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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF COLORADO 

* * * 

INVESTIGATION INTO THE DEVELOPMENT ) 
OF RULES CONCERNING COLLOCATION ) 
AND INTERCONNECTION BETWEEN ) 
LOCAL EXCHANGE CARRIERS AND) 
COMPETITIVE ACCESS PROVIDERS, IN ) DOCKET NO. 92R-050T 
THE RULES PRESCRIBING THE PROVISION ) 
OF CERTAIN PRODUCTS AND SERVICES ) 
WITHIN OPEN NETWORK ARCHITECTURE, ) 
4 CODE OF COLORADO REGULATIONS ) 
723-12. ) 

ADVANCE NOTICE OF PROPOSED RULEMAKING 
HEARINGS SET FOR AUGUST 10 THROUGH AUGUST 131992 

CHANGES TO THE OPEN NETWORK ARCHITECTURE RULES 
TO EXPA.ND ACCESS FOR COMPETITORS TO LOCAL EXCHANGE 

CARRIERS IN THE PUBLIC SWITCHED l'.'ET\VORK, INCLUDING 
ALWWING COMPETITORS TO PLACE EQUIPMENT IN OR A NEAR A 

WCAL EXCHANGE CARRIERS CENTRAL OFFICE. 

The Colorado Public Utilities Commission ("Commission") hereby gives 

Advance Notice of Proposed Rulemaking concerning allowing competition in the basic 

local exchange telecommunications network. The proposed rules would allow: 

(1) telecommunication_s providers, other than local exchange carriers, to place 

equipment in, or near, local exchange carriers' central offices ("collocation"); and 

(2) to allow other telecommunications providers to interconnect with the local exchange 

carriers' facilities. 

The Commission, at this time, will not propose any specific mies. Instead, we 

will alert all intereste<l parties as to the nature of this rnlemaking, and will present, for 



discussion and comment only, a version of Collocation and Interconnection rules 

proposed by Teleport Denver Ltd. 

On January 14, 1992, Teleport Denver Ltd. filed a "Petition for Rulemaking in 

Accordance with Section 24-4-103(7), Colorado Revised Statutes. "1 Teleport Denver 

Ltd. describes itself as a provider of "private line" [dedicated access line] 

telecommunications services in Colorado; a "competitive access provider" under the 

Federal Communications Commission's terminology; or also what the 

telecommunications industry refers to as an "alternative access service provider" or 

"fiber optic carrier." See Teleport Denver Ltd. Petition at 5, 1 13. 

In the Petition, Teleport Denver Ltd. relates various problems it claims to have 

had with its local exchange carrier, US West Communications, Inc. (the largest local 

exchange carrier in Colorado, with over 98 % of all access lines, the remaining 2% are 

provided by 26 independent telephone companies). Teleport Denver Ltd. states that it 

is both "a customer and competitor" of US West Communications, Inc. See Teleport 

Denver Ltd. Petition at 6-8, 11 15 & 16. Teleport Denver Ltd. concludes that 

rulemaking is necessary because its local exchange carrier, US West Communications, 

Inc., has adopted "a policy of not allowing collocation and interconnection for TDL 

[Teleport Denver Ltd.], a competitor[.]" Teleport Denver Ltd. Petition at 16, 1 34. 

Therefore, Teleport Denver Ltd. urges the Colorado Public Utilities Commission to 

adopt rules governing collocation and interconnection, so that competitive access 

The applicable provision of the State Administrative Procedure Act, Colorado 
Revised Statutes§ 24-4-103(7) (1988 Rep!. Vol.lOA), provides: 

Any interested person shall have the right to petition for the issuance, 
amendment, or repeal of a rule. Such petition shall be open to public 
inspection. Action on such petition shall be within the discretion of the agency; 
but when an agency undertakes rule-making on any matter, all related petitions 
for the issuance, amendment, or repeal of rules on such matter shall be 
considered and acted in the same proceeding. 
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providers, such as Teleport Denver Ltd., "can effectively compete with local exchange 

carriers from whom they must also obtain services." Id. 

Warren Wendling, Supervising Professional Engineer on the Staff of the 

Colorado Public Utilities Commission, has examined the proposed rules submitted by 

Teleport Denver Ltd.. Without taking a position as to wisdom or need for the 

proposed collocation and interconnection rules, Mr. Wendling has modified the rules to 

conform to the Commission's open network architecture rules, 4 Code of Colorado 

Regulations 723-12. The modified rules are attached as Appendix "l" to this Advance 

Notice of Proposed Rulemaking. 

In order to give further meaningful notice as to the content of the rules, and the 

possible changes which might occur if collocation and interconnection were ordered as 

requested by Teleport Denver Ltd., the Commission will attach an article from the New 

York Times, entitled "The Local Call Goes Up for Grabs", published Sunday 

December 29, 1991. (Attached as Appendix "2" to this Advance Notice of Proposed 

Rulemaking).2 Many of the same issues described in the New York Times article may 

arise in Colorado. 

2. In the article, the New York Times discusses the experience in New York State with 
the Teleport Communications Group, Inc., and other companies challenging the local 
Regional Bell Operating Company (Nynex), after the New York Public Service 
Commission adopted rules allowing rivals to the existing local exchange carrier to 
connect optic lines and switches to the public telecommunications network, giving 
rivals accesss to the entire telephone system. The article describes the problem that 
new collocation and interconnection can cause for existing service, including the 
possibility that Teleport and the other rival companies may pick the most profitable and 
easiest-to-serve customers, leaving remote and low-volume users to the traditional 
phone providers. Nevertheless, the New York state regulators concluded that the 
benefits of competition, and the threat of competition, were already proven, and that 
competition provides the best incentive to increase the quality and decrease the cost of 
basic local exchange service. See New York Times December 29, 1991, Section 3 at 1 
& 6 (Appendix "2") (see especially remarks of Richard Stannard; director of the New 
York State Public Service Commission's communications division). 
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The Commission will file this Advance Notice of Proposed Rulemaking with the 

Office of Regulatory Reform during January 1992, because the proposed rulemaking 

may affect small businesses. The Commission will send the Advance Notice of 

Proposed Rulemaking to the Secretary of State during January 1992, in order that the 

Secretary of State can publish the notice in the Colorado Register on or about February 

10, 1992. See Colorado Revised Statutes § 24-4-103.5 (1988 Rep!. Vol. l0A) 

(requiring 10-days advance notice to the office of regulatory reform); Colorado Revised 

Statutes § 24-4-103(3)(a) (1988 Rep!. Vol. lOA) (requiring a minimum of 20-days 

notice of hearing after publication by the secretary of state). 

The Commission, sitting en bane, will conduct public hearings on the 

collocation and interconnection rules issues, from August 10 through August 13, 1992 

at the Commission's offices, 1580 Logan Street, Office Level 2, Hearing Room "A", 

Denver, Colorado 80203. 

All interested entities who wish to participate in this rulemaking shall file their 

entry of appearance and notice of intervention by Monday March 2, 1992. This matter 

is remanded to an administrative law judge, who shall hold hearings and issue 

subsequent procedural orders concerning dates and formats for filing written comments 

in advance of the evidentiary hearings. The Commission expects all issues to be 

thoroughly briefed in advance of the hearings, in order to expedite the hearings. 
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ADOPTED IN OPEN MEETING ON January 29, 1992. 

(S £ A l) THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF COLORADO 

ARNOLD H. COOK 

GARY L. NAKARAOO 

CHRISTINE E. M. ALVAREZ 

Commissioners -
Robert E. Te~ 
Acting Di rector 

Dated: January 31, 1992. 

&le~~ 
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Docket No. 92R-050T 
Jan. 31, 1992 
Appendix 1 

4 CCR 723-12 

AMENDMENTS TO THE 
RULES PRESCRIBING THE PROVISION OF CERTAIN 

PRODUCTS AND SERVICES WITHIN OPEN NETIIQRK ARCHITECnJRE 

BASIS, PURPOSE, AND STATUTORY AUTHORITY 

THE PURPOSE FOR THESE AMENDMENTS TO THE RULES IS TO PRESCRIBE 
REQUIREMENTS FOR INTRASTATE O'.)LLOCATION AND INTERCONNECTION ARRANGEMENTS 
BETWEEN LOCAL EXCHANGE CARRIERS AND ENHANCED SERVICE PROVIDERS PROVIDING 
INTRASTATE SERVICES IN O'.)LORAOO. 

THE AMENDMENTS TO THE RULES ARE CLEAR AND SIMPLE AND CAN BE UNDERSTOOD 
BY PERSONS EXPECTED TO roMPLY WITH THEM. THEY CO NOT CONFLICT WITH ANY OTHER 
PROVISION OF LAW AND THERE ARE NO DUPLICATING OR OVERLAPPING RULES. 

The statutory authority for these rules is §§40-2-108, 40-15-201 AND 
40-15-302(1), C.R.S. 

RULE 2 - GENERAL 

2.4 THE RATES, TERMS AND CONDITIONS FOR each individual product or 
service ESTABLISHED BY LECs will be FevieHee! STATED IN TARIFFS FILED WITH AND 
SUBJECT TO APPROVAL by the Commission on a case-by-case basis IN ACCORDANCE, 
WITH ARTICLES 1 THROUGH 7 AND ARTICLE 15, OF TITLE 40, C.R.S. WHEN FILING 
RATES, TERMS AND CONDITIONS FOR SUCH PRODUCT OR SERVICE the LEC SHALL FILE 
APPROPRIATE COST DATA AND will have the burden of proving that any prices of 
present or proposed Basic Service Elements (BSEs) or Complementary Network 
Services (CNSs) are consistent with the following general pricing guidelines: 

2.4.1 All prices for regulated ONA products and services 
must be just and reasonable in accordance with 
§40-3-101, C.R.S. AND SHALL NOT BE UNDULY 
DI.SCRIMINATORY. 

2.4.2 THE All !')Fiees, RATES, TERMS AND CONDITIONS for ONA 
products and services must be set to promote a 
competitive telecommunications marketplace while 
protecting and maintaining the wide availability of 
high quality telecommunications service in accordance 
with §40-15-101, C.R.S. 
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RULE 3 - DEFINITIONS 

3.1 ACCESS MEANS EITHER SPECIAL ACCESS AS DEFINED IN
§40-15-102(25), C.R.S., OR SWITCHED ACCESS AS DEFINED IN §40-15-102(28), 
C.R.S. 

3.2 BASIC LOCAL EXCHANGE SERVICE MEANS TELECOMMUNICATIONS SERVICE 
WHICH PROVIDES A LOCAL DIAL TONE LINE ANO LOCAL USAGE NECESSARY TO PLACE 
OR RECEIVE A CALL WITHIN AN EXCHANGE AREA REGULATED IN ACCORDANCE WITH 
PART 2, ARTICLE 15, TITLE 40, C.R.S. 

ih4 3.3 Basic Service Element (BSE) - Optional unbundled 
products or services (such as Calling Number Identification) provided by a 
local exchange telecommunications provider that an ESP may require or find 
useful in configuring an enhanced service on a Basic Serving Arrangement. 

3.£ 3.4 Basic Serving Arrangement (BSA) - The fundamental 
tariffed switching and transport services that allow an ESP to communicate 
with its customers through the local exchange provider's network. 
Examples would include basic local exchange service, private line service 
and switched access. Special access is a form of BSA, but is currently 
deregulated. 

&,.a 3.5 Collocation - PlaeeffiCflt ef ESP Ct'jUil)fflCAt wiH,iA the 
leeal cxei'laflfje pre'o'idcr's ccfltral effiec. THE SEGREGATED, PHYSICAL 
PLACEMENT IN A LEC FACILITY, WHICH SHALL INCLUDE BUT IS NOT LIMITED TO A 
CENTRAL OFFICE, HUB SITE, WIRE CENTER OR OTHER LOCATIONS WHERE 
TELEru1MUNICATIONS FACILITIES TERMINATE, OR WHERE A LEC MAKES CONNECTION 
TO ITS CINN FACILITIES, AND IN AN APPROPRIATELY MAINTAINED ENVIRONMENT 
(i.e., A DUST FREE, AIR-CCOLED ENVIRONMENT CONDUCIVE TO Tl'IE OPERATIONS OF 
COMPUTERS ANO ELECTRONIC EQUIPMENT), OF ESP EQUIPMENT. 

3.6 Commission MEANS THE COLORAOO PUBLIC UTILITIES COMMISSION. 

a-.-4 3.7 Common Channel Signaling System #7 (SS7) - A technology 
that is compatible with, but not dependent upon, Integrated Services 
Digital Network (ISDN) for conveying call set-up and related information 
through data channels that are separate from the channels that customarily 
carry voice signals or comparable information content. 

3-:-5 3.8 Common ONA Model - Model devised by the 80:s and 
Be11core that represents the functional means through which an ESP would 
interconnect with the 80:s network. 

2 
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~ 3.9 Comparably Efficient Interconnection (CEI) - Plan 
established through Computer Inquiry III (CI-3) at the FCC for (BOCs) to 
provide enhanced deregulated services as long as they offered·similar 
interconnections to other providers. This plan was instituted as a 
forerunner of ONA. 

a-::,. 3.10 Complementary Network Services (CNS) - Optional 
unbundled basic products and services (such as stutter dial tone) that an 
end user or an ESP may obtain from an LEC for provision on an end user's 
line in order to access or receive an enhanced service. 

a.,.a 3.11 customer Proprietary Network Information (CPNI) -
customer information accumulated by the local exchange provider as a 
result of providing basic network services. 

&.a.+ 3.11.1 Customer-specific CPNI - Information which 
is customer specific and includes billing 
name and address, quantities of services 
subscribed to by the customer, access 
arrangements, calling patterns, usage data 
and customer billing records. Listed name, 
address and telephone number are not subject 
to this definition. 

~ 3.11.2 Aggregate CPNI - Aggregated or summarized 
customer-specific CPNI from which 
information identifying specific customers 
has been deleted. 

8-:-9 3.12 Enhanced Service - A service offered over common 
carrier transmission facilities which employs computer processing 
applications that act on the format, content, code, protocol or similar 
aspects of the customer's transmitted information; provide the customer 
with additional, different, or restructured information; or involve 
customer interaction with stored information. 

~ 3.13 Enhanced Service Provider (ESP) - Providers of 
enhanced services that utilize ONA products or services of regulated 
telecommunications providers, including interexchange carriers (IXCs) and 
resellers acting as ESPs. IT ALSO MEANS A PROVIDER OF INTRASTATE ACCESS 
BETWEEN A LOCAL EXCHANGE CARRIER, AN END USER, AN INTEREXCHANGE CARRIER OR 
ANY OTHER PERSCN, OR ANY COMBINATION OF SUCH PERSONS WHICH PROVIDER HOLDS 
A VALIDLY ISSUED CERTIFICATE OF PUBLIC CONVENIENCE ANO NECESSITY (CPCN) 
FRCM THE COMMISSION. AN ESP MAY ALSO BE CALLED BY WAY OF EXAMPLE, BUT NCT 
AS A LIMITATION, AN ALTERNATE ACCESS PRCVIDER, AN ALTERNATE ACCESS 
TRANSPORT PROVIDER OR A FIBER OPTIC CARRIER. 
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a-.+,. 3.14 Information Industry Liaison Committee (IILC) - The 
forum designated by the FCC for future input and further development of 
ONA at the federal level. 

3.15 Interconnection - THE POINT WHERE ALEC AND AN ESP ARE 
PHYSICALLY CCLLOCATED. SUCH PCINT SHALL BE ANY PCINT WHERE ALEC CAN 
CCNNECT ITS CUSTOMERS TO ITS OWN NETWORK TO PROVIDE ACCESS, INCLUDING, FOR 
EXAMPLE, CENTRAL OFFICES, HUB SITES, WIRE CENTERS OR ANY LOCATION WHERE 
TELECOMMUNICATIONS FACILITIES TERMINATE FOR THE PURPOSE OF PROVIDING ANY 
INTRASTATE TELECOMMUNICATIONS SERVICE. INTERCCNNECTION TO ALEC IS 
GENERALLY PROVIDED THROUGH SWITCHED ACCESS, BUT MAY ALSO BE PROVIDED AS A 
PRIVATE LINE SERVICE OR SPECIAL ACCESS SERVICE. 

~ 3.16 Joint Marketing - Means the offering, in the ordinary 
course of business, enhanced services and basic products or services to 
the same customer during the same telephone sales contact where the 
telephone contact has been initiated by the customer. It does not include 
sales activities where personal contacts are made with customers or their 
representatives, or to sales activities where the telephone contact is 
initiated by the LEC. 

3--:4-3 3. 1 7 ONA Products and Services - mean SSAs, BSEs and CNSs. 

3.18 Telecommunications Facilities - ALL FACILITIES REASONABLY 
NECESSARY TO PROVIDE THE TELECOMMUNICATIONS SERVICES OFFERED BY ESPS 
PURSUANT TO A VALID CPCN ISSUED BY THE COMMISSION. 

4.3 UNBUNDLING OF LOCAL EXCHANGE PROVIDER SERVICES 

4.3.1 LECs shall provide ESPs with the necessary services of the 
LEC to serve as building blocks to bring l'leW enhanced, AND 
ACCESS services to consumers. The LECs shall UNBUNDLE THEIR 
TELE<XlMMUNICATION SERVICES be ree~eAsive te ESP FeQtiests iA 
t1Abt1Adl i~!l U1ei F ser•,•iees to the extent that is technically 
and economically feasible. SEPARATE UNBUNDLED RATES SHALL BE 
ESTABLISHED FOR CONNECTION AND FOR TRANSMISSION SERVICES. 

4.3.2 A detailed record of all requests made by ESPs for the 
unbundling of specific LEC services shall be maintained BY 
EACH LEC and made available to the Commission. This 
information sheu1d eentaiA SHALL INCLUDE the name of the 
requesting ESP, the date of the request, THE NATURE OF THE 
REQUEST INCLUDING the specific type of unbundling requested, 
OR THE LOCATION OF THE REQUESTED INTERCONNECTION OR 
CCLLOCATION, the LEC's planned and actual response date, and 
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the response of the LEC TO THE REQUEST, AND IF DENIED, THE 
REASON FOR THE DENIAL OF THE REQUEST. 

4.3.3 Any ESP that has been denied a REQUEST FOR UNBUNDLING OF 
specific TELECOMMUNICATIONS services OR FACILITIES, OR FOR 
INTERCONNECTION OR COLLOCATION unbundling by a LEG may, IN 
ADDITION TO ANY OTHER REMEDIES AVAILABLE TO IT, file a 
complaint WITH THE COMMISSION in accordance with §40-6-108, 
C.R.S. 

4.4 COLLOCATION OF ESP EQUIPMENT IN LOCAL EXCHANGE PROVIDER PREMISES 

4.4.1 Tl'le eelleeatien ef ESP faeilitiee SF equipment wit!'liR LEG'e 
feeilitiee ie eptieRal te tl'le LEG. ESPs SHALL BE PERMITTED 
TO COLLOCATE WITH A LEC IN ORDER TO PROVIDE ACCESS FOR THE 
ESP's CUSTOMERS TO THE LEC's N~K AND ASSCCIATED SERVICES 
AT ANY POINT WHERE A LEC CAN CONNECT ITS CUSTOMERS TO ITS OWN 
NETWORK TO PROVIDE ACCESS, INCLUDING CENTRAL OFFICES, HUB 
SITES, WIRE CENTERS OR ANY LOCATION WHERE TELECOMMUNICATIONS 
FACILITIES TERMINATE FOR THE PURPOSE OF PROVIDING ANY 
INTRASTATE TELECOMMUNICATIONS SERVICES. THE RENTAL RATES FOR 
SUCH SPACE OCCUPIED AN ESP SHALL BE SUBJECT TO THE 
COMMISSION'S JURISDICTION. 

4.4.2 If a LEG alla.1e eelleeatien ef ESP faeilities eF equipment 
tl9at e.re Ret tl'leee ef its ewt'1 ESP, tl'len it must al 1<Yw 
ee11eee.t~et'1 e:,· etl'lef ESPs Ut'1eler tl'le eeme te1•me ariel 
ceAeHtierts. This rule io auBjeet te the f3f"'O'v'isieRs ef Rule 
4.4.3 fellewing. THE ONLY LIMITATIONS UPON COLLOCATION SHALL 
BE AVAILABILITY OF SPACE. IN THE EVENT ALEC STATES IT DOES 
NOT HAVE SUFFICIENT SPACE TO ALLo.,{ FOR COLLOCATION, A 
DISINTERESTED BUT OOALIFIED THIRD PARTY(IES) SHALL BE 
PERMITTED TO INSPECT THE PROPOSED POINT OF COLLOCATION TO 
VERIFY THAT THERE IS A LACK OF SPACE. 

4.4.3 If eeeur,it:,· er safety ieeuee arise, tl'le LEO me.:,· e.t its eptief'I 
diee.llew eelleeatien ef an ESP'e fe.eilitiee er equipmer,t. The 
feete euFreunding tl'le diealla.1anee ef eelleeatieR fer 
eeeuFity er safety issues must be made a,,,·eilable te tl'le 
Geffllllieeien aRd te tl'le ESP deRied eellecetieR. SPACE FOR 
COLLOCATION SHALL BE ALLOCATED ON A FIRST-COME, FIRST-SERVED 
BASIS. THIS PRIORITY SHALL BE DOCUMENTED WITH WRITTEN 
REQUESTS TO OCCUPY SPACE. THE NEEDS OF A LEC FOR ITS 
CUSTOMERS, EXCEPT THE NEEDS OF ALEC TO PROVIDE BASIC LOCAL 
EXCHANGE SERVICE, SHALL NOT TAKE PRIORITY OVER EXISTING 
WRITTEN REQUESTS FOR OOLLOCATION. IN THE EVENT A LEC 
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REQUIRES COLLOCATION SPACE ALREADY OCCUPIED BY AN ESP, IT 
SHALL GIVE THE ESP 18 MONTHS WRITTEN NOTICE OF THIS 
DETERMINATION AND SHALL DURING THE 18-M::INTH PERIOD PROVIDE 
THE ESP WITH REPLACEMENT SPACE FOR COLLOCATION. 

4.4.4 If the LEC's ESP is physically collocated within the 
facilities of the LEC and at least one ESP is net allowed 
collocation in that same facility, then the LEC must price 
its ONA products and services to its own ESP as if it were 
physically located two miles from that local exchange 
provider facility. 

4.4.5 LECs must ensure that the basic services used by its enhanced 
service operations are available to other ESPs in an equally 
efficient manner. Factors for evaluating this standard will 
include the absence of systematic differences between the 
basic service access given to the LEC and to others, end-user 
perception of quality, and utility to other ESPs. 

4.4.6 THE RIGHT TO COLLOCATE UNDER THESE RULES SHALL NOT BE 
AFFECTED BY THE TYPE OF TECHNOLOGY EMPLOYED BY AN ESP FOR 
INTERCONNECTION. 

4.4. 7 IN THE EVENT IT IS NECESSARY FOR A LEC TO CONSTRUCT OR MODIFY 
EXISTING SPACE IN ORDER TO PERMIT AN ESP TO COLLOCATE, THE 
LEC MAY REQUIRE THE ESP TO PAY REASONABLE CONSTRUCTION COSTS 
FOR THE CONSTRUCTION OF SEGREGATED SPACE IN A LEC FACILITY. 
THEREAFTER, THE LEC MAY CHARGE A 1-0NTHLY SERVICE CHARGE FOR 
THE USE OF 11-lE SEGREGATED SPACE. 

4.4.8 DISPUTES CONCERNING COLLOCATION, SPACE AVAILABILITY OR 
TECHNICAL INCOMPATIBILITY MAY BE SUBJECT TO THE MEDIATION AND 
ARBITRATION PROCESS DESCTUBED IN THESE RULES, OR MAY BE THE 
SUBJECT OF A COMPLAINT FILED WITH THIS COMMISSION AS 
PERMITTED BY LAW. 

' 

4.4.9 LECs SHALL BE REQUIRED TO MAKE AVAILABLE ON A FAIR AND 
EQUITABLE BASIS AT THE OPTION OF THE ESP, CENTRAL OFFICE 
ELECTRONIC EQUIPMENT, DESIGNATED BY AN INTERCONNECTING ESP 
FOR PURPOSES OF MONITORING AND CONTROL OF A ESP' s OWN 
TELECOMMUNICATIONS FACILITIES. 

4.4.10 IF A LEC CONTENDS IT DOES NOT HAVE SUFFICIENT MONITORING 
EQUIPMENT OR THE ESP ELECTS NOT TO UTILIZE LEC CENTRAL OFFICE 
MONITORING EwIPMENT, THEN THE LEC SHALL MAKE SUCH ADDITIONAL 
PHYSICAL SPACE AVAILABLE AS NECESSARY TO ALLOM AN ESP TO 
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INSTALL ITS C1iiN t-'ONITORING AND CCWROL EQUIPMENT AT THE 
CENTRAL OFFICE. THE LEC SHALL PERMIT THE INTERCONNECTING ESP 
TO MONITOR AND CCWROL EITHER ON SITE OR REMOTELY THE ESP' s 
TELECOMMUNICATIONS FACILITIES THAT ARE INTERCONNECTED. 
DISPUTES CONCERNING MONITORING EQUIPMENT MAY BE SUBJECT TO 
THE MEDIATION AND ARBITRATION PROCESS DESCRIBED IN THESE 
RULES, OR MAY BE THE SUBJECT OF A COMPLAINT FILED WITH THIS 
COMMISSION AS PERMITTED BY LAW. 

4.4.11 WHEN AN ESP COLLOCATES IN AN LEC's FACILITY, THE COLLOCATION 
SPACE AND ACCESS TO THE SPACE PROVIDED BY THE LEC SHALL f\OT 
BE FOR THE USE OF THE GENERAL PUBLIC. THE ESP' s 
REPRESENTATIVES SHALL COMPLY WITH ALL SECURITY REQUIREMENTS 
OF THE LECs AND THE LEC SHALL MAINTAIN AND CONTROL ACCESS TO 
ITS FACILITIES. ALEC MAY PREVENT ACCESS TO ITS FACILITIES 
ONLY IN THE EXTREME CASE WHERE ENTRY WOULD COMPR(X-USE THE 
LEC's SECURITY REQUIREMENTS. 

4.4.12 THE ESP SHALL PERMIT LEC PERSONNEL TO ENTER UPON AND INSPECT 
THE SPACE PROVIDED TO AN ESP BY THE LEC FOR COLLOCATION UPON 
24 HOUR'S NOTICE, AND ONLY IN THE PRESENCE OF AN ESP 
REPRESENTATIVE, EXCEPT IN THE EVENT OF AN EMERGENCY. 

4.4.13 AN ESP WHICH COLLOCATES IN A LEC's FACILITY SHALL BE 
RESPONSIBLE FOR THE INSTALLATION AND OPERATION OF ITS 
EQUIPMENT AND SHALL INSTALL AND OPERATE ITS EQUIPMENT IN 
COMPLIANCE WITH APPLICABLE TECHNICAL STANDARDS, RULES AND 
REGULATIONS, INCLUDING BUT t-K:lT LIMITED TO, FCC REQUIREMENTS, 
NATIONAL ELECTRIC CODES, AND STATE AND LOCAL OOVERNMENT 
REQUIREMENTS. 

·4.4.14 AN ESP WHICH COLLOCATES IN LEC FACILITIES SHALL BE REQUIRED 
TO INDEMNIFY THE LEC AND MAINTAIN COMPREHENSIVE GENERAL 
LIABILITY INSURANCE, INCLUDING PROTECTION AGAINST DEATH, 
PERSONAL INJURY AND PROPERTY DAMAGE, ISSUED BY A COMPANY 
QUALIFIED TO DO BUSINESS IN COLORADO, IN AN AM:IUNT OF t-K:lT 
LESS THAN $1 MILLION IN THE EVENT THERE rs DAMAGE TO LEC 
EQUIPMENT OR SECURITY rs COMPRCt,tISED, AS A RESULT OF AN ESP'S 
GROSS NEGLIGENCE OR WILLFUL OR INTENTIONAL CONDUCT ARISING 
OUT OF THE COLLOCATION. A LEC SHALL BE REQUIRED TO INDEMNIFY 
THE COLLOCATED ESP AGAINST DEATH, PERSONAL INJURY AND 
PROPERTY DAMAGE CAUSED BY OR AS A RESULT OF THE LEC's GROSS 
NEGLIGENCE OR WILLFUL OR INTENTIONAL CONDUCT ARISING OUT OF 
THE COLLOCATION. 
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4.4.15 LECs SHALL MAINTAIN "ALL-RISK" PROPERTY INSURANCE WITH 
REPLACEMENT COST COVERAGE ON THE SHELL AND CORE OF BUILDINGS 
00 FACILITIES USED FOO COLLOCATION, AND ON THE EQUIPMENT AND 
FACILITIES USED TO MAINTAIN ENVIRONMENTAL CONDITIONS WHERE 
PHYSICAL COLLOCATION TAKES PLACE. 

RULE 6 - WAIVERS FRCM RULES 

UPON APPLICATION, AND UPON A SHO;IING OF GOOD CAUSE, ANY PROVIDER 
SUBJECT TO THESE RULES MAY SEEK A WAIVER IF IT IS DEMONSTRATED THAT 
COMPLIANCE WITH THE RULE IS IMPRACTICABLE, IMPOSSIBLE OR UNREASONABLE. 
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~usiness 

"'he Local Call Goes Up for Grabs 
Now, it's Baby Bells 
that are the focus of 
deregulation. And 
Teleport is ready. 

By EDMUND L. ANDREWS 

THE downtown fiber-optic terminal of 
the Teleport Communications Group 
lnc. doesn't took like much. Loc~Jtcd 

250 feet below the ground in a b:1sv111en_t of 
r-.•1anhattan's 2 \\'or!d Trade Ccntc·r. 11 na.;; 
no wall-sized elcctromc maps, no banks ol 
flashing lights, no massive cont ro! con
soles. There arc only aisles of metal racks, 
each one holding boxes of electronics 1ha1 
are connected to bundles of thin cah!cs 
sheathed in VC'llow o!::istic. The· C':1: !rf' f'P· 
eration, whi~:h conlrois a wet; :.d ~·:iL:es 
beneath the streets of New York z.n<J i'1io 
New Jersey, is monitored by only two er 
three technicians. 

Yet "B-6," named for the bas.::·inent 
level vr, which it is located, is at the 
forefront of a sweeping movement in tele
communications: the breakup of the local 
telephone monopoly. Just 10 years after 
the American Telephone and Telegraph 
Company signed the historic antitrust set
tlement that spurred rampant competi
tion in the Jong--distance telephone busi
nesS,' state and Federal regulators ate -
preparing to open local markets to the 
same ferment -hoping th.at rates will fall 
and service will improve in the process. 

A host of companies have responded to 
the calf, with Staten Island-based Teleport 
the oldest and largest of them. 0'Nned by 
Merrill Lynch & Company, and as of-earli
er this month by Cox Enterprises Inc., 
Te-leport can relay tens .of thousands of 
calls and billions of bits of information at a 
11me over roughly 300 miles of high-speed 
fiber-optic -wire: lt now operates in 25 
cces, counting New York, bu\ pl:rns \0 
build ne1wo;-i.;,5 1:1 about 40 othc c:l cs 
,,-,,,·c, <he next sc ·cr2l yc0rs 

'The ,_·ustome:·s a:T dc:--n;,111..Ln~; ( ;\·e:·s: 
s:1;d Re uen Annunz:aui, ch1cf cs<·cu-

1:vc ,,,ieno,·, "ThPy \\'3nf scn'1cc from 

isn't rhe phone company." 

Te!eport's coumcrpans operate in cit
ies ranging from Chicago to Los Angeles. 
Houston to Des Moines, Tampa to Grand 
Rapids and Charlotte, N.C. The biggest is 
Metropohtan Fiber Systems Inc., based in 
Oakbrook Terrace, Ill.. with high-spe_ed 
networks in about a dozen cities including 
Chicago, New York and Houston. 

"This is the opening of the JaSt great 
monopoly in the American telephone busi
ness," said Royce M. Holland, president of 
Metropolitan. The local service, he says, is 
a "cash cow that the Bell companies have 
been milking for y1-~ar.s."' 

"fhe Pie: $100 BiHion 

T(I da1C', 1h<''.-:C upsrnns n;ivc garnered 
oniv l.5 pnn·ni of rile cstin1atcd SlOU 
bill.ion !ocal,tclcphone business, doing so 
by providing high-volume users with sp('-• 
cialized services for which 1hey need no 
regulatory approval. Tclcport, for exam
ple-, Jinks the private ne-t\vorKs of instilU
tion~I customers like stock exchanges, 
muncy-center banks and large brokerages 
and gives then1 a cheape_r way to reach 
long-distann~. telephone carriers than go• 
ing through the local company. 

But that narrow mission is expanding 
rapidly. Led by the utility cornm.is~ions of 
New York and lliinois, state off1c1als are 
beginning to adopt rules that make .it 
easier for aspiring rivals to connect their. 
optic lines and switches to public--n~t~ 
works, giving them acces§._ to the entire 
phone system - the coverage they need to 
carry calls the last mile or the last blocks 
to Iow~volume users that otherwise would 
be uneconomical for them to serve. 

"They're getting a cheap, high-quality 
way of leapfrogging their way into the 
marketplace," said Joel D. Gross, a tele
co·mmunicati-ons analyst at Donaldson, 
Lufkin & Jenrette. "The cost of wiring a 
citv is in the range of $7 miilion to $9 
million. \Vhat makes it more expensive is 
ge1ting :he permit,:' and the ?ack-hoes to 
dig up !he streets. 

The public phone cornpanies \vorry that 
me ne,v ruirngs allow companies like Tele

;)rofnahlc and ea::::i-
<''.:"HO c--r•: lciving remo'.,::, 

They Jic:,o compi~u, fro:" 
uic; ;:;,:1; 0 ; compolt' wn h ; he ncwz:ome; s 

ron1111ued on Page 5 
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The Local Oa.11 Goes Up for Gtaq,$, 

fong Chan, installation manager of Teleport, oldest of ~he ne\v competitors and \vith ;::i, long \V<1Y to grow. 

(f!J//i'1iil'd flu!U Pl(~<' 1 

for desirabie accounts becws<· of a 
regulator-contro!!ed system that 
keeps business rates high, in effect 
subsidizing residential rates. 

Nevertheless, regulators seem in* 
tent on creating a market where vari

.·ous local providers interconnect to 
form :a seamless . phone network. 
They point to the improved efficiency 
such interconnectivity has brought to 
the long-distance business, where 
new entrants were allowed to fill out 
their nationwide-netWOrks by leasing 
and reselling capacity from A.T.& T. 
and each other. In some ways, the 
new approach is also an extension of 
the "equal access" requirements that 
forced local phone companies, ,after 
the A.T.& T, breakup, to provide cus~ 
tomers with access to any long--dis
tance company just by dialing 1. 

In fact, the benefits of competition 
are already beginning to show in New 
York, where Metropolitan, Telepon 
and the Nvnex Corporation have 
faced off f0r several yea1·s. "The 
threat of comrie1ilion has bf"c'en a 
powerful forcC in mcrcas;ng U1e 
1,1- ;,1:n ncm,:,,,,:c 1hc ens: of ;Inc:\!! 

(l,,:, -, )!',)-', ·:· Lc.\\d 

s,nd R;ch:ird Sr:w 
1h<' N<"x Yvrk .Su:f• 

Five years ago, Wall Street compa
nies wanting to order a high-speed 
digital line for a private network 
from New York Telephone were [Old 
they had to wait nine months, Then 
Teleport began-offering installation 
in weeks. New York Telephone cut its 
waiting time to a month or less and 
cut its leasing rates on these lines to 
about $500 a month, from $900. 

Teleport's Genesis 
Teleport did not set out to bust a 

monopoly. Rather, it was founded by 
Merrill Lynch in 1983 to create a 
satelUte center with large earth sta
tions to provide long·<Hstance com
munications for Merrill's own use 
and for other banks and brokerage 
firms in downtown New York. Be• 
cause the only aval!able land with a 
dear view of the skies was m Staten 
fs!and, it h3d to iay high-SfK'r;d tines 
rn link downtown customers wHh n:o 
sz,telhte d\~~hf'S 

Bui the c11,~in:1n\ 

;\ut :fi,,l',' \\ ·'" ,. • c::nugn .,.,,,:,·1t, fi, 

SUSL1if1 ::0-l!iCSS To \-'.Cl n1:k:'.l.2\ 

Ll0t the mo::< p0;,\·edui :ncL:nu,cc ,:., ;uu:: SU days ro oner almost any 
openme l!D markets." customer operating an office tele

phone network separate prices for 
wlnt it calls "links" and "r,orts." 

!Janks and trading companies, a1-

1cr a!!, had long chafed at their depen
dence on a single local telephone com
pany because of the cost of even brief 
breakdowns. "Our whole thing is to 
build nonstop communications," said 
Joseph Kane, vice president of tele
communications at the First Boston 
Corporation in New York. .. We have 
periodic outages with a:n our carriers. 
Given that, we have to have alterna
tive routes." 

So Teleport sold the earth stations 
and began offering an expanding ar~ 
ray of local telecommunication serv~ 
ices. MerriII Lynch is thought to have 
put $50 million •into the business. And 
although an the new fiber.optic carri
ers are private, and thus need not 
supply figures, analysts believe it is 
the only one making money, turning a 
profit for the first time last year. 
They peg Teleport's annual revenues 
at $50 mH\lon to $70 million, with 75 
percent coming from New York. 

A 90-Day Deadline 

;n<' s,:,1-\'l{'Z' io J;;rge '"nd mcd:um· 
,._;_wJ busmes;-;cs m ,.,,_,cw York Cny -
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That unbundl.ing allows customers 
for the first time to buy local service ' 
a la carte from the public telephone 
company.and a rival carrier, and for 
rival carriers to provide a dial tone, 
the cornerstone of plain old telephone 
service, for 1()Ca1 calls. • 

Within the next few years, residen
tial customers may be given similar 
options. •~we expect to get as big a 
share of that $JOO billion market as 
we can," said ML Annunziata. Can he 
get5 percent to 10 percent? ''Easi1y,•• 

said Mr. Annunziata, a Long Island 
native who skipped college and 
worked his way through the ranks of 
A.T.& T. befor·c joining Teleport. "l 
don't think we'd he satisfied with 
that." Twenty percent? "It's possi
ble," he said. 

There is little doubl that business 
customers have resented telephone 
companies' sometimes slow respon
siveness. high prices and uneven 
service. In a nationwide survey of 200 
such customers last January by An* 
dersen Consulting, a unit of Arthur 
Andersen & Company, 45 percent said 
they wou!d S\Vitch local 1e!cp!10ne 
companies ghTn l Ile ch:inn:. 

In -,m;dli'f" \\1.·1J nlinl!il-: 

: 111_, 1 ·- • , ·1 n i~; :; :·, 

'Ill\ f' <,'. i;l i :\, • 

tllC'y \;.uuid '.:,)1!]: ,d :c,s1 li;dl Oi \iH.:ll 

local i•"'icphnn(• bustn•.'!:iS 10 anotl;ei
company if they had a choice. 

"Users feel the local exchange 
companies don't act like they're in a 
competitive industry," said Jerome 
Lucas, president of Telestrategies. 
"The telephone companies just don't 
want to put that emphasis on develop~ 
ing a failure-proof network. When 
competitors like Telepon and Metro
politan Fiber come along, they solve 
the problem." 

But the public phone companies do 
see competition as inevitable. "We 
recognize that customers want 
choice. That's the reality," said Jo~ 
seph Lucatorto, a product manager 
at New York Telephone. "We don't 
think it's realistic anymore to be the 
sole~source vendor. Our plan is to be 
the first-choice vendor." 

That, they say, requires lhat regu
lators frc~ them from a ra1c struc
ture wnh built-in subsidies. The Pub• 
lie Service Commission says that 
ra1her chan eiiminate subsidies. 
which 0ff:c1<1ls say Jrnouni ro S:l bd
ncn J \·c-,tr, th(~ best str:ncg_v nE:y be 
:o nc.,\· co:npc1H,ns w r,;,v 
::an li121 1rno a fund :n 
c-re2tc 2 nrnrc level 

Regardless, traditional phone com
panies will have little choice but to 
become more competitive over the 
next decade, analysts say, Jn addition 1 

to the fiber-optic companles,,they will 1 

be assaulted by alternatives from 
wireless telephone services, micro
wave companies and cable television 
cornp3.nies. Each has various 
strengths and weaknesses, each could 
capture a slice of the telephone mar~ 
ket and each could be bundled with 
others to create formidc!.ble new serv
ices that would reach into every nook 
and cranny of the market. 

Such possibilities make Teleport, 
with its ties to Cox. particularly inter
esting. In a deal closed earlier this 
month, Cox, the fifth*largest cable 
television operator, bought 12.5 per
cent of Teleport for an undisclosed 
sum. While cox is reticent about its 
investment, industry sources specu
late that it is thinking in terms of 
combining technologies and plunging 
into the telephone market. In addition 
to installing fiber-optic cables along 
the main trunk lines of its cable sys
tem, Cox hJ.s recently launched an 

. e--:pC'rinwnI:il wirC'lc:;s 1elcp!wnc :>\'s• 
!('111 in C:-d1forn1;1 rh:11 use:-; Hs (';,.j~l

wµ c:ibf,·· W'twork in rf'LJ\ si;.:ruJ.-.: 
;irnon.;.>. r:1dtn ,1nlc1111:1e". 

Forcing Change 
In the meantime, traditional com

panies are being forced to change. 
Largely in response to Teleport and 
Metropolitan Fiber, which promise 
back-up lines to large customers, 
Nynex has introduced new "disaster 
avoidance" services tha( allow corpo
rations to run separate lines to isolat
ed central office switches. 

"The service I've received from 
Nynex this year is much better than 
what I had before," remarked David 
Granoff. director of system planning 
for the Commodity Exchange. "It's 
like a whole new company." 

TeJeport has chosen to compete on 
the basis of service and flexibility 
rather than on price. In general, it has 
pegged it~ prices close to lhose of 
New York Telephone - sometimes 
higher. But that could change. Tele
pon has shown a striking abiiity to 
use state-of-the-art equipment to 
keep costs down. pr·esumably giving 
it leeway to cut prices. While Nynex 
:-ind the o:hcr regional Bel! comp?!· 

n:cs employ an avernge 42 workers 
for everv 10,000 telephone lines, Tele
non emPloys fewer than two. 

Inc'reasingly, a compa·n·y•i m.i:fk·et~" 
ing prowess may be as important as 
low prices or its ability to instal1 
fiber-optic lines. M8.rk Lowenstein 
an analysr at the Yankee G·roup •~ 
market research fi:m in Boston, ,;ot-· 
ed that San Francisco, Boston, Chi
cago and -New York all have-two or 
more alternative carriers and .'-that 
the local telephone companies have. 
beguh building their ·own fiber-optic 
networks. As a result, Mr. Lowenstein 
predicted, traditional phone compa~ 
nics and their rivals may be able to 
get.a leg up only through cooperative 
arrangements - for instance, offer~ 
ing lo hand off service to another 
carrier if their lines go down. 

Still, for local competitors, the next 
few vcars could be marked bv the 
;;:1n:C sort of volatility that~once 
sl1ook the long-distance business. 
One of tile earliest entrants, the Insti~ 
lutizmai Commu11ica1ions Company 
of Virginia, ran into troubic by over
estimating the demand for its serv
ices. After falling into the hands of its 
creditors, it was recently acquired by 
Met ropo!itan fiber Sys1ems. Similar 
trnubles plagued D0.l!a:s-bascd DFW 
Mctro!ink, which sold its assets to 
Tckport. 

ThC' unforgiving clirn.:ite h3s even 
:\11". Arn1unz1a1a m<'.lrshal!ing his re
sources with caution. "l don't believe 
in lhe idea that if you build lt, they 
will come," he said. ■ 
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. a:tf~h;1ni:t 

)!J~~(\j:(,~;~•--~~'.:~ .';i.-'.'.:;~:j~;(1lo'.~~~,{;~;J~;~;·f~:-;{ ~-'., -.t~:,; 

- sfve t,oHdes ·-••' $30 billion in bUsiness totheSe ..,,.,_ 
te:s to promote 
:frl: the local 
Federal i:-ules 

.Y:)'./i_€Ce Of the puz-
_ , 

,\ t~e<:e.nt:r:ulit1$; by New York's 
'_b-1:lttSe:fYiCe'.:Ct:inunission al-
:-is"ttiafiY,:b-mfi0¢SS_.customers to 

• :f:!:h'.C-if_tb£:3;l:J)hQO;e service ata 
Telephone's 
• ate fiber-

al Carriers 
munications 

-n:O;-wrei!:Ch customers 
<\iW~ite, • by paying 

:W YOrk to link their 
;:·e_i<q'f)t.iC ys tb the batk 
-~4:s<Of th¢ ptib;tic.network. 

• ffo(~hese tn:for:cnnnections will 
iJ.itiJit-lirti-Hed_:tl:).l:pcal cafls be• 
u:~if!Jie Fecte,fa.J:¢.ommunica• 
_ils_(:.oril:mi~siQJl has only begun 
<qrts:tdetjmti"cifis to allow cus-
:ri~t$-Wh_o: l;m~i .their local serv-
~:tr:O:rt1>a: nh¢:(:-:O:ptics c.om_pany 
fink._via-the-lqi;Al public phone 

• tY;iP,~_ny., tQ}hi!-.ir'.:tOng•di'stance 
ttiers:., That cl:Q:ses off at least 

companies- maybe mOteif thiS 
discourages customers-from 
switching to alternative services. 

In May, the F.C.C. pr:opo_sed re* 
• -quiring public telephone.compa-

ni¢S to of.fer rivals physka:l inter-
connections for the-limited pur-
pose of linking d~dicated private 
lines of corporate telephone net-
works in more than.one city. The 
rules would not, however, link the 
ordinary telephon~ lines of sm_all-
er business customers. 

While New York and a few oth-
er states have been.aggressive in 
relaxing regulations to spur local 
competition, the F:C.C. is reluc-
tant to impose these new rules be• 
cause it does not want to force 
states that have moved more 
slo:wiy, But some regulators ar-
gue that, at a minimum, states 
that want to provide these ex-
panded interstate calling c.apabil-
ities should be_given the option to 
do so. The commission is expect-
ed to issue its first rules on inter-
connections next spring. 
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Goingfor the Local Maii<ets 
Cities around the 
nation cur:ently 
served by a Teieport 
Cormnunications iocai 
network and the rang-e 
and growth of its key 
$3.5 billion New York 
area ne_twork. 

Steady Growth 

~~~~~-~~--~•w·· 
.:••·•0? 

•
Ctaoc•i,.10 

The number of buildings in 

Teteport's NeW York __ _
1:;.11'1 

'86 

The t-/eW Yott. t'ilMS 

v\7here Teleport Would Like to Buy In •• 

T
ELEPHONE companies often 
conten~ that they !11_ak1!' l~Hle or 
fl:0 prO-fH from res?df:r'lllai CUSw 

iomers. But after the Nvnex Corpora
tion n:udc that ;1rgumc;H at a rect'n: 
Cmtgrf;'ss,onal hf'a nng_, off ;c:als of 1he· 
Tetcpo:-t Commun1ca1:0ns Group of, 
fered n. modfc>st proposal lf Nynex 
didn'1 want to serve Rn::,oklyn or 
Que-en:;. Tcl0pcft wouk:J huy tb)<st: c;,;-

"\', f-,;u h :'1 'l'.'!cit·~ .:;:., :<Ui:c, 

er \.U ;\yncx m:~/11 h : \ ,;[;;cJ v:> 
wmer w Tdcpo:·t," K◊Len C. /\thrn
son. Telep-ort's senior vice president 
said in a letter to Nynex chairman 
WHliJm C. Fcrg_u,;on 

The comment goes to the heart cf a 
key debate in the local telephont busi
ness: whether compani~s iik~ Tele• 
port are "cre21m-S;k,mr.iing·· 1he 
high-value corp-orate cu-sw-mcrs wnh• 
uni iaking responsrhiht\ forDt't..l:n:.ir:· 
USC CS, 

\V:1sTcicpon senm;s JlxnJt ns 0f
fl•r·) Yes •utd no. In a recent mtcr
\·;t-w, Mr Atkinson and Tele-port's_ 

',1,,f <'\C'Ccitivc, Rnhe:·: -\nn:::;; ::;,;_ 

,n :;cqt,: nn&. '.\y:1(·:~ • ~ ir;,,'.hii ,, ,·

like dommance of BnJoi--:lyn ,me 
Que-ens. 

But taking on Nynex in other parts 
nf the market would require several 

technical accomodations, they said. 
These include- "number portability," 
the ability to Jet customers keep their 
telephone numbers when switching to 
a rival telephone carrier, and equal 
r:.cces;; to the New York Telep-hone 
cornputerw:~d can routing, which fig• 
ures cut the quickest pJth w relay a 
ca!! at any given morncm. 

Even supporuve regu:!a10rs wort)'." 
,dJOUt !he t(•Chnical :-md sccuriry mer
''< cf lr;:it hka - ;-,e-cJUSC g:nng 
:r,01T ti,:Hl nne cu111p;1ny access to the 
cumm::md and <"o-ntrnl cemcr might 
lead to chaos, "We need the right sig~ 
nals from regulators," said Mr, An~ 
nunziata, 

https://Ctaoc�i,.10
https://e_i<q'f)t.iC

