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Calendar No. 675
onges G 1981

[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

Novemser 21 (legislative day, NoveEmMBER 6), 1989

Mr. Howungs (for himself, Mr. Stevens, Mr. Lorr, Mr. Bentsen, Mr.
SHELBY, Ms. MixuLski, Mr. Mack, Mr. BinaaMAN, and Mr. BurnNs) 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. HoLLiNGs, with an amendment

{Strike out all after the enacting clausre and insert the part 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 tives of the United States of America in Congress assembled,
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SEGHION & SHORT TITLE, '

This Aet may bo cited e the “Telocommunioations
Equipment Reseerch and Manufaoturing Competition Aet of
19892
8EC. 3, FINDINGS.

The Gengress findes that the eentinued eeonomio growth
and the internetional eompetitiveness of Amerionn industry
weould be assisted by permitting the Bell TFelephone Compa-
nies to eenduet researeh on; design; develep; menufeeture;
BEC: 3. AMENDMENTS TO THE COMMUNICATIONS ACT OF 1934,

(e) In GBNBRAL—Title B of the Communieations Aot
of 1034 (47 U-5:C: 201 et seq) is amonded by edding et the
“RRGUIATION OF MANUPACTURING BY BRLL PRLBPHOND
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GOMPANIRS

£8pe: 336- (o) Subjeet to the requirements of this see-
tion and the regulations preseribed thereunder; & Bell Tele-
phene Company mey eonduet researeh on end menulecture
Ry restrietion or obligation impesed before the date of eneet-
ment of this scetion pursuant to the entitrust lows on the
lines of business in whiek o Bell Telophone Company may
engago; exeopt thet e Bell Telephone Company may net
engageinsuehm&ufae&uﬁngor.preﬁeienerbe&hshreugh&
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1 jeint manufaeturing egreoment with wnother Bell Telophene
2 Gempany-

3 “@) Any Bell Telephone Compeny engeged in ony ae-
4 tivity authorised under subseetien (e) shall eonduet sueh ae-
5 tivity other than basie researeh only threugh e subsidiery
6 thet ie fully ceparate frem any other entity owned or ether
7 wize effiliated with any Bell Telophone Goempeny; ineluding
& any affiliate of one er more of the Bell Tolephone Companies
9 that prevides teloeommunieations serviees over the telephone
10 netwerk:- The Commission shall issue rules t9 ensure that
11 sueh subsidiary shall—

12 (1) maintein boeks; records; and acecunts sepa-
13 rate from the peront Bell Telephone Company whieh
14 identify oll transsetions with sueh psrent Company
15 and; even if sueh subsidiery is net a publiely held eor-
16 poration; prepare fineneial stetements whieh ere in
17 eomplianee with Federal fineneial reporting require-
18 ments for publiely held eorperations; file sueh state-
19 ments with the Commission; and make sueh stetements
20 avatlable for publie inepeetion:

21 £43) evnsistent with the provisiens of thin seetien;
22 earry out direetly its own marketing; salos; advertising;
23 installation; preduetion; maintenence eperations; menu-
24 facturing; and reseereh and developmont releting to the
25 equiprment it prevides; exeept that inntitutional adver-
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1 tising of & type not related to opeeifie tolecommunies-
3 phone Gompeny chall be permitted if esch party pays
4 its pro rate sheve:

5 “(3) eenduet all of o menulneturing aotivity; in-
6 eluding design end development as well as fabriestion;
7 end ineluding the menufeeture of eemponents; within
8 the United States;

9 “4) heve ne meore than 00 per eentum of s
10 equity ewned by its perent Bell Telephone Compeny:
11 “B) eequire all of the debt neeessary te fnenee
12 itoelf from the fineneial merkets eutside the eperatiens
13 of ite parent Bell Telephono Company; and be prehibit-
14 ed from eequiring debt in & manner thet would permit
15 & ereditor; on defeult; to have reeourse to the esnets ef
16 the Bell Telephone Company's telocommunioations
17 serviees business: and

18 46) shell eperate et all times on en arms-length
19 basio from any of ite parent Bell Telophone Company's
20 ether businesses; ineluding the Bell Teloephone Compe-
21 ny's telecommunieations serviees businesses:

22 “4e) The Commissien shell issue regulations requiring
23 thet any Bell Telophone Company that engrges in eny setivi-
24 ¢y sutherized by subseetion (a) shell—
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1 “1) provide te other tolecommunieations equip-
2 ment manufoeturers oppertunities te sell sueh equip-
3 ment to iteell or any of its eifilistes which are eompe-
4 rable to the eppertunities whieh it prevides to itoelf or
5 any of its effiliates; end

6 49) not eubsidive it fully separated subsidiary
7 with revenues frem its regulated telecommunientions
8 serviees:

9 £(d) ¥or the purpeses of administering and enforeing the
10 previsions of this seetion and the regulations preseribed
11 thereunder; the Commission shell have the same euthority;
12 power; and funetions with respeet to eny Bell Telephone
13 Cempany as the Commission has in edministering and enfore-
14 ing the provisiens of this title with respeet to eny eemmen
15 errior subjoet to thie Aet:

16 “(e) The authority of the Commission to preseribe regu-
17 latiens to earry out this seetion is effeetive on the date ef
18 ensetment of this seetion: The Commission shell preseribe
19 sueh regulations within one hundred end eighty days efter
20 suech date of ennetment: '

21 P Ac uoed in this seetion:

22 “43) The torm ‘affiliste’ means any ontity (A) thet
23 is under direet or indircet eommeon ownership by e Bell
24 Telephone Company; or direetly or indireetly owns o
25 Bell Telophone Company; (B) thet is under direet or
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1 indireet eontrel by a Bell Telephene Compeny; or di-
2 reetly or indireetly eontrele & Bell Telephone Compe-
3 ny; or (C) in which a Bell Telophone Company or ite
4 other affilistes direetly or indireetly () have an oguity
5 intorest (er the equivalent thereof) of mere then 10 per
6 eentum or (i) exereise substential menagement influ-
7 enee:

8 42) The term ‘entitrust laws’ hes the meening
9 given sueh term by subseetion (o) of the first seetien of
10 the Glayten Aet 16 U-5:6: 13e)-

11 3) The term ‘Bell Telephone Company’ mesns
12 these eompenies listed in appendix A of the Medifiee-
13 tien of Finel Judgment entered August 94; 1883; in
14 United States v- Western Elootrie; Givil Aetion No:
15 83-0199 (United States Distriet Court; Distriet of Co-
16 lumbia); and inecludes any sueeessor or essign of eny
17 _ sueh company; but dees net inelude eny affiliate of any
18 sueh eompeny- |

19 “4) The term ‘menufesturing! hes the same
20 moaning a8 such term hes in the Medifieation of Finel
21 Judgmont entered August 34; 1883; in United Stetes
92 v Westorn Eloetrie; Civil Action No: 820103 MWnited
23 States Distriet Court; Diotriet of Columbie) as inter
24 preted in United States v Western Kleetrie; GCivil

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
Distriet of Columbia) (filed Doeember 3; 188%):

45) The term ‘telecommunioations” means the
tranemission; between or ameng points speeified by the
eustomer; or information of the eustemer’s eohoesing;
without ehange in the form of eentent of the informa-
tion 0o sent and recoived; by menns of en electromeg-
notio trensmission medium; ineluding all instrumental-
ities; foeilities; npparatue; and serviees Gneluding the
of such information) essontial o suech transmission:

C @ 3 N N W N e

| I
- QO

I
|

I
z;%
¥

essery to eperate sueh equipment:

the eoffering for hire of telecommunientions faeilities; or
of telecommunieations by meane of such feeilities

20 () ConronMING AMBNBMBNP—Seetion 3(b) of the
21 GCemmunieations Aet of 1834 is amended by striking “‘seetion
22 234" by inserting “sections 334 and 296"

e e
© ®
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SECTION 1. SHORT TITLE. .

This Act may be cited as the “Telecommunications
Equipment Research and Manufacturing Competition Act of
1990".

SEC. 2. FINDINGS.

The Congress finds that the continued economic growth

and the international compelitiveness of American industry

would be assisted by permitting the Bell Telephone Compa-

© W a3 & O A~ W N

nies, through their affiliates, to manufacture (including
design, developmen!, and fabrication) telecommunications

—
- O

equipment and customer premises equipment, and to engage

p—
[ V)

in research with respect to such equipment.

[
wWw

SEC. 3. AMENDMENTS TO THE COMMUNICATIONS ACT OF 1934.

[
>

(a) IN GENERAL.—Title I1 of the Communications Act
of 1934 (47 U.S.C. 201 et seq.) is amended by adding at the

-
R O,

end the following new section:

b
-3

“REGULATION OF MANUFACTURING BY BELL TELEPHONE

[
®

COMPANIES

s
U]

 “SEC. 225. (a) Subject to the requirements of this sec-
tion and the regulations prescribed thereunder, a Bell Tele-

NN N
- O

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

(34
8

withstanding any restriction or obliyation imposed before the

N
[-C]

date of enactment of this section pursuant to the Modification

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

N N
v e

Telephone Company may engage, may manufacture and pro-

N
(=]

vide lelecommunications equipment and menufacture cus-
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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 cffiliate
T (hereafter in this section referred to as a ‘manufacturing af-
8 filiate’) that is separate from any Bell Telephon: Company.
9 “c) The Commission shall prescribe ;egulations 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 Telsphone 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 equipmen!, 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 ez-
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 prohkibited 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 Telephome 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 ils 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 carriers, for use with the public tele-
16 communicalions network, any telecommunications
17 equipmen! manufactured by such affiliates so long as
18 each such purchasing carrier—
19 “(A) does nol 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

HeinOnline -- 5 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of
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such Company, any telecommunicalions equip-
ment manufactured by such purchasing carrier or
by any entity or organization with which such

carrier is affiliated.
“@d)(1) The Commission shall prescribe regulations to
require that each Bell Telephone Compo.y shall maintain
and file with the Commission full and complete information

with respect to the protocols and technical requirements for

© O -2 O ¢ A W N

connection with and use of is telephone exchange service fa-

[
(=]

cilities. Such regulations shall require each such Company to

—t
P

report prompltly to the Commission any material changes or

[
(-]

proposed changes to such protocols and requirements, and the

[
w

schedule for implementation of such changes or proposed

ok
=N

changes.

“(®) A Bell Telephone Company shall not disclose to

-
[~ T ]

any of its affiliates any information required to be filed

[
-3

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

[
a0

“(3) When two or more carriers are providing requlated

-
©

telephone ezchange service in the same area of interest, each

[
(=]

such carrier shall provide to other such carriers timely infor-

N
ot

mation on the deployment of telecommunications equipment.

[
N

“(4) The Commission may prescribe such additional

[
w

regulations under this subsection as may be necessary to

L)
I

ensure that manufacturers in competition with a Bell Tele-

[l
(5}

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 “¢) 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 o sell such equipment to such Bell
11 Telephone Company which are comparable to the op-
12 portunities which such Company provides to ils
13 affiliates;
14 “(2) not subsidize its manufacturing affiliate with
15 revenues from its regulated telecommunications serv-
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 cus-
21 tomer premises equipme;lt or telecommunications equipment
22 during the design and development of hardware, software, or

23 combinetions thereof relating to such equipment.
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“@9) The Commission may prescribe such additional
rules and regulations as the Commission delermines neces-
sary to carry out the provisions of this section.

“(h) For the purposes of administering and enforcing
the provisions of this section and the requlations prescribed
thereunder, the Commission shall have the same authority,
power, and functions with respect to any Bell Telephone

Company as the Commission has in administering and en-

W O a9 B % e W N

forcing the provisions of this title with respect to any common
10 carrier subject to this Act.

11 “() The authority of the Commissio;n 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 whick any coinpany
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 entily that, directly or indirectly, owns or controls,
3 i3 owned or controlled by, or is under common owner-
4 ship with a Bell Telephone Company. Suck term in-
5 cludes 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 appendiz A of the Modifica-
10 tion of Final Judgment, and includes an.y 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 equipmient’
14 means equipment employed on the premises of a person
15 (other than a carrier) lo originale, roule, or lerminate
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

HeinOnline -- 5 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of
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1 States v. Western Electric, Civil Action No. 82-0192
2 (United States District Court, Districtv of Columbia).
3 “6) The term ‘telecommunications’ means the
4 transmission, between or among points specified by the
5 vser, vof information of the user’s choosing, without
6 change in the form or content of the information as
7 sent and received, by means of an electromagnetic
8 transinission 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 “47) 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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