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Dear Mr. Burtle:

On behalf of AirCell, Inc. (“AirCell”), I am attaching an original and
four copies of AirCell’s regular interim report on its activities under its
experimental license, KI2XCS, for the period of January 1, 2004 through October 31,
2004. Please contact me if you have any questions.

Sincerely,

(VbR ot

David L. Martin
Counsel for AirCell, Inc.
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AirCell, Inc.
Radio Station KI2XCS

Experimental License

Interim Progress Report
October 31, 2004

Introduction

AirCell, Inc. (“AirCell”) submits this report to the Federal Communica-
tions Commission (“‘FCC”) in accordance with the terms and conditions of its
grant of authority to conduct technical tests of its air-ground communications
system. The information below reflects AirCell’s past 10 months of operation
under the experimental license referenced above.

Background

On December 24, 1998, the Wireless Telecommunications Bureau
(“WTB”) granted a waiver of the airborne cellular rule to AirCell and seven
cellular licensees (“Waiver Order"). Since that time, the WTB has extended
the waiver of the airborne cellular rule to additional cellular licensees,
bringing the total number of cellular licensees participating in the AirCell
service to 27. On June 9, 2000, the FCC affirmed each of the Waiver Orders
the WTB granted to AirCell and its cellular licensee partners. See Memoran-
dum Opinion and Order, FCC 00-188 (rel. June 9, 2000). At that time, the
full Commission expressly indicated that AirCell may continue to conduct
testing under the experimental licenses, deploying up to the 1800 mobile
units authorized thereby, wholly apart from whatever commercial operations
AirCell conducts pursuant to the Waiver Orders. Id. at § 51 and n.66.

At the time of the original waiver grant, the WTB limited cellular
licensees participating in the AirCell service to the use of analog channels.
This condition was placed on participating cellular licensees because the
WTB did not believe that sufficient information had been placed on the
record to conclude that use of AirCell’s technology on digital channels would
not cause interference. The Bureau observed that, “[a]lthough it is possible
that the AirCell system does not interfere with digital cellular systems, we
cannot reach that conclusion at this time based on the record [to date] in this
waiver proceeding.” Waiver Order at § 23.



Current Status and New Developments

AirCell completed its laboratory and field-testing of potential
interference to TDMA and CDMA cellular systems, and submitted the results
in its March 28, 2002, Petition For Extension of Waiver (WT Docket 02-86).
These digital tests conclusively demonstrated that the AirCell system poses
an even lower likelihood of interference to terrestrial digital signals than to
terrestrial analog signals. Moreover, as with the tests relied upon by the
FCC in granting a waiver of the airborne cellular rule, the tests show that
AirCell’s system will not cause any harmful interference to terrestrial digital
operations.

AirCell has also continued to conduct its real-world tests using a single
channel (AirCell control channel) at each of 30 cell sites co-channel with
TDMA digital cellular service. These tests have been conducted in strict
conformance with the terms and conditions of AirCell’s experimental license.
All co-channel non-participating cellular licensees have been notified of
AirCell’s testing. These licensees are given specific information, including
the exact location of all AirCell sites co-channel with TDMA channels, and
the exact channel being used. Cellular licensees have the opportunity to
monitor the impact the AirCell channel is having on their corresponding
TDMA channel and can request AirCell billing information to cross-check
with suspected interference events.

As of October 31, 2004, AirCell has not received a single inquiry about
potential interference resulting from the AirCell control channel test, nor
have AirCell or its cellular licensee partners identified any such interference.
Tests will continue and increasing call traffic will provide additional
opportunities for co-channel neighboring cellular operators to monitor for any
interference events.

AirCell continues to work with a range of cellular providers looking
toward third generation (3-G) and other new digital technologies as the next
generation improvement of the AirCell system. AirCell also continues to
work with agencies of the federal government on security applications for
commercial aircraft and for government-owned aircraft used in high-priority
security missions. AirCell continues to sell its system to federal agencies
such as the FBI, U.S. Customs Service, and the U.S. Department of Energy.

* * * *

Over the last 10 months, AirCell has continued to consolidate and
adjust its cell site operations to more closely align them with AirCell’s
customer flight routes and capacity requirements. As indicated in AirCell’s



previous reports, there continue to be NO reported incidents of interference
involving AirCell’s technology. Neither AirCell nor any of its cellular licensee
partners have received any indication from any source that interference is
being caused to any cellular service.





