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Calendar No. 675
2D SESSION S

[Report No. 101-355]

To permit the Bell Telephone Companies to conduct research on, design, and
manufacture telecommunications equipment, and for other purposes.

IN THE SENATE OF THE UNITED STATES

NovExBEE 21 (legislative day. NOVE BER 6), 1989

Mr. HouNcs (for himself, Mr. STEvzs, Mr. Lorr, Mr. BzN'sre, Mr.
SHELBY, Ms. Mncui,Ssn Mr. MACK, Mr. BINOAMAN, and Mr. BURNS) intro-
duced the following bill; which was read twice and referred to the Committee
on Commerce, Science, and Transportation

JUNE 29, 1990

Reported, under authority of the order of the Senate of June 29 (legislative day,
June 11), 1990 by Mr. Hoz.muNs, with an amendment

Suike out all after the enacting clauxe and insert the pat printed in italie]

A BILL
To permit the Bell Telephone Companies to conduct research

on, design, and manufacture telecommunications equipment,

and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 lives of the United States of America in Congress assembled,

HeinOnline  -- 5 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of
1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act 1 1997



1 8KI.oN 4, 4SOW

2 Ptie A4t fmy he eited as the "T zIAzzzmmni-f-Attiznt

3 Erq.-pen: M M Competition Aet ef

4 4.98.

5 8=1t &, iFug"NG

6 The engrueos finds that the eentinued erwth

8 would be assisted by permitting the Bell Peiephone Gempe-

9 niee to eandiet i'eseareh en- design, dev~elep, mafetuie,

12 s~ ,AmEN~mEm To =gn commrrrx o~ ir' op 134

13 (0~ li Crun Title Hi of the Gmaunieetions Aet

14 ef 484(4W U S. 4 et eq iamende by addingathe

15 end the fallown new meetien,

16 "BBSVUIATJlOP M*?fffFe9YUtNG B ibb E IBPItIi*B

17

18 "Sne. OB& (a) &ijeet toe w equirements of thi see-

19 tien &Rd the egtlatieon presei od thereunder, a el Tele-

20 phone Gempany fmy eendtiet ,eseaceh on and famefaetuse

21 and pirme4de tlee,:':..-ui'z..e equipment, notwithstanding

22 any eestsietien es obligation imposed befee the dae of eneet-

23 mont ef t seetien pl e %nt to the antitrst laws on the

24 lines of business in whieh a Bel TPelephene ompany fmy

25 engage, eaeept that a "el !elephene Company mawy net

26 engage in am aneli asn pe4se a both through I&

HeinOnline  -- 5 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of
1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act 2 1997



3

2 Gempemy.

3 !!(b) A"y Be" !elephone company engaged in "nY 00-

4 tivity authoeised tder ....eien (a) asha eode eieh so-

5 tkrty othor than basio seseaieh only thrmough a etiheidise

6 that i ly separate from ay eth entity ewmed or ether

7 wso eafiliaed with any el " Telephone ,,mpV. . inel.ding

6 any affiiate of one or move of the "Bell!~lephone Companies

9 that prevides "e ....-.'n'em.ens see,,4ea evee e

10 -netwe.. The O om miee.on sh i~see saee tq ensure tha

11 seOh -ab. : shall-

12 !41Q maintini books- seeos, and seeounts sops-

13 sme from the pasent T!elephone ompy whieh

14 idea* &Hl trnein wit se parent Cmp.n,

15 and even if e. subsidiar'y is not. a p liely held -

16 pesAn p.p.e finaneia s s whieh ase in

17 eomplieneeo it FdeeAl finanei: .eposting

19 meits with the Commission, and mke seh

20 'ail- e fkw publie inspeetien

21 !!M~ efisistent with the previsions of ths eetign,

22 essry eut diseetly i ow marketing, sle&, advetising,

23 instillation, peduetieont mint'nan.ee opetioe mn

24 fsetusing and resessoh and deyelopmont seiating to the

25 equipment it pwosiden, emeept that intitutionFa saves-

HeinOnline  -- 5 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of
1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act 3 1997



4

1 t6stng of a type not related to speeifie teleeemmunies-

4 4s p ofm ataset:

5 L49) enduet eA of its mnanfaetuwing aetiity in-

6 eluding design end dovp e 9 wel as khbieation,

7 end ielkding the m o eempon.n.;, witi

8 the United &etes.,

9 !144) hoe no more tmh 90 pet evenm of it.

10 eqiy owne by its pet ,ellTelephone Co .pany,

11 !!5 aeqttie eA of the detneeessamy to finanee

12 itsef from the fisaeie meterets euide the operations

13 of its patmt e Telephone Company, end be piehibit

14 ed from aequiing deb in e mom"e thet mould petnA

15 a eiedite, onf default to base reewuce to the esets of

16 the e Telephone G.mp.ny.s te ...mmunieati.n

17 seeebusinees and

18 !!()s"ellpe tetelame"oon armstntlength

19 bis frm ay of it paent RA Telephonie Gonpeny'o

20 et] w " busiesse, in-lu"'n O- e Telepon Cam-p'--

21 fy :'- ele-emm ia..y . . sesees bupinesses.

22 !!We The Oneamissien shal issue regulations ieucn

23 tha amy Bel Telephone Comnpany that enigeges int any aetivi-

24 ty euithosin by subseetion (at) shll-

HeinOnline  -- 5 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of
1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act 4 1997



5

1 ~ 44 provi~de to othe" W mmuni e tions equip-

2 et - r .......... . to el uh equip

3 men le t teeemeey oits 'ffilites whieh aeempe-

5 eefyof s affiiates,- eed

6 !4 not euheidise its folly separeted subsidiary

7 with -e'enues frem ito regulated telc-mmuni'.ti'ng

8

9 !IQd For the pwpeses of a ins en m eafereing the

10 puovieiens of t eetion end the o egulations peei'i.ed

I1I thereavidee, the Gommiesion &hl have the seine authrty

12 power, end fonetienis wit iespeet to eo" Bel Telephone

13 Oempeny es the Commission he. in eWtri efoe-

14 ing the po-visions e t title with espeet y eemme

15 eeie subjet to " Aet.

16 e) The tho-ity of the Commission 69 presesibe regu-

17 W ns te e, out is seetien is effeetive en the dete of

18 eaetmnt of tis seetien PT e ission shel preseibe

19 uh ,egtdetions within ne hundred end eigMy deye efte,

20 s9h detAe of eneotment.

21 ±f) Ae eed inhiseetin"m

22 U(44 The term 'effisie meens emy entity WA thet

23 is umdo disee er indimeet emm wneship by a e

24 Telephone _ mpenT, em dimeet y em in eetly ole ea

25 Bel Telephone Gompeny, (B) thet is undem dimeet er

HeinOnline  -- 5 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of
1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act 5 1997



6

1 iimeet eentrel by a e Telephone ompany, or di-

2 reedy or indieety eem'ls Bel Telephone gomp-

3 y O( Qin wheh Beelepho Company e its

4 ethe, affiHtes dreetly e. indi'eetly () e en eq ity

5 6IAPARe (e the eq -i- .e theee9 of mee h n 40 per

6 eentm or i) emeeeise e'.:.Intiel mWu-

7

8 !42) The term '.atiti ut lwo ! he. Ow Fmaing

9 giwen eeh term by -.b'eetien (a) of the firot oeblien of

10 the oleyten Aet (4& U.wS.. -2(a)).

11 "(8) The term 4Beg Telephone ompmye

12 thee eepenies loted in eppendim A ef the Medifiea-

13 tien of AnoI judgmenit entered Augtiet 04-, 4OW int

14 umiteg states *. Western Eleetrie, Giil Aetionl NO-.

15 8209-2 (Unted States De4et ,eec, Disti4et ef 0e.

16 ,umbie), and inelides &V meeess e er assin of my

17 sueh e mpmn but does net inelode amy affiliate ef y

18 snob eompenyT

19 Th4. qe teem '".. .. -'has thesW e

20 mea oaseh te beme in the Ilof Fi

21 Judgment entered Auigust204, 4084; in United Stae

22 . Western Eleetrie 49iwg Aetief Nor 82 0192 (United

23 States Dietriet Geui't Disti4et Gelmbis) sinter-

24 pseted in United States -. Western giee-ie Gi4

HeinOnline  -- 5 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of
1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act 6 1997



7

M No. i s ieN iet- G"&e.

2 Distiet of olombia) (fe Deeembe 8 4 87).

3 !4) !ke tem "A!z-M.Ou'NOz.t!n.' memo the

5 etItoeffier in forion eo f the etietemer!e eheing,

6 withet ehenge it the ferm of eentem of the irn-me-

7 tien@ eeeentd eeeiived y meam of on eeto

10 eelleetion stemego feiwiding, swithing, end defiveey

11 of eeh wemetien' ) esetiel to enek t.amineen,

12 ±{)The teuM '&-A I Ae u Aeti,3-n eq-.-pmen

13 meensequpmem, inindig eneomes premisesewp
14 f~e ......... "- "---min prdot twd by, a emffi

15 pro-wide ,:':...-:.n'. sevieea end ReftweeM nee-

16 eee-.'y toe p te 9".h equipment.

17 44 The *m '"kloommunic'ins ge4vime n

18 the Offeting fot hireO A sAe AwfRM -- I R 6eaifiities, f

19 of tI Ieemun. .:.1 y me& owh feeilitie'.".

20 (b) ALIDIMhIJ . Seetin W of the

21 CA... Ao o - is ffimeded by iki ee tift

22 M4-W by in'ertig eetiefs D4 end QtRS

HeinOnline  -- 5 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of
1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act 7 1997



1 SEC77ON 1. SHORT TITL&

2 This Act may be cited as the "Telecommunications

3 Equipment Research and Manufacturing Competition Act of

4 1990".

5 SEC 2. FINDINGS

6 The Congress finds that the continued economic growth

7 and the international competitiveness of American industry

8 would be assisted by permitting the Bell Telephone Compa-

9 nies, through their affiliates, to manufacture (including

10 design, development, and fabrication) telecommunications

11 equipment and customer premises equipment, and to engage

12 in research with respect to such equipment.

13 SEC I AMENDMENTS TO THE COMMUNICATIONS A CT OF 1934.

14 (a) IN GENERAL.-Title 11 of the Communications Act

15 of 1934 (47 U.S.C. 201 et seq.) is amended by adding at the

16 end the following new section:

17 "REGULATION OF MANUFACTURING BY BELL TELEPHONE

18 COMPANIES

19 "SEC. 225. (a) Subject to the requirements of this sec-

20 tion and the regulations prescribed thereunder, a Bell Tele-

21 phone Company, through an affiliate of that Company, not-

22 withstanding any restriction or obligation imposed before the

23 date of enactment of this section pursuant to the Modification

24 of Final Judgment on the lines of business in which a Bell

25 Telephone Company may engage, may manufacture and pro.

26 vide telecommunications equipment and manufacture cus-

HeinOnline  -- 5 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of
1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act 8 1997



9

1 tomer premises equipment, except that neither a Bell Tele.

2 phone Company nor any of its affiliates may engage in such

3 manufacturing in conjunction with a Bell Telephone Compa-

4 ny not so affiliated or any of its affiliates.

5 "(b) Any manufacturing or provision authorized under

6 subsection (a) shall be conducted only through an affiliate

7 (hereafter in this section referred to as a 'manufacturing af-

8 filiate ) that is separate from any Bell Telephon:e Company.

9 "(c) The Commission shall prescribe rgulations to

10 ensure that-

11 "(1) such manufacturing affiliate shall maintain

12 books, records, and accounts separate from its affiliated

13 Bell Telephone Company which identify all transac-

14 tions between the manufacturing affiliate and its affili.

15 ated Bell Telephone Company and, even if such manu-

16 facturing affiliate is not a publicly held corporation,

17 prepare financial statements which are in compliance

18 with Federal financial reporting requirements for pub-

19 licly held corporations, file such statements with the

20 Commission, and make such statements available for

21 public inspection;

22 "(2) consistent with the provisions of this section,

23 neither a Bell Telephone Company nor any of its non-

24 manufacturing affiliates shall perform sales, advertis-

25 ing, installation, production, or maintenance operations
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1 for a manufacturing affiliate; except that institutional

2 advertising, of a type not related to specific telecom.

3 munications equipment, carried out by the Bell Tele-

4 phone Company or its affiliates shall be permitted if

5 each party pays its pro rata share;

6 "(3) such manufacturing affiliate shall conduct

7 all of its manufacturing within the United States and

8 all component parts, of customer premises equipment

9 manufactured by such affiliate or of telecommunica-

10 tions equipment manufactured by such affiliate, shall

11 have been manufactured within the United States;

12 except that the Commission may, no later than three

13 months after application by such affiliate, waive the re-

14 quirements of this paragraph upon a showing of ex-

15 traordinary circumstances;

16 "(4) no more than 90 percent of the equity of

17 such manufacturing affiliate shall be owned by its af-

18 filiated Bell Telephone Company and any affiliates of

19 that Bell Telephone Company;

20 "(5) any debt incurred by such manufacturing af-

21 filiate may not be issued by its affiliates, and such

22 manufacturing affiliate shall be prohibited from incur-

23 ring debt in a manner that would permit a creditor, on

24 default, to have recourse to the assets of its affiliated
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1 Bell Telephone Company's telecommunications services

2 business;

3 "(6) such manufacturing affiliate shall not be re-

4 quired to operate separately from the other affiliates of

5 its affiliated Bell Telephone Company;

6 "(7) if an affiliate of a Bell Telephone Company

7 becomes affiliated with a manufacturing entity, such

8 affiliate shall be treated as a manufacturing affiliate of

9 that Bell Telephone Company within the meaning of

10 subsection (b) and shall comply with the requirements

11 of this section; and

12 "(8) such manufacturing affiliate shall make

13 available, without discrimination or self-preference as

14 to price, delivery, terms, or conditions, to all local tele-

15 phone exchange carrie's, for use with the public tele-

16 communications network, any telecommunications

17 equipment manufactured by such affiliates so long as

18 each such purchasing carrier-

19 "(A) does not either manufacture telecom-

20 munications equipment, or have a manufacturing

21 affiliate which manufactures telecommunications

22 equipment, or

23 "(B) agrees to make available, to the Bell

24 Telephone Company affiliated with such manu-

25 facturing affiliate or any of the other affiliates of
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1 such Company, any telecommunications equip-

2 ment manufactured by such purchasing carrier or

3 by any entity or organization with which such

4 carrier is affiliated.

5 "(d)(1) The Commission shall prescribe regulations to

6 require that each Bell Telephoue Compo.y shall maintain

7 and file with the Commission full and complete information

8 with respect to the protocols and technical requirements for

9 connection with and use of its telephone exchange service fa-

10 cilities. Such regulations shall require each such Company to

11 report promptly to the Commission any material changes or

12 proposed changes to such protocols and requirements, and the

13 schedule for implementation of such changes or proposed

14 changes.

15 "(2) A Bell Telephone Company shall not disclose to

16 any of its affiliates any information required to be filed

17 under paragraph (1) before that information is so filed.

18 "(3) When two or more carriers are providing regulated

19 telephone exchange service in the same area of interest, each

20 such carrier shall provide to other such carriers timely infor.

21 mation on the deployment of telecommunications equipment.

22 "(4) The Commission may prescribe such additional

23 regulations under this subsection as may be necessary to

24 ensure that manufacturers in competition with a Bell Tele-

25 phone Company's manufacturing affiliate have ready and
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1 equal access to the information required for such competition

2 that such Company makes available to its manufacturing

3 affiliate.

4 "(e) The Commission shall prescribe regulations requir-

5 ing that any Bell Telephone Company which has an affiliate

6 that engages in any manufacturing authorized by subsection

7 (a) shall--

8 "(1) provide, to other manufacturers of telecom-

9 munications equipment and customer premises equip-

10 ment, opportunities to sell such equipment to such Bell

11 Telephone Company which are comparable to the op-

12 portunities which such Company provides to its

13 affiliates;

14 "(2) not subsidize its manufacturing affiliate with

15 revenues from its regulated telecommunications sero-

16 ices; and

17 "(3) only purchase equipment from its manufac-

18 turing affiliate at the open market price.

19 "(f) A Bell Telephone Company and its affiliates may

20 engage in close collaboration with any manufacturer of cUa-

21 tomer premises equipment or telecommunications equipment

22 during the design and development of hardware, software, or

23 combinations thereof relating to such equipment.
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1 "(g) The Commission may prescribe such additional

2 rues and regulations as the Commission determines neces-

3 sary to carry out the provisions of this section.

4 "(h) For the purposes of administering and enforcing

5 the provisions of this section and the regulations prescribed

6 thereunder, the Commission shall have the same authority,

7 power, and functions with respect to any Bell Telephone

8 Company as the Commission has in administering and en-

9 forcing the provisions of this title with respect to any common

10 carrier subject to this Act.

11 "(i) The authority of the Commission to prescribe regu-

12 lations to carry out this section is effective on the date of

13 enactment of this section. The Commission shall prescribe

14 such regulations within 180 days after such date of enact-

15 ment, and the authority to engage in the manufacturing au-

16 thorized in subsection (a) shall not take effect until regula-

17 tions prescribed by the Commission under subsections (c),

18 (d), and (e) are in effect.

19 "() Nothing in this section shall prohibit any Bell Tele-

20 phone Company from engaging, directly or through any affil-

21 iate, in any manufacturing activity in which any company

22 or affiliate was authorized to engage on the date of enactment

23 of this section.

24 "(k) As used in this section:
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1 '(1) The term 'affiliate' means any organization

2 or entity that, directly or indirectly, owns or contoL,

3 is owned or controlled by, or is under common owner.

4 ship with a Bell Telephone Company. Such term in-

5 eludes any organization or entity in which a Bell Tele-

6 phone Company or any of its affiliates has any finan-

7 cial or management interest.

8 "(2) The term 'Bell Telephone Company' means

9 those companies listed in appendix A of the Modifica-

10 tion of Final Judgment, and includes any successor or

11 assign of any such company, but does not include any

12 affiliate of any such company.

13 "(3) The term 'customer premises equip,,nent?

14 means equipment employed on the premises of a person

15 (other than a carrier) to originate, route, or terminate

16 telecommunications.

17 "(4) The term 'manufactu.-ing' has the same

18 meaning as such term has in the Modification of Final

19 Judgment as interpreted in United States v. Western

20 Electric, Civil Action No. 82-0192 (United States

21 District Court, District of Columbia) (filed Decem-

22 ber 3, 1987).

23 "(5) The term 'Modification of Final Judgment'

24 means the decree entered August 24, 1982, in United
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1 States v. Western Electric, Civil Action No. 82-0192

2 (United States District Court, District of Columbia).

3 "(6) The term 'telecommunications' means the

4 transmission, between or among points specified by the

5 u'r, of information of the user's choosing, without

6 change in the form or content of the information aq

7 sent and received, by means of an electromagnetic

8 transmission medium, including all instrumentalities,

9 facilities, apparatus, and services (including the collec-

10 tion, storage, forwarding, switching, and delivery of

11 such information) essential to such transmission.

12 "(7) The term 'telecommunications equipment'

13 means equipment, other than customer premises equip-

14 ment, used by a carrier to provide telecommunications

15 services.

16 "(8) The term 'telecommunications service' means

17 the offering for hire of telecommunications facilities, or

18 of telecommunications by means of such facilities. ".

19 (b) CONFORMING AMENDMENT.-Section 2(b) of the

20 Communications Act of 1934 is amended striking "section

21 224" and inserting in lieu thereof "sections 224 and 225".
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