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The National Telephone Cooperative Association ("NTCA™) submits these comments to
the Public Notice (“NOTICE”), in the above proceeding, DA 97-679, released June 2, 1997.

NTCA is a national association of approximately 500 local exchange carriers ("LECs").
NTCA members are typically small carriers that serve no more than 50,000 access lines. All of
NTCA’s members meet the definition of a “rural telephone company” under the Commission’s
existing competitive bidding rules. Those companies were therefore eligible to participate in the
C and F block auctions that were created to fulfill the mandate to create opportunities for rural
telephone companies and other designated entities. Seventy-three NTCA members bid on the C
block licenses as individuals or in combination with others. Of that number, 31 NTCA members
were winning bidders, either alone or in combination with others bidders in the C Block auctions.
NTCA members also participated in and obtained licenses for the F Block. C block losing

bidders among NTCA members, like many small companies, believe they were excluded during

."w m“,ﬁ s r%d O‘Z/\r/

-..l;"JJ

i i s .

——



the auctions by inflated bid prices made possible by Commission rules that permitted large
entities to own as much as 75% of a bidder’s equity.’
DISCUSSION

The Commission requests comments on several letters that variously ask that it modify
the payment frequency for broadband PCS C and F block licenses from quarterly to annual
installments, suspend installment payments until year five of the license term, extend the license
term to 20 years, modify C block control group rules, allow transfer of C block licenses before
the expiration of the five year holding period with modified unjust enrichment payments, reduce
the principal amount of debt from an average C block price of $40/pop to $15/pop. Additionally,
numerous parties have requested refunds in connection with timely payments made prior to the
Bureau’s March 31 Order suspending the payment of C block installments. The Commission
also requests comment on a Petition for Rulemaking by Cook Inlet Region, Inc. Cook requests
that the Commission lift the March 31 stay and initiate a rulemaking to establish general
requirements and procedures for the disposition of the installment payment obligations.

Section 309(j) (3) and (4) of the Communications Act require that the Commission
balance the public’s interest in use of the spectrum and in recovery of a portion of its value
against the requirement that it craft performance requirements to ensure prompt delivery of
services to rural areas, prevent stockpiling of the spectrum and promote investment in and rapid
deployment of new technologies and services. An unfortunate combination of factors now make

it difficult for the Commission to accomplish all these goals in the context of its existing

! See, Attachment A, Green, Launching PCS, A Long Road, A Bright Future, Rural
Telecommunications, (July-August, 1996).
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regulations. Despite these difficulties, NTCA believes the Commission’s disposition of the
various petitions and requests in this matter must be guided by principals of fair competition and
the Section 309(j) objectives the Commission is required to consider in prescribing regulations to
implement competitive bidding.

One area in which the Commission should immediately apply fairness relates to parties
that made timely payments under schedules that were suspended by the March 31 stay. The
Commission should immediately refund these parties payments with interest to put all licensees
in the C block on an equal footing. Likewise, the Commission should consider applying the
same interest rate to all C block licenses even if licenses were granted at different times.

With respect to the conflicting proposals to reauction or permit debt restructure, including
the deferral of installments to year five of the license, the Commission should carefully weigh the
potential impact of either course before permitting specific waivers or undertaking any wholesale
changes. Reauction has the potential to harm defaulting debtors as well as existing performing C
block licensees whose licenses may be further devalued by substantially lower prices at
reauction. On the other hand, debt restructure, especially on a case by case waiver basis, may
reward defaulting debtors and give unfair competitive advantages to some licensees while others
that meet debt obligations receive no comparable concessions.

NTCA believes that one of the Commission’s primary concerns should be to ensure that
licensees that have met or intend to continue to meet their obligations are not harmed by changed
rules or waivers. In that context, the Commission must look beyond the individual waiver
requests before making any significant changes to the rules that are in place. For that reason,
NTCA supports Cook Inlet’s request for a rulemaking to establish the regulations that will
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govern the payment process in the event that a licensee is unable to meet its obligations. NTCA
commends the Commission for scheduling a June 30, 1997 forum to discuss the issues of C and
F block restructuring and the current capital markets for financing these licenses. In addition to a
forum, however, a rulemaking is required to establish certainty, give adequate notice to the
public and ensure the public that the Commission is not engaging in ad hoc regulation of this
problem. NTCA also agrees with Cook’s observation (citing Chairman Reed E. Hundt’s March
13 statement to the Subcommittee on Commerce of the U.S. House of Representatives) that a
rulemaking will give the Commission an opportunity to resolve the “tension created by the
FCC’s present dual role as regulator of and creditor to the wireless industry.”

The Commission should not delay the initiation of a proceeding. The success of the C
license holders hinges on their ability to proceed rapidly. The public will benefit from a quick
and fair resolution of the uncertainties associated with installment payments.

CONCLUSION
For the above stated reasons, NTCA urges the Commission to carefully consider what

adverse impacts might occur to the public and other licensees from a grant of specific waivers.



In addition, the Commission should immediately place all licensees on an equal footing by

refunding timely payments made prior to the March 31 stay and establishing equalized interest

rates for all C block licensees.

Respectfully submitted,

NATIONAL TELEPHONE COOPERATIVE
ASSOCIATION

David Cosson
(202) 298-2326

By: FE Thameg WM ,
L. Marie Guillory J

(202) 298-2359

Its Attorneys

2626 Pennsylvania Avenue, N.W.
Washington, D.C. 20037

June 23, 1997



RECENT ARTICLES ON PCS REFER TO IT AS THE NEXT GENERATION OF
wireless service, calling it superior to cellulai' and better able to compete
: with wireline. As the rate of wn'eless customers continues to grow 30 per-
cent a year, according to some esnmates, the PCS promise sounds good —
among the traits touted are better quahty and security than cellular — but
thus far, the road to get the service to customers has proven anythmg but
smooth. Rules for the C-Block auction seemed to change regularly, and -
licenses originally expected to sell for less than $10 a POP [per ‘potential
customer] ended up as costly as $30 aPOPin. some markets. : And now that
the auctions have ended, winning bidders f‘f ;funher hurdles, such as
how to finance build-out, clear mcumbents from the spectrum and com-
pete with existing cellular p vxd :
The Federal Commmncatmns Commission &FCC) billed the_ C and F
blocks as “entrepreneur,"'inten ed to gi e so-called de51gnated entities —
rural telephone compame a £

BY WATTHEW W. GREEN JR.
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What about
NTCA members?
How did they fare
amid the scuffle for
C-Block licenses?
Of the 73 NTCA
members that
banded together
with ather PCS
players to at some
point bid on the
licenses, 31 were
successful,
although not nec-
essarily in the
markets they had
originally hoped to
acquire. These '
companies were
part of 19 bidders,
representing
roughly 21 percent
of the total of 89
license winners.
What did these
companics think
about the auction?
And what are some
of the hurdles they must overcome as they put the
bidding behind and embark on the new task ot
getting their PCS ventures off the ground and begin-
ning scrvice in the areas they've won?

Everyone's Designated

Many NTCA members say that by the time the auc-
tion ended, incentives originally intended to give
them better leverage in terms of affording spectrum
had changed drastically. Larger companies were
allowed the same advantages and used them to
acquire spectrum in more lucrative markets.
According to the FCC, the entrepreneur blocks were
intended “to permit smaller businesses to partici-
pate in auctions without facing head-to-head com-
petition from very large companies....” The FCC
defined a small business as an entity that earned no
more than $40 million in gross revenue in the last
three years. It also opened up the C-Block auctiorn to
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entities whose gross revenues in each of the previ-
ous two years did not exceed $125 million and total
assets totaled less than $500 million.

Before the FCC could even begin the C-Block
auction, however, the U.S. Supreme Court ruled in
Adarand Constructors, Inc. vs. Penia that minority pref-
erences in federal programs had to undergo “strict
scrutiny.” The ruling forced the FCC to take a second
look at preferences, such as bidding credits and
ownership structures, it had granted to designated
entities. According to many small businesses, one of
the most damaging changes the FCC made was to
allow all C-Block participants
to use an ownership/equity
structure that permitted a
single investor of any size —
from a mom-and-pop corner
market to a multibillion dollar
bank or telecommunications
company — to hold up to 49.9
percent of the equity in a PCS
venture. In addition, busi-
nesses of any size could own
as much as 75 percent of a
bidder’s equity as long as no
one of these business owned
more than 25 percent of the
equity.

The changes brought big
bucks to the auction table,
and shot spectrum prices
beyond the reach of small
companies. “By the time the
courts ruled, the entrepreneur
that was supposed to be get-
ting all the benefits didn’t end
up getting any,” says Orlean
Smith, Canadian Valley
Telephone Company
{Crowder, OK) general man-
ager. Canadian Valley is a
member of 21st Century
Telesis Joint Venture, which
won 17 licenses in areas in five
states. “We were the guys that
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the auction was supposed to be for, and I couldn’t
afford what the company that won the license in my
service area paid for it. I thought it might go for $4
or $5 a POP; I think it went for $20. Considering
that companies don’t have any infrastructures built
yet 1o carry the service, that’s a lot of money.”

Other factors also may have contributed to the
inflated bid amounts, such as spectrum scarcity and
parking. An entity had to bid a certain amount per
round to remain eligible to continue in the auction,
so in some cases it bid or “parked” money in an area
it may not have wanted just to stay in the auction.
Of course, by doing this, the company trampled the
bid made by the entity leading the pack in that area.
Still, most say that big players” bank books served as
the fuel for the skyrocketing spectrum prices.

“A whole lot of money from a lot of big players
was the single biggest factor in high spectrum
prices,” says Dan Moffat, a principal with Cathey,
Hutton & Associates (Vancouver, WA). Cathey
Hutton aided a consortium of 21 small companies
bidding on licenses in five BTAs [basic trading
areas], but the companies dropped out after being
“blown away” by the high spectrum prices. “When
the rules changed so that large players could back
smaller plavers, a lot of moncy came into the auc-
tion that wouldn’t have otherwise been there. Some
folks were backed by such companies as Sony and
General Electric. There was a tremendous amount of
money floating around.”

The Big Build-Out

Despite such obstacles, telcos such as New Paris
Telephone (New Paris, IN), which partnered with
four other NTCA members and other entities to form
Communications Ventures PCS, won almost the
entire eastern half of Indiana and areas in Ohio as
well. “We had originally intended to acquire BTAs in
areas where we served, but those prices quickly
climbed out of our reach,” says New Paris General
Manager Mark Grady. “Rather than just throw our
hands up and say, ‘Well, that's all we could do,” we
sought out other properties of value in the Midwest.”
Grady says he foresees bringing PCS to the areas
won by Communications Ventures within a year.
Several hurdles stand in the way of that goal, how-
ever. They include finding money and the technical

expertise to help
build out the sys-
tems. “PCS build-
out involves a level
of financing that
small companics
have not had to
deal with before,”
says Grady. “In our
case, we've got $24
million committed
to the license itself, plus we need to find a means to
fund the entire build-out over a fairly brisk period of
time.”

Most companies interviewed expect to build out
and offer services within a vear, a realistic goal
according to Moffat. “1 think they can expect to build
out within a year, but they’ll have to market as soon
as possible,” he says. “Most A and B players will be
building, marketing, and operating by the fourth
quarter of this year. Rural C players have an advan-
tage, however, because A and B companies are going
to the urban areas first for their build-out and mar-
keting. So C players in rural areas can be up in a year
and may beat the A and B players in these markets.”

" Still, setting up shop in rural areas presents addi-
tional challenges. Says Smith: “If you didn’t win in
a big metropolitan area and you plan to serve a rural
area, [ think the start-up costs are going to cat you
alive because the cost of the spectrum was not cheap.
When you're paying that much for something with
no customers, and you've got to build tower sites,
you've got to provide phones to the customers you
do acquire, and you’ve got some potential customers
that may already have cellular service, I just don't
feel like you're going to get enough.customer pene-
tration to turn a profit rapidly.”

“Obviously it’s a numbers game.” says Jimmy
Campbell. “The more customers you have, the better
off you'll be.” As chief operating officer of Central
Alabama Partnership, Campbell did all the bidding
for his group, which won licenses in Montgomery and
Selma. The group is made up of six independent tele-
phone companies, including three NTCA members.
“1 think if the proper strategies are put in place for
build out. turning a profit won't be a problem.” ¢ *¥




NTCA members as well as 1 ; f
auctions for personal co
MHz C-Block spectrum hcenses.

Market license

Bidder: 21st Century Telesis Joint Venture '
Member: Canadian Valley Telephone Company

(Crowder, OK)
Binghamton, NY
Danville, IL

Grand Island-Kearney, NE

Ithaca, NY
Jackson, MS

Kokomo-Logansport, IN
Lincoln,

NE

McCook, NE

Marion,

IN

North Platte, NE
Oneonta, NY

South Bend-Mishawaka, IN

Syracuse, NY
Terre Haute, IN
Utica-Rome, NY

Vincennes-Washington, IN

Watertown, NY

Bidder: Central Alabama Partnershxp, L P 132
Members: Hopper Telecommumcations Company

(Walnut Grove, AL)

Moundville Telephone Company (Mom;dvﬂle, AL) e

Montgomery, AL

Selma, AL

’4 RURR, -

Anderson, IN
Fi. Wayne, IN
Muncie, IN

Population

356,645 § 6902,253
114,241 1,894,256
141,541 . 4,447,500 -
94,097 2,325,003
615,521 18,126,000 i:29.
184,899 3,926,846
309,515 - .:,7657871
36,618 671,962
109,238 ;,374,496 «
80,249 1,549,346

107,742 1,954,539 ,

330,821 13,226,846 - Grove, KS) :
791,140 :: - 16, “"'Emporia, KS
236,968 ; ., Hutchinson, KS
316,633 Topeka KS

93,758 -
296,253

ks Baton Rouge, LA

. Beaumont-Port Arthur, Tx
Hammond, LA :
Lafayette-New Iberia, LA
,I.ufkm Nacogdoches.

L CONMMUNICATIONS

178,808

- 646,736
182,386

LY BUL 0%



ers: S&A Telephone Company (Allen, KS)
agon County Telephone Company

) 63,429 475,500 7.50
aba, MI 46,082 1,257,750 27.29
oughton, MI 45,101 180,375 4.00
44,596 318,750 7.15
33,059 198,356 6.00
79,859 1,252,500 15.68
51,041 929,250 18.21

1dder PVT W'u'eless Limited Partnership

Member: Poka Lambro Telephone Cooperative

70,068 1,174,512 16.76

253,174
34,589
392,901
111,567
213,420

‘155 845 -

4,024,583
650,625
i 4,385,333 -
2,328,084 -
3,658,505
2, 972 333‘ -

Bidder: Poka Lambro/PVT Wireless lencd Partnershlp

Member: Poka Lambro Telephone Cooperaﬁve (Tahoka, TX)
Clovis, NM ' 375,006 5.28
Hobbs NM i 445,506  7.99

................

Bxdder Savannah Independent PCS Corporatmn
Members: Northeast Florlda Telephone Company

Augusta, GA
Waycross, GA”

Bidder: Southern ereless, LP

Member: Hargray 'I‘elephone Company (Hilton Head
Island, SC)
Savannah, GA.

19,875,000 31.54

L :. 630,180
Bidder: Southwest anesota PCS Limited Partnershxp
Members: Halstad Telephone Company (Halstad, MN)
Garden Valley Telephone Company (Erskine, MN}
Lakedale Telephone Company (Annandale, MN)
Willmar-Marshall, MN 123,749 512,011

414
Bidder: Virginia PCS Alliance Consortium

Members: Buggs Island Telephone Cooperative

(Bracey, VA)

Highland Telephone Cooperative (Monterey, VA)

North River Telephone Cooperative (Mt. Crawford, VA)
Pembroke Telephone Cooperative (Pembrook, VA)
Hardy Telephone Company (Lost River, WV)
Charlottesville, VA 190,128 7,415,250 39.00
Winchester, VA 137,549 4,978,500 36.19

Bidder: Western Minnesota PCS Limited Partnership
Members: Federated Telephone Cooperative (Chokio, MN)
Park Region Mutual Telephone Company

{Underwood, MN)
Brainerd, MN 78,465 333,300 425
Fergus Falls, MN 120,167 527,026 4.39

*This information was adopted from Federal Communications
Commission (FCC) records. The FCC states that the data may not be

~100 percent accurate.
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ltu‘»the”manuﬁi:’tu?ev and ask-Can

‘you deliver?”

And what will
build-out cost?
While the actual
dollar amount
1eleos will spend on
build-out depends
on a numser of
tactors — includ-
ing the type of
rechnology used to
deploy the system,
the area the com-

SRP AT pany serves, and
the number of sub-
scribers — companies will have to find the capital
first to pay for the spectrum and then for switches,
interconnection with local exchange companics,
towers, antennas, and other facilities and services.

Many of the larger companies that won A and B
spectrum licenses are looking to vendors to finance
cquipment and infrastructure. Can all the smaller
companies that won C-Block licenses also count on
vendors 1o extend attractive financing arrangements?
Not according to Hank Buchanan, vice president of
marketing for the Rural Telephone Finance
Cooperative (Herndon, VA), who says small compa-
nics are going to be hard pressed o get vendor
financing for their projects. “Most companies
thought that vendors would provide financing
because they did it in cellular — in some inctances
up to 150 percent of the equipment costs,” savs
Buchanan. “{For PCS build-out], 1 believe € -Block
winners are going to {ind vendor financing more
problematic. A lot of these vendors extended quite a
bit of credit to big plavers in the A and B blocks.
such as PCS PrimeCo and Sprint Spectrunt. The
vendors want very much to provide the equipment
for those systems, so they're willing o give ven
tavorable financing terms. But if vou extend oo
much credit, pretty soon rating agencies start to look
at vou. There is a limit to how much credit vendors
can extend. So 1 think they're going 1o look very
closely at the C-Block.”

While vendors may not slam the door on smaller
companies, carcful planning on the company’'s part
is key. Maureen Wavling, vice president, sales, wire-
less networks for Nortel (Research Triangle Park,
NC). says her company would like 1o work with
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license winners in developing overall network strat
cgy and build-out. She cautions, however, that wher
shopping for financing arrangements from vendors
and vther commercial institutions, small teleos mue
bring to the table a “solid” business plan,

Another arca that could hurt simall companies in
financing is license ownership. Unlike A and B play
ers who had to pav for their licenses in lump sunz,
C-Block winners are buying their fieenses from the
government via a 10-year payment pian — one ot
the perks of the entrepreneur process, While thie
government linances the license, however, it holds g
liecn on it as well. Therefore, if the PCS entity goes
bust, fenders won't have anvthing tangible 1o
recover except the assets of the individual companies,

While NTCA members and other small companies
expect success with their PCS undertakings — many
expedt positive cash flow within five vears — they
bid on licenses in groups, set up, in most €ases, as
consortiums, corporations, or limited Hability pari-
nerships. One advantage of such arrangements is
the protection against liability for the individual
companies. Buchanan says, however, that these are
exactly the types of structures with which lenders
are not particularly enamored. “Teleos that want
get into PCSwill have to put a lot at risk in terms of
their own teleos; the PCS [company | is nol going 1o
be the ondy company at risk. The weicos behind the
companics will have to assume risk as well”

Sizing Up the Options

Two other PCS issues telcos face are selecting the
proper technology to deploy to carry the service and
facing a market with a limited supply of available
cquipment.

“1 think the first question you've got to ask vour-
selt is which technology to deploy,” savs Don Bond,
president and genceral manager of Public Service
Telephone Company (Reynolds, GAj, a
member of Enterprise
Communications Partnership, which
walked away with four C-Block
licenses. “That deaision will more ot
less help you decide on a manufac-
turer. Then you gotta go to the manu-
lacturer and ask ‘Can vou deliver?”

ceop
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transmission = in some

four to eight times more tow

More towers

#

tases

ers tu There are sev-
i eral rechnologies
currently used to
deploy PCS. The
four most preva-
lent are: CDMA
{code division multiple access); TDMA (time divi-
sion multiple access); GSM (global system for
mobile communications); and PACS (personal
access communications). Each has its own benefits,
and telcos will have to choose the technology that
best fits their needs.

According to Moffat, the advantage of GSM is
that it can be “rolled out quickly” On the other
hand, if cost is a major concern, PACS may be a good
choice. Why? “1Us cheap,” says Moffat. He also
notes that it’s basically good for fixed wireless local
loop, “walk around town™ or low-mobility service.
In addition, it costs about 50 percent to 75 percent
of what CDMA docs for build-out. Controlling costs
and ceffective local marketing, he explains., are going
to be key for success in PCS. “If rural telcos have to
install a new switch and a bunch of radio sites at a
quarter million dollars apiece and spread the cost
across a relatively small group of users, it’s not going

H B

cover the same area.
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to be very cost effective,” he says. “That [being cost
clfective] is one of the biggest challenges rural telcos
face in rolling out services.”

CDMA proponents say the technology is more
fraud-resistant than GSML According to Moffat, it
probably offers the best solution in terms of the
number of users you can put in a cell. Moftat esti-
mates that about 60 percent of the fndustry is com-
mitted to COMA and 40 percent to GSM. CDMA is
about a year behind GSM, however.

Stll, some companies aren’t hooked yet on any
one technology. Stuart Hamihon, who did the bid-
ding tor Meretel Communications, L.P, a Louisiana-
based group comprised ol such companics as East
Ascension Telephone Company (Gonzalesy and
Mercury Cellular Paging, a subsidary of Cameron
Communications Corporation { Sulphury, savs his
company is still determining the right techinology
use but sees no clear-cut leader.

And cost may not be the primary concern on
telcos” minds, either. “Don't misinterpret this,” says
New Paris’s Grady, “but U'm less concerned about
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the pricing than I am about the features that ven-
dors are going to have available for our subscribers. 1
think getting into this business is going to require a
small company to develop some vendor relationships
that they didn’t have before. Very few small compa-
nics have cver needed to purchase billing and sup-
port systems for such a potentially large group of
wireless subscribers.”

Further, with A and B players currently setting up
shop in larger areas, some telcos worry that such
necessary equipment simply may not be available
any time soon. “I think that availability of switching
and transmission cquipment is going to be some-
what critical because the larger markets are going 1o
rake up all the manufacturing capacity that exists,”
says Grady.

Don Bond agrees: “I think they [A and B win-
ners| have placed their orders with these manufac-
turers...and that means they have locked up all
manutacturer slots until Christmas.”

[n addition to equipment, Grady also believes
there will be a lack of available expertise for telcos to
employ in technical, marketing, and management
arcas as well. Moffat disagrees. “There are lots of
people standing around wanting to help them, for a
price of course.”

Finding a Place to Put it All

Another imposing challenge for teleos in the build-
out stage will be o find suitable tower and antenna
sites and to vbtain zoning approval for them,
Because PCS vperates on a higher frequeney than
traditional cellular, signals don’t travel as far As a
result, more towers are needed for transmission —
in some cases four to cight times more towers Lo
cover the same area.

“some cities in the state [Alabamal have already
required co-tenants on towers,” says Jimimy
Campbell. “In other words if you put up a tower, you
have to build it so that it can accommodate at least
one more tenanm and you have to make it available
to anvene, including competitors. That alone almost
cuts the number of towers in halt”

Most people herald the convenicncee of wireless
service, and the numbers show people want it Some
NTCA members, however, fear they may encounter a
“not-in-my-back-yard attitude” from residents who
simply don’twant so many structures around their
LOWIIN.



Meretel’s Hamilton says his company dealt with WE would Ilkﬂ t‘ﬂ
the tower issue before in is cellular operations. He

adds: “Not all the antennas will be in towers. A lot thank Nortel

of thew will be on buildings or on poles ar smaller (RESEG[Ch
Triangle Park, NC)

Clearing the Path to Service for supplying us

Some areas already have incumbent microwave reference
users, mostly municipal governments and agencies materials for the

that use the sane frequency of spectrum now handset and
owned by C-Block users. Both parties yenerally

cannet use the spectruin at the same time without antennas that
cncountering tansmission interlerence, so €-Block appear on the

structures that should be fess disruptive to local arcas.”

winners may have e contend with moving the
incumbents. Stories already abonnd about incum- cover and
bents that would incur costs of $1 million o relo- thmughnm this
cate, but wher negotiating with license winners, ask artiel
for $5 million. Who bears the cost? The teleo may article.
have o, The FCC previousdy adopted rules regarding
spectrum clearing. They include setting up time
periads to negotiate refacation and mandating that
license winners move incimbents w “comparable”
Or “superior” avstems,

The FCC is considering changing its rules on the
issuc. It plans. among other things, to address
whether: 1o darify the delinition of “good faith”
negotiations, which sorme tcense winners are
already holding with icumbenis; to clarify “compa-
rable” facilities; 10 place a time limit on PCS
licensees” oblizations o proside comparable facili-
ties, and to adopt ¢ strategy that would allow PCS
licensees thar incay relocation costs to be
retabursed tora portion of the cost by other license
winners that alse benetit from the dearance of the
spectrum. “1 think iU vou sit around and wait on the
FCC, that's ol thatll ever happen,” says Warren
Catlett, who did all the bidding on behalf of Virginia
PCs Allilance Consortiam. Comprised of 10 1elcos,
including five NTCA members, this group won bwo
licenses in Virginia and is awaiting FCC approval on
its partitioning agrecment with PCS PrimeCo 1o pick
up tive mord livenses i the state, “We're talking

with people whe are atready asing the spectrum and
trving to devide the path to proceed,” Catlett added
LN I’
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“...1t's going to hoil down to

product. That's what's going to

differentiate the services.”

Grady says he doesn’t see microwave relocation
as a problem in his arca: “We've had some good
discussions with several of the entities in our arcas,
most of which are broadcasters. They've been gener-
ally responsive.”

“I think the arcas along the Gulf Coast will have
the toughest prob-
lems,” says
Hamilton. “That's
where you have
the highest con-

mﬂkatlﬂg a“d pa(:kaging ﬂ' the | centration of

microwave.”

The Cellular
(uestion

Industry pundits
bill PCS as the

future of wircless service. Unlike traditional cellular,
which is an analog service, PCS is entirely digital,
offering better quality communication, better secu-
rity against fraud and cavesdropping, and smaller
and lighter handsets that are not only expected to be
cheaper but include such features as a sleep mode
that can prolong battery life of a single charge of up
to 100 hours. Do members sce these factors as giving
PCS an edge over cellular? Perhaps, at least initially.
Mast say the two will work together.

“I think that PCS is going to complement cellu-
far” says Orlean Smith. “A lot of people are going 1o
have two phones or a dual-modce phone that allosvs
them to use cither PCS or cellular”” He savs that
because cellular offers more roaming ability than
PCS, at least during the next few vears, cellular has
an advantage: “Cellular already has svstems in place
that allow you 1o travel from once arca to another
and use the phone. Until PCS gets 1o that point,
people using PCS phones will not have that advan-
tage. With PCS, if people in Latavette travel to
Dallas, they may not be able to use their phones
because PCS providers don't have roaming agree-
ments in place. And that's not going to come
overnight. I think it take at Teast five vears. That's
how long it ook cellular”
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“In the context of traditional cellular, PCS will be
superior,” says Catlett. “But that may change in
about tive years. [ think the technology will be
transparent in the frequency, whether ivs 2 GHz or
800 MHz. It’s going to boil down to marketing and
packaging of the product. That's what's going to
differentiate the services.”

Isn’t PCS sup-
posed to be less
expensive? “Yes,”
says Catlett. “But
the Tower cost to
the end user will
be driven less by
technology or the
inherent cost of
cellular vs. PCS
than by the market
reatities of muli-
ple competitors.
When you hear
people say that
PCS will be
cheaper because
it's digital, I think
that's baloney”

Into the Future

Despite the hur-
dles they've
already encvoun-
tered — and those
stiff to come —
most members see

a bright future
ahcad for their
PCS projects.
Ravmond
Henegan, veneral
manager of
Caneron
Communications,
which currently
offers cellular, savs
his company got
mto the auction
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to become a “total” telecommunications provider.
“We don't care what the competition offers, we can
now offer PCs, cellular in place of PCS, and wircline.
Therefore we feel we have the best edge.”

Says Gradv: “We felt it was strategically impor-
tant for us 1o establish an operating system to diver-
sify the portdolio of our business ventures. We're
alsoin the cable TV business, Internet services, pag-
ing, voice-mail, and conferencing, just about every
aspect of service that conceivably exists..awve just
viewed this [PCS] as a logical extension.. We felt
that it was s worthwhile investment, and T continue
o belicve that”

“We got tito it in case something big happens,”
says Smith, We didn’t want to get left out com-
pletely. 1owasn’tsomething we went into saying,
“We're going to make money at this.” Wwe cotinto it
to cover our backs.”

"W wat involved firse because we wanted 1o
protect and diversify our services, <o that we could
protect whnit has fed us for the past 50 years,” says
Campbeli “wWe see it as a pretty good investment.”

Down the road, Campbell notes: “we'll be able o
offer notoniy high-mobility wireless services but
also, at sore point, to concentrate heavily on wire-
less Tocat loop or Tocal loop replacement. At this

point, ihe opportunities appear endless.” 8

02 dese

slavin Nashville, and additional educational semi-
sars are adrently being developed.

The common denominator in all these efforts is
prosiding better service to our members. Small and
aural teloos must be proactive —- not only meeting,
SUbscneers needs, but anticipating them and con-
duvtng ther operations accordingly. So oo muss
HHE e n  on Constantiy examine s efforts and
develor e programs 1o keep our members on the

g cdees WeTll e vor S ow more about these R L
Sategic iritiatives inche coning onths Iy the ,

Teantime enjov the canne-

n
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