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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. Ofthat 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



the auctions by inflated bid prices made possible by Commission rules that permitted large

entities to own as much as 75% ofa bidder's equity.l

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 3090) (3) and (4) of the Communications Act require that the Commission

balance the public's interest in use ofthe spectrum and in recovery ofa 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

I See, Attachment A, Green, Launching pes, A Long Roati 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.
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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

By: !kL~
David Cosson
(202) 298-2326

By:d.9J~~/
L. Marie Guillory
(202) 298-2359

Its Attorneys

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

June 23, 1997
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RECENT ARTICLES ON PCS REFER TO IT AS mE NEXT GENERATION OF

wireless service, calling it superior to cellularand better able to compete;'

with wireline. As the rate of wireless customers continues to grow 30 per

cent a year, according to some estimates. the PCS promise sounds good

among the traits touted are better quality and security than cellular - but

thus far, the road to get the service to~tomers has proven anything but

smooth. Rules for the C-Block auction seemed to change regularly; and
':~X,w:,'~"'- ':'-'i_:_:'~_'_' .' ,

licenses originally expected to sell for less thari$10 a POP [per potential

customer] ended up as costly as $30 "'POpiP~~e markets. Arid now that
",:' :":r~;~,*~:,';'-' .>:~t:, ':~"'-_,";",,: ," "

the auctions have ended, winning bidders f~c~}urther hurdles, such as

how to fmance build-out, deatincumbents'from the spectrum, and com

pete with existing cellular Provid""
: j>- ~l''1;~:)_1'~,~

The Federal CommunicatiOns Co Arc;:q billed the C and F

blocks as Uentrepren~:}tii~d&t.· cil designated entities -

rural telephone compani.es;\~'tl~tities owned by women
;<....), ':~.

and minorities - a chance ealong with big players,

such as AT&T and PeS "earlierauctions for

licenses inbl6cksAand . .......• .. . ". .'()~k:out as p§hed, h~w-
ever. MaI1rsi~that the,3i~:~".~F~,~J'c;indude in thes~
game came ..Hi> short. Why? Bigcompmnes u~loopholes and ~amped .

, -:'~'-';;~:'~~.'~~~J''''':'_';':'''''''_'<'' ~. "'-'>'>"',',:.L: '",_:"<,,:!",',i:I_:;.. ,,,,-'-~:,'P·f~(:'3:>-,"':'! ",'.' ",:~::~),<': '-: '

laws andiW~ toget'into the C-Bl()(:1dluciiOQ,and accessed bi~dirig credits
, ,-~";~;;;;r?:i:';" "-, . "'i-~"~ - -' ',:>' ;~:y":',:~?,-" ," "J>'-:~': i;,~d:-.:i:': 3~''''i-~:~'hi;~::',~:~~',,· ~:\ '-'j~ ,: ' ,

and other.' 'ks Congress intended for, designated entities.•••~
, : , -~,J



•.• pes

What about
NTCA members"
How did they fare
amid the scuffle for
C-Block licenses"
Of the 73 NTCA
members that
banded together
with other 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,
represen ting
roughly 21 percent
of the total of 89
license winners.
What did these
companies think
about the auction 7

And what are some
of the hurdles they must overcome as they put the
bidding behind and embark on the new task of
getting their PCS ventures off the ground Jnd begin
ning service in the areas they've won7

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 auction 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 (-Block
auction, however, the U.S. Supreme Court ruled in
Adarand Constructors, Inc. VS. Pena 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 2:5 percent of the
equity.

The changes brought big
bucks to the auction table,
Jnd 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 21 st Century
Telesis Joint Venture, which
won 17 licenses in areas in five
states. "We were the guys that



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 $S a POP; I think it went for $20. Considering
that companies don't have any infrastructures built
yet to carry the service, that's a lot of money."

Other factors also may have contributed to the
int1ated 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 2 I 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 players, a lot of money 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, teleas such as New Paris
Telephone (New Paris, IN), which partnered with
four other NTCA members and other entities to form
Communications Ventures pes, 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 companies
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 year, a realistic goal
according to Moffat. "I think they can expect to build
out \vithin a year, but they'll have to market as soon
as possible," he savs. "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 eat 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.
"I think if the proper strategies are put in place for
build out, turning a profit won't be a problem." •••~
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Market license

Bidder: 21st Century Telesis Joint Venture'
Member: Canadian Valley Telephone Company
(Crowder, OK) .
Binghamton, NY 356,645 $ 6,902,253
Danville,IL 114,241 1,894,256
Grand Island-Kearney, NE 141,541 4,447.500
Ithaca, NY 94,097 2,325,003
Jackson, MS 615,521 18,126,000 .
KokomO-Logansport, IN 184,899 3,926;846
Lincoln, NE 309,515('7,657,8-71
McCook, NE 36,618671,962
Marion, IN 109,238 ,2,374,496'
North Platte, NE 80,2491,549,~

Oneonta, NY 107,742 1,954,539
South Bend-Mishawaka, IN 330,821 13,226,846
Syracuse. NY '791,140, l~.914,ooo

Terre Haute, IN 236,968 5~344,596

Utica Rnme, NY 316,633,:6l'750.000
Vincennes-Washington, IN 93,758,,';\~480~&9
Watertown, NY 296,253: ,,t:+:flJ64,7,250.,

,",,-,<",'

'; ...;",/t:?,~f

Ridder: Central Alabama Partnership, L.P.i32 . ',il
Members: Hopper Telecommunications Company
(Walnut Grove, AL)
Moundville Telephone Company (MO~dvil,le,AL).
Ragland Telephone Company (RaglaJ1~'AL)!;:~,. .i::Al:
Montgomery, AL 440,74 93~SO :.i':<~O.61

Selma, AL 74,4" ·.;\f5.94:
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*This information was adoptedfrom Federal Communications
Commission (FCC) records. The FCC states that the data may not be
·100 percent accurate.

4.25
439

19,00
36.19

333,300
527,026

19,875,000> I ')'1

78,465
120,167

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

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
Winchester, VA 137,549 4,978,500

Bidder: PCS Limited Partnership
Members: Halstad Telephone Company (Halstad, MN)
Garden Valley Telephone Company (Erskine, MN)
Lakedale Telephone Company (Annandale, MN)
Willmar-Marshall, MN 123,749 512,011 4 .. 14

Bidder: Southern Wirel€~ss.

Member: HalfgJray'Te~lel)h(meComp~y (Hilton Ht~ad

Island, SC)
Savannah, GA

7.50
27.29
4.00
7.15
6.00

15.68
18.21

16.761,174,512

475,500
1,257,750

180,375
318,750
198,356

1,252,500
929,250

70,068

63,429
46,082
45,101
44,596
33,059
79,859
51,041

Michigan PCS Consortium, L.L.c.
S&A Telephone Company (Allen. KS)

agon County Telephone Company
nagon,MI)
",M!
ba,MI

'ghton,MI
"liMoWltain, MI
'nwood,MI
, ,quette, MI

t Ste. Marie, MI

, ,;':':': -",J,- ,.' ,~,}",:':;[""\.~~.:",,,,_'::':?;'., >~:':;":.;!{'.::'-r::;~F ,~-t:'e'>I' ,~:<~:;;::::"\:~' '::'r'-A:,';',<.

Bidd~~~"p~~"~b~~iPVT\v~i;~~'ii~t~d'p;n;:~;;hip""""'-""".

Member: Poka Lambro~elepho~~lfltive(Tahoka, IX)

Clovis, NM " ".".", ",i,/" ',. 71;024":::, '375~OO65.28
Hobbs, NM ')".;1":,\;.:1.::£\" 55,765"~'r, 445,506 7.99

...:. i.:.': ....•...;•.. ;.•~::•.r.::.:1.i:!:~~~;1:?:~t.::..~:;:':~l~:.~f;~,:tJ£;::. :£!..;2..t~.,:~:{.: _ .
Bidder: RTCommumcations ?"" i'~·\~W;.;' ,<:'>1i~""

Member: RT Communications (Worland,WY)91i
Riverton, WY:;.~i,(·;;·.. >t· ·,46;859'>l£t~'k1:;.i;398,250 8.5q:,.~ .

.. ~ :~.~.:~' :LL~L.~. .:~,~'i~~;~:~~:;L:~:ft1J:~~~:st~~:~?~L~;~~:}~,::~' : ~: ,.;.~~r
Bidder: Savannah Indepe tPeS Co1'poration·~,;. ,j;
MeDlbers: Northeast FlorldaTe~ephW?C:~l>anY,wi J~

(Mat;:denn~FL) ·"'tzq";(~«~;f:?~0~·'t~~ii*;'4'~{;"••• ····
Ringgold Telepho,ne Company (Rln.sgo1d;GA.)·'::i'i'·· •

. . 521,822 .···.·t, 13,067,;250'" '25.04
99,034:"'Ni\)~ 576~750. ",5.82

.:",<: .. , ..;.,-:;
~.1l'~":.'._'~""~.":"~''":.''''''.'':~.,.:'' 4 ••• •• u • •••• • •••••••••••••••• • •••••••• u ••••••••••

: Poka Lambro PCS
, ember: Poka Lambro Telephone Cooperative
iaiio.ta., TX) 0",; ,
Weile, TX ",'~, '253,174 4,024,583 15.90

,.,<,ig~p~g;,,·, 34,589 650,625 18.81
\.lubboCk,TX 392,901 4,385,333 IJ.l6
,iMJd1b<t:' ,'}r:r 111~567 ,,2,328,084 ,'20.87

Odessa, TIc ,> 213,420 ",;> 3,658,505 .;,17.14
San Angelo, TIC '155,845 ',"',. 2,972,333 19.07
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.. .pes

And what will

build-out COSl'

While the actudl

dollar amlllllll

1elcos will spend un

build-out depends

<1n a num:1Cr of

factors - inLlud

Illg the lvpe ut

lechnologv uSl'd to

deploy tl1\' sysll:m.

1he area tl1(.' C'lIll·

pany sen,'s. and

the numLJc oj ,u\'<
scribers - companies will have to lind the.apital

first to pay for the spectrum and then for switches.

interconnection with local exchange companies.

towers, antennas. and other facilities and SlTvrces.

rv1any of the larger companies that vvon\ and B

spectrum licenses arc looking to \'('ndors to finance

l'qulpment and infrastructure. Can all the smalkr

cOlllpanies that won C-Block licerhes also li)Unt lln

\'endors to extend attractive finanlll1g arrangementS'

"Jot according lo Hank Buchanan. vice prcsldent of

marketing lor the Rural Telephone Finance

Cooperative (Herndon. VA), who SelYS small compa

nil's arc going to bc hard pressed t,) get \'cndm

linancing for their projects. "Most cumpani,'s

thought that \'l'ndors would provide finanllng

bccause thev did it in cellular _ .. ill SOllle in·tel/1Cl'S

up to 1SO percent o! the cquipmellt costs," '·ays

Buchanan" [For PCS build-out \. I believc ( . BlOCK

winners are going 10 lind vendor flIlancing morc

problematic. A lot III these vendms eXlended quite a

bit 01 credit to big players in the A .md B bllllks.

such as pes PrimeCo and Sprint Spectrunl. fhl'

vendors want very much 10 providl' the l'qUipIllC'I1t

lor those systems, so they're willing 1ll gl\'('"'r,,

favorable financing terms. But if VI IU extend lOll

much credit, prelty soon rating agencies sta:'t t<1 look

at vou, There is a limit to how mUl h credit \endors

can extend. So 1 thinK they're goil1g to lOOK W1\

closely at the C-Block."

While vendors may not slam thl' door on smallel

companies, careful planning on the company's part

is key. Maureen Wayling, vice preSident, saks. \\ile

less networks for Nortel (Research Triangle ['ark,

~C), says her lompany would like to work I\ith
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license winners in de\'eloping overall netwmk strat

egy dnd build-out She cautions. hO\'.l'\'eL Ihat Iyher:

shopping lor financing arrangemellb trum vend< 'I',

and other commercial institutions, small tdcos !lith!

bring to the table d "solid" busincss plan

Another area that could hurt slilali llimpanies 11

financing IS license ownership. Unlikl' ,..\ and B plel'

ers who had lo pa\' for their license', In lump "Ull..

C-Bluck winners are buying theil Illcnses fwm till

government via a j O-year paymenl piall -- OIll'

the perks 01 the elltrepreneur prOll",', \Vhile the

governml'nt finances the license. ho\\'evL'L it hollis d

lien I,m it as well. Therefore. if the f'CS cntity goe',

bust. lenders won't have anything tangible tll

recover except the assets of the individual compames.

While 1\TCA members and othn small companies

expect success with their PCS unckrLlkings --- mally

exped positive cash flow within fin' \'ears-- they

bid on licenses in groups, set up, 111 most cases, as

consortiullls, corporations, or limited liabilily pan

nerships. One advantage of such arrangements is

the prolL'ction againsl liability for the individual

cOIllpanies. Buchanan savs, howe\ LT. l bat these arc

exactlv the types of structures Wilh which lenders

ate not particukll'lv enaIllored, "Tdcos thal \">ant to

get illto pes will have to put a lot elt fISk in terms oj

their own tdcos; the PCS [compaIllj is llot going 10

be the on Iv company at riSK. The leilllS behmclthl

(olllpanies will haH' to assume risl, ,I'> (Yc'll"

Sizing Up the Options
Two (lther pes issues telcos face are sckcring ttll'
propel technology lo deploy to carrv the service and

lacing a marKet with a limited suppl\ IIf available

eqUlpmcnl.

'" think the first ljuestion you've got to ask vour

sell is which technology to deploy'- '"lVS Don Bond.

presidcnt and general manager of Public Service

TelephoIle Company (Revnolds, C:\ I, d

memllL'r of Enterprise

Communications Partnership, which

walked away with four C-Block

licenses. "That deusioIl will more o[

less help you decide on a manufac

turer. Then you gotta go t(l the manu

lacturer and ask 'Can vou deliver'".. ·~



··'~'t~,.:··r:·:':Y~~,::,',~,f,:~t?:""::,:~)~;:0;;i~~F':;:i':~:;~0~1,~,~:"~':j';~?~~?~,''''::;'~~'';?;':-::~~'~

MoreJRwgrs'a'reneededJor,Sit.')
, .. t'r ·'·c,:i·'~l:;iri} .' . ., ;',$~$il

transmissionTlnsome;cas'es :i

four to eightlim?tlffi~f~ttgweriyo I
I!' .... >".,., i.

cover the same area. '

· . .pes

There arc sev

eral technologies

curreIltly used to

deploy pes. The

four most preva

lent arc: CDM.L\

(code division multiple access); TDMA (time divi

sion multiple access); GS,'v\ (global system for

mobile communications); and PACS (personal

access communications). Each has its mvn benefits,

and telcos will have to chouse the technology that

bes t fits their needs.

According to Muffal, the advantage of GSivl is

that it can be "rolled out quickly." On the other

hand, if cost is a major conc'ern, PACS nlai be a good

choice. Why' "It's cheap," says N\offat. He also

notes that it's basically good for fixed vvireless local

loop, "Ivalk around town" or lovv-mobilitv service.

In addition. it costs about 50 percent to ;'5 percent

of what CD]\;\A does for build-out. Controlling cost,

and effective local marKeting, he explains, "He going

to be Key for success in PCS. "If rur"l1 telms have to

install a new slvitch and a bunch of radio sites at a

quarter million dollars apiece and spread the cost

across a relatively small group of users, ii'S no[ going

to be very cost effective," he says_ "That Ibeing cost

effective] is one of the biggest challenges rural telcos

face in rolling out servicl's."

CD,vlA proponents say the technolngy is more

fraud-resistant than GS,\\. According to ,\Iotral, il

probably offers the besl solulion in term, of lhe

number of users you can put in a cell. i\lonat esti

mates that about 60 percent of the induSI ry is COIll

mitted to CDMA and 40 percent tn GSM. CD,\lA i,

about a year behind GSM, however.

StilL some companies aren't hOOKed yl't on anv

one technology. Stuart Hamiltun, who did the bid

ding fur Meretel Communications, L.P., ,1 Louisiana

based group cnmprised 01 such cOlllpanil's as EaSI

Ascension Tekphone Cumpany (Conzalc,) and

l\\crcury Cellular Paging, a subsidMy uf ( dl1llTUn

Communications Cmpmatil)]1 I Sulphur). ,avs his

company is still determining the right Il'chnn!ugl tll

use but sees no dear-e'Llt leader.
And cost may nUL be lhl' primarv Cnnll'lrl OIl

teleos' minds, either. "DOll't misinlerpret this," says

New Paris's Grady, "but I'm kss cnncerlll'll ,1bout
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the pricing than I am about the features that ven

dors are going to have available for uur subscribers. I

thinK getting into this business is going to require a

small company tu devclop some vendor relationships

that they didn't have before. Very few small compa

nies have ever needed tn 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 wurry tha t such

necessary equipment simply may nut be available

any time soon. "[ thinK that availability of switching

and transmission equipment is going to be some

Wh,lt critical because the larger markets are going to

laKL' up aillhe manuLllluring cap,llity Ihat exists."

says Grady.

Don Bond agrees: "I think they [A and B win

neh I have placed their orders Ivith these man urac

turers ...and that means they have locked up all

manufaclurer slots until Christmas."

[n addition to eLjuipment, Grady also believes

there vvilI be a lack of available expertise for telem to

employ in technical, lllarketing, and management

areas as well. Moffat disagrees. "There arc lots of

people standing around wanting tll help thc'[1I. for a

price of course."

Finding aPlace to Put it All
AIl')thn imposing ch,lllenge for te!cos ill till' build

llUl stage will be to find suital,k lower and antenna

sites and tll llbtain zonillg approval for lhl'lll.

BeC,luse PCS llperate, Oil a higher frequell'Y than

traditionalccllular, signals don't travel as Lu As ,1

result. more [()\vers arc needed for transmi,sion -~

in Sll!lle cascs four to eight limes mort' tmvers to
cOV,'r the saIJle area.

"Some cities in the state [Alabama] have already

required co-tenants on tllwers." says JirnIJlI'

Campbell. "In Ilther words if you PUl lip a t\llver. you

have tll build it so th,lt il can accOIJlmOd,llL' at kast

one nwre lenam alld t'ou hal'e to makL' il alclilablc

to anvonl'. lnLluding competitors. That al,H1e almoe;t
cuts thl' nUll1ber of towers in haiL"

,\Iost people herald the convenience Df \\irde,s

sen icc. and the [HlIllbl'rs show pellplc W,1Ilt It. S(llllC

NTCA lllembL'rs, hDI\'l'\l'r, fear they lllay ellc(JUnlcr ,1

"nol-in-IJly-back-yard attitude" from residellts who

simply don't Ivanl so IJlany structures arlllllld their
t(l\V1lS .
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Meretcl's Hamilton says his company dealt with
the tower issue bdme in it', l-cllular operations, Hl'

adds: ":'-iot all the ,1 11 1l'1]!Jd" williX' in tD\vcrs, F\ lllt

of them will be, In building" m on pole" Ur smaller
strUltt:lcs that s!1(ltild be' i,'" disnlllll\l' to (ueal arl"ls, "

Clearing the Path to Service
SU!T1C areas ,dread: bdVC :nlumLwnl lIJiLT<J\va\ C

users, il1ostl~' ll'unlclp,J! ~:()\\,'rnnll'nts clnd agcncies
that the the same frequelllv of spectrum now

owned b) C-Bl<lck user" I10lh pdrtil'S gl'lwral!v
C,lIl11('1 usc thl' SPl'l t:Ull .it Ihe S,lnll' rime' without
encounteriIlg \ ,1l1s:lIi',si,lll :Ilkrll'n'lIce, ',(l (-Block

winnl'rs m,l\ h ln' ( C(.\l le'lHI \\)[h nl<l\ing Ihl'

incurnbellts, S:urlC'-, Jlr,'.I<I\ abound dbolll inClIl11

bent'- that \\llLid lI'ilur \' ,',t-, 01 S r miliioll to rdo

ute, !'ut \\lwr Ill'::oti,l:lll:"; wit!: lic','lhe winIlers, ask
for $) lllilli(ln Who hl>'];' Ihl' (:1st' Thl' Iclco 'lUI'
have 1(1. Thl' f:,', FIl:lioil"!V ad<lpted ruks rl',c:arding

Spel'l!lI!T1 clealin!-, Thn include sellinI' lip time

periods tll IlL'g,ni"ll' n:i<lcltIOil ,lilt! lIJJnd,lIing that
license' winneIS m'l\(, in(ullllwnls '0 ''llllUpclral'iL'''
m "superim" ,\ stl'ms,

The FCC is LllI1,idl'lil\~ chan~in~ its ruks on the
issul It plans ,l[nOlhi l>lhl'llhil1gs, til address

whether: tll llarill ;he ,kliniti"li 01 "go(ld 1,11Ih"

negotiatioIls"lhi,I, \1/[11l' liccll'c WIlHll'IS ,He'

aiIe,rdy hllidiIlg 1\ i:h il1lumlll'IllS; til d,lIilv'CUlllpa
rab!<''' Llciliti,'s, III plan' ,1 time limit OIl PCS

licell"xs' (1I'I:":,111ill\' \' prc)\ ilk CI\lnp.Hclh\c I'acili

til'''' ,lnd lil ,1d'lpt ,: 'tl-,llL'g: th,ll WIlllld ,lllo\\' pes
licensees th'll iIllllr ieJ,I,alion ((),r-; til IlL'

reimbursed i'l[ d P(lItiOIJ 01 the co'! hv Ilthellicensl'
winnl'1's thill ,llsl' he'l1('iit from [he ciL'arclllCl' of the
SIlL'( trum, "1 think it I "ll sit Mound ,1Ild W,llt Iln till'

Fe:<, thaI'S d,lth,ll'll ('\C.'! happen," S,l\S W,Hren

Catlett, who did ,111 th,' llidding (11\ hdr,llf or Virgini,]
PC'. AIliaIlLL' (:,II1",l!11 III (()ll1pri,,'d (111) tl'l,os,

including fill' ~"'( .. \ r:lt'm!JCI', thl.; grilup \\on lIl(1

1i"'llses in V,rginia JIld is ,1\\diting [~CC approval on

ils PcHlililHling ,l!-'Icellll'nl \\ith pes PrimeCll to pick
up Iill' m'lrl liu'nsl", 'II the '-t,llc', "Wl,'rl' Lllking
Ili!ll pellpk \\'h(1 ,lIe' ,dread\ <ising the' spl'ltrUIl1 and
tl'\:ng tll d,', idc' till' 1,):11 10 p:"l('I'I1." (',llkt! ,llided......

We would like to
thankNortel
(Research

Triangle Park, NC)

for supplying us
reference

materials tor the
handset and

antennas that
appear on the

cover and
throughout this

article,



·. .pes

!RURAL TELECOMMUNICATIONS' JULY/AUG 1996

Grady says he doesn't see miuowave relocation

as a problem in his area: "We've had some good

discussions with scveral of the entities in our areas,

most of which Me broadcJsters. They've been gener
ally responsive."

"1 think the Jreas altlflg the Gulf Coast will haw

the toughesl prob

lems," says

"... It's going to boil down to Hamiltoll, "That\
where you hJve

the highest con-

marketing and packaging of the ' centration 01

Industry pundits

bill PCS as the

future of wireless service. Unlike traditionallellulac

which is an analog service, PCS is entirely digital,

offering better quality communication, better secu

rity against fr':lUd and eJvcsdmpping, and slll,11ler

and lighter handsets that are not oIlly expeeled to be
cheJper but include such features as a sleep mork

that can prolong battery lite of a single chargl' of up

to tOo hours. Do members sec these factors as giving

PCS an edge over cellular.' Perh,lps, at least iniliallv.

'\'\ost SJY the two "sill work together.

") think thal pes is :,.:oing t() LompleI11enl cellu

lac" S,1\S Orlean Smith. "A lot of people are gning to

have two phones or a dual-mode phone th':lt allows

them to use eithcr PCS or cellular." He says that

because cellular otTers more ro,1min:,.: ability than

PCS, ilt least during the l1L'xt lew vears, cellubr he1s

iln advantage: "Cellular alreJdv has svstems in plclCl'

thelt allow you to trJvel from nne area to allotl1l'r

and use the phone. L:ntil PCS gets to that point.

people using pes phnnes "villno\ hJ\e that ,khan

tage. With PCS, if people in Lafayette tra\el t'l

Dallas, they may not be able to LISe their phoncs

beG1USl' PCS providers dU[1't haH' roaming agree

ments in place. And thaI's not going til come

overnight. I think it'll take at Jctlst fi"'e years. fh,ll's

hu'tV long it tnok cellultlr."

Into the Future

"In the context or traditional cellular, PCS will be

superior," says Catlett. "But that may change in

about tivc years. I think the technology will be

transparent in the frequency, whether it's 2 GHz nr

.soo tv1Hz. It's going to boil dO'tVn to marketing and

packJging Dr the product. Thal's what's going to

differentiate the sl'l"viccs."

Isn't PCS sup

posed to be les s
expensive) "Yes,"

says Catlell. "But

thL' 1U\\cr cost to

lhe end user \vill

be driven less by

tcchnology or Ihe

inherent cost Dr

cellular \s. pes
than by the market

reaiilie, of lllUlli

ple ulmpetitors.

When you hear

penple say that

pes will be

cheaper because

iI'S digilaL I Ihink

thell'S b,lltll1l'Y"

IkspitL' the hur

dles thev\e

,1Irl"1lh l'I1U)Un

tLTed- tlild II!(lSe

still ID Cllll1e

fl]nst mell1bers sec

c1 bri:,.:ht 11Itllre

tlhetld fnllheir

!'CS pmjl'cts.
R,lVIl!(lIHI

tll'nl'gall, ,~l'nerJl

Illandger ill

C1111L'l()n

COIl1Il1 U!l ica Iions,

which cUJrl'nth

olkrs ceilulaL says

his C()ll1panv gl)l

iIlln t hl' a UCI i'l!l

I11lUOWa\e.

The Cellular
Ouestiondifferentiate the services."

product. That's what's going to



10 bl'come ,1 "Iota!" telecommunications provider.

"\Ve dOIl't lall' what the l'0I11petition offers, Wl' can
now ofkr PC" cellular in place of PCS, and wlrelinc
ThcrL'fur,' Wl' feci we han' the bcst edge,"

Say~ (;r,1'jo,: "\Ve fell il Iva~ ~trall'gicallv impor

tant fur lI', to c~tabli~h ,111 opcr,lling systcm tll divL't
~ify tIll' plll t"dill of OUI business vcntuJ'L'~, Wl,'rc

also in til<' lable TV bu~inc's, Internct se'rvicc~, pag

ing, l'oiU'Il1"il, and cl1nf"J'L'ncing, jUq ablHill'vcr)
a~pcct ul ~er\ Ice thaICl1l1l'l'i\'c1bly exists",we jU~1

vicwcd thi, [PCS I as ,1 logil,1Icxll'nsion\Vc kit

thaI it Wd~ ,j \\'orthwhilc invcslmcnl, and lcontinllc
tu heli,'\( \h.lt."

"Wl' g,lt 1:ltO it in casc somcthing big happe'n~,'

~ay~ Sl11i\II' Wc didn't want tll gCI left uut com

pletely, It \\,lSll't sonll'thing wc \Vellt into s,1ying,
'\Vc'rc~l;i!1~ to makc IllIHlL'V al thi~,' Wl' glll intl1 it
tl1 lll\',:r lIur halk~."

'\\i,,' gel! il1\ldVl'd fir~t bccilusc I\l' wantcd to

pmll'lt ,lild :li\crsilv uur sl'["vill'S, ~ll thal wc cmild

Proll'l 1 \\ lldl h,1\ fed ll~ lor thl' past SO years," says
Campl",ii ""\ie' Sl'C it i1S a prctl) good investmcllt,"

Dm\1l Ih' ro,Hl, Campbell noll's: "We'll be able to
ulfer 11<\1 'l11;'~ high-mobility wirelcss scnices but

.lis.), ,ll )lH'"l',' puint, 10 C')[1CCn1ratl' hColI'il,. Oil nire

ks\ IllLa i""p or Il)l',111,H1I' rl'plalcmcllt. ..\t this
pllint, th' lI;lpol"!unitil's appl"lr clldless," I

COMPETITION

'old\ III \,]'il\ilk, ilild ,ldditiunalcduciltional sCllli
':011, ,lit', 1llll'nth h:ing d"\l'lopcd,

I'h,', l\llIlllUIl dcn,Hllilldl,)r ill all thcsc effort., i.,

prU\ Idillc~ l'l"tlt'l ,cr'oill' til "lll Illl'll1bers SIll,1l1,md

!1I1,J! il'!"" IllU.,t Ill' 1'11I,1L ii\", --- IlOt onl\' Il1Cl'tillg
\'11 II ','I' Ill't"le., i"lll ol:ilil 11',11111," tl1L'1ll ,lnd llll]

',1 1,;'1111;: 'h"11 \lPt'iollillll" .llll\ldin;.:h. S" Il)l) Il1U,;
i1JI-,I\'~l ( it)ll'~ '!1\1.1111(\ l'.\llll1iJ:t' it" l,tfnlt\ ~llld

,\,,'.,'I,,! 11<",\ 11["'~1,111l' IiI h-"l'i' ,lUI Il1cIl11'l'r, IlI1 :h,'
~llIIJH!, l-l_j~~\,. \Vt"11 ll,t \'4 \11\\\\ llhn-t"' ll['tHlt tlll''',l'

l!'(ltl':~\i 1 itldli\C'\ in -Ill..' (ilJ111tl~: \tl!11!''- III ;11('

, )(' ,1 r 11 ) i lll' l '11 i(1\- I! 1t.· ~:.1 i : , ~ .
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