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SUPPLEMENTAL TESTIMONY OF 

CATKEJUNE E. PETZINGER 

ON BEHALf Of AT&T COMMlfNICATIONS 

OfTIU:SOIITHERN STATES, rNC 

DOCKET NO. 980696-TP 

6 I. TNTRODUCTION 

7 

8 Q. Plutr 1'-lt your oamt, prutol posllloo a ad busiotss addrcu 

9 A. My name is Calherine E. Pettinger. lam a Duuict Ma.nager With AT ~T Corp. 

10 iD ~auJatory and Lcsislativc Affairs, 295 Nonh Maple Avenue, B&Sici11a 

II Ridge, New Jcnc:y. 

12 u. PURPOSE OF TESTIMONY 

13 

14 Q. Pleuc describe why you arc fllill& suppltmtD'-Itestlmooy 

15 A. BcUSolllh's response 1.0 AT&T's !Uquesr roc Production or switch vendor 

16 eonncu (AT&:rs Third Request (or Production o( DocwncntJ to BciiSouth 

17 TclecommunlcatiOOJ,Item 21) ir>dlcau:d that AT&T would bave to review the 

18 documcntJ at lkiiSouth's At.l&nta ofllu. Upoo ~view, it is clear that the 

19 inl'orm.atioo contained in ~ vendor ~ntnetJ would t.rcmcndowly Impact 

:. t r 
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3 Q. 

not only the swi~eh price inputs used in BCPM. but the underlying cost 

struci\U'C of lhc BCPM switch module mclhodolOi)' u well. 

Please up !ala wby lbiJ lo formalioD ,.., Dotlnclud<d lo your Rtbu«~l 

4 Tc:slimony 

S A BeiiSouth's rupo!UI!IO lhc above Document RcquCSI was dated friday, 

6 August 28, 1998 requiring AT&T to n:vicw the information 1.1 BciiSoulh's 

7 AtlantA offices There sunply was no pos.siblc WliY to lnl'el from New Jency 

8 to Aliant.llto review !he contracts, d•ac.n lhe informauon and mci<Uk !he 

9 material in the Wednesday. Sep~.ember 2 Rcbunal Tcmmony filing 

10 D. NEW PRICE lNFORMA noN AF'F'ECTS BELL.SOUTII 'S BCPM 

II lNPUTS 

12 Q. Pltllt provide the nrltcb pri«~ yo11 fOWl~ lo lbt latatiH~11tb 

l3 coDtrada for arw LuccDt awhe,hca. 

14 A. The price pa line for lucent SWltcboeJ lba! &K I"C'placloll analog I AESS 

IS switches Is aod the price fO<' all othtr ,..,,. swittlles II f 

16 . The IAESS rq>l..::.cmcnt pri~ is coau.ined in Amcadment No. I -

17 A~ A IQ Lena of Aareementll24, effective JaniW)' I. 1998 on paac I 

18 of 19. The ( ) for all olha oew SWitches is coau.ined in 

19 AmcndaKal No. I -Appendix B to lcner of Aiftt!Dmt U4, c!Tccuvc Janll&t}' 
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3 Q. 

I, 1998 on peac I of I 0 The spccifted con!rkt peau arc an.Khed 10 !his 

t.estimony as Exhibit A 

Wbal pri<a did you nod Ill lbt lalal Bd!Soulb CODinCIJ for addloc 

4 &rowtb tqulpanoc 10 Lucca I ,..lccb .. ~ 

S A. Amendment No. 1. Appendix A, ckscribcd above aho included !he .. GrowUI 

6 OIJcount Applicable 10 BST's Embedded Bruc of Swncbe$" Thuc pnccs arc 

1 in !he familiar fonn of"pe=nl diJCOW\1 from lilt" and arc I 

8 I This infonn;uion can 

9 be found on Paacs 8 and 9 of Appmdut A. Tbc~e p.l&CS arc arw:hcd to tlus 

I 0 testimony &S Ex.hibi 1 8 . 

I I Q. Ho" do tb r-u Lucool prlea ~mpa" lo cbo prlccs uttd by Bt USoucb lD 

12 BCPM! 

13 A. The powUI di$COWll BeiiSoulh used in BCPM w~ compared lo the 

14 BeUSoulh will receive in 1991-2003. A direct comparison of the 

IS ocw swi!Ch price i.J difficult bcca-lhc contracr infonnauon Is • I 

16 1. while BeiiSoulh used a percent dacounl from llst ln BCPM. To make 

17 !he appropnate compArison. we ran BCPM 11 100"/o SESS swicc:.hcs with 100% 

18 of \be swi~ beiDa ocw ill onlu 10 have BCPM calculate the price of_., 

19 SESS switches. The 1\'C"&C BeiiSoulh-filcd BCPM ptic.: IS , comp&red 

:o 10 the and in BellSoulh'a conii'ICLS. 

3 



, 0 Q. Pltuc provide cbe rwllcb pr1C'ft you fouad Ia tbe lalttl BtUSoutb 

2 CODir&CIJ for DCW Nortrl n•llcbn. 

3 A 

4 

s 

6 

7 

The Norttl contr.:cttnd!e&tes !hat the pncc of new swnchcs is dependent upon 

the (llf.c: size of c1.c swilch]~ nus infomatloa ean be found tn uner of 

Agreement No 34, effective 1196·12102. Anacluncac Q,labelcd FlrXJblc 

Sch.:dule Pricing Matrix. The prices rllli< from l 

8 ). The anthmcuc a'eraae BcliSoulh SV.1tch SLZ.C m 

9 BCPM is 24.0137 lines. which would be ac.cordLDg to the None I 

I 0 contract ~ coollliCt p3gcs 11e aliA( bed as Exhibit C 

It Q. Haw do tbac prien c,ompart co cbt Nortd pricn und by BoUSoutb Ia 

12 BCPM? 

13 A We used lbc BCPM switch sW: infomuu.ioo co calcllWe the con of each sv.itch 

14 U5ina lbc Noncl coo!rK'l Fleldblr Schedule Pricing Matrix in An.acbmcnt G 

IS A1sumJni 100% Nonel switcha. the evcraae price for a new Noncl sv.1tcb 

16 usiaa the coatriCI prices Is This number di fTers from lbe price shown 

17 above because t!ils is a "'wc•abted" •vena• for all switches in Flonda and 

18 capcura lbc W:tlhallbcn: are more small switcbea lhac IJlie switches Tho 

19 avcraae price for new Noncl switcha u filed by BciiSoulh in BCPM os 

20 

4 



Q. 

2 

3 A , 

Wby do you auumt 100% of tht ntllclla are oat tr<baolol)' or aaotbt.r 

when compannatbr contract prius to tbr BCPM prica? 

BciiSoulh has not explicitly identified whrch 5Wltthc$ arc Noncl and v.hich are 

4 Lucent. ll has tn'cred user mpuu tndicauna of switches arc lue<ntiJ\d 

S an: Nortcl A.sswnina l 00% of !he switches arc !he technology bring 

6 n:vicwed allows us to compuc appl<s to apples; m this cas<, new switch 

7 conll'lKt prices for e.eeh tcchnoloi)' to !he new sw11ch price used by BellSoulh 

8 in BCPM. 

9 Q. 

tO 

ll A. 

12 Q. 

t3 A. 

14 

What would br tbt ntw swlltb tontra« prict uslnc tbr 

Norttl meld In& wed by Dd1Soutb7 

'The •venae price for oew sWitches would br 

Arc tbar low acw ...-llc.b prita per llot rtuonablt? 

Luttal aad 

Y.s. A.s suued in my Rtbutul tcstimon:·. !he most recent information 

available indl~ tht.t own ben of lhiJ mAgnitude: are bring n:poned, IJ\d tlw 

l S pri= ue continuing to decline. In my cxptrience, LheJC arc n:uonablc prices 

16 for oew swiu:h putehasu IJ\d lhcse most n:cen1 BeiiSouth conlr¥U show 

17 lower prioe.s tht.n earlla contncu l reviewed. Orowtb prices are al$0 dcclin111g 

18 as C&D br soeo in tbc: 1111'8a discounu for srowth in BciiSouth's mOSt recent 

19 contnocU. In llddition. tbc: price difTcn:occ brtWttn !he two swiu:b 
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manufactuRn is notlarse - for Lucent compared to for Norte!. 

This difference is W\dent&Dd&ble u it appun BeiiSotM purclwu 

signifie&~~tly ( 

S Ill. NEW PRJCE INf ORMATION TIIAT AFFECTS BCPM'S OVERALL 

6 SWITCH METHODOLOGY 

7 Q. Y?u staled !bat lbtS< cootl'11cb ha pa c1 mort tba n )11.11 tbt price In pub to 

8 BCPM. Plun u plaln. 

9 A. BCPM infen that it ba.s superior S"'itcb cost mcthodoloiY because 11 C4ll 

10 ACcurately asslan the c.om to subcat(ionc:s of ,,.,tchina. hued on cost 

II causation. Examples of lhcoc ui<JOrlC3 include: pr<X.Q>Or, trunk. line U>aB<, 

12 de. (sec Furu:tlonallnvCSUDeot Category R&tioualc included in BCPM3.1 

13 Switch Cut\lc MC'IhodoloiY, pe;Je I 3 1.) These subc:a!tgorics are reqwred by 

14 BCPM's mclhodoloajcal structun: in ordct to calcullle call sct·up costs ADd 

IS other micro-fu.octlons thai &I'C sub~ucnlly aaiJ'Oiltcd 11110 lbc USF·rclalcd 

16 usage and line port C~~egorics. These new contracts hl&hllabtlhc fKI thai 

17 lki1Soutb'1 forward-looki.na costs an: not caUJed by t.bes.c: micro-functioru. 

18 The contracts WICquivocally specify a ( ), m.aklnslhc (number 

19 ortincs) the uue cost .:.usa. BeiiSoulh's usc of BCPM's 1\mctional cOst 

20 catcaorization, wtlh all its complexity tbaloncmpu to imply more a«un~Cy, 

6 
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ends up be ina an atbitrary aiiOQtJon or the stra.ialn·forwatd coSl per line 

clearly stated in the contnet. 

3 IV. SUMMARY AND CO~CLUSION 

4 Q. Pltaac summariu ynur lttlimony 

s A. BcUSouth's latest swildl vendor contnetJ d<mon.strate that the BCPM model 

6 mcchoclology does DOt I«Ural<ly rene<t C0$1 c:.1usat10n bcause oew switches 

7 ar~ pun:bued on • I ). and not BCPM"s functioNll cat<gories. 

8 BCPM's detailed identification of subcategory switch cosu is 001 onJ)· overly 

9 compl•~ and dcpctldent upon ptopri<ta.ry models, it don llOlllttur.llcly rencct 

10 the COS1-ausation ofB<USoulb's forward·look.ina switcb coru. 

tl The cootncu also prove that BciiSouth's <tiscount !nput.s an: causin(l!hc 

12 BCPM switcb cosc result! to be seriously ovcmad.oa the forward-loolting 

13 switcb invt:SliDCtlt as specified Ill BeliSouth's own coolniC:tJ and sbould oot be 

14 ICCCptcd. Please: refer to Exhibit D sbowina a summary ofBeiJSouth's BCPM 

IS win: ceu1er result.s wbcn the new swildl CODtrae1 prices an: substituted for the 

16 as-filed prices. Eldu"bit E is the win: ca~ur by ~ CCDt<r result.s. 

17 Q. How abould IHI!Soutb's U.puta bt eornt1cd? 

18 A. As dcuiled in my rebunal testimooy, !be only valid c:ost for a switcb is the new 

19 swildl price for an incremenl&l, lona·run COS1 Jtlldy that ~ tlu:t the en~ 
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network is be ina pwdwed new and lhe increment of demand i.s the total 

demand beina served. AT.tT also recommends the HAl model be used as 

discussed by Mr. Wood However, should thls Commission decide that the 

4 BCPM model •Jlould be used 11nd that STOwth pn~s should be included. the 

S BcllSouth inpUlS mUSI be made to reflect the ifOWth pnce pcrcen~acs an iLS 

6 latest contncLS. In addition, the pcrttnt of srow'\h pricing u input by 

7 BeiiSouth IJ I I which LS illogiul. a•vcn that all the current dciDACld mUSI 

8 be pnccd alii( .v switch priecs. For new switch discount inpULS. Bell South Will 

9 have 10 itcl1ltively run the BCPM model to detcrminc what discount input 

I 0 would be required 10 acncOllt new SW1tch priced that reflect the cor. tract prices 

11 Q. Doa tiW eoacludt your testimoay. 

12 A. Yes, it does. 

l) 

14 
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17 
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