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June 24, 1996
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William F. Caton
Acting Secretary
Federal Communications Commission
Washington, D.C. 20554

Federal Communications Commission
Office of Secretary

Re: Ex Parte Submission
Implementation of the Local Competition Provisions in the
Telecommunications Act of 1996; CC Docket No. 96-98

Dear Mr. Caton:

I met today with Anthony Bush, Cameron Kashani, and Edward B.
Krachmer of the Common Carrier Bureau staff to discuss MCI's avoided cost
study included as Attachment 2 of MCI's comments filed May 16, 1996, in the
above-captioned docket. Pursuant to their request, I am filing the attached
material, which served as the basis of today's discussion.

Respectfully submitted,
MCI TELECOMMUNICATIONS CORP.

C~u~ fJ>,;'07;,?
Chris Frentrup
Senior Regulatory Analyst
1801 Pennsylvania Ave., NW
Washington, DC 20006
(202) 887-2731

cc: ITS, Inc.
Anthony Bush
Cameron Kashani
Edward B Krachmer



I, Wholesale Price Discount

Let

a = Total Operating Expenses

b:: Total Avoided Costs

c:: Total Operating Revenue

Then:

Total Wholesale Expenses

TWE =: Total Operating Expenses - Total Avoided Costs = a - b

and

Base Margin :: Total Operating Reyenye - Total Operating Expenses = ~
Total Operating Revenue c

Wholesale Service Revenue

WSR =: TWE =
( 1- Base Margin)

a-b
(1 - ((c - a) I c)

Finally,

= a-b =
(c - c + a) I c

(a - b) * c
a

Wholesale Price
Discount (WPD): WPD =: 1 - WSR

Total Operating Revenue

(a - b) * c
a

= 1-
c

1



= 1 - ~

a

= a - (a - b)
a

=

which is the ratio of Total Avoided Costs to Total Operating Expenses.

II. Avoided Cost Calculations

% Corporate Operations Avoidable = Total Ayoided Expenses
Total Expenses - Depreciation &

Amortization Expense

% General Support Avoidable = Total Avoided Expenses
Total Expenses - General Support

Total Avoided Expense = [Expenses1 * 0%] + [Expenses2 * 100%] +

[Expenses3 * % Corporate Operations Avoidable] +

[Expenses4 * % General Support Avoidable]

where

Expenses1 =

Expenses2 =

Expenses3 =

Expenses4 =

Expenses not Avoided by Wholesale Operations

Expenses 100% Avoided by Wholesale Operations
(accounts listed in the study)

Avoided Corporate Operations Expenses (accounts listed in
the study)

Avoided General Support Expenses (accounts listed in the
study)
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