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What arethe costs of inter connection?

« (Categories of costs

> fixed vs. variable costs
> dedicated vs. shared & common costs

« Costs engendered by interconnection:

> direct, fixed costs (circuits, facilities,
unbundled elements)

> Indirect, variable costs (traffic-related)

 Costs for different types of interconnection
> |ocal and long distance networks
> fixed and mobile networks
> data/lP-based networks
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How can interconnection costs be measur ed?

e Theoretical frameworks
> Historical Fully Distributed Costs (FDC)

> Forward-looking, incremental costs (LRIC,
TSLRIC, FL-LRAIC, etc.)

« Major categories of costs:
> Capital expenditures
> QOperating expenses
> Personnel costs
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Cost study approaches

Top Down
(Total Company costs)

- Service Unit
Outside In

(Proxy inputs or results)

Cost Results

Bottom Up
(Facility, operating cost inputs)
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How should costs berecovered?

« Costrecovery principles
> Efficiency
> Equity and competitive balance
> Laissez-faire

 Interconnection charges
> Cost-based charges
> Retail-based charges
> Price Caps
> Bill and Keep/Sender Keeps All
> Revenue sharing
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