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Model Advantages

T
*While much thought and effort go into designing and developing a model, once it is built it
is simple to change Cost Model inputs and Support Model parameters.

*Transparent, flexible and open change — the inclusion of costs, the network design
parameters and the design of the Support Model are very apparent and visible. Discrete

gaming of the model is not possible. As technology and pricing changes, so does the model.

*With a subscriber line support mechanism, eligible participants would receive the per line
support identified in the model. Competition for subscribers in these areas would be strong.

eAdministrative burden would be minimal for both providers and the FCC.



Model Advantages

—

Provides costs for building the most

Strictly a competition among carriers for an exclusive
efficient network in analyzed service franchise. Market-based competition replaced with
areas. Can be designed to represent a regulation. Costs of regulation, including market-
monopoly or multi-competitor opening provisions similar to Section 251 can exceed
environment. costs of ensuring competitive entry. Good for areas with

no service, but difficult to implement where the

challenge is “some service in some areas.”




Model Advantages

Utilizes a forward looking economic cost Carriers determine least amount of support needed to provide

approach. This supplies one half of the service - reduces government's need to determine appropriate
information, expected revenues are also support amount. The auction bids imply knowledge about the
required. difference between revenues and costs. However, a model for

baseline deployment and serving costs may be needed to set a
“reserve” price. May require regulatory oversight to prevent
anti-competitive conduct, cross-subsidization, and to ensure

performance requirements are met.




Model Advantages

—
————————————————————————————————————————————————————————————————————————————

Most cost effective approach to implement | Subsidy auctions provide an opportunity to better incorporate

and maintain - as analyzed in further detail market information and forces. As a result the opportunity for
throughout this report. the reduction of subsidy payments presents itself, if a reasonable
auction structure is employed. However, extensive modeling by
carriers must be undertaken to effectively bid on areas. May
require price regulation if single auction winner becomes
dominant carrier. May suppress new market entrants who

cannot access subsidy.




Model Advantages

—

A model provides the advantage of There are some residual issues regarding reserve prices,

III

preserving competition as a driver of “winner take all” concepts, and combinatorial (across
consumer benefit in rural areas. Economics | multiple geographies) rules.

is clear that business and public policy
decisions should be based upon forward-
looking valuations of assets and expected

operating costs —in any industry.
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