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I. INTRODUCI10N, OVERVIEW, AND EXECUTIVE SUMMARY

A. . The TeleeolllDluicatiolls Act of1996 - A New DIrection

1. The TelecommUDications Act of 19961 f"aet....-Uy dumges telecommunications
regulation. In the old regulatory regime govcrmneat encouraaed monopolies. In the new
regulatory reaime, we and the states remove the outdIted bmiers that protect monopolies from
competition and affirmatively promote efficient competition usiDa tools forged by Congress.
Historically, regulation ofthis iDdustry bas been premieed on 1he beliefthat service could be
provided at the lowest cost to the maximum munber ofCODIUIDen tbrouah a regulated monopoly
network. State and federal N&UJators devoted their efforts over DIlDy decides to regulating the
prices and practices ofthese monopolies and proteetiq them apiDSt competitive entry. The
1996 Act adopts precisely the opposite approach. Rather than shielding telephone companies
from competition, the 1996 Act requires telephone companies to open their networks to
competition.

2. The 1996 Act ilso recuts the relatioDsbip betwem the FCC and state commissions
responsible for reguJating tcJeMmmunications services. Until DOW, we and our state counterparts
generally have regulated the jurisdietioual sepnents ofthis iDdus1ry usigned to each ofus by the
Communications Act of 1934.. The 1996 Act forges a DeW partnership betwem state and federal
regulators. This arrangement is far better suited to the coming world ofcompetition in which
historical regulatory distinctions are supplanted by competitive forces~ As this Order
demonstrates, we have benefitted enormously from the expertise and experience that the state
commissioners and their staffs have contributed to these discussions. We look forward to the
continuation ofthat cooperative working relationship in the coming months as each ofus emies
out the role assigned by the 1996 Act.

3. Three principal pals established by the telephony provisions ofthe 1996 Act are: (1)
opening the local exchange aol exchaDae access lD8Ikets to competitive entry; (2)pNlDoting
increased competition in telecommunications markets that are already open to competition,
including the long distance services market; and (3) reformiDa our system ofuniversa1 service so
that universal service is Preserved and advanced as the loeal exchange and exchange access
markets move from monopoly to competition. In thiJ ruJemakina and related proceedings, we
are taking the steps that will achieve the pro-com.petitive, derep1atory goals of the 1996 Act.
The Act directs us and our state colleagues to remove not only statutory and regulatory
impediments to competition, but economic and operatioDll impediments as well. We are
directed to remove these impediments to competition in all telecommunications markets, while
also preserving and advancing universal service in a manner fully consistent with competition.

I Telecommunications Act of1~J Pub. L. No. 104-104. 110 saS6.\!.D te codi&rd (1147 u.s.c. ii lSI et. :ueq.
Hereinafter, all citations to the 1~ Act will be to the 1996 Act u coamea in dliUnited States Cocli.
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4. These three goals are intepaI1y related. lDdeed, the Ie~oasbip between fostering
competition in local telecommunications markets and promoting greater competition in the long
distance market is fundamental to the 1996,Act. C<8peddon in local excbanp and exchange
access markets is desirable, not only becaUse ofthe social and economic benefits competition
will bring to CODStIIDIIS of100000serviClel, but also becaUse oowpetition eveotua1Iy will eliminate
the ability ofan incumbent local excbanp ca'Iier 110 _ its 00Dtr01 ofboUleneck local facilities
to impede free market competition. UDder section 251, iDcIabeDt local excbange Clftiers
(LEes), including the Bell ()pcntiD& CompDes (BOCa). IN m-t.-t to 1ake several steps to
open their networks to competition, ineIudUag pl'O'YicIiDa~ &tferiDg ICCeIS to
unbundled elemeDts oftheb' IlItWOIb, ad IMIriD.1IIeir..u Jel'Vices available at wholCSB1e
rates so that they can be resold. UDder 1CCti0l!l271, oacetbe BOCa have taken the necessary
steps,1hey are allcnvecl to 0..10lIl distaDce.mce in lIaS wbeIe they provide local telephone
service, ifwe find that entry meetI the specific statutory requhementt and is coasistebt with the
public interest. Thus, under the 1996 Act, the opIDiDa ofoDe ofdlelast monopoly bottleneck
strongholds in telecommunications - the local excbaDge and exchange access markets - to
competition is intended to pave the way for enbancwl competition in all telecommunications
markets, by allowing all pmviders to eDCer allllllllEets. Tbe opIDiDa'ofall te1~mlmieations
markets to all providers will blur traditicxIal iD4'taIry ctiJdDedoasaod briDa DeW peckIps of
services, lowerprices and iIJcJ.-d iDncmItion to~ ....... The world IllVisioDed
by the 1996 Act is one in which all providers will have new competitive opportunities as well as
new competitive challenges.

·5. The Act also recapias, however, 1hatUDivenal service .CIIlIlOt be majntained without
reform ofthe cumm subsidy system. Tbe current UIIiverDl..-Yice system is a pIItchwodc quilt
ofimplicit and explicit subsidies. These subsidies are intencIed to promote telephone
subscribership, yet they do so at the expense ofdeterring or distortiDa competition. Some
policies that traditionally have been justified on UDivenal service considerations place
competitors at a disadvaDtaae. OtherUDiversal service policies place the incumbent LEes at a
competitive d.isadvIntage. Forexample, LEe. are NqUftJd to cm.p. iDterexebange cauien a
Carrier Common Line charge for every minute ofiDtenltate UI.fIic thIt any oftheir customers
send or receive. This exposes LEes to competition from CORtpetitiVe access providen, which are
not subject to this cost burden. Hence, section 254 oftbe Act requires the Commission, woddng
with the states and consumer advOC81eS tbrouIh a FederaIIState Joint Boat¢ to revamp the
methods by which universal service paymeIltS are collected IDd cUsbuned.2 The present
universal service system is incompatible with thestMutorymaMlteto introduce efficient
competition into local markets, because the curreat sysIem'distorts competition in 1bose market$.
For example, without universal service reform, facilities-baed eIltIMts would be forced to

2 FMiMd-&at. JoInt Boardon UrrIwrrds.rw. ccDocbtNo.""5 NCJIIioe ofPropoled RuIemakiDg tIIId
Order Establishing Joint Board, FCC 96-93 (ret. Mil.•, 1996)(~ s.w:.HPJ(},{).
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compete against monopoly providers that enjoy not 0DIy the teehDial, ecoaomic, and markedDg
advantages ofincumbency, but also subsidies that 8ft' provided only to the incumbents.

B. ne COIDpetitiO. TrilOIf: Sectioa 2$1, UDivenai Serriee Reform _ Aeeeu
CJaarp Reform

6. The rules that we adopt to implement the loc:aJ competition provisions ofthe 1996 Act
represent only one part ofa trilogy. In this Report and Order, we adopt initial rules desiped to
accomplish the first ofthe goals outlined-above - opening the local exchange and excb8Dge
access markets to competition. The steps we take today are the initial~ that will enable
the states and the Commission to begin to implement sections 251 and 252. Given the dynamic
nature oftelecommunications t.eehnology and markets, it will be DICeS" over time to review
proactively and adjust these rules to ensure both that the statute's mandate ofcompetition is
effectuated and enfon:ed, and that regulatory burdeus are lifted as soon as competition eliminates
the need for them. Efforts to review and revise these rules will be guided by the experience of
states in their initial implementation efforts.

7. The second part ofthe trilogy is universal service reform. In early November, the
Federa1IState Universal Service Joint Board, including three members ofthis Commission, will
make its recommendations to the Commission. These recommendations will serve as the
comerstone ofuniversa1 service reform. The Commission will act on the Joint Board's
recommendations and adopt universal service rules not later than May 8, 1997, and, we hope,
even earlier. Our universal service reform order, consistent with section 254, will rework: the
subsidy system to gwmmtee affordable service to all AmericaDs in an era in which competition
will be the driving force in telecommunications. By reforminl the collection and distribution of
universal service funds, the states and the Commission will also ensure that the goals of
affordable service and access to advanced services are met by means that enhance, rather than
distort, competition. Universal service reform is vitally connected to the local competition rules
we adopt today.

8. The third part ofthe trilogy is access charge reform. It is widely recogniRd that,
~ause a competitive market drives prices to cost, a system ofcharges which includes non-cost
based components is inherently unstable and unsustaiDable. It also weU-recognimi that access
charge reform is intensely interrelated with the local competition rules ofsection 251 and the
reform ofuniversal service. We will complete access reform before or concurrently with a final
order on universal service.

9. Only when all parts ofthe trilogy are complete will the task ofadjusting the regulatory
framework to fully competitive markets be finished. Only when our counterparts at the state
level complete implementing and supplementing these rules will the complete blueprint for
competition be in place. Completion ofthe trilogy, coupled with the reduction in.burdensome

9
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and iDefticient regulatioo we have UDdertakeD purIUIDt to other pmvisions ofthe 1996 Act, will
unleash marketplace fon:es that will fUel economic powth. Until then, incumbents and new
entrants must undergo a transition proCess toward fully competitive markets. We will, however,
act quickly to complete the daNe eaential ruJemaJdnp. We iDtend to issue aDOtice ofpioposed
ruJemaldng in 1996 and to complete the access cluqe morm proceeding concanendywith the
statutory deadline established for the section 254 rulemaJrina. This timetable will ensure that
actions taken by the Joint Board in November IDCl this Ccwnmission by not later than May 1997
in the universal service reformproceeeting will be coon:IiDated wi1h the access reform docket.

c. EcoDomie Barrien

10. As we pointed out in our Notice ofPropoaed RuJemaJeing in this dockd!, the removal
ofstatutory and regulatory barriers to entry into the local exdJaDae and exd\Inp access 1DIl'ket$,
while a necessary precoadidon to competition, is DOt sufficieDt to msure that competition will
supplant monopolies. An iDcum.bent LEC's existina iDbstructure enables it to serve new
customers at a much lower incremental cost than a facilities.bued 0D1l'IDt that must iDstall its
own switches, tnmldng and loops to serve its customers.· Furthermore, absent interconnection
between the incumbent LEe IDd the entrant, the customer oftbe entrant would be unable to
complete calls to subscribers .-ved by the incumbent LEe's netwoIk.Because an iDcumbent
LEC currently saves v:irtuaJly aD subscribers in its local·S«Ying ..,5 an incumbent LEe bas
little economic incentive to usist new entl'8Dts in their efforts to secm:e a greater sI1are ofthat
market An incumbent LEe also has the ability to act on its incentive to disc:ourage entry and
robust competition by not iDmrconDecting its network with the new entrant's network or by
insistina on supracompetiti've prices or other unreuoDable condi1iODS for terminating calls from
the entrant's customers to the incumbent LEC's subscribers.

11. Congress addnaecl these problems in the 1996 Act by mandating that the most
significant economic impediments to efticiat entry into the monopolized local JDII'bt must be
removed. The incumbent LECs have economies ofdensity, connectivity; and scale; 1raditiODllly,
these have been viewed as creating a natural monopoly. As we pointed out in ourNPRM, the
local competition provisioDS ofthe Act require that tbeIe economies be sbarecl with entrants. We
believe they should be shared in a way that permits the incumbent LEes to maintain opetating
efficiency to further fair competition, and to enable the entrants to share the economic benefits of

31mplelM1ltation oltM Lt:JcDI CtJ!IIPII!!tjoJI Prtwui01ll oftMT~itJIuAct of1996, CC Docket No. 96
98, Notice ofProposed RuJcmaking. FCC 96-182 (reI. Apr. 19,1996),61 Fed. Reg. 18311 (Apr. 25, 1996)
(NPRM).

4 See NPRM at para. 6.

5 See NPRM at n.13.
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that etlicieacy in the form ofCOlt-baed prices.' Conan- also RCOpized that the trlDSition to
competition presents special consideratioas in markets served by smlner telepboDe companies,
especially in rural areas.7 We are mindful ofthese considerations, and know that they will be
taken into account by state commissions as'well.

12. The Act contempIetes three paths ofentry into the local market - the CODSIrUCtion of
new networks, the use ofUlllMldled elements oftile incumbent's network, and resale. The 1996
Act requires us to implement rules that eUmin _ statutoIy aad regulatory barriers and remove
economic impediments to each. We anticipate that some new entrants will follow multiple paths
ofentry as market conditioDallld aeceIS to capital permit. Some may enter by relying at first
entirely on resale ofthe incumbent's services and then padually deploying their own facilities.
This strItogy was employed successtWly by MCI aDd Spriat in the interexcbange market during
the 1970's and 1980's. Others may~.a combiDation ofentry lItI'8tqies simultaneously 
whether in the same geographic IDIIbt or in differeDt ones. Some CClIIlpetitors may use
unbundled network elements in com.bination with their own facilities to serve densely populated
sections ofan incumbent LEe's service 1erritory, while using resold services to reach customers
in less densely populated areas. Still other new entrants may pursue a single entry strategy that
does not vary by geographic rePon or over time. Section 2S1 neither U:plicidy nor implicidy
expresses a preference for one particular entry strategy. Moreover, given the likelihood that
entrants will combine or alter entry strategies over time, an attempt to indicate such a preference
in our section 251 rules may have unintended and undesirable results. Rlther, our obIiption in
this proceeding is to establish rules that will ensure that all pro-compedtive entry strategies may
be explored. As to success or failure, we look to the market, not to regulation, for the answer.

13. We note that an entrant, such as a table company, that oonstruets its own network
will not necessarily need the services or facilities ofan incumbent LEC to enable its own
subscribers to communicate with each other. A firm adopting this entry strategy, however, still
will need an agreement with the i.Dcumbent LEe to enable the entrant's customers to place calls
to and receive calls from the incumbent LEC's subscribers.' ·Sections 251(b)(5) and (c)(2)
require incumbent LECs to enter into such agreements on just, reasonable, and nondiscriminatory
terms and to transport and terminate traffic originating on another carrier's network under
reciprocal compensation mangements. In this item, we adopt rules for states to apply in
implementing these mandates ofsection 251 in their arbitration ofinterconnection disputes, as
well as their review ofsuch arbitrated arrangements, or a BOC's statement ofgenerally available

6 See}WRM at para. 10-12.

747 U.S.C. § 251(f).

• See infra, Section IV.A.
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terms. We believe that our rules will assist the states in carrying out their respoJdJllities .\IDder
the 1996 Act, thereby furtheriDgthe Acts goals offostering prompt, efticient, competitive entry.

14. We also note that many new entrants will DOt have mtly constructed their local
networks when they begin to offer service.' Althouah they may provide some of their own
facilities, these new entnlDtSwiII be UD8b1e to nech all oftheir CUItOIDe1'S without depending on
the incumbent's facilities. Heace, in addition to an .Jlu....t for....inati. trdic on the
iJ:icumbeDt LEe's network, erdI...will likely need 8p!lIlIIIIIdS that tlUlble diem to obtain
wholesa1eprices for services they wish to seD at~ and to use at lelStsome portions ofdle
incumbents'facilities, such • local loops mel end oftice swi1dUDg facilities.

15. Congress recopbJed that, because ofthe incUI.a-t LEe's inceatives and superior
bargaining power, its negotiItioIu with new en1rIIdI OWI'the tInDI()fsuth agreements would be
quite different from typical commercial DelotiatioaI. As disdact lom·bBatcnl commercial
negotiation, the new entrant comes to the table withUttle or nothing the mcumbent LEe seeds or
wants. The statute addresseI this problem by Cleating • arbitration proceeding in whioh the new
entrant may assert certain ripu,including that the iDcumbeDt's pices'for unbundled network
elements must be "just, reuoD8bIe mel nondiscriminatnry."IO We adopt rules herein to
implement these requirements ofsection 251(c)(3).

D. Operational Barrien

16. The statute also directs us to remove the exilting operatiODa1 bmiers to entering the
local market. Vigorous competition would be impeded by technical disadvantages and other
handicaps that Prevent a new CIIlUaDt from otfering IlerVices that COJISUIIl8rS perceive to be equal'
in quality to the offerings ofiacumbent LECs. Our recently-issued number portability Report
and Order addressed one ofthe most significant operational barriers to competition by permitting
customers to retain their phone Dumbers when they change local carriers.II

9Joint~' StatemeDt, S. Conf. Rep. No. 104-230, l04th Ccag., 2d Sea. 113 (1996) (-Joint Explanatory
Statement") at 121.

10 See 47 U.S.C.§ 2S1(cX3)

n TtIiIIphonoN-wPorta6ll~No.95-116,"'~"'ClIlkr""__or_
~ FCC 96-286 (nl. J 2, 1996) (N....Poritlbllily 0i'tMr). CoBti.-at with the 1996 Act, 47 U.S.C.
§2S1~1 we~ LBca to 1Ilt...-1Dd..........,lmI to -.e1blt CUItaIDerJ ca dI8aae
their service PJ:Oviden wi1bout • to cbage their I!bcJae DUIIlbIr. Number~iJity promotes
competition by maIdq it less expensive aDd leas~ve for a customer to switch jJrovideri, thus fi'eeing the
customer to choose the local proVider that offers the best value.
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17. Closely related to number portability is dialing parity, which we address in a
companion order.12 Dialing parity enables a customer ofa new entrant to dial others with the
convenience an incumbent provides, regardless ofwhich carrier the customer bas chosen as the
local service provider. The hi8tory ofCOIIlpetition in the iDtetexchaDge market illustrates the
critical importance ofdialing parity to the success1W iDtroduction ofcompetition in
telecommunications markets. Equal access enabled customers ofnon-AT&T providers to enjoy
the same convenience ofdialing "1" plus the called party's number that AT&T customers had.
Prior to equal access, subscribers to interexehange carriers (lXCs) other than AT&T often were
required to dial more than 20 digits to place an interstate 1oDg-distmce call. Industry data show
that, after equal access wu deployed tbrougbout the country, the DlDDber ofcustomers using
Mel and other long-distlnce carriers increased signiftCllldy.13 Thus, we believe that equal
access had a substantial pro-competitive impact. Dialing parity should have the same effect.

18. This Order addresses other operational berriers to competition, such as access to
rights ofway, collocation, and the expeditious provisiODing ofresale a1ld lDlbundled elements to
new entrants. The elimjnation ofthese obstacles is esse.ntial ifthere is to be a fair opportunity to
compete in the local exchanF and exchange access markets. As an example, customers can
voluntarily switch from one~ carrier to anotbIIr extremely rapidly, through
automated systems. This has been a boon to competition in the interexcbange market. We
expect that moving customers from one local carrier to another rapidly will be essential to fair
local competition.

19. As competition in the local exchange market emeraes, operational issues may be
among the most difficult for the parties to resolve. Thus, we recognize that, along with the state
commissions and the courts, we will be called upon to enforce provisions ofarbitrated
agreements and our rules relating to these operational barriers to entry. Because of the critical
importance ofeliminating these barriers to the accomplishment ofthe Act's pro-competitive

. objectives, we intend to enforce our rules in a manner that is swift, sure, and effective. To this
end we will review, with the states, our enforcement techniques during the fourth quarter of
1996.

20. We recognize that during the transition from monopoly to competition it is vital that
we and the states vigilantly and vigorously enforce the rules that we adopt today and that will be
adopted in the :future to open local markets to competition. Ifwe fail to meet that responsibility,
the actions that we take today to accomplish the 1996 Act's pro-competitive, deregulatory
objectives may prove to be ineffective.

12 NPRM paras. 202-219.

13 Federal CommunicatiODS Commission, STATIS11CS OF COMMuNICA11ONS COMMoN CAIUUERS 1994-95, at 344,
Table 8.8; Federal Communications Commission, REPoRT ON LoNG DISTANCE MARKET SHARE, Second Quarter
1995, at 14, table 6 (Oct. 1995).
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E. Trauitioa

21. We coDSider it vitally importaDt to es&abliIh. "pro-competitive,.dereplatory
national policy framework"14 for local telephony~ but we are acutely miDdfulof
existing common carrier IIl11J1C11lCldtS, matioDships, aDd expectations, particularly dIoIe that
affect incumbent LEes. In liIbt oftbe timing u.- described above, we tbiDk it wise to provide
some appropriate transitions.

22. In this regard, this Order sets nrinimUlD, lIIIifonD. Daticmal rules, but also relies
heavily on states to apply thesemles aDd to exerciIe tbe.ir 0WJl ctiJcretioJl in implementing a pro- .
competitive regime in their.IOCl1 telephoDe JD8I'keIs. On those issues wbere the Deed to create a
factual record distinct to a state or to bIlance unique local consideratiODl is material, we ask the
states to develop their own rules that are consistent with general guidance contaiJWi herein. The
states will do so in rulemaldnp aDd in 8bitrating iaterccmDeetion arraDIcmeots. On other
issues, particularly those reJatecl to pricing, we facilitate the ability ofstates to adopt immecIiate,
tempol'lll'Y decisions by permitting the states to set proxy prices within a defiDed range or subject
to a ceiling. We believe thIt some states will find these altematives~ in light ofthe strict
deadlines ofthe law. For CU"lple, section 2S2(bX4XC) requires a state commission to complete
the arbitration of issues that have been referred to it, pumIIDt to seotiOl1 2S2(b)(I), within aiDe
months after the incmnbent local excbanp camet received the request for negotiation. Selection
ofthe actual prices within the range or subject to the ceiling will be for the state commission to
determine. Some states may use proxies temporarily because they lack the resources necessary
to review cost studies in ruJemakinp or arbitrations. Other states may lade adequate resources to
complete such tasks before the expiration ofthe arbitration deadline. However, we·IDCO'IIl'Ip all
states to complete the necessary work within the statutory deedlme, Our expectatioB is that the
bulk ofinterconnection ammgementswill be CODC1uded tIIIOugh arbittation or agreement, by the
beginning of1997. Not until then will we be able to cIeteImiDe more precisely the impact ofthis
Order on promoting competition. Between DOW and tbe:n, we are eager to continue·our work
with the states. In this period, as set forth earlier, we should be able to 1IIke major steps toward
implementing a new universal service system and far-reaching reform ofinterstate access. These
reforms will reflect intensive dialogue between us and the states.

23. Similarly, as ... implement the rules tbat we adopt indUs order as weD as their
own decisions, they may find it useful to CODSUlt with us, either formally or iDformaIly, reprcIing
particular aspects ofthese rules. We encourage IIld invite such inquiries beanie we believe that
such consultations are likely to provide greater certainty to the states u they apply 0.. rules to .
specific arbitration issues and possibly to reduce the burden ofexpensive judicial proceedinp on
states. A variety offormal and informal procedures exist under our rules for such consultations,
and we may find it helpful to fashion others as we gain additional experience under the 1996 Act.

14 Joint Explanatory Statement at I.
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F. Executive Summary

1. Scope ofAuthority of the FCC ud State Comlllillioas

24. The Commission concludes that sections 251 and 252 address both interstate and
intrastate aspects ofintaconnoction, resale services, and access to UDbuDdIed elements. The
1996 Act moves beyond the distiDction between iDterstI* ad in1rasmt.e matters that was
established in the 1934 Act, and iDst.ead expands the applicability ofDational ndes to historically
intrastate issues, and state ndes to historically intentate issues. In the Report and Order, the
Commission concludes that the states and the FCC can craft a partDersbip that is built on mutual
commitment to local telephone competition throughout the COUD1ry, aDd that under this
partnership, the FCC establishes uniform national ndes for some issues, the states, and in some
instances the FCC, administer these rules, and the states adopt additiollal ndes that are critical to
promoting local telephone competition. The rules that the FCC establishes in this Report and
Order are minimum requinmlents upon which the states may build. The Commission also
intends to review and amend the ndes it adopts in this Report and Order to take into account
competitive developments, states' experiences, and.technological changes.

2. Duty to Neptiate ill Good Faith

25. In the Report and Order, the Commission establishes some national ndes regarding
the duty to negotiate in good faith, but concludes that it would be futile to 1ry to determine in
advance every possible action that might be incoDSistcnt with the duty to negotiate in good faith.
The Commission also concludes that, in many instances, whether a party has negotiated in good
faith will need to be decided on a case-by-case basis, in light ofthe particular circumstances.
The Commission notes that the arbitration process set forth in section 252 provides one remedy
for failing to negotiate in good faith. The Commission also concludes that agreements that were
negotiated before the 1996 Act was enacted, including agreements between neighboring LEes,
must be filed for review by the state commission put'SUlDt to section 252(a). If the state
commission approves such agreements, the terms ofthole agreements must be made available to
requesting telecommunications carriers in accordance with section 252(i).

3. Interco.DectioD

26. Section 25I(c)(2) requires incumbent LEes to provide interconnection to any
requesting telecommunications cmier at any technically feasible point The intercoDDection
must be at least equal in quality to that provided by the incumbent LEe to itselfor its affiliates,
and must be provided on rates, terms, and conditions that are just, reasonable, and
nondiscriminatory. The Commission concludes that the term "intereomaection" under section
251(c)(2) refers only to the physicallin1cing oftwo Detworb for the mutual exchange oftraffic.
The Commission identifies a minimum set offive "technically feasible" points at which
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incumbent LECs must provide intercoDDeCtion: (I) the line side ofa local switch (for example,
at the main distribution frame); (2) the trunk side ofa local switch; (3) the trunk interconnection
points for a tandem switCh; (4) ceotra1 office cross-conaect poillll; and (5) out-of..band signalling
facilities, such as signalling 1raDSfer points, necessary to exchange traffic and access call-related
databases. In addition, the poiDts ofaccess to unbundled elCilll8tl (diIIcwIsed below) are also
technically feasible points of iDtercoJmection. The Commission ftDda tb8t teleeomtnUDications
camers may request~ UDCIer section 251(c)(2) to provide telephone a:dvmge or
exchange access service, or both. Ifthe request is b such purpose, the iDcumbeDt LEe must
provide interconnectiDD in accorcIance with secUOIl251(c)(;2) 8Dd the Commission's ndes
thaeuader to any 1elocommUDications carrier, includiDa interexehaDae carriers and commercial
mobile radio service (CMRS) provic1ers.

4. Access to UDbaadled £Ie.ellts

27. Section 251(c)(3) requires incumbent LEes to provide requesting
telecommunications carriers DODdiIcriminatory access to netwoIk elements on an UDbundIed
basis at any technically feasible point on rates, terms, IDd conditions that are just, reasonable,
and nondiscriminatory. In the Report and Order, the Commission identifies a minimum set of
network elements that incumbent LECs must provide under this section. States may require
incumbent LEes to provide additional network elements on an unbundled basis. The minimum
set ofnetwork elemants the Commisslon identifies are: local loops, local and tandem switches
(including alI vertical switehiDa features provided by such switches), interoffice bDSmission
facilities, network interface devices, signalUng and call-related data..facilities, operations
support systems functions, lDdoperator and directory usistance ficiliti.es. The Commission
concludes that incumbent LECsmust provide nondiscriminator &e*Ss to operations support
systems functions by January 1, 1997. The Commission concludes that access to such opezations
support systems is critical to Iftbrding new entrants a meaningfiJ] opportunity to compete with
incumbent LECs. The Commission also concludes that incumbent LEes are requiftd to provide
access to network elements in a marmer that allows reql*tiDg carriers to combine such elements
as they choose, and that incumbent LECs may not impose restrictions upon the uses to which
requesting carriers put such network elements.

5. Methods of ObtaiDiDg IDtereoDDectioD ud Aeeesa to UDb..dled ElemeDts

28. Section 2S1(cX6) requires incumbent LECs to provide physical collocation of
equipment necessary for interconnection or access to unbundled DetWork elements at the
incumbent LEe's premises, except that the incumbent LEe may provide virtual collocation ifit
demonstrates to the state commission that physical cOllocation is not practical for technical
reasons or because ofspace limitations. The Commission CODCludestbat incumbent LECs are
required to provide for any teelmically feasible method ofinterconnection or access requested by
a telecOmmunications carrier, including phySiad collocation, virtual collocation, and .
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intercoJmection at meet points. The Commission adopts, with certain modi6eatiollS, some ofthe
physical and virtual collocation JeqUirements it adopted eartier in the ExpandedIntuc01I'Metio"
proceeding. The Commission also estab~ rules inteIpietmg the requirements ofsection
25I(cX6).

6. PridaI Methodologiel

29. The 1996 Act requires the states to set prices for inteR:oDDection and 'LIDbuDdled
elements that are cost·bued, nondiscriminato,·and may include a reIIODule profit. To help
the states accomplish this, the Commission concludes that tbe sIIte commissions should set
arbitIated rates for intercomlection aDd access to nnbundIecl elements pursuant a forward-looking
economic cost pricing metbodology. The ConmrissjoncoDdudes that tbe prices that DeW

entrants pay for interconnection and UDbundled e1emeDtssbDuld., bIsed on the local telephone
companies Total Service Long Run Incremental Colt ofa )JIIticulIr D8tW01k element, which the
Commission calls "Total Element LoDg-Run lnCIeIIlIIItaI Cost" (TBLRIC), plus a reasonable
shaEe offorward-lookiDg joint and common costs. States will demrmiDe, among other tmngs, the
appropriate risk-adjusted cost ofcapital and deprecia1ioD i'8tes. For states that are unable to
conduct a cost study and apply an economic costing methodology within the statutory time frame
for arbitrating interconnection disputes, the Commission establishes default ceilings and ranges
for the states to apply, on an interim basis, to intcrconneetion arrangements. The Commission
establishes a default range of0.2-0.4 cents per minute for switching. For tandem switching, the
Commission establishes a default ceiling ofO.IS cents per minute. nie Order also establishes
default ceilings for the other 'LIDbuDdled network elements.

7. Access Charges for UnbllDdled Switching

30. Nothing in this Report and Order alters the collection ofaccess charges paid by an
interexchange cmier under Part 69 ofthe Commission's rules, when the incumbent LEe
provides exchange access service to an interexc:haDae carrier, either directly or through service
resale. Because access charges are not included in the cost-based prices for unbundled network
elements, and because certain portiODS ofaccess charges currently support the provision of
universal service, until the access charge reform aDd universal service proceedings have been
completed; the Commiuion continues to provide fora certain portion ofaccess charge recovery
with respect to use ofan incumbent LEC's unbundled switching clement, for a defined period of
time. This will minimize the possibility that the incumbent LEC will be able to "double .
recover," through access charges, the facility costs that new entrmts have a1reIdy paid to
pmchase unbundled elements, while preserving the status quo with respect to subsidy payments.
Incumbent LECs will recover from iDterconnectiDg caniers the carrier common line charge and a
charge equal to 7S% ofthe transport interconnection charge for all interstate minutes traversing
the incumbent LECs local switches for which the intercoImecting carriers pay unbundled
network element charges. This aspect ofthe Order expires at the earliest of: 1) June 30, 1"997; 2)
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the effective date offiDaI deciIionsby the Ccvnmission in the UDiver88l service aDd access rcfolm
pmr-dinp; or 3) iftile incumbeDt LEe is a Bell Operating Company (BOC), the date on which
that BOC is authorized under section 271 ofthe Act to povide in-region interLATA service, for
any given state.

31. For a similar limited period, incumbent LEes may cmrae the __ portions ofany
intrastate access charges comparable to the carrier common line charge (CCLC) and the transport
intercmmection cbBlp(11C), _well u any exisriq explicit UDiver88l.-vice~"
mecbaDiams based on iDtrist.Ite ICCaSS cbarps. DuriDa this period, incumbent LBCs may
continue to recover sudllWV8llla from parchIIas of1lllbuDdled.locallWitchiDs..... that
use those elements to origiDlte or terminate iMr...-e 10ll CIIJs for cad user customen they win
from incumbent LEes. TbeIe state mechuiRDIIDUIt eDd on the earlier of: (1) JUDe 30, 1997;
(2) the effective date ofa"cxwmiMion decision tbIt ID iDclDbeat LEe may DOt ISIeSS such
charges; and (3) ifthe incumbent LEe that receives the IlCCCII c8ap revenues is a BOC, the
date on which that BOC is amborized. UDder section 271 oftbe 1996 Act to offer in-reaion
interLATA service. The last eod date will apply cmly to the recovery ofchaaps in those states
in which the BOC is authorized to offer interLATA service.

8. Resale

32. The 1996 Act requires III incumbeDt LEes to offer for~e any
telecommunications service that the canicr pmvides at retail to subscribers who are DOt
telecommunications carriers. Resale will be an impoItIDt entry strategy both in the short term for
many new en1raDts u they build out their own facilities aDd for small businesses that cannot
afford to compete in the local exchange market by purdwing unbundled elements or by building
their own networks. State commissions must identify marketing, billing, collection, and other
costs that will be avoided or that are avoidable by incumbent LECs when they provide services
wholesale, and calculate the portion ofthe retail rites for those services tbat is auributable to the
avoided and avoidable costs. The Commission identifies catlin avoided costs, and the
application ofthis de:finition is left to the smteI. Ifa" elects not to implement the
methodology, it may elect, on III interim buis, a discoUDl rate from wi1hin a default range of
discount rates established by the Commission. The Qwmiuion estabIisbes a default discount
range of 17-25% offretail prices, leaving the states to set the specific rate within that range, in
the exercise oftheir discretion.

9. Requestilll TeIecommwatius Carriers

33. The Commission concludes that, to the exteDt tbIt a carrier is enpged in providing
for a fee local, interexchamge, or iDtemational basic services clirectly to the public or to such
classes ofusers u to be effed:ively available directly to the public, the carrier is a
"telecommunications cattier," and is thus subject to the requirements ofsection 251(a) and the
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benefits ofsection 251(c). The Commission concludes that CMU providers are
telecommunieatiODS carriers, and1bat private mobile radio service (PMRS) providers generally
are not telecommunications carriers, except to the exteDtthat a PMRS provider uses excess
capacity to provide local, intaexcb.aDp, or intem8tional avices for a fee directly to the public.
The Commission also concludes that, ifa company provides both telec9mmunications services
and information services, it must be classified as a telecommunications canier.

10. Commercial MobDe Radio Service

34. The Commission concludes that LECs are obligated, pursuant to section 251(bX5)
and the col1'eSpOnding pricing standards ofsection 2S2(d)(2) to to enter into reciprocal
compeDSation arrangements with CMRS providers, iDcIudiDI pllioa providers, for the transport
and termination oftratlic on oech other's networks. The Commission concludes that many
CMRS providers (specifice1ly cellulet, broadband PeS aDd covered specialized mobile radio
(SMR) providers) offer telephone excb8D&e service aDd exchlDae access, and that incumbent
LECs therefore must make inteiconnection available to these CMRS providers in conformity
with sections 251(c) end 252. The Commission concludes that CMRS providers should not be
classified as LECs at this time. The Commission also concludes that it may apply section 251
and 252 to LEC-CMRS interconnection. By opting to proceed under sections 251 and 252, the
Commission is not finding that section 332 jurisdiction over iDtercoDnection has been repealed
by implication, and the Commission acknowledges that section 332, in tandem with section 201,
is a basis for jurisdiction over LEC-CMRS interconnection. .

11. Transport aDd TermiDation

35. The 1996 Act requires that charges fortraDlport and termination oftraffic set based
on "additional cost." The Commission concludes that state commissions, during arbitrations,
should set symmetrical prices based on the local telephone compaay's forward-looking economic
costs. The state commissions would use the TELRIC metbodoJoay when establisbing rates for
transport and termination. The Commission establishes a default range of0.2-0.4 cents per
minute for end office termination for states which have not conducted a TELRIC cost study. The
Commission finds significant evidence in the record in support ofthe lower end ofthe range. In
addition, the Commission finds that additional reciprocal charges could apply to termination
through a tandem switch. The default ceiling for tandem switchina is 0.15 cents per minute, plus
applicable charges for transport from the tandem switch to the end office. Each state opting for
the default approach for a limited period oftime, may select a rate within that range.

12. Access to Rights ofWay

36. The Commission amends its rules to implement the pole attachment provisions ofthe
1996 Act. Specifically, the Commission establishes procedures for nondiscriminatory access by
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cable television systems md teleonmmUDieatioas CIIrie.n to poles, ducts, CODduits, and rights-of
way owned by utilities or LECs. The Order includes IeWIr8l specific rules as well u a Dumber of
more geaeral pidelines designedmfacilitate the JIIIOdation aDd.mutuat pedortNmce offilir,
pro-competitive access agreemeG1I without the DeOd for repIIaory iDterYeDtion. AdditioDll1ly, an
expedited dispute IeIOlution is provided wheIl good faith DIgOdatiou fIil, as me requiremeDts
concerning modificatiODS to poles, ducts, conduits, IDd rights-of-way and the allocation of the
costs ofsuch modifications.

13. ObUptions Imposed OD DOD-incumbent LECs

37. The Commission concludes that atateI....-nY may DOt impose on non-incumbent
LEes the obligations set forth in IIldioD 2S1(c) -titled, "AdditiOMl·~ onlDcumbeDt
Local Exchange Carri..." Sec:d0ll2S1(h)(2) sets forth • process by which dleConmrission may
decide to treat LEes .. incumbent LEes, and state commilSions ot other iawested perties may
ask the CommissioD to issue arule, in accordInce with section 2S1(11)(2), providing for the
treatment ofa LEC as an incumbent LEe. In addition to this R.eportand Order, the Commission
addresses in separate pmceeeJings some ofthe obligations, such as ctiaJiDg parity and DUIIlbel'
portability, that section 251(b) imposes on all LECs.

14. Exemptions, 8......oDl, ud ModUIcations ofSectioa 251 Requinmeatl

38. Section 2S1(f)(I) provides for exemption from the requireinems in section 251(c) for
rural telephone companies (as defined by the 1996 Act) under certain circumstances. Section
251(f)(2) permits LECs with fewer than 2 percent oftile !I8tioa's subscriber)iDes to petition for
suspension o.r modification ofthe requirements in sections 2S1(b) or (c). In the Report and
Order, the Commission establishes a very limited set oftules intelpletina the requirements of
section 251(f). For example, the Commission finds that LEes _ the burden ofproving to the
state coD;mlissioD that a suspension or modification ofthe requirements ofsection 251(b) or (c) is
justified. Rural LECs bear the burden ofproving that CODti.mIed exemption ofthe requirements
ofsection 251(c) is justified, once a bona fide recpst bas been made by a camer under section
251. The Commission also concludes that only LEes that, at the holding company level, have
fewer than 2 percent ofthe Dation's subscriber lines are entitled to petition for suspensiOD or
modification ofrequiremeDts UDder sectiOD 2S1(f)(2). For the molt part, however, the states will
intapret the provisions ofsectiOll2Sl(t) through rulemaking and Idjudicative proceedings, and
will be responsible for determiniDg whether a LEC in a particular instance is entitled to
exemption, suspension, or modification ofsectiOD 251 requirements.

15. CommissioD RespoDsibilities UDder SeetiOD 252

39. SectiOD 2S2(eXS) requires the Commission to assume the state's responsibilities
under section 252.ifthe state "fails to act to carry out its responsibility" under that section. In the
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Report and Order, the Commission adopts a minimum set ofrules that will provide notice ofthe
standards and procedures that the Commissiott will use ifit has to assume the responsibility ofa
state commission under section 252(eX5). The Commission concludes that, if it arbitrates
agreements, it will use a "filial ofTer" arbitration method, under which each party to the
arbi1ration proposes its best mel final offer, and the arbitrator chooIes among the proposals. The
arbitrator could choose a proposal in its entirety, or could choose different parties' proposals on
an issue-by-issue basis. In addition, the parties could continue to negotiate an agreement after
they submit their proposals and before the arbitrator makes adecision.

40. Section 252(i) ofthe 1996 Act tequires that incumbent LECs make available to any
requesting telecommllDications carrier any individual iDtercoDnection service, or network
element on the same terms and conditions as con18ined in any agreemeJIt approved UDder Section
252 to which they are a perty. The Commission concludes that section 252(i) entides all carriers
with interconnection~ to "most favored nation" status reprdless ofwhetber such a
clause is in their agreement. Carriers may obtain any iDdivichal interconnection, service, or
network element UDder the same terms and conditions as con1ained in any publicly filed
interconnection agreement without having to agree to the entire apecment. AdditioDally,
carriers seeking interconnectiou., netwodc elements, or services pursuant to section 252(i) need
not make such requests purswmt to the procedures for iDitial section 251 requests, but instead
may obtain access to agreement provisions on an expedited basis.
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u. SCOPE OF THE COMMISSION'S RULES

41. In implementing section 2S1, we ccmclude that lIOIDe D&tioDal rules are necessay to
promote Cougress's goals for a..noDai policy frame'wolk IIDd serve the public interest, aDd that
states should have the majorrespoDSlDility for prescribiDg the specific 1mDS 8Dd conditions that
will lead to competition in local exchange markets. Our IPJ'I'OICb in this Report IDd Order bas
been a pragmatic one, consisteDt with die Act, wi1b IeIpect to this allocation ofrespouibilities.
We believe that the steps necessary to implement section 251 are not appropriately characterized
as a choice between specific D8tional rules on the cae haDd IIlCl substantial state disaetion on the
other. We adopt national rules wbete they facilitate IdmiDistration ofsectioas 251 1IDCl252,
expedite negotiations and DitnItions by DII'I'OWiDI the pot.eDbal ranp ofdispute where
appropriate to do so, offeruniform iD1erpretaIions ofthe law1batIDight not o1:herwise emerge
until after years oflitigatioD, reedy signifiClDt imlMJ..-in ".ining power, and estabHsh
the minimum requirements necessary to implemcmt the nationwide competition that Congress
sought to establish. This is CODSisteDt with our obliption to "complete aU actions necessary to
establish regulations to implemcat the requiJ-=rnents" ofsection 2S1.IS Some ofthese rules will
be relatively self-executiDa. In lD8Dy instances, howewr, the·ruIes we estabIiah call on the states
to exercise significant discmion and to make critical decisioas throuab a'bitrltioDs and
development ofstate-specific rules. Over time, we will contillue to review the allocation of
responsibilities, and we will reallocate them if it appears that we have inappropriately or
inefficiently designated the decisionmaJcing roles. .

42. The decisions in this Report and Order, and in this Section in particular, benefit from
valuable insights provided by states b8sed on their experiences in establishing rules and taking
other actions intended to foster local competition. Through formal comments, exparte meetings,
and open forums,16 state commissioners and their staffs provided extensive, detailed information
to us regarding difficult or complex issues that they have encountered, and the various
approaches they have adopted to address those issues. Information from die states highlighted
both differences among communities within states, as well as similarities among states. Recent
state rules and orders that take into accoUDt the local competition provisions ofthe 1996 Act have
been particularly helpful to our deliberations about the types ofnational rules that will best

15 47 U.S.C. § 251(d)(1).

16 Public forum held on MIrch 1'. 1996. by FCC'I Oftice ofo.nIe-I to ditcusI iIderInIItion ofsectiaDs
251 and 252 oftbe TeJecwnmunic:at:ic Act of 1996; public forum held OIl July 9t 1996,~ FCCI CommOll CII'rier
Bureau and Office oCGeneraI Counsel to discuss implimentation ofseetion 271 oCtile Telecommunie:atioDs Act of
1996.
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further the statute's goal ofeacouraPnglocal telephoDe'competition.17 These state decisions also
offered useful insights in determining the extent to which the Commission should set forth
uniform national rules, and the extent to which we should ensure that states can impose varying
requirements. Our contact with state comminioners ad their stds, as well as recent state
actions, make clear that states IDd the FCC share a common commitmeDt to creating
opportunities for eft1cient new emry into the local telephone marbt. Our~encein working
with state commissioDs since passage of the 1996 Act coatbms that we will achieve that goal
most effectively and quickly by working coopeulti'Ye1y with ODe aaotbel' DOW aDd in the ft1ture as
the country's emerging competition policy presents new difficulties and opportunities.

4~. We also received helptul advice and U8istaDce from other govemmmt agencies,
including the National TelecommUDicationsand lDformation AdministrItion (NTIA), the
Department ofJustice, and the Department ofDefense about how DIItioDalIU1es could further the
public interest. In addition, comments from industry members and consumer advocacy groups
helped us understand better the varying and competing concerns ofconsumers aDd different
representatives of the telecommunications industry. We benefitted as well by discovering that
there are certain matters on whichtbere is substaDdal agreement about ,the role the Commission
should play in establishing aDd enforcing provisions ofsection 251.

A. Advutages aDd DisadvaDtages ofNatioaal Rules

1. Bac:kgroDDd

44. Section 251(dXl ) instructs the Commiaion, within six months after the enactment of
the 1996 Act (that is, by August 8, 1996), to "establish regulations to implement the requirements
of [section 251].nil In addition, section 253 requires the Commission to preempt the
enforcement ofany state or local statute, regulation, or legal requirement that "prohibit[s] or

17 See, &&, Petition ofATAT for the CammiuioD to EllabUlb RaIle Rules, RIles, Tenns mad Qmditioa IDd the
IDitial~ ofServices, Docket No. 6352-U(~"=.:--.May~.9 1996)i.~T CcImm.UDicItioas
oflllinois, Inc. et m., Petitioa for a Total Local~ s.m- t. .... . .w~
COmpany, Nos. 95-04S8 and 95-0S31 (CGIIIOL) (IIlinoiiCcmnnjgjm Mae 26. 1996); HawaIi Admin' ~es,
Cb. 6-80,"Com~ in TelecommUDicltioDs Services," (Hanii CommiuioD May 17, 1996); Public Utilities
Commiuioa ofObio Case No. 9.5-845-TP-eoI (LocalCom~)(Ohio Conuniaion June 12, 1996) mad
Imp1cmeDtation ofthe Mediation and Arbitrltion ProvisioDa oftbe PIderaI T.JecmgnUlliclDo.Ds Act of 1996, Case
No. 96-463·TP-UNC (Ohio Commisajm May 30, 1996);,~Rules ,...,lDlplem..... ofI§ 40-15
101 et~. Requirements relaliDa to IDtercoDnection IDCIU~Doc:Ut No. 95J{-SS6T (CoIondO
Commisslon APril2S, 1996) (ODe ofa __ ofOrders adoDtiIcI by 1M Colorado CommiuioD in~ to the
local campetitionJ)lOViliGas Oftbe 1996 Act); W_~1.JdIitfeI1Rd ~1Ition ecm-wiaD, Fi&eentb
~~lemtil1al Order, DecisiClD.IIld Order Rejecting TanffRevilions, .-w.o. u..... Docket No. UT·9S0200
(wBshington Commission April 19%). ~ --&UIU5o

1147 U.S.C. §251(dl(I). neC'Ammjesion,.~Iem"'rull..boalclbe""" "to1CCO...~~
sector~••t oflldVlDCOd ae1eC4l_UDicIaoaa IDd mr....~ IDd servic:es to all Amenc:ans by
opening ill telecommunications markets to competition." Joint Exphmatory Statement at 1.
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..,

[has] the effect ofprohibiting the ability ofany entity to provide any interstate orintrutate
telecommunications service.ft19

45. In·the NPRM, we .... OlD' beliefthat we sIaould implement CoDpess's goal ofa
pro-competitive,de-regulatory, DatioDal policy framewodc by adoptiDa aatiODll rules 1batare
desiped to secure the tu1l beDeIts ofCOIIJI'Cdtion for CODSUIDen, with due reprd to work
already done by the states.20 WesoUlbt comment on the exteDt to which we should adopt
explicit DatiOD&1 rules, aDd the extent to which penuittiDa VIriatioas 1DlODI--would further
Congress's pro-competitive .....21 We anticiplted tbat we would !ely OD actions lIOIIJe states
have already taken to address inte1'eonnection aDd other issues related to opeaing local markets to
competitiOD. In the NPRM, we set forth some oftbe baIetbs tIJIt would likely result from
implementing explicit DatiODal rules, aDd some of1be beDefits that would likely result from
allowing variations among states.22

2. CommeDD

46. The perties recommend·a broId spoctnDD of1ppI000bes with respect to the scope IDd
detail ofCommissiOD regulations. The vast IDIVoftty ofpotImtiaIlocal competitors, such as
interexchange caniers (IXCs), competitive access providers (CAPs), and cable operators, assert
that the Commission should adopt clear aDd explicit D8ticmal staocferds that will serve as the
backdrop for negotiations and will establish mjnjmum requirements for arbitrated agreements.23

Other parties, including federal agencies, consumer groups, and equipMeot JDaIlIJfacturer also
supPOrt explicit natioDal rules.24 These parties contend that explicit national standards are useful,
or even critical, to achieving the pro-competitive IOU enUllCiated by CoDpess.

47. Parties supportiDg explicit national JUles assert that national standards will give
incumbent LEes an incentive to negotiate ifthe natioDal rules would subject. the incumbents to

., 47 U.S.C. § 253(a) aDd (d).

2D NPRM at pam 26 (cltlllg JoiDt ExpIIDIrory S1aUJment at 1).

2\ NPRM at paras. 27, 3S.

22 NPRM at paras. 30-33.

~, AT4T ClOIIM'Mlliat 3;MCI_.+6;~....BII at +6; MPSC""'-mllat 5-6; JcIMI
c:c.mnentllt 11, 13; CIbIe.W'....MIII'DMM ."'7; LCI .........2, 13iTCC CMI1IWI!IIt 5-6;

HyperioD comments at 6; Ad Hoc TeleccmDnmic:ati Users Committee commCl'dlIt 3-1u; LDDS reply at 4.

34 s.., e.g., SBACOIIII'IMlId' It 4; Ohio CGaIumtn' Cauue1~I. 2-3; Dol CCJIIlIDMts at Sol'~t
C(III1IMIlfIat 3; FlOIltier rwply It 7; JDCNA reply at 2-9; N11A reply It3; NtdoaaJ AuociItion ofdae Dafnply It
1-3; Texas Public Utility CoUDSel reply It2.
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less advantageous terms dum they otherwiJe would be likely to JIeIC)tiIte.25 Other advantlles of
national stanc:t.ds, ICCOIdi.ng to these parties, include: redming the likelihood ofpotentially
inconsistent determinations by state eemmrissions IDd comts,26 aDd reducing burdens on new
entrants that seek to provide service on a regional or national basis by limiting their need for
separate network configurations and marketing strategies, and by increasing predictability.27 As
a result, they assert, new entIaDts would have p..-ICCISS to capital necessuy to develop
competing services.2I Parties state that collectively, tt.e advaDtaps danoDItrate that national
standards will foster competition more quickly than replltiODl developed on a state-by-state
basis.29 In addition, some parties contend that clear Datioaal staDdll'ds also will assist both the
states in arbitrating aDd leViewial agreements within tile time bmes set forth in section 252 and
the FCC in arbitrating agreements UDder section 2S2(eXS) where .... have &iled to act, and in
reviewing BOC applications to enter in-region interLATA markets pursuant to section 271.30

Some parties that favor strong DatioDal rules caution against prematurely dismantling consumer

25 See, e.g., AT&:T mnm..1t 6-8 (DOCiDa tIIat am. is~ 1rUe far DOIl-BOC~ LECa. sucb u
SNET aDd GTE, which~bave ilarlATA autboftty aDd11m DO reuoa to campJy wilhleCtiaD 251); Clble &:
Wireless CGIDIDeIdIIt7-9;·~ 01"-""*. 7; MPS ('l(IIIIII I 2' It 5-6;T.-........... 14-17 (wpe

~~~~~..:&:-r~~~~~~rJy~~C~i~;=reP1Y1t
CCIIIIIDGB at 5 (FCC sbould minjmmn ..........to iiNIIize ,owa: betweal
incumbents IIld new eDblDts); Cox c:ammeDts It 10; Excel CCIIDIIl.u It2-3. 1JJIt e. . Ameritec:h COIIUIlents at
7-9 (incumbent LEes do not liave vudy superior bIraainin&~,1Dd CIDDOt' im~ tenns~
other parties); PlcTel comments It6.i.!!!fA c:omments Iton.9 (die NPR.M ovastates the ... .. power of
incum"bent LECs; in ~cu1ar, non-au\,; LEes may have less bIrDinina: power than 1XCs, Ie companies, or
competitive access providers); USTA reply at 2-4; BeD Atlantic niPlY at'3.

26 ALTS comments at 2-4; ACSI comments It4; AT&:T CCIIIIIIlGdS 12 9-10; Cox cammeDts It 22-23; Dol comments
at 12; Frontier comments at 6; GSAIDoD COIIUIleDts It4-5; 11A comments at 5; MCI COIIUIleots It 4-6 (differing
rules will make it difficuh to develop a rational national=TCC comments It 7-8, 13 (federal ruleS will
eliminate the need for new eablllts to exuend nsoun:es die same battle in SO states); accord Cable &
Wireless comments at 10 (even SO exce1fent p1llll11'e not 0pdIDal iftbey II'e SO difrenDt pllns).

27 AT&T comments at 9; Cable &: W'nless comments at 6-9 (cost efticiencies ofnatioaal networks II'e subiaantial);
Excel CC!IDIMDtilt 2; H)'IMrioD MIIUIWItIIt '; GST cwnD III at 2; JCJDeIInten:IbIe CCJIIIINDIS • 11; Ohio
Ccmsum.en' Counsel cwn_. 3; SBA CXBIIlIIdS 12 4 ( 1na1eI will~help IIDII1~tGm
S~t CCM'U"mtI at 3; Tee c:omn-b at 7-8; ACSI reply at 4; commonas It 3 (DIlioIiII •
standards are neeallrY to JeIOlve-=nauJIrarY, fechnic:alllld~ quaticIas tIIat lCCOIDpI!Iy
interconnecticm to incumbeat LEe i); l.ueeDtcomm_ at 3 (DidioDalItllidlrds will~_~
growth IIld assist telecommUDieatioas equipment vendors); SDN Users Associaticm comments It2; IntematiOaal
Communications Ass'n comments at 3.

21 ALTS comments at 2-4; GSAIDoD comments at 4-5; MCI comments at 4-6. Bill MIS GTE ~Iy It 6 (uniform
federal rules will not affect the ability of....c, financially well-positioned entities like AT&:T to Obtain Clpital).

29 See, e.g., ALTS comments at 2-4; ComDetition Policy Institute comments at 10; DoJ comments at 13-1S (a single
set ofrules can be created faster than 50 dift'erent sets).

:JO Ad Hoc: Telecommunications Users Committee comments at 9-10; AT&:T comments at 8-9, II; Cable et Wireless
comments at 7-9; CompTel comments at 22; Excel comments at 2.
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