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Feb. 8, 1996
(S.652\

Telecommuni
cations Act of
1996.
Intergovern
mental relations.
47 USC 609 note.

Public Law 104-104
104th Congress

An Act
To promote competition and reduce regulation in order to secure lower prices and

higher quality services for American telecommunications consumers and encourage
the rapid deployment of new telecommunications technologies.

Be it enacted by the Senate and House of Representatives of
the United States ofAmerica in Congress assembled,
SECTION 1. SHORT TITLE; REFERENCES.

(a) SHORT TITLE.-This Act may be cited as the ''Telecommuni
cations Act of 1996".

(b) REFERENCEs.-Except as otherwise exrressly provided,
whenever in this Act an amendment or repea is expressed in
terms of an amendment to, or repeal of, a section or other provision,
the reference shall be considered to be made to a section or other
provision of the Communications Act of 1934 (47 U.S.C. 151 et
seq.).
SEC. 2. TABLE OF CONTENTS.

The table of contents for this Act is as follows:
Sec. 1. Short title; references.
Sec. 2. Table of contents.
Sec. 3. Definitions.

TITLE I-TELECOMMUNICATION SERVICES

Subtitle A-Telecommunications Services
Sec. 101. Establishment of part II of title II.

"PART II-DEVEWPMENT OF COMPETITIVE MARKETS
"Sec. 251. Interconnection.
"Sec. 252. Procedures for negotiation, arbitration, and approval of agreements.
"Sec. 253. Removal of barriers to entry. t.
"Sec. 254. Univenal service.
"Sec. 256. Access by persons with disabilities.
"Sec. 256. Coordination for intereonnectivity.
"Sec. 257. Market entry barrien proceeding.
"Sec. 258. Illegal changes in subsCriber carrier selections.
"Sec. 259. IntrUtrueture sharing.
"Sec. 260. Provision of telemessaging service.
"Sec. 261. Effect on other requirements."

Sec. 102. Eligible telecommunications carriers.
Sec. 103. Exempt telecommunications companies.
Sec. 104. NondIscrimination principle.

Subtitle B-Special Provisions Concerning Bell Operating Companies
Sec. 151. Bell operating company provisions.

"PART IlI-SPECIAL PROVISIONS CONCERNING BELL OPERATING
COMPANIES

"Sec. 271. Bell operating company entry into interLATA services.
"Sec. 272. Separate affiliate; siifeguards.

"Sec. 273. Manufacturl~ by.Bell o~rating companies.
"Sec. 274. Electronic publishing b)' Bell operating companies.
"Sec. 276. Alarm monitoring servwee.
"Sec. 276. Provision of paypllone service."

TITLE II-BROADCAST SERVICES
Sec. 201. Broadcaat spectrum ftuibility.

"Sec. 336. Broadcaat lpec:trum flexibility."
Sec. 202. Broadcaat ownenhip.
Sec. 203. Term of licenses.
Sec. 2M. Broade:aat license renewal procedures.
Sec. 206. Direct broadcast satellite service.
Sec. 206. Automated Ihi~ distrees and sa~ systems.

"Sec. 365. Automateel lhip distreee and safety systems."
Sec. 207. Restrictionl on over-the-air reception devices.

TITLE III-CABLE SERVICES
Sec. 301. Cable Act reform.
Sec. 302. Cable service provided by telephone companies.

"PART V-VIDEO PROORAMMING SERVICES PRoVIDED BY TELEPHONE COMPANIES
"Sec. 661. Retrulatory treatment of video programming services.
"Sec. 652. Prohibition on buyouts.
"Sec. 653. Eetablilhment of open video .yatem....

Sec. 303. Preemption of franchising authority regulation of telecommunications
service•.

Sec. 304. Com~titiveavailability of navigation devices.
"Sec. 629. Competitive availability ornavigation devices."

Sec. 305. Video programming acceuitiilit1.'
"Sec. 713. VIdeo programming acceaslbility,"

TITLE IV-REGULATORY REFORM
Sec. 401. Regl.!latory forbearance.

"Sec. 10. Competition in provision of telecommunications service."
Sec. 402. Biennial review of regl.!lations; regulatory relief.

"Sec. 11. ~latory reform."
Sec. 403. Elimination of unneceB8ary Commi88ion regulations and functions.

TITLE V-OBSCENITY AND VIOLENCE

Subtitle A-Obscene, HaraBBing, and Wrongful Utilization of Telecommunications
Facilities

Sec. 501. Short title.
Sec. 602. Obscene or harassing use of telecommunications facilities under the Com

munications Act of 1934.
Sec. 503. Obscene prol!'amming on cable television.
Sec. 504. ScrambliD2 of cable channels for nonsubscribers.

"Sec. 640. Scrambling of cable channels for nonsubscribers."
Sec. 505. Scrambling of sexually explicit adult video service programming.

"Sec. 641. Scrambling of aemally explicit adult video service programming,"
Sec. 606. Cable operator refusal to carry certain programl.
Sec. 507. Clarification of current laws regarding communication of obscene mate

rials through the use of computers.
Sec. 508. Coercion and enticement of mmon.
Sec. 509. Online famil)' empowerment.

"Sec. 230. ProtectIon for private blocking and screening of offensive material."

Subtitle B-Violence
Sec. 551. Parental choice in television programming.
Sec. 552. Technology fund.

Subtitle C-Judicial Review
Sec. 561. Expedited review.

TITLE VI-EFFECT ON OTHER LAWS
Sec. 601. Applicability of conaent decrees and other law.
Sec. 602. Preemption of local taxation with respect to direct-to-home services.

TITLE VII-MISCELLANEOUS PROVISIONS
Sec. 701. Prevention of unfair billing practices for information or services provided

over toll-free telephone calls. .
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SEC. 8. DEFINITIONS.
(a) ADDITIONAL DEFINITIONS.-Section 3 (47 U.S.C. 153) is

amended- '"
(1) in subsection (r)-

(A) by inserting "(A)" after "means"; and
(B) by inserting before the period at the end the follow

ing: ", or (B) comparable service provided through a system
of switches, transmission equipmentbor other facilities (or
combination thereot) by which a su scriber can originate
and terminate a telecommunications service"; and
(2) by adding at the end thereof the following:
"(33) AFFILIATE.-The term ·aft....iate' means a person that

(directly or indirectly) owns or controls, is owned or controlled
by, or is under common ownership or control with, another
person. For purposes.of this paragraph, the term 'own' means
to own an equity interest (or the equivalent thereot) of more
than 10 percent.

"(34) AT.T CONSENT DECREE.-The term 'AT&T Consent
Decree' means the order entered August 24, 1982, in the anti
trust action styled United States v. Western Electric, Civil
Action No. 82-0192, in the United States District Court for
the District of Columbia, and includes any judgment or order
with respect to such action entered on or after August 24,
1982.

"(35) BELL OPERATING COMPANY.-The term 'Bell operating
company'-

"(A) means any of the following companies: Bell Tele
phone Company of Nevada, Illinois Bell Telephone Com
pany, Indiana Bell Telephone Company, Incorporated,
Michigan Bell Telephone Company, New England Tele
phone and Telegraph Company, New Jersey Bell Telephone #

Company, New t'ork Telephone Company, U S West
Communications Com~any, South Central Bell Telephone
Company, Southern Bell Telephone and Telegraph Com
pany, Southwestern Bell Telephone Company, The Bell
Telephone Company of Pennsylvania;. The Chesapeake and
Potomac Telephone Company, The vhesapeake and Poto
mac Telephone Company of Maryland, The Chesapeake
and Potomac Telephone Company of Virginia, The Chesa
peake and Potomac Telephone Company of West Virginia,
The Diamond State Telephone Company, The Ohio Bell
Telephone Company, The Pacific Telephone and Telegraph
Com.eany, or WIsconsin Telephone Company; and

(B) includes any successor or assign of any such com
pany that provides ",ireline telephone exchange service;
but .

Sec. 702. Privacy of customer information
"Sec. 222. Privacy of customer information."

Sec. 703. Pole attachments.
Sec. 704. Facilities siting; radio frequency emi88ion standards.
Sec. 705. Mobile semcee direct acce88 to long distance carriers.
Sec. 706. Advanced telecommunications incentives.
Sec. 707. Telecommunications Development Fund.

"Sec. 714. Telecommunications Development Fund."
Sec. 708. National Education Technology Funding Corporation.
Sec. 709. Report on the use of advanced telecommunications services for medical

purposes.
Sec. 710. Authorization of appropriations. "

"(C) does not include an affiliate of any such company,
other than an affiliate described in subparagraph (A) or
(B).
"(36) CABLE SERVICE.-The term 'cable service' has the

meaning given such term in section 602.
"(37) CABLE SYSTEM.-The term 'cable system' has the

meaning given such term in section 602.
"(38) CUSTOMER PREMISES EQUIPMENT.-The term 'cus

tomer premises equipment' means equipment employed on the
premises of a person (other than a carrier) to originate, route,
or terminate telecommunications.

"(39) DIALING PARITY.-The term 'dialing parity' means
that a person that is not an affiliate of a local exchange carrier
is able to provide telecommunications services in such a manner
that customers have the ability to route automatically, without
the use of any access code, their telecommunications to the
telecommunications services provider of the customer's designa
tion from among 2 or more telecommunications services provid
ers (including such local exchange carrier).

"(40) EXCHANGE ACCEss.-The term 'exchange access'
means the offering of access to telephone exchange services
or facilities for the purpose of the origination or termination
of telephone toll servIces.

"(41) INFORMATION SERVICE.-The term 'information serv
ice' means the offering of a calJ8bility for generatin~, acquiring,
storing, transforming, processIng, retrieving, utiliZIng, or mak
ing available information via telecommunications, and includes
electronic publishing, but does not include any use of any
such capability for the management, control, or operation of
a telecommunications system or the management of a tele
communications service.

"(42) INTERLATA SERVICE.-The term 'interLATA service'
means telecommunications between a point located in a local
access and transport area and a point located outside such
area.

"(43) LoCAL ACCESS AND TRANSPORT AREA.-The term 'local
access and transport area' or 'LATA' means a contiguous
geographic area-

"(A) established before the date of enactment of the
Telecommunications Act of 1996 by a Bell operating com
pany such that no exchabge area includes points within
more than 1 metropolitan statistical area, consolidated
metropolitan statistical area, or State, except as expressly
permitted under the AT&T Consent Decree' or

"(B) established or modified by a Beti operating com
pany after such date of enactment and approved by the
Commission.
"(44) LoCAL EXCHANGE CARRIER.-The term 'local exchange

carrier' means any person that is engaged in the provision
of telephone exchange service or exchange access. Such term
does not include a person insofar as such person is engaged
in the provision of a commercial mobile service under section
332(c), except to the extent that the Commission finds that
such service should be included in the definition of such term.

"(45) NETWORK ELEMENT.-The term 'network element'
means a facility or equipment used in the provision of a tele
communications service. Such term also includes features, func-
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tions, and capabilities that are provided by means of such
facility or equipment, including subscriber numbers, databases,
signaling systems, and information sufficient for billing and
collection or used in the transmission, routing, or other provi
sion of a telecommunications service.

"(46) NUMBER PORTABILITY.-The term 'number portability'
means the ability of users of telecommunications services to
retain, at the same location, existing telecommunications num
bers without impairment of quality, reliability, or convenience
when switching from one telecommunications carrier to
another.

"(47) RURAL TELEPHONE COMPANY.-The term 'rural tele
phone company' means a local exchange carrier operating entity
to the extent that such entity-

"(A) provides common carrier service to any local
exchange carrier study area that does not include either-

"(i) any incorporated place of 10,000 inhabitants
or more, or any part thereof, based on the most recently
available population statistics of the Bureau of the
Census; or

"(ii) any territory, incorporated or unincorporated,
included in an urbanized area, as defined by the
Bureau of the Census as of August 10, 1993;
"(B) provides telephone exchange service, including

exchange access, to fewer than 50,000 access lines;
"(C) provides telephone exchange service to any local

exchange carrier study area with fewer than 100,000 access
lines; or

"(D) has less than 15 percent of its access lines in
communities of more than 50,000 on the date of enactment
of the Telecommunications Act of 1996.
"(48) TELECOMMUNICATIONS.-The term 'telecommuni

cations' means the transmission, between or among points
specified by the user, of information of the user's choosing,
without change in the form or content of the information as
sent and received.

"(49) TELECOMMUNICATIONS CARRIER.-The term 'tele
communications carrier' means any provider of telecommuni
cations services, except that such term does not include
aggregators of telecommunications services (as defined in sec
tion 226). A telecommunications carrier shall be treated as
a common carrier under this Act only to the extent that it
is engaged in providing telecommunications services, except
that the Commission shall determine whether the provision
of fixed and mobile satellite service shall be treated as common
carriage.

"(50) TELECOMMUNICATIONS EQUIPMENT.-The term 'tele
communications equipment' means equipment, other than cus
tomer premises equipment, used by a carrier to provide tele
communications servtces, and includes software integral to such
equipment (including upgrades).

"(51) TELECOMMUNICATIONS SERVICE.-The term 'tele
communications service' means the offering of telecommuni
cations for a fee directly to the public, or to such classes
of users as to be effectively available directly to the public,
regardless of the facilities used....

"

I

(b) COMMON TERMINOLOGY.-Except as otherwise provided in 4
this Act, the terms used in this Act nave the meanings provided
in section 3 of the Communications Act of 1934 (47 U.S.C. 153),
as amended by this section.

(c) STYLISTIC CONSISTENCY.-Section 3 (47 U.S.C. 153) is
amended-

(1) in subsections (e) and (n), by redesignating clauses
(1), (2), and (3), 88 clauses (A)b(B), and (C), respectively;

(2) in subsection (w), y redesignating paragraphs (1)
through (5) as subparagraphs (A) through (E), respectively;

(3) in subsections (y) and (z), by redesignating paragraphs
(1) and (2) as subparavaphs (A) and (B), respectively;

(4) by redeslgnatmg subsections (a) through (il) as para
graphs (1) through (32);

(5) by indenting such paragraphs 2 em spaces;
(6) by inserting after the designation of each such para-

graph- .
(A) a heading, in a form consistent with the form

of the heading of this subsection, consisting of the term
defined by such paragraph, or the first term so defined
ifsuch paragraph defines more than one term; and

. (B) the words "The term";
(7) by changing the first letter of each defined term in

such paragraphs from a caDital to a lower case letter (except
for "United States", "State", "State commission", and "Great
Lakes Agreement"); and

(8) by reordering such paragraphs and the additional para
graphs added by subsection (a) m alphabetical order based
on the headings of such paragraphs and renumbering such
paragraphs as so reordered.
(d) CONFORMING AMENDMENTS.-The Act is amended-

(1) in section 225(a)(1), by striking "section 3(h)" and insert- ,
ing "section 3";

(2) in section 332(d), by striking "section 3(n)" each place '
it appears and inserting "section 3"; and

(3) in sections 62l(d)(3), 636(d), and 637(a)(2), by striking ,
"section 3(v)" and inserting "section 3".

TITLE I-TELECOMMUNICATION
SERVICES

Subtitle A-Telecommunications Services

SEC. 101. ESTABLISHMENT OF PART II OF TITLE II.
(a) AMENDMENT.-Title II is amended "by inserting after section

229 (47 U.S.C. 229) the following new part:

"PART II-DEVELOPMENT OF COMPETITIVE
MARKETS

"SEC. 261. INTERCONNECTION.

"(a) GENERAL DUTY OF TELECOMMUNICATIONS CARRIERS.-Eaco
telecommunications carrier has the duty-

"(1) to interconnect directly or indirectly with the faciliti( s
and equipment of other telecommunications carriers; and
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"(2) not to install network features, functions, or capabili
ties that do not comply with the guidelines and standards
established pursuant to section 255 or 256.
"(b) OBLIGATIONS OF ALL LOCAL EXCHANGE CARRIERS.-Each

local exchange carrier has the following duties:
"(1) RESALE.-The duty not to prohibit, and not to impose

unreasonable or discriminatory conditions or limitations on,
the resale of its telecommunications services.

"(2) NUMBER PORTABILITY.-The duty to provide, to the
extent technically feasible, number portability in accordance
with requirements prescribed by the Commission.

"(3) DIALING PARITY.-The duty to provide dialing parity
to competing providers of telephone exchange service and tele
phone toll service, and the duty to permit all such providers
to have nondiscriminatory access to telephone numbers, opera
tor services, directory assistance, and directory listing, with
no unreasonable dialing delays.

"(4) ACCESS TO RIGHTS-OF-WAY.-The duty to afford access
to the poles, ducts, conduits, and rights-of-way of such camer
to competing providers of telecommunications services on rates,
terms, and conditions that are consistent with section 224.

"(5) RECIPROCAL COMPENSATION.-The duty to establish
reciprocal compensation arrangements for the transport and
termination of telecommunications.
"(c) ADDITIONAL OBLiGATIONS OF INCUMBENT LoCAL EXCHANGE

CARRIERS.-In addition to the duties contained in subsection (b),
each incumbent local exchange carrier has the following duties:

"(1) DuTY TO NEGOTIATE.-The duty to negotiate in good
faith in accordance with section 252 the particular terms and
conditions of agreements to fulfill the duties described in para
graphs (1) through (5) of subsection (b) and this subsection.
The requesting telecommunications carrier also has the duty
to negotiate in good faith the terms and conditions of such
agreements.

"(2) INTERCONNECTIoN.-The duty to provide, for the facili
ties and equipment of any requesting telecommunications car
rier, interconnection with the local exchange carrier's network

"(A) for the transmission and routing of telephone
exchange service and exchange access;

"(B) at any technically feasible point within the car
rier's network;

"(C) that is at least equal in quality to that provided
by~ the local exchange carrier to itself or to any subsidiary,
affiliate, or any other party to which the carrier provides
interconnection; and

"(D) on rates, terms, and conditions that are just,
reasonable, and nondiscriminatory, in accordance with the
terms and conditions of the agreement and the require
ments of this section and section 252.
''(3) UNBUNDLED AccEss.-The duty to provide, to any

requesting telecommunications carrier for the provision of a
telecommunications service nondiscriminatory access to net
work elements on an unbundled basis at any technically feasible
point on rates, terms, and conditions that are just, reasonable,
and nondiscriminatory in accordance with the terms and condi
tions of the agreement and the requirements of this section
and section 252. An incumbent local exchange carrier shall

,

•

I

provide such unbundled network elements in a manner that
allows requesting carriers to combine such elements in order
to provide such telecommunications service.

"(4) RESALE.-The duty-
"(A) to offer for resale at wholesale rates any tele

communications service that the carrier provides at retail
to subscribers who are not telecommunications carriers;
and

"(B) not to prohibit, and not to impose unreasonable
or discriminatory conditions or limitations on, the resale
of such telecommunications service, except that a State
commission may, consistent with regulations prescribed by
the Commission under this section, prohibit a reseller that
obtains at wholesale rates a telecommunications service
that is available at retail only to a category of subscribers
from offering such service to a different category of
subscribers.
"(5) NOTICE OF CHANGES.-The duty to provide reasonable

public notice of changes in the information necessary for the
transmission and routing of services using that local exchange
carrier's facilities or networks, as well as of any other changes
that would affect the interoperability of those facilities and
networks.

"(6) COLLOCATloN.-The duty to provide, on rates, terms,
and conditions that are just, reasonable, and nondiscriminatory,
for physical collocation of equipment necessary for interconnec
tion or access to unbundled network elements at the premises
of the local exchange carrier, except that the carrier may pro
vide for virtual collocation if the local exchange carrier dem
onstrates to the State commission that physical collocation
is not practical for technical reasons or because of space limita
tions.
"(d) IMPLEMEN'rATION.-

"(1) IN GENERAL.-Within 6 months after the date of enact- Reg
ment of the Telecommunications Act of 1996, the Commission
shall complete all actions necessary to establish regulations
to implement the requirements of this section.

"(2) ACCESS STANDARDs.-In determining what network ele
ments should be made available for purposes of subsection
(c)(3), the Commission shall co"'sider, at a minimum, whether

"(A) access to such network elements as are proprietary
in nature is necessary; and

"(B) the failure to provide access to such network ele
ments would impair the ability of the telecommunications
carrier seeking access to provide the services that it seeks
to offer.
"(3) PRESERVATION OF STATE ACCESS REGULATIONS.-In

prescribing and enforcing regulations to implement the require
ments of this section, the Commission shall not preclude the
enforcement of any regulation, order, or policy of a State
commi88ion that-

"(A) establishes access and interconnection obligations
of local exchange carriers;

"(B) is consistent with the requirements of this section;
and
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"(C) does not substantially prevent implementation of
the requirements of this section and the purposes of this
part.

"(e) NUMBERING ADMINISTRATION.-
"(I) COMMISSION AUTHORITY AND JURISDICTION.-The

Commission shall create or designate one or more impartial
entities to administer telecommunications numbering and to
make such numbers available on an equitable basis. The
Commission shall have exclusive jurisdiction over those portions
of the North American Numbering Plan that rertain to the #

United States. Nothing in this paragraph shal preclude the
Commission from delegating to State commissions or other
entities all or any portion of such jurisdiction.

"(2) COSTS.-The cost of establishing telecommunications
numbering administration arrangements and number port
ability shall be bome by all telecommunications carriers on
a competitively neutral basis as determined by the Commission.
"(f) EXEMPTIONS, SUSPENSIONS, AND MODIFICATIONS.-

"(1) EXEMPTION FOR CERTAIN RURAL TELEPHONE COMPA
NIES.-

"(A) ExEMPTION.-Subsection (c) of this section shall
not apply to a rural telephone company until (i) such com
pany has received a bona fide request for interconnection,
services, or network elements, and (ii) the State commission
determines (under subparagraph (B» that such request
is not unduly economically burdensome, is technically fea
sible, and is consistent with section 254 (other than sub
sections (b)(7) and (c)(l)(D) thereot).

"(B) STATE TERMINATION OF EXEMPTION AND
IMPLEMENTATION SCHEDULE.-The party making a bona
fide request of a rural telephone company for interconnec
tion, services, or network elements shall submit a notice
of its request to the State commission. The State commis
sion shall conduct an inquiry for the purpose ofdetermining
whether to terminate the exemption under subparagraph
(A). Within 120 days after the State commission receives
notice of the request, the State commission shall terminate
the exemption If the request is not unduly economically
burdensome, is technically feasible, and is consistent with
section 254 (other than subsections (b)(7) and (c)(1)(D)
thereot). Upon termination of the exemption, a State
commission shall establish an implementation schedule for I
compliance with the request that is consistent in time
and manner with Commission regulations.

"(C) LIMITATION ON EXEMPTloN.-The exemption pro
vided by this paragraph shall not apply with respect to
a request under subsection (c) from a cable operator provid
ing video programming, and seeking to provide any tele
communications service, in the area in which the rural
telephone company provides video programming. The
limitation contained in this subparagraph shall not apply
to a rural telephone company that is providing video
programming on the date of enactment of the Telecommuni
cations Act of 1996.
"(2) SUSPENSIONS AND MODIFICATIONS FOR RURAL CAR

RIERS.-A local exchan"e carrier with fewer than 2 percent
of the Nation's subscnber lines installed in the aggregate

nationwide may petition a State commission for a suspension
or modification of the application of a requirement or require
ments of subsection (b) or (c) to telephone exchange service
facilities specified in such petition. The State commission shall
grant such petition to the extent that, and for such duration
as, the State commission determines that such suspension or
modification-

"(A) is necessary-
"(0 to avoid a significant adverse economic impact

on users oftelecommunications services generally;
"(ii) to avoid imposing a requirement that is unduly

economically burdensome; or
"(iii) to avoid imposing a requirement that is tech

nically infeasible; and
"(B) is consistent with the public interest, convenience,

and necessity.
The State commission shall act upon any petition filed under
this paragraph within 180 days after receiving such petition.
Pendmg such action, the State commission may suspend
enforcement of the requirement or requirements to which the
petition applies with respect to the petitioning carrier or car
riers. .
"(g) CONTINuED ENFORCEMENT OF EXCHANGE ACCESS AND

INTERCONNECTION REQUIREMENTS.-On and after the date of enact
ment of the Telecommunications Act of 1996, each local exchange
carrier, to the extent that it provides wireline services, shall provide
exchange access, information access, and exchange services for such
access to interexchange carriers and information service providers
in accordance with the same equal access and nondiscriminatory
interconnection restrictions and obligations (including receipt of
compensation) that apply to such carrier on the date immediately
preceding the date of enactment of the Telecommunications Act
of 1996 under any court order, consent decree, or regulation, order,
or policy of the Commission, until such restrictions and obligations
are explicitly superseded by regulations prescribed by the Commis
sion after such date of enactment. During the period beginning
on such date of enactment and until such restrictions and obliga
tions are so superseded, such restrictions and obligations shall
be enforceable in the same manner as regulations of the Commis
sion.

"(h) DEFINITION OF INCUMBENT LOCAL ExCHANGE CARRIER.
"(1) DEFINITION.-For pUrposes of this section, the term

'incumbent local exchange carrier' means, with respect to an
area, the local exchange carrier that-

"(A) on the date of enactment of the Telecommuni
cations Act of 1996, provided telephone exchange service
in such area; and

. "(B)(i) on such date of enactment, was deemed to be
a member of the exchange carrier association pursuant
to section 69.601(b) of the Commission's regulations (47
C.F.R. 69.601(b»; or

"(ii) is a person or entity that, on or after such date
of enactment, became a successor or assign of a member
described in clause (i).
"(2) TREATMENT OF COMPARABLE CARRIERS AS INCUM

BENTS.-The Commission may, by rule, provide for the treat
ment of a local exchange carrier (or class or category thereot)
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as an incumbent local exchange carrier for purposes of this
section if-

"(A) such carrier occupies a position in the market
for telephone exchange service within an area that is com
parable to the position occupied by a carrier described
10 paragraph (1);

"(B) such 'carrier has substantially replaced an incum
bent local exchange carrier described in paragraph (1);
and

"(C) such treatment is consistent with the public '
interest, convenience, and necessity and the purposes of
this section.

"(i) SAVINGS PRoVlsloN.-Nothing in this section shall be con
strued to limit or otherwise affect the Commission's authority under
section 201.

"SEC. 212. PROCEDURES FOR NEGOTIATION, ARBITRATION, AND
APPROVAL OF AGREEMENTS.

"(a) AGREEMENTS ARRIVED AT THROUGH NEGOTIATION.-
"(1) VOLUNTARY NEGOTIATIONS.-Upon receiving a request

for interconnection, services, or network elements pursuant
to section 251, an incumbent local exchange carrier may nego
tiate and enter into a binding agreement with the requesting
telecommunications carrier or carriers without regard to the
standards set forth in subsections (b) and (c) of section 251.
The agreement shall include a detailed schedule of itemized
charges for interconnection and each service or network element
included in the agreement. The agreement, including any inter
connection agreement negotiated before the date of enactment
of the Telecommunications Act of 1996, shall be !ilubmitted
to the State commission under subsection (e) of this section.

"(2) MEDIATION.-Any party negotiating an agreement
under this section may, at any point in the ne~otiation, ask
a State commission to participate in the negotiation and to
mediate any differences arising in the course of the negotiation.
"(b) AGREEMENTS ARRIVED AT THROUGH COMPULSORY ARBITRA-

TION.-
"(1) ARBITRATION.-During the period from the 135th to

the 160th day (inclusive) after the date on which an incumbent
local exchange carrier receives a request for negotiation under
this section, the carrier or an;v other party to the negotiation
may petition a State commiSSIOn to arbitrate any open issues.

"(2) DUl'Y OF PETlTlONER.-
"(A) A party that petitions a State commission under

para~aph (1) shall, at the same time as it submits the
petitIon, provide the State commission all relevant docu
mentation concerning-

"(i) the unresolved issues;
"(ii) the position of each of the parties with respect

to those issues; and
"(iii) any other issue discussed and resolved by

the parties.
"(B) A party Ijtitioning a State commission under

paragraph (1) sba I provide a copy of the ~etition and
any documentation to the other party or partIes not later
than the day on which the State commission receives the
petition. "
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"(3) OPPORTUNITY TO RESPOND.-A non-petitioning party
to a negotiation under this section may respond to the other
party's petition and provide such additional information as
it wishes within 25 days after the State commission receives
the petition.

"(4) ACTION BY STATE COMMISSION.-
"(A) The State commission shall limit its consideration

of any petition under paragraph (1) (and any response
thereto) to the issues set forth in the petition and in the
response, if any, filed under paragraph (3).

"(B) The State commission may require the petitioning
party and the responding party to provide such information
as may be necessary for the State commission to reach
a decision on the unresolved issues. If any party refuses
or fails unreasonably to respond on a timely basis to any
reasonable request from the State commission, then the
State commission may proceed on the basis of the best
information available to it from whatever source derived.

"(C) The State commission shall resolve each issue
set forth in the petition and the response, if any, by impos
ing appropriate conditions as required to implement sub
section (c) upon the parties to the agreement, and shall
conclude the resolution of any unresolved issues not later
than 9 months after the date on which the local exchange
carrier received the request under this section.
"(5) REFUSAL TO NEGOTIATE.-The refusal of any other

party to the negotiation to participate further in the negotia
tions, to cooperate with the State commission in carrying out
its function as an arbitrator, or to continue to negotiate in
good faith in the presence, or with the assistance, of the State
commission shall be considered a failure to negotiate in good
faith.
"(c) STANDARDS FOR ARBITRATION;-In resolving by arbitration'

under subsection (b) any open issues and imposing conditions upon
the parties to the agreement, a State commission shall-

"(1) ensure that such resolution and conditions meet the
requirements of section 251, including the regulations pre
scribed by the Commission pursuant to section 251;

"(2) establish any rates for interconnection, services, or
network elements according to subsection (d); and

"(3) provide a schedule for implementation of the terms
and conditions by the parties to the agreement.
"(d) PRICING STANDARDS.-

"(I) INTERCONNECTION AND NETWORK ELEMENT CHARGES.
Determinations by a State commission of the just and reason
able rate for the interconnection of facilities and equipment
for purposes of subsection (c)(2) of section 251, and the just
and reasonable rate for network elements for purposes of sub
section (c)(3) ofsuch section-

"(A) shall be--
"(i) based on the cost (determined without ref

erence to a rate-of-retum or other rate-based proceed
ing) of providing the interconnection or network ele
ment (whichever is applicable), and

"(ij) nondiscriminatory, and
"(B) may include a reasonable profit.

1:
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"(2) CHARGES FOR TRANSPORT AND TERMINATION OF TRAF
FIC.-

"(A) IN GENERAL.-For the purposes of compliance by
an incumbent local exchange carrier with section 251(b)(5),
a State commission shall not consider the terms and condi
tions for reciprocal compensation to be just and reasonable
unless- .

"(i) such terms and conditions provide for the
mutual and reciprocal recovery by each carrier of costs
associated with the transport and termination on each ,
carrier's network facilities of calls that originate on
the network facilities of the other carrier; and

"(ii) such terms and conditions determine such
costs on the basis of a reasonable approximation of ,
the additional costs of terminating such calls.
"(B) RULES OF CONSTRUCTION.-This paragraph shall

not be construed-
"(i) to preclude arrangements that afford the

mutual recovery of costs through the offsetting of recip
rocal obligations, including arrangements that waive
mutual recovery (such as bill-and-keep arrangements);
or

"(ii) to authorize the Commission or any State
commission to engage in any rate regulation proceeding
to establish with particularity the additional costs of
transporting or terminating calls, or to require carriers
to maintain records with respect to the additional costs
of such calls.

"(3) WHOLESALE PRICES FOR TELECOMMUNICATIONS SERV
ICES.-For the purposes of section 25l(c)(4), a State commission
shall determine wholesale rates on the basis of retail rates
charged to subscribers for the telecommunications service
requested, excluding the ~ortion thereof attributable to any
marketing, billing

i
collectIOn, and other costs that will be

avoided by the loea exchange carrier.
"(e) APPROVAL BY STATE COMMISSION.-

"(1) APPROVAL REQUIRED.-Any interconnection agreement
adopted by negotiation or arbitration shall be submitted for
approval to the State commission. A State commission to which
an agreement is submitted shall approve or reject the agree
ment, with written findings as to any deficiencies.

"(2) GROUNDS FOR REJECTION.-The State commission may I

only reject-
"(A) an agreement (or any portion thereoO adopted

by negotiation under subsection (a) if it finds that-
"(othe agreement (or portion thereoO discrimi

nates against a telecommunications carrier not a party
tcnlie agreement; or

"(ii) the implementation of such a~eement or por
tion is not consistent with the public m~rest, conven
ience, and necessIty; or
"(B) an agreement (or any portion thereoO adopted

by arbitration under subsection (b) if it finds that the
agreement does not meet the requirements of section 251,
including the regulations prescribed by the Commission
pursuant to section 251, or the standards set forth in
subsection (d) ofthis··section.

..

"(3) PRESERVATION OF AUTHORITY.-Notwithstanding para
graph (2), but subject to section 253, nothing in this section
shall prohibit a State commission from establishing or enforcing
other requirements of State law in its review of an agreement,
including requiring compliance with intrastate telecommuni
cations service quality standards or requirements.

"(4) SCHEDULE FOR DECISION.-Ifthe State commission does
not act to approve or reject the agreement within 90 days
after submission by the parties of an agreement adopted by
negotiation under subsection (a), or within 30 days after
submission by the parties of an agreement adopted by arbitra
'tion under subsection (b), the agreement shall be deemed
approved. No State court shall have jurisdiction to review the
action of a State commission in approving or rejecting an agree-
ment under this section.

"(5) COMMISSION TO ACT IF STATE WILL NOT ACT.-If a
State commission fails to act to carry out its responsibility
under this section in any proceeding or other matter under
this sectiop, then the CommIssion shall issue an order preempt
ing the State commission's jurisdiction of that proceeding or
matter within 90 days after being notified (or taking notice)
of such failure, and shall assume the responsibility of the
State commission under this section with respect to the proceed
ing or matter and act for the State commission.

"(6) REVIEW OF STATE COMMISSION ACTIONs.-In a case
in which a State fails to act as described in paragraph (5)1
the proceeding by the Commission under such paragraph ana
any judicial review of the Commission's actions shall be the
exclusive remedies for a State commission's failure to act. In
any case in which a State commission makes a determination
under this section, any party aggrieved by such determination
may bring an action in an appropriate Federal district court
to determine whether the agreement or statement meets the
requirements of section 251 and this section.
"<0 STATEMENTS OFGENE~Y AyAI' .:1£ T:U~' I

"(1) IN GENERAL.-Aei operating comyanl ma~pr:are
and file with a State commIssIon a statemen of t e ~s
and con I Ions s genera y 0 ers within t at
State comp Y WI e sec Ion and
the regul Ions er e s ar s app Ica e un er
this~.

"(2) STATE COMMISSION'REVIEW.-A State commission may
not approve such statement unless such statement complies
with subsection (d) of this section and section 251 and the
regulations thereunder. Except as provided in section 253, noth
ing in this section shall prohibit a State commission from
establishing or enforcing other requirements of State law in
its review of such statement, including requiring compliance
with intrastate telecommunications service quality standards
or requirements.

"(3) SCHEDULE FOR REVIEW.-The State commission to
which a statement is submitted shall, not later than 60 days ,
after the date of such submission- - -

"(A) complete the review of such statement under para
.graph (2) (including any reconsideration thereof), unless
the submitting carrier agrees to an extension of the period
for such review; or
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"(B) permit such statement to take effect.
"(4) AUTHORITY TO CONTINUE REVIEw.-Paragraph (3) shall

not preclude the State commission from continuing to review
a statement that has been permitted to take effect under
subparagraph (B) of such paragraph or from approving or dis
approving such statement under paragraph (2).

"(5) DUTY TO 'NEGOTIATE NOT AFFECTED.-The submission
or approval of a statement under this subsection shall not
relieve a Bell operating company of its duty to negotiate the
terms and conditions of an agreement under section 251.
"(If) CONSOLIDATION OF STATE PROCEEDlNGS.-Where not

inconSIstent with the requirements of this Act, a State commission
may, to the extent practical, consolidate proceedings under sections
214(e), 251(0, 253, and this section in order to reduce administrative
burdens on telecommunications carriers, other parties to the
proceedings, and the State commission in carrying out its respon
sibilities under this Act.

"(h) FILING REQUlRED.-A State commission shall make a copy
of each agreement approved under subsection (e) and each state
ment approved under subsection (0 available for public inspection
and copying within 10 days after the agreement or statement is
approved. The State commission may charge a reasonable and
nondiscriminatory fee to the parties to the agreement or to the
party filing the statement to cover the costs of approving ~nd

filing such agreement or statement.
"(i) AVAILABILITY TO OTHER TELECOMMUNICATIONS CARRIERS.

A local exchange carrier shall make available any interconnection,
service, or network element provided under an agreement approved
under this section to which it is a party to any other requesting
telecommunications carrier upon the same terms and conditions
as those provided in the agreement.

"(j) DEFINITION OF INCUMBENT LocAL EXCHANGE CARRIER.
For purposes of this section, the term 'incumbent local exchange
carrier' has the meaning provided in section 251(h).

"SEC. 2GS. REMOVAL OF BARRIERS TO ENTRY.
"(a) IN GENERAL.-No State or local statute or regulation, or

other State or local legal requirement, may prohibit or have the
effect of prohibiting the ability of any entity to provide any inter
state or intrastate telecommunications service.

"(b) STATE REGULATORY AUTHORITY.-Nothing in this section
shall affect the ability of a State to impose, on a competitively
neutral basis and consistent with section 254, requirements nec
essary to preserve and advance universal service, protect the public
safety and welfare, ensure the continued quality of telecommuni
cations services, and safeguard the rights of consumers.

"(c) STATE AND LocAL GOVERNMENT AUTHORITY.-Nothing in
this section affects the authority of a State or local government
to manage the public rights-of-way or to require fair and reasonable
compensation from telecommunications providers, on a competi
tively neutral and nondiscriminatory basis, for use of public rights
of-way on a nondiscriminatory basis, if the compensation required
is publicly disclosed by such government.

"(d) PREEMPTION.-If, after notice and an opportunity for public
comment, the Commission determines that a State or local govern
ment has permitted or imposed any statute, regulation, or legal
requirement that violates subsection (a) or (b), the Commission

,

•
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shall preempt the enforcement of such statute, regulation, or legal
requirement to the extent necessary to correct such violation or
inconsistency.

"(e) COMMERCIAL MOBILE SERVICE PROVIDERS.~Nothing in this
section shall affect the application of section 332(c)(3) to commercial
mobile service providers.

"(0 RURAL MARKETS.-It shall not be a violation of this section
for a State to require a telecommunications carrier that seeks
to provide telephone exchange service or exchange access in a
service area served by a rural telephone company to meet the
requirements in section 214(e)(1) for designation as an eligible
telecommunications carrier for that area before being permitted
to provide such service. This subsection shall not apply-

"(1) to a service area served by a rural telephone company
that has obtained an exemption, suspension, or modification
of section 251(c)(4) that effectively prevents a competitor from
meeting the requirements of section 214(e)(1); and

"(2) to a provider of commercial mobile services.

"SEC. 254. UNIVERSAL SERVICE.

"(a) PROCEDURES TO REVIEW UNIVERSAL SERVICE REQUlRE
MENTS.-

"(1) FEDERAL-STATE JOINT BOARD ON UNIVERSAL SERVlCE.
Within one month after the date of enactment of the Tele
communications Act of 1996, the Commission shall institute
and refer to a Federal-State Joint Board under section 410(c)
a proceeding to recommend changes to any of its regulations
in order to implement sections 214(e) and this section, including
the definition of the services that are supported by Federal
universal service support mechanisms and a specific timetable
for completion of such recommendations. In addition to the
members of the Joint Board required under section 410(c),
one member of such Joint Board shall be a State-appointed

, utility consumer advocate nominated by a national organization
of State utility consumer advocates. The Joint Board shall,
after notice and opportunity for pUblic comment, make its rec
ommendations to the CommiSSIon 9 months after the date
ofenactment of the Teleco~unicationsAct of 1996.

"(2) COMMISSION ACTION.-The Commission shall initiate
a single proceeding to implement the recommendations from
the Joint Board required by paragraph (1) and shall complete
such proceeding within 15 months after the date of enactment
of the Telecommunications Act of 1996. The rules established
by such proceeding shall include a definition of the services
that are supported by Federal universal service support mecha
nisms and a specific timetable for implementation. Thereafter,
the Commission shall complete any proceeding to implement
subsequent recommendations from any Joint Board on univer
sal service within one year after receiving such recommenda
tions.
"(b) UNIVERSAL SERVICE PRINCIPLES.-The Joint Board and

the Commission shall base policies for the preservation and
advancement of universal service on the following principles:

"(1) QUALITY AND RATES.--,.Quality services should be avail
able at just, reasonable, and affordable rates.
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"(2) ACCESS TO ADVANCED SERVICES.-Access to advanced
telecommunications and information services should be pro
vided in all regions of the Nation.

"(3) ACCESS IN RURAL AND HIGH COST AREAS.-Consumers
in all regions of the Nation, including low-income consumers
and those in rural, insular, and high cost areas, should have
access to telecommunications and information services, includ
ing interexchange services and advanced telecommunications
and information services, that are reasonably comparable to
those services provided in urban areas and that are available
at rates that are reasonably comparable to rates charged for
similar services in urban areas.

"(4) EQUITABLE AND NONDISCRIMINATORY CONTRIBUTIONS.
All providers of telecommunications services should make an
equitable and nondiscriminatory contribution to the preserva
tion and advancement of universal service.

"(5) SPECIFIC AND PREDICTABLE SUPPORT MECHANISMS.
There should be specific, predictable and sufficient Federal
and State mechanisms to preserve and advance universal serv
ice.

"(6) ACCESS TO ADVANCED TELECOMMUNICATIONS SERVICES
FOR SCHOOLS, HEALTH CARE, AND LIBRARIEs.-Elementary and
secondary schools and classrooms, health care providers, and
libraries should have access to advanced telecommunications
services as described in subsection (h).

"(7) ADDITIONAL PRINCIPLES.-Such other principles as the
Joint Board and the Commission determine are necessary and
appropriate for the protection of the public interest, conven
ience, and necessity and are consistent with this Act.
"(c) DEFINITION.-

"(1) IN GENERAL.-Universal service is an evolving level
of telecommunications services that the Commission shall
establish periodically under this section, taking into account
advances In telecommunications and information technologies
and services. The Joint Board in recommending, and the
Commission in establishing, the definition of the services that
are supported by Federal universal service support mechanisms
shall consider the extent to which such telecommunications
services-

"(A) are essential to education, public health, or public
safety;

"(B) have, through the operation of market choices
by customers, been subscribed to by a substantial majority
of residential customers;

"(C) are being deployed in public telecommunications
networks by telecommunications carriers; and

"(D) are consistent with the public interest, conven
ience, and necessity.
"(2) ALTERATIONS AND MODIFICATIONS.-The Joint Board

may, from time to time, recommend to the Commission modi
fications in the definition of the services that are supported
by Federal universal service support mechanisms.

"(3) SPECIAL SERVICES.-In addition to the services included
in the definition of universal service under paragraph (1), the
Commission may designate additional services for such support
mechanisms for schools, libraries, and health care providers
for the purposes of subsection (h).
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"(d) TELECOMMUNICATIONS CARRIER CONTRIBUTION.-Ever
telecommunications carrier that provides interstate telecommuni
cations services shall contribute, on an equitable and nondiscrim
inatory basis, to the specific, predictable, and sufficient mechanism:
establIshed by the Commission to preserve. and advance universa
service. The Commission may exempt a carrier or class of carrierl
from this requirement if the carrier's telecommunications activitie:
are limited to such an extent that the level of such carrier's contribu
tion to the preservation and advancement of universal service woulE
be de minimis. Any other provider of interstate telecommunication!
may be required to contriliute to the preservation and advancemen
of universal service if the public interest so requires.

"(e) UNIVERSAL SERVICE SUPPORT.-After the date on whicl
Commission regulations implementinJ this section take effect, onl:
an eligible telecommunications carner designated under sectim
214(e) shall be eligible to receive specific Federal universal servicl
support. A carrier that receives such support shall use that supp'?r
only for the provision, maintenance, and upgrading of facihtiel
and services for which the support is intended. Any such suppor
should be explicit and sufficient to achieve the purposes of thil
section.

"(£) STATE AUTHORlTY.-A State may adopt regulations no
inconsistent with the Commission's rules to preserve and advancl
universal service. Every telecommunications carrier that providel
intrastate telecommunications services shall contribute, on an equi
table and nondiscriminatory basis, in a manner determined b)
the State to the preservation and advancement of universal serviCE
in that State. A State may adopt regulations to provide for addi
tional definitions and standards to preserve and advance univers8
service within that State only to the extent that such regulatioDl
adopt additional specific, predictable, and sufficient mechanism!
to support such definitions or standards that do not rely on 01

burden Federal universal service support mechanisms.
"(g) INTEREXCHANGE AND INTERSTATE SERVICES.-Within {

months after the date of enactment of the TelecommunicatiOn!
Act of 1996, the Commission shall adopt rules to require thai
the rates charRed by providers of interexchange telecommunication!
services to sUDscribers in rural and high cost areas shall be n<
higher than the rates charged by each such provider to its subscrib·
ers in urban areas. Such rules shall also require that a providel
of interstate interexchange telecommunications services shall pro·
vide such services to its subscribers in each State at rates fi(

higher than the rates charged to its subscribers in any other State
"(h) TELECOMMUNICATIONS SERVICES FOR CERTAIN PROVID·

ERS.-
"(1) IN GENERAL.-

"(A) HEALTH CARE PROVIDERS FOR RURAL AREAS.-A
telecommunications carrier shall, upon receiving a bona
fide request, provide telecommunications services which
are necessary for the provision of health care services in
a State, including instruction relating to such services,
to any public or nonprofit health care provider that serves
persons who reside in rural areas in that State at rates
that are reasonably comparable to rates charged for similar
services in urban areas in that State. A telecommunications
carrier providing service under this paragraph shall be
entitled to have an amount equal to the difference, if any,



1

~

110 STAT. 74 PUBLIC LAW 104-104-FEB. 8, 1996

between the rates for services provided to health care
providers for rural areas in a State and the rates for
similar services provided to other customers in comparable
rural areas in that State treated as a service obligation
as a part of its obligation to participate in the mechanisms
to preserve and, advance universal service.

"(B) EDUCATIONAL PROVIDERS AND LIBRARIES.-All tele
communications carriers serving a geographic area shall,
upon a bona fide request for any of its services that are
within the definition of universal service under subsection ~

(c)(3), provide such services to elementary schools, second-
ary schools, and libraries for educational purposes at rates
less than the amounts charged for similar services to other
parties. The discount shall be an amount that the Commis- ..
sion, with respect to interstate services, and the States,
with respect to intrastate services, determine is appropriate
and necessary to ensure affordable access to and use of
such services by such entities. A telecommunications carrier
providing service under this paragraph shall-

"(i) have an amount equal to the amount of the
discount treated as an offset to its obligation to contrib
ute to the mechanisms to preserve and advance univer
sal service, or

"(ii) notwithstanding the provisions of subsection
(e) of this section, receive reimbursement utilizing the
support mechanisms to preserve and advance universal
service.

"(2) ADVANCED SERVICEs.-The Commission shall establish
competitively neutral rules-

"(A) to enhance, to the extent technically feasible and
economically reasonable, access to advanced telecommuni
cations and information services for all public and nonprofit
elementary and secondary school classrooms, health care
providers, and libraries; and

"(B) to define the circumstances under which a tele
communications carrier may be required to connect its
network to such public institutional telecommunications
users.
"(3) TERMS AND CONDITIONs.-Telecommunications services

and network capacity provided to a public institutional tele
communications user under this subsection may not be sold,
resold, or otherwise transferred by such user in consideration
for money or any other thing ofvalue.

"(4) ELIGIBILITY OF USERS.-No entity listed in this sub
section shall be entitled to preferential rates or treatment as
required by this subsection, ifSuch entity operates as a for
profit business, is a school described in paragraph (5)(A) with
an endowment of more than $50,000,000, or is a library not
eligible for participation in State-based plans for funds under
title III ofthe Library Services and Construction Act (20 U.S.C.
335c et seq.).

"(5) DEFINITIONS.-For purposes of this subsection:
"(A) ELEMENTARY AND SECONDARY SCHOOLS.-The term

'elementary and secondary schools' means elementary
schools and secondary schools, as defined in paragraphs
(14) and (25), respectively, of section 14101 of the

r.

a
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Elementary and Secondary Education Act of 1965 (20
U.S.C.8801).

"(B) HEALTH CARE PROVIDER.-The term 'health care
provider' means-

"(i) post-secondary educational institutions offering
health care instruction, teaching hospitals, and medical
schools;

"(ii) community health centers or health centers
providing health care to migrants;

"(iii) local health departments or agencies;
"(iv) community mental health centers;
"(v) not-for-profit hospitals;
"(vi) rural health cliniCS' and .
"(vii) consortia of health care providers consisting

of one or more entities described in clauses (i) through
(vi).
"(C) PuBLIC INSTITUTIONAL TELECOMMUNICATIONS

USER.-The term 'public institutional telecommunications
user' means an elementary or secondary school, a library,
or a health care provider as those terms are defined in
this paragraph.

"(i) CONSUMER PROTECTIoN.-The Commission and the States
should ensure that universal seivice is available at rates that
are just, reasonable, and affordable.

"(j) LIFELINE AsSISTANCE.-Nothing in this section shall affect
the collection, distribution, or administration of the Lifeline Assist
ance ProVam provided for by the Commission under regulations
set forth 10 section 69.117 of title 47, Code of Federal Regulations,
and other related sections of such title.

"(k) SUBSIDY OF COMPE'l'ITIVE SERVICES PROHIBITED.-A tele
communications carrier may not use services that are not competi
tive to subsidize services that are subject to competition. The
Commission, with respect to interstate services, and the States,
with respect to intrastate services, shall establish any necessary
cost allocation rules, accounting safeguards, and guidelines to
ensure that services mcluded in the definition of universal service
bear no more than a reasonable share of the joint and common
costs of facilities used to provide those services.

"SEC. 215. ACCESS BY PERSONS WITB DISABILITIES.

"(a) DEFINITIONS.-As used in this section-
"(1) DISABILITY.-The term 'disability' has the meaning

given to it by section 3(2XA) of the Americans with Disabilities
Act of 1990 (42 U.S.C. 12102(2)(A».

"(2) READILY ACHIEVABLE.-The term 'readily achievable'
has the meaning given to it by section 301(9) of that Act
(42 U.S.C. 12181(9».
"(b) MANUFACTURING.-A manufacturer of telecommunications

equipment or customer premises equipment shall ensure that the
equipment is designed, develo~, and fabricated to be accessible
to and usable by individuals With disabilities, if readily achievable.

"(c) TELECOMMUNICATIONS SERVICES.-A provider of tele
communications service shall ensure that the service is accessible
to and usable by individuals with disabilities, if readily achievable.

"(d) COMPATIBILITY.-Whenever the requirements of subsections
(b) and (c) are not readily achievable, such a manufacturer or
provider shall ensure that the equipment or service is compatible
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with existing peripheral devices or specialized customer premises
equipment commonly used by individuals with disabilities to achieve
access, if readily achievable.

"(e) GUIDELINES.-Within 18 months after the date of enact
ment of the Telecommunications Act of 1996, the Architectural
and Transportation Barriers Compliance Board shall develop guide
lines for accessibility of telecommunications equipment and cus
tomer premi&es equipment in conjunction with the Commission.
The Board shan review and update the guidelines periodically.

"(I) No ADDITIONAL PRIVATE RIGHTS AUTHORIZED.-Nothing in ,
this section shall be construed to authorize any private right of
action to enforce any requirement of this section or any regulation
thereunder. The Commission shall have exclusive jurisdiction with
respect to any complaint under this section. "

"SEC. 218. COORDINATION FOR INTERCONNECTIVITY.

"(a) PuRPosE.-It is the purpose of this section-
"(1) to promote nondiscriminatory accessibility by the

broadest number of users and vendors of communications prod
ucts and services to public telecommunications networks used
to provide telecommunications service through-

"(A) coordinated public telecommunications network
planning and design by telecommunications carriers and
other providers of telecommunications service; and

"(B) public telecommunications network
interconnectivity, and interconnectivity of devices with such
networks used to provide telecommunications service; and
"(2) to ensure the ability of users and information providers

to seamlessly and transparently transmit and receive informa
tion between and across telecommunications networks.
"(b) COMMISSION FuNCTIONs.-In carrying out the purposes

of this section, the Commission-
"(I) shall establish procedures for Commission oversight

of coordinated network planning by telecommunications carriers
and other providers of telecommunications service for the effec
tive and efficient interconnection of public telecommunications
networks used to provide telecommunications service; and

"(2) may participate, in a manner consistent with its
authority and practice prior to the date of enactment of this
section, in the development by appropriate industry standards
setting organizations of public telecommunications network
interconnectivity standards that promote access to-

"(A) public telecommunIcations networks used to pro
vide telecommunications service;

"(B) network capabilities and services by individuals
with disabilities; and

"(C) information services by subscribers of rural tele
phone companies.

"(c) COMMISSION'S AUTHORITY.-Nothing in this section shall
be construed as expanding or limiting any authority that the
Commission may have under law in effect before the date of enact
ment of the Telecommunications Act of 1996.

"(d) DEFINITION.-As used in this section, the term 'public
telecommunications network interconnectivity' means the ability
of two or more public telecommunications networks used to provide
telecommunications service to communicate and exchange informa-
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tion without degeneration, and to interact in concert with one
another. .
"SEC. 217. MARKET ENTRY BARItJBR8 P'B.OCDDING.

"(a) ELIMINATION OF BARR1ERS.-Within 15 months after the
date of enactment of the Telecommunications Act of 1996, the
Commission shall complete a proceeding for the ~urpo&e of identitY
in~ and eliminating, by regulations pursuant to Its authority under
thIS Act (other than this section), market entry barriers for entre
preneurs and other small businesses in the provision and ownership
of telecommunications services and infonnation services, or in the
provision of parts or services to providers of telecommunications
services and information services.

"(b) NATIONAL POLICY.-In carrying out subsection (a), the
Commission shall seek to promote the policies and purposes of
this Act favoring diversity of media voices, vigorous economic com
petition, technological advancement, and promotion of the public
mterest, convenience, and necessity.

"(c) PERIODIC REVIEW.-Every 3 years following the completion
of the proceeding required by subsection (a), the Commission shall
review and report toCo~on-

"(1) any regulations prescribed to eliminate barriers within
its jurisdiction that are identified under subsection (a) and
that can be prescribed consistent with the public interest, con
venience, and necessity· and

"(2) the statutory barriers identified under subsection (a)
that the Commission recommends be eliminated, consistent
with the public interest, convenience, and necessity.

"SEC. lIS. ILLEGAL CHANGES IN 8UB8CRIBBR CAIUUJm SELECTIONS.
"(a) PROHIBITION.-No telecommunications carrier shall submit

or execute a change in a subscriber's &election of a provider of
telephone exchange service or telephone toll service except in accord
ance with su~ verification procedures 88 the Commission shall
prescribe. Nothing in this Bection shall preclude any State commis
sion from enforcing such procedures with respect to intrastate serv
ices.

"(b) LIABILITY FOR CHARGES.-Any telecommunications carrier
that violates the verification procedures described in subsection
(a) and that collects charges for telephone exchange service or
telephone toll service from a subscriber shall be liable to the carrier
previously selected by the subscriber in an amount equal to all
charges paid by such subscriber after such violation, in accordance
with such procedures as the Commission may prescribe. The rem
edies prOVIded by this subsection are in addition to any other
remedIes available by law.
"SEC. JIB. INFRASTRUCTURE SHARING.

"(a) REGULATIONS REQUlRED.-The Commission shall prescribe,
within one year after the date of enactment of the Telecommuni
cations Act of 1996, regulations that require incumbent local
exchange carriers (as defined in section 251(h» to make available
to any qualifying carrier such public switched network infrastruc
ture, technology, information, and telecommunications facilities and
functions as mar be requested by such qualifying carrier for the
purpose of enabhng such qualifying carrier to provide telecommuni
cations services, or to provide access to information services, in
the service area in whIch such qualifying carrier has requested



and obtained designation as an eligible telecommunications carrier
under section 214(e). .

"(b) TERMS AND CONDITIONS OF REGULATIONS.-The regulations
prescribed by the Commission pursuant to this section shall-

"(1) not require a local exchange carrier to which this
section applies to take any action that is economically unreason
able or that is co~trary to the public interest;

"(2) permit, but shall not require, the joint ownership or
operation of public switched network infrastructure and services
by or among such local exchange carrier and a qualifying car
rier;

"(3) ensure that such local exchange carrier will not be
treated by the Commission or any State as a common carrier
for hire or as offering common carrier services with respect
to any infrastructure, technology, information, facilities, or func
tions made available to a qualifying carrier in accordance with
regulations issued pursuant to this section;

"(4) ensure that such local exchange carrier makes such
infrastructure, technology, information, facilities, or functions
available to a qualifying carrier on just and reasonable terms
and conditions that permit such qualifying carrier to fully bene
fit from the economies of scale and scope of such local exchange
carrier, as determined in accordance with guidelines prescribed
by the Commission in regulations issued pursuant to this sec
tion;

"(5) establish conditions that promote cooperation between
local exchange carriers to which thIS section applies and qualify
ing carriers;

"(6) not require a local exchange carrier to which this
section applies to engage in any infrastructure sharing agree
ment for any services or access which are to be provided or
offered to consumers by the qualifying carrier in such local
exchange carrier's telephone exchange area; and

"(7) require that such local exchange carrier file with the
Commission or State for public inspection, any tariffs, contracts,
or other arrangements showing the rates, terms, and conditions
under which such carrier is making available public switched
network infrastructure and functions under this section.
"(c) INFORMATION CONCERNING DEPLOYMENT OF NEW SERVICES

AND EQUIPMENT.-A local exchange carrier to which this section
applies that has entered into an infrastructure sharing agreement
under this section shall provide to each party to such agreement
timely information on the planned deployment of telecommuni
cations services and equipment, including any software or upgrades
of software integral to the use or operation of such telecommuni
cations equipment.

"(d) DEFINITION.-For purposes ofthis section, the term 'qualify
ing carrier' means a telecommunications carrier that-

"(1) lacks economies of scale or scope, as determined in
accordance with regulations prescribed by the Commission
pursuant to this section; and

"(2) offers telephone exchange service, exchange access,
and any other service that is included in universal service,
to all consumers without preference throughout the service
area for which such carrier has been designated as an eligible
telecommunications carrier under section 214(e).
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"SEC. 280. PROVISION OF TELEMESSAGING SERVICE.
"(a) NONDISCRIMINATION SAFEGUARDS.-Any local exchange cal

rier subject to the requirements of section 251(c) that provide
telemessaging service-

"(1) shall not subsidize its telemessaging service directl
or indirectly from its telephone exchange service or its exchang
access; and

"(2) shall not prefer or discriminate in favor of it
telemessaging service operations in its provision of telE
communications services.
"(b) EXPEDITED CONSIDERATION OF COMPLAINTS.-The Commi!

sion shall establish procedures for the receipt and review of corr
plaints concerning violations of subsection (a) or the regulation
thereunder that result in material financial harm to a providE
of telemessaging service. Such procedures shall ensure that th
Commission will make a final determination with respect to an
such complaint within 120 days after receipt of the complain
If the complaint contains an a~propriate showinlf that the allege
violation occurred, the CommIssion shall, withm 60 days aftE
receipt of the complaint, order the local exchange carrier and an
affiliates to cease engaging in such violation pending such fim
determination.

"(c) DEFINITION.-As used in this section, the terl
'telemessaginff service' means voice mail and voice storage an
retrieval services, any live operator services used to record, trar
scribe, or relay messages (other than telecommunications rela
services), and any ancillary services offered in combination wit
these services.

"flEC. 281. EFFECT ON OTHER REQtJIR.EMBNTS.
"(a) COMMISSION REGULATIONS.-Nothing in this part shall b

construed to prohibit the Commission from enforcing regulation
prescribed prior to the date of enactment of the Telecommunication
Act of 1996 in fulfilling the requirements of this part, to the extel1
that such regulations are not inconsistent with the provisions (
this Eart.

(b) EXISTING STATE REGULATIONS.-Nothing in this part sha
be construed to prohibit any State commission from enforcing regl
lations ~rescribed prior to the date of enactment of the Tell
commumcations Act of 1996, or from prescribing regulations aftE
such date of enactment, in fulfilling the requirements of this par
if such regulations are not inconsistent with the provisionR of thi
part.

."(c) ADDITIONAL STATE REQUIREMENTS.-Nothing in this pal
precludes a State from imposing requirements on a telecommun
cations carrier for intrastate services that are necessary to furthE
competition i.. the provision of telephone exchange service c
exchange access, as long as the State's requirements are nc
inconsistent with this part or the Commission's regulations to implE
ment this part.".

(b) DESIGNATION OF PART I.-Title II of the Act is furthE
amended by inserting before the heading of section 201 the followin
new heading:

"PART I-COMMON CARRIER REGULATION".
(c) STYLISTIC CONSISTENCY.-The Act is amended so that-
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(1) the designation and heading of each title of the Act
shall be in the form and typeface of the designation and heading
of this title of this Act; and

(2) the designation and heading of each part of each title
of the Act shall be in the form and typeface of the designation
and heading of part I of title II of the Act, as amended by
subsection (a). .

SEC. 102. ELlGmLE TELECOMMUNICATIONS CARRIERS.
(a) IN GENERAL.-Section 214 (47 U.S.C. 214) is amended by

adding at the end thereof the following new subsection:
"(e) PROVISION OF UNIVERSAL SERVICE.-

"(1) ELIGIBLE TELECOMMUNICATIONS CARRIERS.-A common
carrier designated as an eligible telecommunications carrier
under paragraph (2) or (3) shall be eligible to receive universal
service support in accordance with section 254 and shall,
throughout the service area for which the designation is
received-

"(A) offer the services that are supported by Federal
universal service support mechanisms under section 254(c),
either using its own facilities or a combination of its own
facilities and resale of another carrier's services (including
the services offered by another eligible telecommunications
carrier); and

"(B) advertise the availability of such services and
the charges therefor using media of general distribution.
"(2) DESIGNATION OF ELIGIBLE TELECOMMUNICATIONS CAR

RIERS.-A State commission shall upon its own motion or u~n
request designate a common carrier that meets the reqUIre
ments of paragraph (1) as an eligible telecommunications car
rier for a service area designated by the State commission.
Upon request and consistent with the public interest, conven
ience, and necessity, the State commission may, in the case
of an area served by a rural telephone company, and shall,
in the case of all other areas, designate more than one common
carrier as an eligible telecommunications carrier for a service
area designated by the State commission, so long as each addi
tional requestintr carrier meets the requirements of paragraph
(1). Before deSignating an additional eligible telecommuni
cations carrier for an area served by a rural telephone company,
the State commission shall find that the designation is in
the public interest.

"(3) DESIGNATION OF ELIGIBLE TELECOMMUNICATIONS CAR
RIERS FOR UNSERVED AREAS.-If no common carrier will provide
the services that are supported by Federal universal service
support mechanisms under section 254(c) to an unserved
community or any portion thereof that requests such service,
the Commission, with respect to interstate services, or a State
commission, with respect to intrastate services, shall determine
which common carner or carriers are best able to provide
such service to the requesting unserved community or portion
thereof and shall order such carrier or carriers to provide
such service for that unserved community or portion thereof.
Any carrier or carriers ordered to provide such service under
this paragraph shall meet the requirements of paragraph (1)
and shall be designated as"an eligible telecommunications car
rier for that community or portion thereof.
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"(4) RELINQUISHMENT OF UNIVERSAL SERVICE.-A State
commission shall permit an eligible telecommunications carrier
to relinquish its designation as such a carrier in any area
served by more than one eligible telecommunications carrier.
An eligible telecommunications carrier that seeks to relinquish
its eligible telecommunications carrier designation for an area
served by more than one eligible telecommunications carrier
shall give advance notice to the State commission of such
relinquishment. Prior to permitting a telecommunications car
rier designated as an eligible telecommunications carrier to
cease providing universal service in an area served by more
than one eligible telecommunications carrier, the State commis
sion shall require the remaining eligible telecommunications
carrier or carriers to ensure that all customers served by the
relinquishing carrier will continue to be served, and shall
require sufficient notice to permit the purchase or construction
of adequate facilities by any remaining elir'ble telecommuni
cations carrier. The State commission shal establish a time,
not to exceed one year after the State commission approves
such relinquishment under this paragraph, within which such
purchase or construction shall be completed.

"(5) SERVICE AREA DEFINED.-The term 'service area' means
a geographic area established by a State commission for the
purpose of determining universal service obligations and sup
port mechanisms. In the case of an area served by a rural
telephone company, 'service area' means such company's 'study
area' unless and until the Commission and the States, after
taking into account recommendations of a Federal-State Joint
Board instituted under section 410(c), establish a different defi
nition ofservice area for such company.".

SEC. 103. EXEMPT TELECOMMUNICATIONS COMPANIES.
The Public Utility Holding Company Act of 1935. (15 U.S.C.

79 and following) is amended by redesignating sections 34 and
35 as sections 35 and 36, respectively, and by inserting the following
new section after section 33:
"SEC. 34. EXEMPT TELECOMMUNICATIONS COMPANIES.

"(a) DEFINITIONs.-For purposes ofthis section-
"(1) EXEMPT TELECOMMUNICATIONS COMPANY.-The term

'exempt telecommunications company' means any person deter
mined by the Federal Communications CommIssion to be
engaged directly or indirectly, wherever located, through one
or more affiliates (as defined in section 2(a)(llXB», and exclu
sively in the business ofproviding-

"(A) telecommunications services;
"(B) information services;
"(C) other services or products subject to the jurisdic

tion of the Federal Communications Commission; or
"(0) products or services that are related or incidental

to the provision of a product or service described in
subparagraph (A), (B), or (C).

No person shall be deemed to be an exempt telecommunications
company under this section unless such person has applied
to the Federal Communications Commission for a determination
under this paragraph. A person applying in good faith for
such a determination shall be deemed an exempt telecommuni
cations company under this section, with all of the exemptions
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provided by this section, until the Federal Communications
Commission makes such determination. The Federal Commu
nications Commission shall make such determination within
60 days of its receipt of any such application filed after the
enactment of this section and shall notify the Commission
whenever a determination is made under this paragraph that
any person is sn exempt telecommunications company. Not
later than 12 months after the date of enactment of this section,
the Federal Communications Commission shall promulgate
rules implementing the provisions of this paragraph which
shall be applicable to applications filed under this paragraph
after the effective date of such rules.

"(2) OTHER TERMS.-For purposes of this section, the terms
'telecommunications services and 'information services' shall
have the same meanings as provided in the Communications
Act of 1934.
"(b) STATE CONSENT FOR SALE OF EXISTING RATE-BASED FACILI

TIES.-If a rate or charge for the sale of electric energy or natural
gas (other than any portion of a rate or charge which represents
recovery of the cost of a wholesale rate or charge) for, or in connec
tion with, assets of a public utility company that is an associate
company or affiliate of a registered holding company was in effect
under the laws of any State as of December 19, 1995, the public
utility company owning such assets may not sell such assets to
an exempt telecommunications company that is an associate com
pany or affiliate unless State commissions having jurisdiction over
such public utility company approve such sale. Nothing in this
subsection shall preempt the otherwise applicable authority of any
State to approve or disapprove the sale of such assets. The approval
of the Commission under this Act shall not be required for the
sale of assets as provided in this subsection.
. "(c) OWNERSHIP OF ETCS BY EXEMPT HOLDING COMPANIES.
Notwithstanding any provision of this Act, a holding company that
is exempt under section 3 of this Act shall be permitted, without
condition or limitation under this Act, to acquire and maintain
an interest in the business of one or more exempt telecommuni
cations companies.

"(d) OWNERSHIP OF ETCS BY REGISTERED HOLDING COMPA
NIES.-Notwithstanding any provision of this Act, a registered hold
ing company shall be permItted (without the need to apply for,
or receive, approval from the Commission, and otherwise without
condition under this Act) to acquire and hold the securities, or
an interest in the business, of one or more exempt telecommuni
cations companies.

"(e) FINANCING AND OTHER RELATIONSHIPS BE'IWEEN ETCS
AND REGISTERED HOLDING COMPANIES.-The relationship between
an exempt telecommunications company and a registered holding
company, its affiliates and associate companies, shall remain subject
to the Jurisdiction of the Commission under this Act: Provided,
That-- .

"(1) section 11 ofthis Act shall not prohibit the ownership
of an interest in the business of one or more exempt tele
communications companies by a registered holding company
(regardless of activities engaged in or where facilities owned
or operated by such exempt telecommunications companies are
located), and such owna-ship by a registered holding company

~
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shall be deemed consistent with the operation of an integrated
public utility system; .

"(2) the ownership of an interest in the business of one
or more exempt telecommunications companies by a registered
holding company (regardless of activities engaged in or where
facilities owned or operated by such exempt telecommunications
companies are located) shall be considered as reasonably
incidental, or economically necess~ or appropriate, to the
operations of an integratedpublic utility system;

"(3) the Commission shall have no jurisdiction under this
Act over, and there shall be no restriction or approval required
under this Act with respect to (A) the issue or sale of a security
by a retPstered holding company for purposes of financing the
acquisitIon of an exempt telecommunications company, or (B)
the guarantee of a security of an exempt telecommuDlcations
com~any by a registered holding company; and

(4) except for costs that should be fairly and equitably
allocated among companies that are associate companies of
a registered holding company, the Commission shall have no
jurisdiction under this Act over the sales, service, and construc
tion contracts between an exempt telecommunications company
and a registered holding company, its affiliates and associate
com~anies.
"(0 REPORTING OBLIGATIONS CoNCERNING INVESTMENTS AND

ACTMTIES OF REGISTERED PuBLIC-UTILITY HOLDING COMPANY Svs·
TEMS.-

"(1) OBLIGATIONS TO REPORT INFORMATION.-Any registered
holding company or subsidiary thereof that acquires or holds
the securities, or an interest in the business, of an exempt
telecommunications company shall file with the Commission
such information as the Commission, by rule, may prescribe
conceming-

"(A) investments and activities by the registered hold·
ing company, or any subsidiary thereof, with respect tc
exemp-t telecommunications companies, and

"(B) any activities of an exempt telecommunicatiom
company within the holding company system,

that are reasonabl, likely to have a material impact on thE
financial or operatIonal condition of the holding company sys·
tem.

"(2) AUTHORITY TORBQUlRE ADDmONAL INFORMATION.
If, based on reports provided to the Commission pursuant t(
paragraph (1) of this subsection or other available mformation
the Commission reasonably concludes that it has concemE
regarding the financial or operational condition· of any reg·
istered holding company or any sbbsidiary thereof (includin~
an exempt telecommunications company), the Commission maJ
require such re~stered holding company to make additiona:
reports and proVIde additional information.

"(3) AUTHORITY TO UMITDISCLOSURE OF INFORMATION.
Notwithstanding any other provision of law, the Commissior
shall n9t be compelled to disclose any information requirec
to be reported under this subsection. Nothing in this subsectior
shall authorize the Commission to withhold the informatior
from Congress, or prevent the Commission from complyin~

with a request for information from any other Federal or StatE
department or agency requesting the information for purposeE
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within the scope of its jurisdiction. For purposes of section
552 of title 5, United States Code, this subsection shall be
considered a statute described in subsection (b)(3)(B) of such
section 552.
«(g) AssUMPTION OF LlABILITIES.-Any public utility company

that is an associate company, or an affiliate, of a registered holding
company and that is subject to the jurisdiction of a State commission
with respect to its retail electric or gas rates shall not issue any
security for the purpose of financing the acquisition, ownershi~,

or oJ.M!ration of an exempt telecommunications company. ~y pubhc
utihty company that is an associate company, or an affiliate, of
a registered holding company and that is subject to the jurisdiction
of a State commission with respee::t to its retail electric orgas
rates shall not assume any obhgation or liability as guarantor,
endorser, surety, or otherwise by the public utility company in
respect of any security of an exempt telecommunications company.

«(h) PLEDGING OR MORTGAGING OF AssETS.-Any public utility
company that is an associate company, or affiliate, of a registered
holding company and that is subject to the jurisdiction of a State
commission with respect to its retail electric or gas rates shall
not pledge, mortgage, or otherwise use as collateral any assets
of the fublic utility company or assets of any subsidiary company
thereo for the benefit of an exempt telecommunications company.

«(i) PROTECTION AGAINST ABusIVE AFFILIATE TRANSACTIONS.
A public utility company may enter into a contract to purchase
services or products described in subsection (a)(1) from an exempt
telecommunications company that is an affiliate or associate com
pany of the public utility company only if-

«(1) every State commission having jurisdiction over the
retail rates of such public utility company approves such con-
tract; or .

«(2) such public utility company is not subject to State
commission retail rate regulation and the purchased services
or products-

«(A) would not be resold to any affiliate or associate
company; or

«(B) would be resold to an affiliate or associate company
and every State commission having Jurisdiction over the
retail rates of such affiliate or associate company makes
the determination required by subparagraph (A).

The requirements of this subsection shall not apply in any case
in which the State or the State commission concerned publishes
a notice that the State or State commission waives its authority
under this subsection.

«G) NONPREEMPTION OF RATE AUTHORITY.-Nothing in this Act
shall preclude the Federal Energy Regul~tory Commission or a
State commission from exercising its jurisdiction under otherwise
applicable law to determine whether a public utility company may
recover in rates the costs of products or services purchased from
or sold to an associate company or affiliate thpt is an exempt
telecommunications company, regardless of whether such costs are
incurred through the direct or indirect purchase or sale of products
or services from such associate company or affiliate.

"(k) RECIPROCAL ARRANGEMENTS PROHIBITED.-Reciprocal
arrangements among companies that are not affiliates or associate
companies of each other that are entered into in order to avoid
the provisions of this section ate prohibited.
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"(l) BOOKS AND RECORDS.-(l) Upon written order of a State
commission, a State commission may examine the books, accounts,
memoranda, contracts, and records of-

«(A) a public utility company subject to its regulatory
authority under State law;

«(B) any exempt telecommunications company selling prod
ucts or services to such public utility company or to an ass9ciate
company of such public utility company; and

«(C) any associate company or affiliate of an exempt tele
communications company which sells products or services to
a public utility company referred to in subparagraph (A),

wherever located, if such examination is required for the effective
discharge of the State commission's regulatory responsibilities
affecting the provision of electric or gas service in connection with
the activities of such exempt telecommunications company.

"(2) Where a State colJllDission issues an order pursuant to
paragraph (1), the State commission shall not pubhc1y disclose
trade secrets or sensitive commercial information.

"(3) Any United States district court located in the State in
which the State commission referred to in para~aph (1) is located
shall have jurisdiction to enforce compliance With this subsection.

"(4) Nothing in this section sha1l-
"(A) preempt applicable ·State law concerning the provision

of records and other information; or
"(B) in any WilY limit rights to obtain records and other

information under Federal law, contracts, or otherwise.
"(m) INDEPENDENT AUDrr AUTHORITY FOR STATE COMMIS

SIONS.-
"(1) STATE MAY ORDER AUDrr.-Any State commission with

jurisdiction over a public utility company that--
"(A) is an associate company of a registered holding

com~any; and
'(B) transacts business, directly or indirectly, with a

subsidiary company, an affiliate or an associate company
that is an exempt telecommunications company,

may order an independent audit to be performed, no more
frequently than on an annual basis, of all matters deemed
relevant by the selected auditor that reasonably relate to retail
rates: Provided, That such matters relate, directly or indirectly,
to transactions or transfers between the public utility company
subject to its jurisdiction and such exempt telecommunications
company.

"(2) SELECTION OF FIRM TO CONDUCT AUDIT.-(A) If a State
commission orders an audit in accordance with paragraph (1),
the public utilitr. company and the State commission shall
jointly select, Wlthin 60 days, a firm to perform the audit.
The firm selected to perform the audit shall possess dem
onstrated qualifications relating to--

"(i) competency, including adequate technical training
and profeSSional proficiency in each discipline necessary
to ca!!l out the audit; and

"(il) independence and objectivity, including that the
firm be free from personal or external impairments to
independence, and should assume an independent position
with the State commission and auditee, makin~ certain
that the audit is based upon an impartial conslderation
of all pertinent facts and responsible opinions.



"(4) TERMINATION.-Nothing in this section prohibits a Bell
operating company or any of its affiliates from providing termi
nation for interLATA services, subject to subsection (j).
"(c) REQUIREMENTS FOR PROVIDING CERTAIN IN-REGION

INTERLATA SERVICES.-
"(1) AGREEMENT OR STATEMENT.-A Bell operating company

meets the requirements of this paragraph if it meets the
requirements of subparagraph (A) or subpara~aph (B) of this
paragraph for each State for which the authonzation is sought.

"(A) PRESENCE OF A FACILITIES-BASED COMPETITOR.
A Bell operating company meets the requirements of this
subparagraph if it has entered into one or more binding
agreements that have been approved under section 252
specifying the terms and conditIons under which the Bell
operating company is providing access and interconnection
to its network facilities for the network facilities of one
or more unaffiliated competing providers of telephone
exchange service (as defined in sectIOn 3(47)(A), but exclud
ing exchange access) to residential and business subscrib
ers. For the purpose of this subparagraph, such telephone
exchange service may be offered by such competing provid
ers either exclusively over their own telephone exchange
service facilities or predominantly over their own telephone
exchange service facilities in combination with the resale
of the telecommunications services of another carrier. For
the purpose of this subparagraph, services provided pursu
ant to subpart K of part 22 of the Commission's regulations
(47 C.F.R. 22.901 et seq.) shall not be considered to be
telephone exchange services.

"(B) FAILURE TO REQUEST ACCESS.-A Bell operating
company meets the requirements of this subparagraph if,
after 1f) months after the date of enactment of the Tele
communications Ad of 1996, no sucffi provider has
requested the access and interconnection described in
subparagraph (A) before the date which is 3 months before
the date the company makes its application under sub
section (d)(I), and a statement of the terms and conditions
that the company generally offers to provide such access
and interconnection has been approved or permitted to
take effect by the State commission under section 252(f).
For purposes of this subparagraph, a Bell operating com
pany sh811 be considered not to have received any request
for access and interconnection if the State commission of
such State certifies that the only' provider or providers
making such a request have (i) failed to negotiate in good
faith as required by section 252, or (ii) violated the terms
of an agreement approved under section 252 by the provid
er's failure to comply, within a reasonable period of time,
with the implementation schedule contained in such agree
ment.
"(2) SPECIFIC INTERCONNECTION REQUIREMENTS.-

"(A) AGREEMENT REQUIRED.-A Bell operating company
meets the requirements of this paragraph if, within the
State for which the authorization is sought-

"(i)(I) such company is providing access and inter
connection pursuant to one or more agreements
described in paragraph (l)(A), or
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"(B) The public utility company and the exempt tele
communications company shall cooperate fullr. with all reason
able requests necessary to perform the audit and the public
utility company shall bear all costs of having the audit per
formed.

"(3) AVAILABILITY OF AUDITOR'S- REPORT.-The auditor's
report shall be provided to the State commission not later
than 6 months after the selection of the auditor, and provided
to the public utility company not later than 60 days thereafter.
"(n) APPLICABILITY OF TELECOMMUNICATIONS REGULATION.-

Nothing in this section shall affect the authority of the Federal
Communications Commission under the Communications Act of
1934, or the authority of State commissions under State laws
concemin~ the provision of telecommunications services, to regulate
the activitIes of an exempt telecommunications company.".
SEC. 104. NONDISCIUMINATION PRINCIPLE.

Section 1 (47 U.S.C. 151) is amended by inserting after "to
all the people of the United States" the following: ", without
discrimination on the basis of race, color. religion, national origin,
or sex,".

Subtitle B-Special Provisions Concerning
Bell Operating Companies

SEC. 161. BELL OPERATING COMPANY PROVISIONS.

(a) ESTABLISHMENT OF PART III OF TITLE II.-Title II is amend
ed by adding at the end of part II (as added by section ·101)
the following new part:

"PART III-8PECIAL PROVISIONS
CONCERNING BELL OPERATING COMPANIES

"SEC. 2'71. BELL OPERATING COMPANY ENTRY INTO INTERLATA SERVo
ICES.

"(a) GENERAL LIMITATION.-Neither a Bell operating company,
nor any affiliate of a Bell operating company, may provide
interLATA services except as provided in this section.

"(b) INTERLATA SERVICES TO WHICH THIS SECTION APPLIES.-
"(I) IN-REGION SERVICES.-A Bell operating company, or

any affiliate of that Bell operating company, may provide
interLATA services originatin~ in any of Its tn-region States
(as defined in subsection (i)) If the Commission approves the
application of such company for such State under subsection
(d)(3).

"(2) OUT-OF-REGION SERVICES.-A Bell operating company,
or any affiliate of that Bell operating company, may provide
interLATA services originating outside its in-region States after
the date of enactment of the Telecommunications Act of 1996,
subject to subsection (j).

"(3) INCIDENTAL INTERLATA SERVICES.-A Bell operating
company, or any affiliate of a Bell operating company, may
provide incidental interLATA services (as dermed in subsection
(g» originating in any State after the date of enactment of
the Telecommunications Act of 1996.
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"(II) such company is generally offering access and
interconnection pursuant to a statement described in
para~aph(l)(B), and

(ii) such access and interconnection meets the
requirements of subparagraph (B) of this paragraph.
"(B) COMPETITIVE CHECKLIST.-Access or interconnec

tion provided or generally offered by a Bell operating com
pany to other telecommunications carriers meets the
requirements of this subparagraph if such access and inter
connection ineludes each of the following:

"(i) Interconnection in aecordance with the require
ments ofseetions 251(cX2) and 252(dXl).

"(ii) Nondiscriminatory access to network elements
in accordance with the requirements of sections
25l(c)(3) and 252(d)(1).

"(iii) Nondiscriminatory access to the poles, ducts,
conduits, and rights-of-way owned or controlled by the
Bell operating company at just and reasonable rates
in accordance with the requirements of section 224.

"(iv) Local loop transmission from the central office
to the customer's premises, unbundled from local
switching or other services.

. "(v) Local transport from the trunk side of a
wireline local exchange carrier switch unbundled from
switching or other services.

"(vi) Local switching unbundled from transport,
local loop transmission, or other services.

"(vii) Nondiscriminatory access to-
"(I) 911 and E911 services;
"(II) directory assistance services to allow the

other carrier's customers to obtain telephone num
bers; and

"(III) operator call completion services.
"(viii> White pages directory listings for customers

of the other carrier's telephone exchange service.
"(ix) Until the date by which telecommunications

numbering administration guidelines, plan, or rules
are established, nondiscriminatory access to telephone
numbers for assignment to the other carrier's telephone
exchange service customers. After that date, compli
ance with such guidelines, plan, or rules.

"(x) Nondiscriminatory access to databases and
associated signaling necessary for call routing and
completion.

"(xi) Until the date by which the Commission
issues regulations pursuant to section 251 to require 
number portability, interim telecommunications num
ber portability through remote call forwarding, direct
inward dialing trunks, or other comparable arrange
ments, with as little impairment of functioning, qual
ity, reliability, and convenience as possible. After that
date, full compliance with such regulations.

"(xii) Nondiscriminatory access to such services
or information as are necessary to allow the requesting
carrier to implement local dialing parity in accordance
with the requirements ofsection 25Hb)(3).

"(xiii) Reciprocal compensation arrangements in
accordance with the relJuirements of section 252(d)(2).

"(xiv) Telecommurlcations services are available
for resale in accordance with the requirements of sec
tions 251(c)(4) and 252(d)(3).

"(d) ADMINISTRATIVE PROVISIONS.-
"(1) APPLICATION TO COMMISSIoN.-On and after the date

of enactment of the Telecommunications Act of 1996, a Bell
operating company or its affiliate may apply to the Commission
for authorizatIon to provide interLATA services originating in
any in-region State. The application shall identify each State
for which the authorization IS sought.

"(2) CONSULTATION.-
"(A) CONSULTATION WITH THE ATTORNEY GENERAL.- Nc

The Commission shall notify the Attorney General
promptly of any application under paragraph (1). Before
makintr any determination under this subsection, the
CommIssion shall consult with the Attorney General, and
if the Attorney General submits any comments in writing,
sueh comments shall be included in the record of the
Commission's decision. In consulting with and submitting
comments to the Commission under this paragraph, the
Attorne;v General shall provide to the Commission an
evaluatIon of the application using any standard the Attor
ney General considers appropriate. The Commission shall
give substantial weight to the Attorney General's evalua
tion, but such evaluation shall not have any preclusive
effeet on any Commission decision under paragraph (3).

"(B) CONSULTATION WITH STATE COMMISSIONS.-Before
makintr any determination under this subsection, the
CommIssion shall consult with the State commission of
any State that is the subject of the application in order
to verify the compliance of the Bell operating company
with the requirements of subsection (c).
"(3) DETERMINATION.-Not later than 90 days after receiv

ing an application under paragraph (1), the Commission shall
issue a written determmation approving or denying the
authorization requested in the applIeation for each State. The
Commission shall not approve the authorization requested in
an application submitted under paragraph (1) unless it finds
that-

"(A) the petitioning Bell operating company has met
the requirements of subsection (c)(l) and-

"(i) with respect to access and interconnection pro
vided pursuant to subseetion (c)(l)(A), has fully imple
mented the competitive checklist in subsection
(c)(2)(B); or

"(ij) with respect to access and interconnection gen
erally offered pursuant to a statement under subsection
(c)(I)(B), such statement offers all of the items included
in the competitive checklist in subsection (c)(2XB);
"(B) the requested authorization will be carried out

in accordance with the requirements of section 272; and
"(C) the requested authorization is consistent with the

public interest convenience, and necessity.
The Commission shall state the basis for its approval or denial
of the application.
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Federal Register,
publication.

"(4) LIMITATION ON COMMISSION.-The Commission may
not, by rule or otherwise, limit or extend the terms used in
the competitive checklist set forth in subsection (c)(2)(B).

"(5) PuBLICATION.-Not later than 10 days after issuin
a determination under paragraph (3), the Commission shaN
publish in the F~deral Register a brief description of the deter
mination.

"(6) ENFORCEMENT OF CONDITIONS.-
"(A) COMMISSION AUTHORITY.-If at any time after the

approval of an application under paragraph (3) the
Commission determines that a Bell operating compan'y has
ceased to meet any of the conditions required for such
approval, the Commission may, after notice and oppor
tunity for a hearing-

"(i) issue an order to such company to correct
the deficiency;

"(ii) impose a penalty on such company pursuant
to title V; or

"(iii) suspend or revoke such approval.
"(B) RECEIPT AND REVIEW OF COMPLAINTS.-The

Commission shall establish procedures for the review of
complaints concerning failures by Bell operating companies
to meet conditions required for approval under paragraph
(3). Unless the parties otherwise agree, the Commission
shall act on such complaint within 90 days.

"(e) LIMITATIONS.-
"(1) JOINT MARKETING OF LOCAL AND LONG DISTANCE SERV

ICES.-Until a Bell operating company is authorized pursuant
to subsection (d) to provide interLATA services in an tn-region
State, or until 36 months have passed since the date of enact
ment of the Telecommunications Act of 1996, whichever is
earlier, a telecommunications carrier that serves greater than
5 percent of the Nation's presubscribed access lines may not
jointly market in such State telephone exchange service
obtained from such company pursuant to section 251(c)(4) with
interLATA services offered by that telecommunications carrier.

"(2) INTRALATA TOLL DIALING PARITY.-
"(A) PRoVISION REQUIRED.-A Bell operating company

granted authority to provide interLATA services under sub
section (d) shall provide intraLATA toll dialing parity
throughout that State coincident with its exercise of that
authority.

"(B) LIMITATION.-Except for single-LATA States and
States that have issued an order by December 19, 1995,
requiring a Bell operating company to implement
intraLATA toll dialing parity, a State may not require
a Bell operating company to implement intraLATA toll
dialing parity in that State before a Bell operating company
has been granted authority under this section to provide
interLATA services originating in that State or before ~
years after the date of enactment of the Telecommum
cations Act of 1996, whichever is earlier. Nothing in this
subparagraph ~ludes a State from issuing an order
requiring intraLATA toll dialing parity in that State prior
to either such date so long as such order does not take
effect until after the earlier of either such dates.
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"(0 EXCEPTION FOR PREVIOUSLY AUTHORIZED ACTIVITIES.-Nei
ther subsection (a) nor section 273 shall prohibit a Bell operating
company or affiliate from engaging, at any time after the date
of enactment of the Telecommunications Act of 1996, in any activity
to the extent authorized by, and subject to the terms and conditions
contained in, an order entered by the United States District Court
for the District of Columbia pursuant to section VII or VIII(C)
of the AT&T Consent Decree if such order was entered on or
before such date of enactment, to the extent such order is not
reversed or vacated on appeal. Nothing in this subsection shall
be construed to limit, or to impose terms or conditions on, an
activity in which a Bell operating company is otherwise authorized
to engage under any other provision of this section.

"(g) DEFINITION OF INCIDENTAL INTERLATA SERVICES.-For
purposes of this section, the term 'incidental interLATA services'
means the interLATA provision by a Bell operating company or
its affiliate-

"(1)(A) of audio programming, video programming, or other
programming services to subscribers to such services of such
com~any or affiliate;

'(B) of the capability for interaction by such subscribers
to select or respond to such audio programming, video program
minlf.' or other programming services;

'(C) to distributors of audio programming or video program
ming that such company or affiliate owns or controls, or is
licensed by the copyright owner of such programming (or by
an assignee of such owner) to distribute; or

"(0) of alarm monitoring services;
"(2) of two-way interactive video services or Internet serv

ices over dedicated facilities to or for elementary and secondary
schools as defined in section 254(h)(5);

"(3) of commercial mobile services in accordance with sec
tion 332(c) of this Act and with the regulations prescribed
by the Commission pursuant to paragraph (8) of such section;

"(4) of a service that permits a customer that is located
in one LATA to retrieve stored information from, or file informa
tion for storage in, information storage facilities of such com
pany that are located in another LATA;

"(5) of signaling information used in connection with the
provision of telephone exchange services or exchange access
by a local exchange carrier; or

"(6) of network control signaling information to, and receipt
of such signaling information from, common carriers offering
interLATA services at any location within the area in which
such Bell operating company ;>rovides telephone exchange serv
ices or exchange access.
"(h) LIMITATIONs.-The provisions of subsection (g) are intended

to be narrowly construed. The interLATA services provided under
subparagraph (A), (B), or (C) of subsection (g)(l) are limited to
those interLATA transmissions incidental to the provision by a
Bell operating company or its affiliate of video, audio, and other
programming services that the company or its affiliate :is engaged
In providing to the public. The Commission shall ensure that the
provision of services authorized under subsection (g) by a Bell
operating company or its affiliate will not adversely affect telephone
exchange service ratepayers or competition in any telecommuni
cations market.


