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.
  The length of a supported telecommunications service may not exceed the distance between the rural health care provider and the nearest large city.
  The Commission defined "nearest large city" as the city located in the eligible health care provider’s state with a population of at least 50,000 that is nearest to the health provider’s location.
  In addition, an eligible health care provider that cannot obtain toll-free Internet access is entitled to receive the lesser of $180 per month in toll charge credits per month, or the toll charges incurred for 30 hours per month, for telecommunications access to an Internet service provider.
 

In 1999, the FCC adopted two orders that significantly changed the universal service support program for rural health care providers starting in Funding Year 3 (July 1, 2000 – June 30, 2001).  The Fifteenth Order on Reconsideration
 1) removed the per-location funding limit; 2) ended the 1.544 Mbs of bandwidth restriction and authorized support for any commercially available telecommunications service regardless of bandwidth; 3) simplified the application process by allowing discounts to be based on actual long distance charges instead of basing them on a comparison of tariffed rates in urban and rural areas; and 4) affirmed the ability of rural health care providers to join consortia and allowed new members to be added to a consortium at any time after the rural health care provider applies for support.  The Fourteenth Order on Reconsideration eliminated the requirement that rural health care providers receive services from eligible telecommunications carriers.
  


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 service provider then fills out FCC Form 468 (verification of services to be provided), and submits it to the rural health care provider.  The rural health care provider must then complete FCC Form 466 (services ordered and certification form).  The rural health care provider must then submit both FCC forms to RHCD.  

Upon receipt and approval of FCC Forms 466 and 468, 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 RHCD for the support, and upon approval, RHCD instructs USAC to reimburse the carrier. 

Initially, the Commission established a $400 million per funding year cap for the rural health care mechanism.
  The Commission later determined that USAC could collect no more than $100 million for the first funding period.
  For the second funding period, the Commission established a $12 million funding cap.
  The third and future funding periods continue to be governed by the $400 million funding cap that the Commission initially established.  For more information on the Universal Service Program for Rural Health Care providers, visit the RHCD Website.

On April 18, 2002, the Commission issued a notice of proposed rulemaking seeking comment on several categories of issues.
  The notice seeks comments on 1) whether otherwise eligible entities that perform functions outside the statutory definition of “health care provider” should be eligible for discounts; 2) whether support should be provided for Internet access; and 3) whether to change the methodology for calculating service discounts.  The Notice also seeks comment on 1) how to streamline the application process; 2) how to allocate funds if demand exceeds the annual cap; 3) how to modify the current competitive bidding rules; 4) how to encourage partnerships with clinics at schools and libraries; and 5) how to improve the Commission’s measures to prevent waste, fraud, and abuse. 
Nearly $3.4 million was disbursed for the first funding period (January 1, 1998 through June 30, 1999).
  For details, see the previous edition of the Monitoring Report.
  For the second funding period, which ran from July 1, 1999 through June 30, 2000, USAC reports that it received 1,234 FCC Forms 465, and that it had committed $7.12 million.
  Not all of the rural health care providers used their entire commitments, however.  USAC estimates that $2.779 million of the $7.105 million will not be used, so disbursements for Funding Year 2 should not exceed $4.33 million.
  As of February 26, 2002, USAC had disbursed $4.30 million.
  

The third funding period began on July 1, 2000, and ran through June 30, 2001.
  The filing window for FCC Forms 465 opened on March 30, 2000, and closed on June 13, 2000.  Because the requests filed within the filing window totaled an amount that was less than the funding cap set by the Commission, USAC continued to receive and process requests for support for year 3 after the window closed.  As of December 31, 2001, 1,356 FCC Forms 466/468 packets had been received. 
 As of February 26, 2002, $10.8 million had been committed, and $5.7 million had been disbursed. 

USAC supplied the Commission with funding commitments and disbursements information as of February 26, 2002.
  These files are available at the FCC-State Link web site.
  These data form the basis for the commitments and disbursements summaries below.  

Table 5.1a and 5.1b summarize funding commitments and authorizations on a state-by-state basis.  Table 5.1a shows that, as of February 26, 2002, for Funding Year 2 (July 1, 1999 through June 30, 2000) $7.12 million was committed, and $4.3 million was disbursed.  Table 5.1b shows that, as of February 26, 2002, for Funding Year 3 (July 1, 2000 through June 30, 2001) $10.76 million had been committed, and $5.67 million had been disbursed.  


The Commission now has data that allows it to publish the service speeds that rural health care providers are acquiring with Rural Health Care discounts.  Tables 5.2a through 5.2c show service speed information for the first three funding periods. 


Table 5.3 shows, for the second and third funding periods, the estimated contributions towards the rural health care support mechanism, the total amount of funding disbursements, the funding disbursements per person in rural counties, and the net dollar flow for each state. 

�	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).





�	47 C.F.R. § 54.601(c).


�	47 C.F.R. § 54.605(c).


�	47 C.F.R. § 54.621.


� 	Fifteenth Order on Reconsideration, 14 FCC Rcd 18756.





� 	Federal-State Board on Universal Service, CC Docket No. 96-45, Fourteenth Order on Reconsideration, 14 FCC Rcd 20106 (1999).





�  	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 <� HYPERLINK "http://www.rhc.universalservice.org " ��www.rhc.universalservice.org �>.





� 	47 C.F.R. § 54.623(a).





� 	Federal-State Board on Universal Service, CC Docket No. 96-45, Fifth Order on Reconsideration and Fourth Report and Order in CC Docket 96-45, 13 FCC Rcd 14915 (1998).





� 	Federal-State Board on Universal Service, CC Docket No. 96-45, Twelfth Order on Reconsideration in CC Docket 96-45, FCC 99-121 (rel. May 28, 1999).  





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





� 	See Rural Health Care Support Mechanism, WC Docket No. 02-60, Notice of Proposed   Rulemaking, 17 FCC Rcd 806 (2002).





� 	Universal Service Administrative Company, Federal Universal Service Programs Fund Size Projections and Contributions Base for the Third Quarter, 2000, at 23.





� 	Universal Service Monitoring Report, CC Docket No. 98-202, October 2001.





� 	See � HYPERLINK http://www.rhc.universalservice.org ��www.rhc.universalservice.org� .





� 	Universal Service Administrative Company Federal Universal Service Support Mechanisms Fund Size Projections for the Fourth Quarter 2001 at 17. USAC reported that as of June 30, 2001, of the 1,243 Forms 465 that had been filed, 1,097 were posted, 20 were incomplete, 25 were denied due to ineligibility, and 92 were withdrawn.





� 	See Table 5.1a.  





� 	See � HYPERLINK http://www.rhc.universalservice.org ��www.rhc.universalservice.org� .





� 	Universal Service Administrative Company, Federal Universal Service Support Mechanisms Fund Size Projections for the Second Quarter 2002, at 18.





� 	See Table 5.1b.  





� 	Funding authorizations are the step before payment is actually made.





� 	Funding commitments and authorizations for disbursements for Funding Years 1 and 2 are available in the file RHCSum2002.zip.  The file is located under the “National Exchange Carrier Association Data” link at www.fcc.gov/wcb/stats.






5 - 1

