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On September 29, 2014, Federal Communications Commission (FCC) Chairman Tom Wheeler outlined his 
expectations and identified his top priority for the second phase of the Universal Service Fund (USF) E-rate 
Modernization process in a speech at the 2014 Educational Technology Summit. According to Chairman 
Wheeler, “the heart and soul of any further modernization must be closing the rural fiber gap.”   

As detailed in Connected Nation’s August 4th Policy Brief, the FCC released an E-rate Modernization Order 
on July 23, 2014, marking the most significant reform to the E-rate program since its inception in 1997. 
This E-rate modernization process commenced in 2013 following President Obama’s announcement of the 
ConnectED initiative that aims to accelerate deployment of education technology across the nation. 
Modernization of E-rate is a key component in this strategy. The FCC’s July 2014 E-rate Modernization 
Order refocused toward broadband capacity and provided immediate, substantial support for on-campus 
wireless networks within schools and libraries.  

In implementing those changes in July, the FCC also sought comment on other outstanding policy concerns 
regarding the E-rate program. Chairman Wheeler’s speech outlined his priorities for that process, in which 
he focused on the “Rural Fiber Gap” that many schools and libraries in rural areas experience. This focus on 
the availability and affordability of fiber connections to rural schools and libraries as well as the overall size 
of the E-rate fund, could be regarded as “E-Rate Modernization, 2.2.” 

 

“E-rate Modernization, 2.2” 

The Further Notice of Proposed Rulemaking addresses, among other issues, two remaining policy 
challenges: first, the overall size of the E-rate fund, currently capped at $2.4 billion annually; and, second, 
how the E-rate program can better ensure support for broadband access to schools and libraries that 
currently lack access to fiber networks. 

In his September 29th speech, Chairman Wheeler focused on this latter point in his reference to the “rural 
fiber gap.” According to Chairman Wheeler, “75% of rural public schools today are unable to achieve the 
high-speed connectivity goals we have set . . . [t]he FCC estimates that 40% of schools in rural areas lack 
access to fiber networks.  And of those that could access fiber, only about a third do so, principally because 
of high costs.”  

To address this challenge under E-rate, the Chairman called for reconsideration of program rules “to 
provide better incentives for build-out in areas with high upfront costs.” While under current rules, E-rate 
covers the costs of special construction charges to pay for new infrastructure, “there may be ways to adjust 
those rules that make it more likely that school districts and libraries will receive bids to build in areas 
where they currently have no high-speed options,” he stated. It appears, therefore, that the Chairman 
envisions E-rate reform to facilitate support for network expansion to schools and libraries that are 
currently underserved. A means test or demonstration of need due to lack of access may, therefore, be a 
prerequisite to qualify for these funds. 

http://www.fcc.gov/document/fcc-chairman-tom-wheeler-remarks-second-ed-tech-summit
http://www.connectednation.org/sites/default/files/bb_pp/cn_brief_e-rate_modernization_order.pdf
http://transition.fcc.gov/Daily_Releases/Daily_Business/2014/db0723/FCC-14-99A1.pdf
http://www.whitehouse.gov/issues/education/k-12/connected
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While not discussing the increase of the E-rate cap, a position advocated by multiple 
stakeholders in the education technology space, the Chairman acknowledged that 
such expansion would further constrain the already over-subscribed program and 
reinforced the need to reconsider the overall size of the program.  

 

Chairman Wheeler hinted at two partial solutions to ameliorate the financial constraints of E-rate. First, the 
Chairman discussed establishing rules that will incentivize states to make additional funds available and 
ensure smart purchasing practices by schools to lead to lower overall costs. Second, the Chairman stated 
that “closing the rural school and library connectivity gap need not be limited to the E-rate program.” 
Specifically, he called for the USF Connect America Fund (CAF) program to serve a role and suggested that 
“the success of [CAF] should also be judged by how it solves the rural fiber gap for rural schools and 
libraries.”     
 
The recently-created CAF program aims to support broadband infrastructure in rural and  
remote areas of the country. The largest of the USF programs, the CAF is currently capped at $1.8 billion 
per year, but will eventually grow to at least $4.5 billion annually. Under current rules, the program is to 
provide subsidies to incentivize build-out and network expansion that can deliver at least 4 Mbps 
download and 1 Mbps upload speeds to residential and business locations in underserved areas. In his 
speech, Chairman Wheeler indicated that he is contemplating a reevaluation of the CAF program rules to 
ensure fiber access to schools and libraries, and possibly other community anchor institutions, thus 
complementing the proposed E-rate goal of closing the “rural fiber gap.” Such a proposal would require a 
fundamental re-structuring of the Connect America Fund.  
 

USAC and FCC Moving Full Steam Ahead with the Implementation of the July E-rate 
Modernization Order 

On the same day that Chairman Wheeler offered his vision for “E-rate 2.2,” the Universal Service 
Administrative Company (USAC), along with FCC staff, conducted the first of eight planned E-rate training 
sessions targeting E-rate applicants and providers. This one-day seminar covered multiple aspects of the 
July reform including program compliance, competitive bidding, new discount calculations, applicant 
budgets for Category 2 services, and eligible services under the new rules. During the session, USAC also 
demonstrated a prototype for the new Form 471 portal to support applicants through the revised 
application process. 

All presentations conducted by USAC can be found at 
http://www.usac.org/about/tools/TrainingArchive/trainingDetails.aspx?eid=222. Video highlights of the 
seminar will be available online in the near future. 

For information on additional E-rate training sessions planned by USAC, see 
http://www.usac.org/about/tools/TrainingArchive/SeriesDetails.aspx?ID=150  

---------------------------- 

 

For more information about the E-rate modernization process, please contact Connected Nation at 
policy@connectednation.org.  
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