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I INTRODUCTION

1. This order adds the statutory language from the Protecting Children in the 21* Century Act
regarding the education of students about appropriate online behavior to the existing Commission rules
implementing the Children’s Internet Protection Act (CIPA) for the schools and libraries universal service
support mechanism (also known as the E-rate program).' The Commission’s CIPA rules were also
implemented at the direction of Congress, and school and library E-rate applicants that seek to receive
discounts on Internet access or internal connections have been required to certify their compliance with

! Protecting Children in the 21* Century Act, Pub. L. No. 110-385, Title II, 122 Stat. 4096 (2008); 47 C.E.R. §§
54.520(c)(1)(i), 54.520(c)(2)(0).
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CIPA since 2001 The Protecting Children in the 21* Century Act directs E-rate applicants to also
certify that their CIPA-required Internet safety policies provide for the education of students regarding
appropriate online behavior including interacting with other individuals on social networking websites
and in chat rooms, and regarding cyberbullying awareness and response.’” We implement this statutory
language verbatim. We also make minor non-substantive revisions to Commission rules to conform to
existing statutory language from the CIPA statute where necessary. Finally, we make minor corrections
to the Commission’s Schools and Libraries Sixth Report and Order.*

IL BACKGROUND

2. Under the E-rate program, eligible schools, libraries, and consortia that include eligible
schools and libraries may apply for discounted eligible telecommunications, Internet access, and internal
connections services.” Since 2001, in accordance with CIPA, to be eligible for E-rate discounts for
Internet access and internal connection services, schools and libraries that have computers with Internet
access must certify that they have in place certain Internet safety policies and technology protection
measures.® As required by CIPA, section 54.520(c) of the Commission’s rules requires that the Internet
safety policy must include a technology protection measure that protects against Intemet access by both
adults and minors to visual depictions that are (1) obscene; (2) child pornography; or, with respect to use
of the computers by minors, (3) harmful to minors.” In addition, section 54.520(c)(1)(i) requires a school
to certify that its Internet safety policy includes “monitoring the online activities of minors.” Applicants
make their CIPA certifications on the Receipt of Service Confirmation Form (FCC Form 486), or the
Certification by Administrative Authority to Billed Entity of Compliance with the Children’s Internet
Protection Act (FCC Form 479).”

% Congress included CIPA as part of the Consolidated Appropriations Act, 2001, Pub. L. No. 106-554 §§ 1701 et
seq. Section 1721 of CIPA amends section 254 (h) of the Communications Act of 1934 (as amended) (Act). 47
U.S.C § 254(h); Federal-State Joint Board on Universal Service, Children’s Internet Protection Act, CC Docket No.
96-45, Report and Order, 16 FCC Red 8182 (2001) (CIPA Order).

3 Protecting Children in the 21* Century Act, Pub. L. No. 110-385, Title II, 122 Stat. 4096 (2008).

4 Schools and Libraries Universal Service Support Mechanism, A National Broadband Plan For Our Future, CC
Docket No. 02-6, GN Docket No. 09-51, Sixth Report and Order, 25 FCC Red 18762 (2010) (“Schools and Libraries
Sixth Report and Order”).

547 CF.R. §§ 54.501-54.502, and 54.504.

. Congress included CIPA as part of the Consolidated Appropriations Act, 2001, Pub. L. No. 106-554 §§ 1701 et
seq. Section 1721 of CIPA amends section 254 (h) of the Communications Act of 1934 (as amended) (Act). 47
U.S.C § 254(h).

747U.S.C. § 254(h); 47 C.F.R. §§ 54.520(c)(1)(i), 54.520(c)(2)(i).

f47US.C § 254(h)(5)(B)(i); 47 C.F.R. § 54.520(c)(1)(i). The statute does not extend this requirement to libraries.
47 U.S.C. § 254(h)(5)(B)(i).

? See FCC Form 486 at 5, available at http://www.universalservice.org/_res/documents/sl/pdf/486.pdf (last visited
July 10, 2011); FCC Form 479 at 2, available at http://www.usac.org/_res/documents/sl/pdf/479.pdf (last visited
July 10, 2011). The Administrative Authority is the entity that must make the CIPA certifications for the applicant.
If the Administrative Authority is also the Billed Entity, then the Administrative Authority may make its CIPA
certifications on the FCC Form 486. See Instructions for Completing the Schools and Libraries Universal Service
Receipt of Service Confirmation Form at 2-3 (FCC Form 486 Instructions), available at

http://www.usac.org/ res/documents/sl/pdf/486i.pdf (last visited July 10, 2011). If the Administrative Authority is
not the Billed Entity, then the Administrative Authority must make its CIPA certifications on the FCC Form 479 and
(continued....)
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resources available to them as they prepare their Internet safety policies to provide for the education of
students about appropriate online behavior. Many of these resources are online, including, for example,
the ideas and links for parents of children that use the Internet supported by OnGuardOnline.gov, the
website the Federal Trade Commission jointly developed with the FCC, other federal government offices,
and various technology industry organizations.**

B. Other Proposed Rule Revisions

9. We also revise certain rules to conform more accurately to the existing statutory language, as
proposed in the NPRM.** We emphasize that these revisions do not impose additional obligations on E-
rate participants, but merely mirror the existing statutory language and codify existing statutory
requirements. Many of our modifications will simplify the application process by including in our rules
important definitions that we previously required applicants to look up from other sources. Contrary to
the suggestion of one commenter, E-rate participants will not need to undergo new training or re-file any
forms as a result of our conforming our rules to the existing statutory language unless they have been non-
compliant with these existing obligations.”® We note that one commenter objected to these rule revisions
generally on the basis that the revisions are unnecessary and will cause confusion.”” We conclude,
however, that these rule revisions will eliminate potential confusion by making the rules reflect the
statutory language more accurately and clarifying all of the CIPA obligations.

10. Our first revisions clarify and add various defined terms relating to the CIPA obligations.
First, we revise the rules so that the definitions of elementary and secondary schools are consistent
throughout our rules and reflect the exact statutory wording of 20 U.S.C. § 7801(18) and (38).**
According to this statute, an elementary school is “a nonprofit institutional day or residential school,
including a public elementary charter school, that provides elementary education, as determined under
State law.”® A secondary school is “a nonprofit institutional day or residential school, including a public
secondary charter school, that provides secondary education, as determined under State law, except that
the term does not include any education beyond grade 12.”*° At this time, Commission rule sections
54.500, 54.501, and 54.504 all contain differently worded references to definitions of elementary and
secondary schools.’’ We first note that the existing definition of elementary school in section 54.500(c)

2 See OnGuard Online; Stop, Click, Think; Net Cetera, http://www.onguardonline.gov/topics/net-cetera.aspx (last
visited June 15, 2011).

%5 See NPRM, 24 FCC Red at 13900-02, paras. 7-16.

%6 See ALA Comment at 4 (stating that revising the rules will require re-filing of forms and retraining of “thousands
of applicants™).

?7 See ALA Comments generally.

% See Appendix A, 47 CF.R. §§ 54.500(c), 54.500(k), 54.501(a)(1), 54.503(c)(2)(i), and 54.504(a)(1)(i) as amended
herein. Section 254(h)(7) states that the term *“‘elementary and secondary schools’ means elementary schools and
secondary schools, as defined in section 7801 of Title 20.” 47 U.S.C. § 254(h)(7); see also Funds for Learning
Comments at 5 (supporting the rule revisions).

2 See 20'U.S.C. § 7801(18).
30 See 20 U.S.C. § 7801(38).

*! For example, sections 54.501(b) and 54.504(b)(2)(i) cite to the statutory definition of elementary school in 20
U.S.C. 7801(38), while section 54.500 does not contain a reference to 20 U.S.C. 7801(38) and defines an elementary
school as a “non-profit institutional day or residential school, including a public elementary charter school, that
provides elementary education, as determined under state law.”
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tracks the statutory definition of an elementary school.’”* We revise section 54.500(k) to make it

consistent with the statute that a secondary school is “a nonprofit institutional day or residential school,
including a public secondary charter school, that provides secondary education, as determined under State
law, except that the term does not include any education beyond grade 12.”** We also revise sections
54.501(a)(1), 54.503(c)(2)(1), and 54.504(a)(1)(i) to refer consistently and identically to section 54.500
definitions of elementary and secondary schools.* We disagree with the ALA’s concern that schools will
be confused about their eligibility if we use the statutory definitions in our rules.”” We believe that it will
be easier for entities to determine their eligibility because they will only have to look at the Commission’s
rules instead of having also to look at the statute.

11. Second, we revise section 54.520(a)(1) to add “school board” to the definition of entities that
are subject to CIPA certifications.’® Although section 254(h) of the Act includes the term “school board”
as an entity to which the CIPA certifications may apply, the existing rules do not include this term.*” We
believe that this revision clarifies that school boards are authorized to make CIPA certifications.”® We
note that although the statute does not include the term “school district” as an entity to which the CIPA
certifications apply, existing rules do include the term “school district.™ We will not delete the term
“school district,” however, to prevent any confusion; we will continue to treat a school district as an entity
that may be authorized to make CIPA certifications.

12. Third, we revise section 54.520(a)(4) to add the existing statutory definitions of the terms
“minor,” “obscene,” “child pornography,” “harmful to minors,” “sexual act,” “sexual contact,” and
“technology protection measure,” consistent with the statute.”” Section 54.520 of our rules does not
currently include the definitions of these terms, but instead refers back to theTIPA statute.* We find that
including the statutory definitions of these terms in our rules will make it easier for E-rate program
participants to understand their CIPA obligations. We disagree with AL A’s concern that we should not
include the definition of “minor” in our rules because the definition of “minor” varies among the states.*
The potential confusion caused by so many different definitions of “minor” among the states is precisely
why we should clarify that term for purposes of E-rate funding. Regardless of a state’s definition of a

1Y

32 See 47 C.F.R. § 54.500(c).

3 See Appendix A, 47 C.F.R. § 54.500(k) as amended herein.

3 See Appendix A, 47 C.F.R. §§ 54.501(a)(1), 54.503(c)(2)(i), 54.504(a)(1)(i).
¥ See ALA Comments at 6.

3 See Appendix A, 47 C.F.R. § 54.520(a)(1) as amended herein.

37 See 47 U.S.C. § 254(h)(5)(A)().

B We agree with ALA’s comments that a school board may or may not be the Administrative Authority responsible
for CIPA certifications on the Forms 486 or 479. See ALA Comments at 6-7.

% See 47 C.F.R. §§ 54.520(a)(1).

% See Appendix A, 47 C.F.R. § 54.520(a)(4) as amended herein; 47 U.S.C. § 254(h)(7)(D)-(I). We note that some
definitions set forth in section 254 reference other statutory provisions. See, e.g., 47 U.S.C. § 254(h)(7)(E) (defining
obscene as having the “meaning given such term in section 1460 of title 18, United States Code™).

4 See 47 CF.R. § 54.520(a)(4) (“The terms ‘minor,” ‘obscene,’ ‘child pornography,” ‘harmful to minors,” and
‘technology protection measure’ as used in this section, are defined in the Children’s Internet Protection Act section
1721(c).”).

42 See ALA Comments at 7.
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254(1) of the Act to be made available to the Commission upon request.”® Although this requirement is
mandated by the statute, it is not currently in the Commission’s rules.”’ In adopting this rule, we do not
intend to withhold E-rate funds pending a review of such policies.** We also emphasize that the
Commission is not mandating a wholesale collection of Internet safety policies. An entity would only
need to produce its Internet safety policy upon request by the Commission. We do not anticipate that the
Commission would request this information with any more frequency than it has before, and therefore do
not see this rule provision as imposing any new burden.®'

19. We find that the maintenance of the Internet safety policy should be in accordance with the
existing audit and recordkeeping requirements of rule section 54.516(a) and existing certification number
10 on the FCC Form 486, which require schools and libraries to retain documents for at least five years
after the last day of service delivered in a particular funding year.”” In applying this requirement to
Internet safety policies, we conclude that a school or library should be required to retain its Internet safety
policy documentation for a period of five years after the funding year in which the policy was relied upon
to obtain E-rate funding.® For example, if a school adopted an Internet safety policy in 2002 and used
that same policy to make its certification in funding year 2009, the school must retain its Internet safety
policy documentation for five years after the last day of service for funding year 2009.

20. We also add a rule provision requiring a local public notice and a hearing or meeting to
address any Internet safety policies newly adopted pursuant to CIPA.** Although this is mandated by the
statute and was discussed in the CIPA Order, there is no provision addressing this issue in the existing
rules.”® As discussed in the NPRM, this requirement only applies to an entity that has no previous Internet
safety policy or did not provide public notice and a hearing or meeting when it adopted its Internet safety
policy.®® Unless required by local or state rules, an additional public notice and a hearing or meeting is
not necessary for amendments to Internet safety policies, including the changes to schools’ Internet safety
policies required by the Protecting Children in the 21* Century Act.*” We understand, however, that a
school or library might have convened such a hearing or meeting before we adopted our record retention

58 See Appendix A, 47 C.F.R. § 54.520(c)(5) as amended herein.
% See 47 U.S.C. § 254(1)(3).

% See SECA Comments at 6 (supporting such a rule as long as E-rate funds are not held during the collection and
review process).

6! See ALA Comments at 14 (stating that the additional burden for consortium leaders will lead to fewer consortium-
type applications filed).

62 See 47 CFR. § 54.516(a); FCC Form 486 at 4, available at http://www.usac.org/_res/documents/sl/pdf/486.pdf
(last visited July 10, 2011).

8 See SECA Comments at 7; West Virginia DOE Comments at 3.

8 See Appendix A, 47 C.F.R. § 54.520(h) as amended herein. Several commenters stated that the text of the NPRM
had omitted the word “meeting.” See, e.g., ALA Comments at 15; SECA Comments at 7. We note that the text of
the proposed rule stated that the requirement was for a “hearing or meeting.” See NPRM, 24 FCC Rcd at 13909.

5 See 47 U.S.C. § 254(h)(5)(A)(iii); (h)(6)(A)(iii); (D(1)(B); CIPA Order, 16 FCC Red at 8202-03, paras. 49-52,
% See NPRM, 24 FCC Rcd at 13902, para. 16.

57 See, e. g., Council of Great City Schools Comments at 2; Nancy Willard Comments at 2; NYC DOE Comments at
2; West Virginia DOE Comments at 3; SECA Comments at 7; SETDA Reply Comments at 1.
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into compliance with the CIPA requirements by the next funding year, but does not specify that this
certification option is only applicable to entities that are applying for E-rate discounts for the first time.
We believe this clarification will help new applicants understand their CIPA obligations during their first
year of E-rate funding.” We note that ALLA expresses concern that parties will be confused by this
revision.”® We disagree. As ALA itself states, the FCC Form 486 instructions go into great detail about
the circumstances under which an entity may certify that it will come into compliance with the CIPA
requirements by the next funding year.”” We also note that USAC has extensive guidance on its website
on compliance with the CIPA requirements, including when the grace period applies,”® and this guidance
will continue to be available to parties.

23. Some E-rate recipients have sought guidance regarding the potential application of CIPA
requirements to the use of portable devices owned by students and library patrons, such as laptops and
cellular telephones, when those devices are used in a school or library to obtain Internet access that has
been funded by E-rate. We recognize that this is an increasingly important issue, as portable Internet
access devices proliferate in schools and libraries. We believe it may be helpful to clarify the appropriate
policies in this area, and intend to seek public comment in a separate proceeding.

24. Finally, we take this opportunity to make minor corrections to the Schools and Libraries Sixth
Report and Order released September 28, 2010.” Among other things, the Commission included dark
fiber on the Eligible Services List (ESL) and allowed eligible schools and libraries to receive support for
the lease of fiber, whether lit or dark, as a priority one service from any entity. In the discussion of dark
fiber, the seventh sentence in paragraph 9 currently reads: “We emphasize that selecting a
telecommunications carrier as a service provider does not absolve schools and libraries of their obligation
to adhere to the Children's Internet Protection Act (CIPA) requirements when they use that service to
obtain Internet service or access to the Internet.” We revise the last part of that sentence to read: . . .
when they use USF funding to obtain discounted Internet access service.”

25. In addition, we also correct 54.507(g)(1)(1) of the final rules to the Schools and Libraries
Sixth Report and Order which currently reads: “(i) Schools and Libraries Corporation shall first calculate
the demand for telecommunications, telecommunications services, voice-mail, and Internet access for all
discount categories as determined by the schools and libraries discount matrix in § 54.505(c). These
services shall receive first priority for the available funding.” We revise this rule to change “Schools and
Libraries Corporation” to “Administrator” and to reflect that voice mail, although eligible for E-rate
discounts, does not need to be listed as an individual eligible service in our rules. We revise the rule to
read: “(i) The Administrator shall first calculate the demand for services listed under the
telecommunications services, telecommunications, and Internet access categories on the eligible services

75 We note that SECA stated that because CIPA has been effective since April 2001, there is no longer any need to
provide a grace period. SECA Comments at 5. We believe, however, that there may still be entities that are new to
the E-rate program and that these entities should have a grace period to come into compliance. In addition, we
disagree with ALA that the revised rule is unclear as to when the first year of E-rate participation takes place. ALA
Comments at 12. No other commenters supported ALA’s position,

76 See ALA Comments at 12.

2 Id.; see also FCC Form 486 Instructions at 11-13, available at
http://www.usac.org/_res/documents/sl/pdf/486i.pdf (last visited July 10, 2011).

78 See USAC website, Step 10: Children’s Internet Protection Act (CIPA), Definition of First, Second, and Third
Funding Years, available at http://www.usac.org/sl/applicants/step10/cipa.aspx, (last visited July 10, 2011).

7 See Schools and Libraries Sixth Report and Order.
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list for all discount levels, as determined by the schools and libraries discount matrix in § 54.505(c).
These services shall receive first priority for the available funding.”®

1v. PROCEDURAL MATTERS
A. Final Regulatory Flexibility Analysis

26. As required by the Regulatory Flexibility Act of 1980 (RFA),” the Commission has prepared
a Final Regulatory Flexibility Analysis (FRFA) relating to this Report and Order. The FRFA is set forth
in Appendix B.

B. Paperwork Reduction Act Analysis

27. This document contains new information collection requirements subject to the Paperwork
Reduction Act of 1995 (PRA), Public Law 104-13. It will be submitted to the Office of Management and
Budget (OMB) for review under Section 3507(d) of the PRA. OMB, the general public, and other
Federal agencies are invited to comment on the new information collection requirements contained in this
proceeding. In addition, we note that pursuant to the Small Business Paperwork Relief Act of 2002,
Public Law 107-198, see 44 U.S.C. 3506(c)(4), we previously sought specific comment on how the
Commission might further reduce the information collection burden for small business concems with
fewer than 25 employees.

28. In this present document, we require any school receiving E-rate funding to certify that its
Internet safety policy provides for the education of minors about appropriate online behavior, including
interacting with other individuals on social networking websites and in chat rooms and cyberbullying
awareness.” We have assessed the effects of this new certification requirement and find that it will not
significantly impact the burden on small business. Congress adopted this new certification requirement to
promote online safety education in schools.*> We also codify the existing statutory requirement that
schools and libraries make Internet safety policies available upon request by the Commission.” We have
assessed the effects of adding this requirement to our rules and find that it will not significantly impact the
burden on small business because it was an already existing statutory requirement with which schools and
libraries have had to comply.

V. CONGRESSIONAL REVIEW ACT

29. The Commission will include a copy of this report and order in a report to be sent to

Congress and the Government Accountability Office pursuant to the Congressional Review Act, see 5
U.S.C. 801(a)(1)(A).

%0 See Appendix A, 47 C.F.R. § 54.507(g)(1)(i) as amended herein.

81 See 5 U.S.C. § 604. The RFA, see 5 U.S.C. §§ 601-612, has been amended by the Small Business Regulatory
Enforcement Fairness Act of 1996 (“SBREFA”), Pub. L. No. 104-121, Title II, 110 Stat. 857 (1996). The SBREFA
was enacted as Title II of the Contract With America Advancement Act of 1996 (“CWAAA”).

8 See supra paras. 5-8.
2 Protecting Children in the 21* Century Act, Pub. L. No. 110-385, Title II, 122 Stat. 4096 (2008).

8 See supra para. 18.

12






Federal Communications Commission FCC 11-125

APPENDIX A
Final Rules

Part 54 of the Commission’s Rules and Regulations, Chapter 1 of Title 47 of the Code of Federal
Regulations, is amended as follows:

A. Subpart F- Universal Service Support for Schools and Libraries. The following sections
of Subpart F are revised as follows:

L Amend § 54.500 to read as follows:

Section 54.500 Terms and Definitions

& K k Kk ok

(c) Elementary school. An “‘elementary school” means an elementary school as defined in 20 U.S.C. §
7801(18), a non-profit institutional day or residential school, including a public elementary charter school,
that provides elementary education, as determined under state law.

* &k ok Kk ok

(k) Secondary school. A “‘secondary school” means a secondary school as defined in 20 U.S.C. §
7801(38), a non-profit institutional day or residential school, including a public secondary charter school,
that provides secondary education, as determined under state law except that the term does not include
any education beyond grade 12.

2. Amend § 54.501 to read as follows:

Section 54.501 Eligibility for services provided by telecommunications carriers.

* ok k k k

(a) Schools. (1) Only schools meeting the statutory definition of “elementary school” or “secondary
school” as defined in section 54.500(c) or (k) of these rules, and not excluded under paragraphs (a)(2) or
(a)(3) of this section shall be eligible for discounts on telecommunications and other supported services
under this subpart.

3. Amend § 54.503 to read as follows:

Section 54.503 Competitive bidding requirements.

Ak & k ok

(c)(2)(i) The schools meet the statutory definition of “elementary school” or “secondary school” as
defined in section 54.500(c) or (k) of these rules, do not operate as for-profit businesses, and do not have
endowments exceeding $50 million.

* %k k ok &

4. Amend § 54.504 to read as follows:

Section 54.504 Requests for services.

(a)(1)(i) The schools meet the statutory definition of “elementary school” or “secondary school” as

defined in 54.500(c) or (k) of these rules, do not operate as for-profit businesses, and do not have
14
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endowments exceeding $50 million.

¥ k ok ok K

5. Amend § 54.507 to read as follows:

Section 54.507 Cap.

(g)(1)(i) The Administrator shall first calculate the demand for services listed under the
telecommunications services, telecommunications, and Internet access categories on the eligible services
list for all discount levels, as determined by the schools and libraries discount matrix in § 54.505(c).
These services shall receive first priority for the available funding.

* % k k *

6. Amend § 54.520 to read as follows:

Section 54.520. Children’s Internet Protection Act certifications required from recipients of discounts
under the federal universal service support mechanism for schools and libraries.

* %k %k Kk ok

54.520(a)(1). School. For the purposes of the certification requirements of this rule, school means
school, school board, school district, local education agency or other authority responsible for
administration of a school.

# ok ok %k k

54.520(a)(4). Statutory definitions.

(1) The term “minor” means any individual who has not attained the age of 17 years.

(ii) The term “obscene” has the meaning given such term in 18 U.S.C. § 1460.

(iii) The term “child pornography” has the meaning given such term in 18 U.S.C. § 2256.

(iv) The term “harmful to minors” means any picture, image, graphic image file, or other visual depiction
that--

(A) taken as a whole and with respect to minors, appeals to a prurient interest in nudity, sex, or
excretion;

(B) depicts, describes, or represents, in a patently offensive way with respect to what is suitable
for minors, an actual or simulated sexual act or sexual contact, actual or simulated normal or
perverted sexual acts, or a lewd exhibition of the genitals; and

(C) taken as a whole, lacks serious literary, artistic, political, or scientific value as to minors.
(v) The terms “sexual act” and “sexual contact” have the meanings given such terms in 18 U.S.C. § 2246.
(vi) The term “technology protection measure” means a specific technology that blocks or filters Internet
access to the material covered by a certification under subparagraph (c) of this section.

* & %k k ok

(c)(1)(1). The Internet safety policy adopted and enforced pursuant to 47 U.S.C. 254(h) must include a

technology protection measure that protects against Internet access by both adults and minors to visual

depictions that are obscene, child pomography, or, with respect to use of the computers by minors,

harmful to minors. The school must enforce the operation of the technology protection measure during
15
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Fifty-seven companies claiming small business status won 440 licenses."”® A subsequent auction of MEA

and Economic Area (“EA™) licenses was held in the year 2001. Of the 15,514 licenses auctioned, 5,323
were sold."”” One hundred thirty-two companies claiming small business status purchased 3,724 licenses.
A third auction, consisting of 8,874 licenses in each of 175 EAs and 1,328 licenses in all but three of the
51 MEAs, was held in 2003. Seventy-seven bidders claiming small or very small business status won
2,093 licenses. '

14. Currently, there are approximately 74,000 Common Carrier Paging licenses. According
to the most recent Trends in Telephone Service, 281 carriers reported that they were engaged in the
provision of “paging and messaging” services.""' Of these, an estimated 279 have 1,500 or fewer
employees and two have more than 1,500 employees.'*> We estimate that the majority of common carrier
paging providers would qualify as small entities under the SBA definition.

185. Internet Service Providers. The 2007 Economic Census places these firms, whose
services might include voice over Internet protocol (VoIP), in either of two categories, depending on
whether the service is provided over the provider’s own telecommunications facilities (e.g., cable and
DSL ISPs), or over client-supplied telecommunications connections (e.g., dial-up ISPs). The former are
within the category of Wired Telecommunications Carriers,'*® which has an SBA small business size
standard of 1,500 or fewer employees.'** The latter are within the category of All Other
Telecommunications,'** which has a size standard of annual receipts of $25 million or less.'*® The most
current Census Bureau data for all such firms, however, are the 2002 data for the previous census
category called Internet Service Providers.'”” That category had a small business size standard of $21
million or less in annual receipts, which was revised in late 2005 to $23 million. The 2002 data show that
there were 2,529 such firms that operated for the entire year.'** Of those, 2,437 firms had annual receipts

18 See id.
139 See “Lower and Upper Paging Band Auction Closes,” Public Notice, 16 FCC Red 21821 (WTB 2002).

190 See “Lower and Upper Paging Bands Auction Closes,” Public Notice, 18 FCC Red 11154 (WTB 2003). The
current number of small or very small business entities that hold wireless licenses may differ significantly from the
number of such entities that won in spectrum auctions due to assignments and transfers of licenses in the secondary
market over time. In addition, some of the same small business entities may have won licenses in more than one
auction.

141 «“Trends in Telephone Service” at Table 5.3.
142 «“Trends in Telephone Service” at Table 5.3.

143 U.S. Census Bureau, 2007 NAICS Definitions, “517110 Wired Telecommunications Carriers”;
http://www.census.gov/naics/2007/def/ND517110. HTM#N517110.

144 13 C.F.R. § 121.201, NAICS code 517110 (updated for inflation in 2008).

145 U.S. Census Bureau, 2007 NAICS Definitions, “517919 All Other Telecommunications™;
http://www.census.gov/naics/2007/def/ND5179 19. HTM#N517919.

146 13 C.F.R. § 121.201, NAICS code 517919 (updated for inflation in 2008).

147 U 8. Census Bureau, “2002 NAICS Definitions: 518111 Internet Service Providers”;

http://www.census.gov/epcd/naics02/def/NDEF5 18. HTM.

¥ 1 S. Census Bureau, 2002 Economic Census, Subject Series: Information, “Establishment and Firm Size

(Including Legal Form of Organization),” Table 4, NAICS code 518111 (issued Nov. 2005).
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of under $10 million, and an additional 47 firms had receipts of between $10 million and $24, 999,999.'%
Consequently, we estimate that the majority of ISP firms are small entities.

16. Vendors of Internal Connections: Telephone Apparatus Manufacturing. The Census
Bureau defines this category as follows: “This industry comprises establishments primarily engaged in
manufacturing wire telephone and data communications equipment. These products may be standalone or
board-level components of a larger system. Examples of products made by these establishments are
central office switching equipment, cordless telephones (except cellular), PBX equipment, telephones,
telephone answering machines, LAN modems, multi-user modems, and other data communications
equipment, such as bridges, routers, and gateways.”"*" The SBA has developed a small business size
standard for Telephone Apparatus Manufacturing, which is: all such firms having 1,000 or fewer
employees.””' According to Census Bureau data for 2002, there were a total of 518 establishments in this
category that operated for the entire year."”> Of this total, 511 had employment of under 1,000, and an
additional seven had employment of 1,000 to 2,499‘”‘3 Thus, under this size standard, the majority of
firms can be considered small.

17. Vendors of Internal Connections: Radio and Television Broadcasting and Wireless
Communications Equipment Manufacturing. The Census Bureau defines this category as follows: “This
industry comprises establishments primarily engaged in manufacturing radio and television broadcast and
wireless communications equipment. Examples of products made by these establishments are:
transmitting and receiving antennas, cable television equipment, GPS equipment, pagers, cellular phones,
mobile communications equipment, and radio and television studio and broadcasting equipment.”m The
SBA has developed a small business size standard for firms in this category, which is: all such firms
having 750 or fewer employees.'”> According to Census Bureau data for 2002, there were a total of 1,041
establishments in this category that operated for the entire year.'*® Of this total, 1,010 had employment of

149" An additional 45 firms had receipts of $25 million or more.
150 U.S. Census Bureau, 2002 NAICS Definitions, “334210 Telephone Apparatus Manufacturing”;
http://www.census.gov/epcd/naics02/def/NDEF334 HTM#N3342.

5! 13 C.F.R. § 121.201, NAICS code 334210.
152 .8. Census Bureau, American FactFinder, 2002 Economic Census, Industry Series, Industry Statistics by
Employment Size, NAICS code 334210 (released May 26, 2005); http:/factfinder.census.gov. The number of
“establishments” is a less helpful indicator of small business prevalence in this context than would be the number of
“firms” or “companies,” because the latter take into account the concept of common ownership or control. Any
single physical location for an entity is an establishment, even though that location may be owned by a different
establishment. Thus, the numbers given may reflect inflated numbers of businesses in this category, including the
numbers of small businesses. In this category, the Census breaks-out data for firms or companies only to give the
total number of such entities for 2002, which was 450.

153 Jd. An additional 4 establishments had employment of 2,500 or more.

3% U.S. Census Bureau, 2007 NAICS Definitions, “334220 Radio and Television Broadcasting and Wireless
Communications Equipment Manufacturing”; http://www.census.gov/naics/2007/def/ND334220. HTM#N334220..

"% 13 CF.R. § 121.201, NAICS code 334220.
156 U.S. Census Bureau, American FactFinder, 2002 Economic Census, Industry Series, Industry Statistics by
Employment Size, NAICS code 334220 (released May 26, 2005); http://factfinder.census.gov. The number of
“establishments” is a less helpful indicator of small business prevalence in this context than would be the number of
“firms” or “companies,” because the latter take into account the concept of common ownership or control. Any
single physical location for an entity is an establishment, even though that location may be owned by a different
(continued....)
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