5.  Rural Health Care Support






PRIVATE 

The portion of the 1996 Telecommunications Act that covers universal service support for rural health care providers states that “[a] telecommunications carrier shall . . . provide telecommunications services . . . to any public or non-profit health care provider . . . at rates that are reasonably comparable to rates charged for similar services in urban areas in that state.”
  The Commission's universal service rules permit eligible health care providers
 to receive support for any telecommunications service.
  

In 2003, the FCC adopted an order that significantly changed the universal service support mechanism for rural health care providers starting in Funding Year 2004 (July 1, 2004 – June 30, 2005).  The Commission concluded that dedicated emergency departments of rural for-profit hospitals that participate in Medicare should be deemed “public” health care providers eligible to receive prorated rural heath care support.
  Further, the Commission expanded the Internet access for which rural health providers can receive support to any form of Internet access reasonably related to the health care needs of the facility.
  The Commission also created “safe harbor” categories that allow rural health care providers to compare the urban and rural rates for functionally similar services as viewed from the perspective of the end user.
  Also, rural health care providers can now compare rural rates to urban rates in any city with a population of at least 50,000 in the state, as opposed to the nearest city with a population of 50,000.
  The Commission’s Order also allows rural health care providers to receive discounts for satellite services even where alternative terrestrial-based services may be available.
 

USAC recently streamlined the application process for the Rural Health Care mechanism.  USAC combined the information from two forms onto one,
 allowed the new form to be filled out electronically, and, where possible, prefilled the form with that applicant’s information.
  The process is as follows.  To apply for funding, an eligible rural health care provider must first submit FCC Form 465 (description of services requested and certification form) to the Rural Health Care Division (RHCD).
  If the RHCD determines that the health care provider is eligible, it posts the Form 465 on its website.
  After 28 days from posting, the rural health care provider may contract with the most cost-effective bidder.  The health care provider then fills out FCC Form 466 (funding request and certification form), and submits it to the RHCD.  Upon receipt and approval of FCC Form 466, the RHCD sends a Funding Commitment Letter to the rural health care provider that notifies it of the preliminary approval of the request for support, and provides an estimate of the amount of support that can be expected. The rural health care provider must respond by submitting FCC Form 467 (receipt of service confirmation form) to verify that the service has begun.  RHCD then sends a Support Schedule to the carrier and the health care provider.  The carrier provides support to the rural health care provider, then invoices the RHCD for the support, and upon approval, USAC reimburses the carrier.   

By rule, the Commission established a $400 million per funding year cap for the rural health care mechanism.
  For more information on the Universal Service Program for Rural Health Care providers, visit the RHCD website.

USAC supplied the Commission with funding commitments and disbursements information as of June 14, 2004.  Table 5.1 summarizes funding disbursements for all funding years by service speed.  Tables 5.2 through 5.4 show details for Funding Years 2001 through 2003.  For details on the preceding funding years, see the previous editions of the Monitoring Report.
  
Funding Year 2001 began on July 1, 2001, and ran through June 30, 2002.  All activity for Funding Year 2001 is complete.
  Final figures show that $19.7 million was committed, and $18.6 million was disbursed. 
  
Funding Year 2002 began on July 1, 2002, and ran through June 30, 2003.  USAC reports that it received 2,779 Form 466/468 packets.
  Of those, 86 were denied, 103 were withdrawn by the applicant, and 6 were incomplete or require clarification.  As of June 14, 2004, $23.3 million had been committed, and $19.2 million had been disbursed. 

Funding Year 2003 began on July 1, 2003, and ran through June 30, 2004.  USAC reports that it received 2,515 Forms 465 and 1,523 Form 466 packets.  Of those 1,523 packets, 883 have been completely processed, 136 are awaiting supervisory approval, 134 are complete and ready to process, 37 have been withdrawn, 2 have been denied, and 331 are incomplete or require clarification.
  As of June 14, 2004, $15.3 million had been committed, and $2.1 million had been disbursed. 

Table 5.2 summarizes funding commitments and disbursements on a state-by-state basis for Funding Years 2001, 2002 and 2003.  Table 5.3 shows state-by-state disbursements by service speed for the same period.  In some instances, the service speed was not clearly identifiable, such as with frame relay service.  Where possible, the most likely speed for that service was chosen.  For example, Frame Relay theoretically could be provided at voice grade speeds, but the vast majority of it is provided at broadband speeds (200K to 1.49Mb), so Frame Relay was assumed to be broadband at that level.  
Table 5.4 shows, for Funding Years 2001 and 2002, on a state-by-state basis, disbursements from the Rural Health Care Support Mechanism, the population of the rural areas, and the disbursements per person in rural areas.  
�	47 U.S.C. § 254(h)(1)(A).


�	47 C.F.R. § 54.601.


� 	A 1.544 Mbps (T1) maximum bandwidth cap was employed in Funding Years 1 and 2. See Federal-State Joint Board on Universal Service,CC Docket No. 96-45, Report and Order, 12 FCC Rcd 8776, 8952-94 (1997).  The Commission removed the bandwidth cap for year three and beyond.  See Federal-State Joint Board on Universal Service, CC Docket Nos. 97-21 and 96-45, Sixth Order on Reconsideration in CC Docket No. 97-21, Fifteenth Order on Reconsideration in CC Docket No. 96-45, 14 FCC Rcd 18756 (1999) (Fifteenth Order on Reconsideration).





� 	See Rural Health Care Support Mechanism, WC Docket No. 02-60, Report and Order, Order on Reconsideration and Further Notice of Proposed Rulemaking, 18 FCC Rcd 24546 (2003) (Rural Health Care Order) at 13.





� 	See Rural Health Care Order at 22.





� 	See Rural Health Care Order at 33.





� 	See Rural Health Care Order at 37.





� 	See Rural Health Care Order at 44.





� 	FCC Forms 466 and 468 were combined into the new FCC form 466.





� 	See � HYPERLINK "http://www.rhc.universalservice.org/whatsnew/062003.asp#2" ��http://www.rhc.universalservice.org/whatsnew/062003.asp#2�





�  	The Rural Health Care Corporation merged into the Universal Service Administrative and became the Rural Health Care Division on January 1, 1999.  See Changes to the Board of Directors of the National Exchange Carrier Association, Inc., Federal-State Joint Board on Universal Service, CC Docket Nos. 97-21 and 96-45, Third Report and Order in CC Docket No. 97-21 and Fourth Order on Reconsideration in CC Docket No. 97-21 and Eighth Order on Reconsideration in CC Docket No. 96-45, 13 FCC Rcd 25058, 25064-65, para. 12 (1998).





� 	The forms may be viewed at 	<http://www.rhc.universalservice.org/telecomcarriers/searchpostings/default.asp>.





� 	47 C.F.R. § 54.623(a).





� 	See � HYPERLINK http://www.universalservice.org/rhc/rhcdesc.html> ��www.rhc.universalservice.org�.





� 	Universal Service Monitoring Report, CC Docket No. 98-202, November 6, 2001, October 9, 2002, and December 22, 2003.





� 	Universal Service Administrative Company, Federal Universal Service Support Mechanisms Fund Size Projections for the Third Quarter 2004, at 17.





� 	See Table 5.2.  





� 	Universal Service Administrative Company, Federal Universal Service Support Mechanisms Fund Size Projections for the Third Quarter 2004, at 18.





� 	See Table 5.2.  





� 	Universal Service Administrative Company, Federal Universal Service Support Mechanisms Fund Size Projections for the Third Quarter 2004, at 19.





� 	See Table 5.2.  
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