a focus on the
prospects and the possibilities of wirdess for enhancing the welfare of consumers.

o, | think you'll see alot more attention to the industry, alot more attention to the

technology, and a lot more attention to the policy. Withthat comes, | think, new and wonderful benefits
and opportunities, but also some risks that have to be managed, and | think the industry and the
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association do a pretty good job of thet,

MR. WHEELER: Y ou taked about the five year window that you've had. The wirdess industry may
be a 20 year old business going back to 1983, a 19 year old business. But in redity it'sthe last four
years where we've seen dl the action. Weve had over hdf of the subscribers added in the last four
years. Weve had over hdf of the capitd investment, $50 billion, in the last four years being invested.
How do we communicate to policymakers the fact thet thisis very much awork in progress, and that
what you do can affect the outcome of that work in progress? Were not at the end of the road.

CHAIRMAN POWELL: | think you have to be an articulate spokesman for that view, but | think it's
more gppreciated than you might suggest.

| know at the Commission we often talk about the wirdess industry as our poster child
about our principles, about competitive markets, market economics and the benefits of the competitive
model, because | think when you look at al the indudtries that we regulate a the FCC, noneis as
comptitively hedthy from our perspective --- aregulatory perspective --- asthe wirdess indudtry.

But it'sacontinuing didogue. Asl said in the opening comments, | think as you begin to be
ared subgtitute to the wire line service, people have serious reliance on those services and have an
expectation about them. We will hear more about both the good things and the bad things, and we
need to be cognizant in our own policy judgments that it isawork in progress, and that there are certain
problems that ought to be percelved as short term and not necessarily caling out for a regulatory
solution.

On the other hand, to be respongble government officias, we do need to take a counting of
those things and keep our eye on them if they're the kinds of things that will ultimately warrant some
government response. But, a least under my philosophy and | think those of my colleagues, that's a
reluctant trigger, not an affirmative one.

MR. WHEELER: 1 think one of the concerns that the industry has, one of the concerns we hear on
Wal Street, for indtance, isthat last year, as an example, the free cash flow in thisindustry was a
negative $4.7 hillion, and out of that we financed $21 billion in improvements, expanding coverage,
expanding services, moving to the next generation of activities.

Folks are asking the question. I've only got afinite pot of cgpital. Should | put it into doing
those kinds of expangion activities, or do | have to congtantly dedl with the government coming in and
saying, “No, | want you to redirect capital and go over here?’

CHAIRMAN POWELL: No. | don't think that you have to constantly dedl with the government
sying, “comein and redirect capitd here”” But it would be unfair not to suggest that, as there are with
every indudtry in the economy and every industry certainly in the communications space, there will
aways be certain government policies and mandates that cost money.

That isaway of life, | think, whether we want that or not, just as| think there are things that

2



Ford Motor Company has to do as a consequence of government policy that will cost them money. |
think you can't completely diminate that proposition.

| dso think that, a least a the Commisson and | think in government in Washingtonin
generd, thereis a pretty rich understanding of how deeply depressed the capita markets are in the
telecommunications space. In many ways, | told Tom yesterday, 1've been waiting for hiscal. Every
other indudtry that | regulate got here along time ago.

The liquidity crisis and the capita crigsis very severe in the te ecommunications space on
the wire line 9de, in the cable industry and advertisng revenuesin broadcasting. Y ou pick your industry
that's under my portfolio, and al of them would say nearly identically the statement that you just said,
and | think wirdlessis not completely immune, but | think better positioned than most. It'sjust pulling up
to the dock with these concerns.

All we can ask is that government be sensitive to those redlities, sensitive to the capita
crigs, sengtive to the moment in time and be very, very careful about imposing what amounts to
unfunded mandates or at least have some reasonableness with which it pursues policies that it mugt, but
be sengtive to the capitd congraints of the private commercia actors.

MR. WHEELER: Theleast bad iskind of like kissing your sger.
CHAIRMAN POWELL: | don't know your sster. Maybe it's not.

MR. WHEELER: Let'slook at that as an example. With the kind of thing you were just saying.
Okay, expect that therés going to be some government involvement in your life. | think that thisisan
industry that has demonstrated their desire to do the right thing. But | aso think thisis an industry that
asaresult of doing the right thing has gotten some burns on its fingers or scars on its back.

The E-911 issue, for ingance. | mean, it was CTIA that sat down with the public safety
community and worked out a solution to E-911, came to the Commission, petitioned you to adopt i,
and you adopted it. In theintervening years, however, the Commission then changed that, and akey
component of it was, “okay, how do we make it work?’

The Commission then nibbled away at it and changed it to a point where the ahility to
deliver was then impacted, and now we're being castigated for not being able to ddiver this changed
priority. How do we get into a situation where we do the right thing, but without the expectations that
somehow it's going to turn around and bite usin the tail?

CHAIRMAN POWELL: Waédll, that'satough ore. Firg of dl, | gpplaud CTIA and this industry for
doing the right thing on E-911 because | think, to be perfectly Machiavellian, if you hadn't someone was
going to do it to you.

The greater reliance of consumers on the handsets and mobile uses as a substitute wire line

was going to mean increasing pressure for insuring that that kind of nationa emergency functiondity was
avalable. So | think, number one, it was prescient for the wirdessindustry to see that possibility and
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both do the right thing and for its own, | hope, good moral reasons want to come forward and do that
and engage the government in coming up with asolution.

Just like company to company, the government isits own indtitution, and it hasits own
vaues. They're not dways perfectly synonymous with those of commercid interests --- surprise --- and
sometimes there are changed expectations or greater priorities placed on government than the industry.
| just think that's something that gets worked out, hopefully quietly but effectively, but with some sincere
commitment to the objectives.

The other thing you can't do in Washington, and I've been trying to figure out how my whole
life, isthat you can gart little brush fires, but it's very difficult to kegp them completely controlled when
policymakers and politicians latch onto an issue from a consumer condtituent interest focus. | think it's
more like wild fire management. Sometimes you have to let those fires burn alittle out of control, but
within certain parameters.

| think something like E-911 was aways going to be of interest to consumers and was
aways going to then as a consequence, be of sgnificant interest to Congress. Thisis an areawhere we
hear from congressona members quite extensvely, and so the government definitely seesthisasan
important part of this policy and an important part of making it hgppen. | think that's how you get into
that circumstance.

| don't think, though, that the industry is being castigated, frankly. 1 think there have been
some incidents where we've been a bit tougher on some carriers who were struggling to get through, but
| don't think irrespongibly or unfairly so. Indeed for most of the major carriers, with respect to technical
difficulties, we worked with them to develop waiver policies that alowed them to move forward in a
congructive way.

But it ismy job to be a persstent pusher and an urger to keep that going because | know
that commercid priorities compete and so we will continue to do that aswell. But | actudly gpplaud the
industry, and rather than castigate we hope our responses are measured.

MR. WHEELER: Y ou had your trip before the Senate in the last week or so. We had our trip before
the Senate on the E-911 issue aswdll. Lots of finger pointing and lots of, “why aren't you’ kind of
activity that is, again, aresult of starting out to try to do the right thing.

But let's take it to today. Priority access. | mean, the weekend after September 11, |
dart getting cdls a home from folksin the White House saying weve got to have priority accessto
wireless networks. We stepped up and said yes, there's got to be away, thisis good for America

There are now working through the process, as you know, multiple carriers who are
voluntarily entering into agreements to provide priority access. | mean, theink isn't dry on those, and
aready people are stepping up and saying that now you're going to have to have some kind of abold
statement on your contract with the consumer that says “Caution, in case of emergency you may not be
able to use as much of this”



People are taking about petitioning the Commission to make sure that there's priority
access for other levels of emergency senvices. The New Y ork Fire Department responded to your
inquiry on this saying, “well, we have to have priority accessfor every singlefirefighter in New York.”
Y ou try and do the right thing, and the next thing you know there's this landdide coming & you.

CHAIRMAN POWELL: Let'sbecandid. Thelanddide occurred on September 11, and that
landdide and the repercussions and the tremors have been felt ever since.

Y ou know, it's important to remember that priority accessis not something that showed up
in the wake of 9/11. It was something that the Commission adopted rules on many years ago with the
anticipation that there could be situations in which it was required.

The Commission did so in away that was voluntary, aprinciple that | remain committed to,
and dlowed the government entities --- | should be clear --- we're not the ones that are asking to
contract for priority access, other government ingtitutions are. But we set up amodd for that.
Candidly, very little hgppened in those intervening years either with the carriers or between the carriers
and the government because the Situation had not redlly arisen in which the emphasis was placed on it.

When people say September 11 changed everything, | think that's afair statement in this
area, too. Suddenly there was atangible experience, ared life, critica experience in which people saw
the value of it. All of a sudden something that, frankly, has been around along time in theory became
redlly important as a priority. When it did, it raised the consciousness, with it, not only of government
but of anyone who has their own pet idea about what the service ought to be.

That doesn't trouble me. That's the natural cacophony of policy making. We can't
guarantee that waves won't rattle, but what we do is we steer the ship through them. Some of them,
you know, we reject, and some of them we take on board, but you have to judge these actions at the
end of the day not by the noise people will make about things they'd like to see happen, but what the
government actualy does.

| think in this case, for example, the government has been fairly responsible. For example,
the White House didn't say we're going to ingst on thisin amandatory, unfunded way. | find it redly
interesting that the federd government secured severad hundred million dollarsin order to pay for some
of the expenses associated with priority access. | think that's a very positive reflection of their
understanding that it will cost carriers money, and if it is afederd issue the federad government ought to
be committed to it in amonetary sense as much as akind of emotional sense.

| hear dl those things, too, about why don't we do this and why don't we do that. That
doesn't surprise me, but it only says, that those will be things that are in the mix, and well manage
through them. | can't predict what is or isn't there, but | think reading the noise is dangerous. It's not
necessarily correct.
MR. WHEELER: Cacophony. That'sagresat concept of the world in which you live

Y es, the President's budget has $60 million in it for wireless priority access as a part of this
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severd hundred million dollar package for communications. But isn't there also a spectrum component
we have to ded with? | mean, theredlity hereisthat the federal government is saying that we want part
of your capacity in important times.

That is going to impact consumers, and the federd government has the ability to fix that right
now by adding new spectrum, by breaking loose additional spectrum so that in essence you could have
amogt an offset. Doean't this quickly take usinto spectrum policy, and isn't this another reason why we
need to free wireless spectrum now?

CHAIRMAN POWELL: | think so, but it'sabit of a deceptively smple story.
MR. WHEELER: A deceptivdly sSmple story?

CHAIRMAN POWELL: Aswe know, the reason it's deceptively smpleisit seemsintuitively correct.
Tom just crossed four jurisdictions and five branches of government in one sentence.

MR. WHEELER: Inonebreath. That'sright.

CHAIRMAN POWELL: That'swhat makes spectrum hard. | wish | wasking for aday, but when it
comes to spectrum policies not only does the Commerce Department have a central role init with
respect to government users, but you have these huge dient groups, if you will, a the Department of
Defense, the Department of Transportation, that are their own power centers, that have their own
juridictions, that have their own leadership, that have their own political power, and it's just messy.

Therés nothing clean about this. 1t isan infantryman's crawl to keep trying to find more
gpectrum, but one | think that we are very, very committed to in working with Commerce to continue to

push through.

Trugt me. I've beeninthosewars. | wasin those warsfor ultrawideband. 1've beenin
those wars for other issues when you have to go into the interagency process and make the case that the
government's best interest is balanced on the whole by thiskind of idea.

| think those kinds of things are on the table. They're being pushed probably much dower
than you would like, but | think pretty persstently and pretty aggressively.

MR. WHEELER: Weve got to move from an infantryman's crawl to ablitzkrieg, Mr. Chairman, and |
appreciate what you're doing in that exercise. The White House is providing sgnificant -- | meen, it is
clear that a the senior levels of the White House there is sgnificant effort being expended to try and get
usout of thiskind of internecine Stuation.

The fact of the matter is, though, that aren't we in a Situation where --- you referenced ultra
wideband, for ingance? Y ou and your Commission have been taking about flexibility of soectrum.
Ultrawideband is an example of flexible use of existing pectrum and other application, MMDS, what
you did there. Thereisincreased discusson about taking satdllite spectrum and making it terrestrid.



Isn't there ajob for government to draw the four corners of how you expect spectrum to be
allocated and to be used and not just say wdll, let'sjust beflexible. And doesn't that flexibility concept
contrast with the concepts of let's go into the marketplace and tell you that you're going to behave this
way in relation to consumers, but over herein terms of the thing that we in government are responsible
for were going to be flexible?

CHAIRMAN POWELL: | don't know if | follow the question, but, no, | don't think so. | actudly
think that some degree of flexibility isacritica component of any policy or philosophy that has a market
component to it. One of the biggest problems, | think, that's going on in government and the alocation
policies are the fact that we can't get spectrum to its highest and better uses quick enough.

Doesn't this DOD process convince anybody of the dog of government dways being asked
to come back into the game, take from somebody, move it over here, figure out how to pay these
people, figure out how to provide suitable spectrum for them to move to, get al the money to move, and
al of thisis supposed to happen in internet time & a time when business opportunities are limited and
flegting.

The reason | think the Commission has been focused on thinking about flexibility and how to
introduce it is S0 that we can creste much more flexible market mechaniams, including secondary
markets and other ways in which we can limit our intercession in getting spectrum to higher and better
USES.

If you ever get that little PDA thing to work, and I'm sure you will, --
MR. WHEELER: It worked red well in rehearsdl.

CHAIRMAN POWELL: -- and you come up with some wonderful new thing to do with it, youre
going to want to get to that place quickly, and you're going to have a gtrain in the government alocation

policy.

It'sinteresting. Hexibility can be seen like goring oxen a times. But it can also be seen as
very beneficid. Y ou cited examples rightfully that | know your industry is probably concerned about.
But perhaps the greatest example of the Commission's commitment to flexibility was dlowing cdlular to
deveop into PCS, which | think was an enormous benefit to everyone in this room and to the industry
0 it'saprinciple that were committed to in dl of its derivations, but it doesn't predict an outcome.

MR. WHEELER: But there's a difference between wirdess being mobile, and wirdess being fixed,
and satdllite service suddenly being terrestrid service. | guess we go back to the opening thing we were
discussing here, which is the economy and the economic rediities. Shouldn't one have sometrepidation
that here the wirdess carriers are out paying bundles of dollars at auction for spectrum, while at the
same point in time additiona spectrum for competitive services is coming in with no capita cost to have
to buy it from the government? Isn't there a dichotomy there that we've got to address before it creates
the next problem?

CHAIRMAN POWELL: Yes butit'simportant to note that the dichotomy is one that Congress
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created for reasons of its choosing. It's not Commission paolicy. It's the statutory environment that
exigs that permits orbital and satdllite-based spectrum that can be used for certain purposes to be free
of auction.

We have other categories of spectrum users who are free of auction obligations aswell; for
example, public broadcasting and potentidly aspects of public safety.

MR. WHEELER: And commercia broadcasting.
CHAIRMAN POWELL: Yes, and non-educationd broadcasting and commercid broadcasting.

So, there is sort of this odd hodgepodge of alocation choices in spectrum management writ
large. When | think of pectrum management | just don't think of the wirdessindustry, CTIA and its
members. I'm aso thinking about broadcasting and satellite and the unlicensed bands and awhole ot of
other usesthat are increasngly in our fidd of vison.

| think that we do have challenges because there are different policy judgmentsin the
datutory regime about the allocation within each of those. But increasingly they are competitors, and
increasingly they are often vying for the same sweth of red estate for different purposes. Thisis
becoming avery big chalenge for the government, and | would agree with you that | think thet in some
length of time the government has to start to figure out a conscious palicy for the reconciliation of some
of these conflicts.

Right now, including in the proceedings you're referring to, though, 1'd like to emphasize that
no decisions have been made on any of them. But one of the things you see the Commission doing is
dedling with the messiness of these conflicts through band-aids. People bring in innovative stuff, and we
have to examine them and see whether they can work in the context of what we have. But that masks
the bigger question, which iswhether there needs to be a more coherent spectrum management policy
generdly 0 that some of those conflicts are more conscioudy reconciled, as opposed to sort of case by
caseiterative. That's one of the things we're working on, too.

MR. WHEELER: Clearly we need aten year spectrum plan or some period of time that says, “here's
where we're going to be’ that we update every couple of years along the way based on what's
happening in technology. Weve got to quit thiskind of hodgepodge.

| agree with you that it's an issue that Congress hasto address first. They've handed the
bag to you, but | hope that together we can work to tell the Congress, excuse me, guys, we've got to be
consstent across this, and not end up picking economic winners and losers by the way in which we
alocate spectrum.

CHAIRMAN POWELL: Thisisacenterpiece of our own policy. We have a new spectrum task
force we just set up with the express mission of kind of “greenfiedd” examining our spectrum
management policies, our alocations, and trying to come up with a more coherent framework that we
can employ within the current statutory framework. But, more importantly, | think the Commission does
need to see itself as an expert agency that advises other branches of government about the chalenges of
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its policies and about things that may need short, mid and long-term attention.

| think we do need long-term policy. I'm not so sure we need aten year plan. Well ask
Mr. Gorbachev about ten and five year plans. But | do think there is aneed for along-term policy, and
| do think that this task force and some of the efforts that are underway working with your associgtions
and othersis going to take a pretty good crack at that.

MR. WHEELER: Mr. Chairman, we could St here al morning and cover alaundry list of issues. You
are dwaysincredibly forthcoming. We gppreciate very much your coming here and sharing these

thoughts, thinking out loud, if you will, and we look forward to continuing to work with you to tackle
some of these challenges.

CHAIRMAN POWELL: My pleasure. Thank you, Tom.

MR. WHEELER: Thank you, Mr. Chairman



