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Summary of Rural Health Care Support Mechanism Beneficiary Audit Reports Released: October 2022 
 

Entity Name 
Number of 
Findings Significant Findings  

Amount of 
Support 

Monetary 
Effect* 

USAC 
Management 

Recovery 
Action** 

Commitment 
Adjustment 

Entity 
Disagreement 

Hot Spot 
Broadband, Inc. 
Attachment A 

2 • Service Provider’s 
Urban Rates Were 
Not Properly 
Determined.  The 
Service Provider’s 
urban rates were 
based on services 
that were not 
functionally 
similar. 

$446,833 $89,255 $83,561 $0 Y 

Navajo 
Communications  
Attachment B 

2 • No significant 
findings. 

$254,193 $24,373 $24,373 $0 Y 

Presbyterian 
Healthcare Services  
Attachment C 

0 • Not applicable. $1,433,151 $0 $0 $0 N/A 

Peoples 
Communications, 
Inc. 
Attachment D 

3 Competitive Bidding 
Process Was Not Fair 
and Open: The 
Beneficiary had a 
conflict of interest and, 
therefore, did not 
conduct a fair and open 

$3,394,320 $4,011,915 $3,394,320 $3,394,320 Y 
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Entity Name 
Number of 
Findings Significant Findings  

Amount of 
Support 

Monetary 
Effect* 

USAC 
Management 

Recovery 
Action** 

Commitment 
Adjustment 

Entity 
Disagreement 

competitive bidding 
process when seeking 
services.  

Peninsula Fiber 
Network  
Attachment E 
 

0 • Not applicable. $203,619 $0 $0 $0 N/A 

Total 7  $5,732,116  $4,125,543  $3,502,254  $3,394,320  

 

* The Monetary Effect amount represents the actual dollar effect of the finding(s) without taking into account any overlapping exceptions 
that exist in multiple findings. Thus, the total Monetary Effect may exceed the Amount of Support disbursed to the Beneficiary. 

**The Monetary Effect amount may exceed the USAC Management Recovery Action and/or Commitment Adjustment, as there may be 
findings that may not warrant a recommended recovery or commitment adjustment or had overlapping exceptions that exist in multiple 
findings. 
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EXECUTIVE SUMMARY 
 
January 6, 2022 
 
Garry Gomes, Chief Executive Officer 
Hot Spot Broadband, Inc. 
8975 Double Diamond Parkway, Suite A9 
Reno, NV 89521-4824 
 
Dear Mr. Gomes: 
  
The Universal Service Administrative Company (USAC or Administrator) Audit and Assurance Division (AAD) 
audited the compliance of Hot Spot Broadband, Inc. (Service Provider), Service Provider Identification 
Number (SPIN) 143048277, using the regulations and orders governing the federal Universal Service Rural 
Health Care Support Mechanism, set forth in 47 C.F.R. Part 54, as well as other program requirements 
(collectively, the FCC Rules). Compliance with the FCC Rules is the responsibility of the Service Provider’s 
management.  AAD’s responsibility is to make a determination regarding the Service Provider’s compliance 
with the FCC Rules based on the performance audit. 
 
AAD conducted the audit in accordance with Generally Accepted Government Auditing Standards (GAGAS) 
issued by the Comptroller General of the United States (2018 Revision, as amended).  Those standards require 
that AAD plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis 
for its findings and conclusions based on the audit objectives.  The audit included examining, on a test basis, 
evidence supporting the competitive bidding process undertaken to select the Service Provider, the type and 
amount of services provided, as well as performing other procedures AAD considered necessary to make a 
determination regarding the Service Provider’s compliance with the FCC Rules.  The evidence obtained 
provides a reasonable basis for AAD’s findings and conclusions based on the audit objectives.   
 
Based on the test work performed, our audit disclosed two detailed audit findings (Findings) discussed in the 
Audit Results and Recovery Action section.   For the purpose of this report, a Finding is a condition that shows 
evidence of non-compliance with the FCC Rules that were in effect during the audit period. 
 
Certain information may have been omitted from this report concerning communications with USAC 
management or other officials and/or details about internal operating processes or investigations.  This report 
is intended solely for the use of USAC, the Service Provider, and the Federal Communications Commission 
(FCC) and should not be used by those who have not agreed to the procedures and taken responsibility for the 
sufficiency of those procedures for their purposes.  This report is not confidential and may be released to a 
requesting third party.  
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 We appreciate the cooperation and assistance extended by you and your staff during the audit.  
 
Sincerely, 
 
 
 
Jeanette Santana-Gonzalez 
USAC Senior Director, Audit and Assurance Division 
 
cc:  Radha Sekar, USAC Chief Executive Officer 
        Mark Sweeney, USAC Vice President, Rural Health Care Division 
        Teleshia Delmar, USAC Vice President, Audit and Assurance Division  
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 Audit Results And Recovery Action 
 

Audit Results 
Monetary Effect 

(A) 

Overlapping 
Recovery1 

(B) 

Recommended 
Recovery 

(A) - (B) 
Finding #1: 47 C.F.R. § 
54.605(a),(b) (2016) – Service 
Provider’s Urban Rates were not 
Properly Determined  
The Service Provider’s urban rates 
were based on services that were 
not functionally similar. 

$80,097 $0 $80,097 

Finding #2: 47 C.F.R. 54.607(b) 
(2016) – Service Provider’s Rural 
Rate Method Did Not Comply 
With FCC Rules  
The rural rate listed in the FCC 
Form 466 did not agree to the 
supporting documents provided 
by the Service Provider. 

$9,158 $5,604 $3,554 

Total Net Monetary Effect $89,255 $5,604 $83,651 

 
  

                                                                 

1 If a finding is subsequently withdrawn on appeal, any overlapping recovery for that finding will be recommended for 
recovery for the remaining findings. 
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 USAC MANAGEMENT RESPONSE 
  
USAC management concurs with the audit results and will seek recovery of the Rural Health Care program 
support amount consistent with the FCC Rules.  See the chart below for USAC management’s recovery action 
by FRN.  
   

 

FRN Finding #1 Finding #2 Total 

1725006  $5,604.00  $5,604.00 

1725009   $6,660.00  $6,660.00 

1725011   $6,696.00  $6,696.00 

1725028  $5,634.00  $5,634.00 

1725001  $2,537.00  $2,537.00 

1725004  $2,626.00  $2,626.00 

1725008   $6,636.00  $6,636.00 

1725015   $6,660.00  $6,660.00 

1725017  $6,660.00  $6,660.00 

1725019   $5,634.00  $5,634.00 

1725021  $6,228.00  $6,228.00 

1725024   $6,210.00  $6,210.00 

1725027   $6,228.00  $6,228.00 

1725032   $6,084.00  $6,084.00 

1725006    $3,554.00 $3,554.00 

USAC Recovery Action $80,097 $3,554.00 $83,651 
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 PURPOSE, SCOPE, BACKGROUND AND PROCEDURES 
 
PURPOSE 
The purpose of the audit was to determine whether the Service Provider complied with the FCC Rules.   
 
SCOPE 
The following chart summarizes the Rural Health Care Telecommunications program support amounts 
committed and disbursed to the Service Provider for Funding Year 2017 (audit period):     
 

Service Type Amount 
Committed 

Amount 
Disbursed 

Multiprotocol Label Switching (MPLS) $446,833 $446,833 
 
Note: The amounts committed and disbursed reflect funding year activity as of the date of the 
commencement of the audit. 
 
The committed total represents 15 FCC Form 466 applications with 15 Funding Request Numbers (FRNs).  AAD 
selected five FRNs,2 which represents $188,673 of the funds committed and $188,673 of the funds disbursed 
during the audit period, to perform the procedures enumerated below with respect to the Funding Year 2017 
applications submitted by the selected Beneficiaries.  
 
BACKGROUND 
The Service Provider provides telecommunications services to its health care provider customers and its 
headquarters are located in Reno, Nevada. 
 
PROCEDURES 
AAD performed the following procedures: 
 
A. Eligibility Process  

AAD obtained an understanding of the Service Provider’s processes and internal controls governing its 
participation in the Rural Health Care (RHC) program.  Specifically, AAD conducted inquiries of the Service 
Provider and the selected Beneficiaries and examined documentation to obtain an understanding of the 
controls that exist to determine whether services were eligible, delivered, and installed in accordance 
with the FCC Rules.  AAD conducted inquiries and examined documentation to determine whether the 
Service Provider assisted with the completion of each selected Beneficiary’s FCC Form 465.   
 

B. Competitive Bid Process  
AAD conducted inquiries of the Beneficiaries to determine that no bids were received for the requested 
services.  AAD examined evidence that the Beneficiaries waited the required 28 days from the date the FCC 
Form 465 was posted on USAC’s website before signing contracts with the selected Service Provider or 
properly retaining services with the incumbent Service Provider under an existing contract.  If a contract 
was executed for the funding year under audit, AAD reviewed the Service Provider’s contract to determine 

                                                                 

2 The FRNs included in the scope of this audit were: 1725006, 1725009, 1725011, 17250113, and 1725028.  
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 whether it was properly executed.  AAD evaluated the services requested and purchased to determine 
whether the Beneficiary selected the most cost-effective option.  
 

C. Rural and Urban Rates  
AAD conducted inquiries and examined the Service Provider’s contract(s), service agreement(s), service 
quote(s), tariff(s), and/or other documentation to determine whether the Service Provider’s rural rate was 
established in accordance with the FCC Rules. AAD also conducted inquiries and examined 
documentation to substantiate the urban rate listed in the FCC Form(s) 466.  
 

D. Invoicing Process 
AAD examined invoices for which payment was disbursed by USAC to determine whether the services 
identified on the service provider invoices submitted to USAC and the corresponding service provider bills 
submitted to the Beneficiaries were consistent with the terms and specifications of the Service Provider’s 
agreements.  AAD examined documentation to determine whether each Beneficiary paid its non-
discounted share in a timely manner.  
 

E. Billing Process 
AAD examined the Service Provider bills for the RHC program supported services to determine whether 
the services identified were consistent with the terms and specifications of the Service Provider’s 
contracts, or other service agreements, and eligible in accordance with the FCC Rules.  In addition, AAD 
examined documentation to determine whether the Service Provider billed the selected Beneficiaries for 
the rural rate and only collected payment for the selected Beneficiaries’ equivalent of the urban rate for 
the eligible services purchased with universal service discounts.  
 

F. Health Care Provider Location 
AAD determined through inquiry and inspection of documentation whether the services were provided 
and were functional.  AAD also determined through inquiry and inspection of documentation whether the 
supported services were used for purposes reasonably related to the provision of health care services and 
in accordance with the FCC Rules. 
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 DETAILED AUDIT FINDINGS 
 

Finding #1: 47 C.F.R. § 54.605(a),(b) - Service Provider’s Urban Rates Were Not Properly 
Determined  

 
CONDITION 
AAD obtained and examined documentation provided by the Service Provider to determine whether the 
urban rates in the Beneficiaries’ (Saint Marks Medical Center and Yoakum Community Hospital) FCC Forms 
466 were established in accordance with FCC Rules for FRNs 1725006, 1725009, 1725011, 1725013 and 
1725028.  FCC Rules state that the urban rate “shall be a rate no higher than the highest tariffed or publicly-
available rate charged to a commercial customer for a functionally similar service….”3  In its FCC Forms 466, 
the Beneficiaries requested Multiprotocol Label Switching (MPLS) 100 Mbps for FRNs 1725006, 1725009, 
1725011, 1725028 and MPLS 1000 Mbps for FRN 1725013 and listed $70, and $300, plus taxes and fees, as the 
urban rate, respectively, for the two services.  The Beneficiaries’ urban rates, based on documentation 
provided by the Service Provider, were supported by advertised rates on the Internet for Google Fiber for Small 
Business.  After examination of this documentation, AAD determined the urban rates noted in Block 6 of the 
relevant FCC Forms 466 for the FRNs noted above were not properly determined as the rates were based on 
services that were not functionally similar. 
 
Services are considered “functionally similar” for the purposes of calculating support in the Telecom Program 
“as viewed from the perspective of the end user.”4 Functional similarity is assessed based on the advertised 
speeds and the nature of the services, including whether they are symmetrical or asymmetrical.5   For 
example, a service that does not include encrypted VPN is not functionally similar to a service that does 
include encrypted VPN. 
 
The advertised Google Fiber rates are for basic Internet access for small businesses.  Using an address in 
Austin, Texas, the Service Provider identified advertised rates of $70 and $250 for Fiber Business 100 and Fiber 
Business 1000, respectively.  As described by the Service Provider, “[t]hese services would have been 
functionally similar to the services provided[,] [but] [i]t would require [the Beneficiaries] to utilize Encrypted 
VPN’s but unfortunately they [Encrypted VPN’s] are still not available in [the HCPs’] area.”6  Without the 
Encrypted VPN or equivalent, Google Fiber Internet is ubiquitous and not capable of providing the private 
connections and secure network that are provided by MPLS services and, therefore, is not a functionally 
similar service.  Based on examination of Funding Year 2017 commitments, AAD determined that similar urban 

                                                                 

3 See 47 C.F.R. §§ 54.605(a); 54.605(b) (2016). 
4 See Rural Health Care Mechanism, WC Docket No. 02-60, Report and Order, Order on Reconsideration, and Further 
Notice of Proposed Rulemaking, 18 FCC Rcd 24546, 24563, para. 33 (2003).  
5 Id., para. 34 (2003). 
6 See email from Bradley Thompson, Network Engineer, Sky Fiber Internet, to AAD received May 13, 2019. 
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 rates were also used for FRNs 1725001, 1725004, 1725008, 1725015, 1725017, 1725019, 1725021, 1725024, 
1725027, and 1725032.7  
 
To determine whether the urban rates in the FCC Forms 466 could be substantiated, AAD performed 
alternative procedures by examining USAC’s Open Data Platform,8 which is a publicly available platform.  AAD 
located similar services provided to E-Rate applicants in urban areas within the same state by other 
telecommunications carriers.  AAD compared the urban rates identified on the FCC Forms 466 to the lowest 
publicly available rates charged to urban E-Rate applicants, as follows: 
 

FRN 

Urban Rate Per 
FCC Form 466, 

Including 
Taxes and Fees 

(A) 

Lowest 
Supported 
Urban Rate 

Per Open Data 
(B) 

Difference 
(C = B – A) 

Months of 
Service 

(D) 

Monetary 
Impact 

(E = C * D) 
1725006 $77 $632 $555 10.09677 $5,604 
1725009 $77 $632 $555 12.00000 $6,660 
1725011 $74 $632 $558 12.00000 $6,696 
1725013 $314 $1,050 $736 9.63333 $7,090 
1725028 $74 $632 $558 10.09677 $5,634 
1725001 $74 $302 $228 11.12903 $2,537 
1725004 $74 $310 $236 11.12903 $2,626 
1725008 $79 $632 $553 12.00000 $6,636 
1725015 $77 $632 $555 12.00000 $6,660 
1725017 $77 $632 $555 12.00000 $6,660 
1725019 $74 $632 $558 10.09677 $5,634 
1725021 $74 $632 $558 11.16129 $6,228 
1725024 $74 $632 $558 11.12903 $6,210 
1725027 $74 $632 $558 11.16129 $6,228 
1725032 $74 $632 $558 10.90323 $6,084 

Total $87,187 
 
Because the urban rates identified on the FCC Forms 466 were based on services that were not functionally 
similar, AAD concludes that the identified urban rates were not determined in accordance with FCC Rules.  As 
a result, the RHC program was over-invoiced for the difference between the identified urban rate and the 
urban rate supported by tariffed or publicly available rates charged to commercial customers for functionally 
similar services delivered in an urban area in the same state as the Beneficiaries.    
 
CAUSE 
The Beneficiaries did not report and the Service Provider did not calculate the urban rates based on the FCC 
Rules, and failed to demonstrate sufficient knowledge of FCC Rules governing the substantiation of urban 
rates.  The Beneficiaries and Service Provider did not perform adequate research of the FCC Rules prior to 
submitting its FCC Forms 466.  
 

                                                                 

7 All FRNs apply to the Beneficiaries except for FRNs 1725001 and 1725004, which apply to Jellico Community Hospital 
and Jellico Community Hospital – Careplus Center, respectively. 
8 See https://opendata.usac.org/E-rate/E-rate-Recipient-Details-And-Commitments/avi8-svp9/data. 
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 EFFECT 
The monetary effect for this finding is $87,187.  This amount represents the amount disbursed by the RHC 
program for the difference between the urban rate identified by the Beneficiaries on the FCC Forms 466 and 
the lowest supported publicly available urban rates for functionally similar services for the following FRNs: 
 

FRNs  Monetary Effect 
1725006 $5,604 
1725009 $6,660 
1725011 $6,696 
1725013 $7,090 
1725028 $5,634 
1725001 $2,537 
1725004 $2,626 
1725008 $6,636 
1725015 $6,660 
1725017 $6,660 
1725019 $5,634 
1725021 $6,228 
1725024 $6,210 
1725027 $6,228 
1725032 $6,084 

Grand Total $87,187 
 
RECOMMENDATION 
AAD recommends that USAC management seek recovery of the amount identified in the Effect section above  
from the Service Provider.   
 
The Beneficiaries and Service Provider must familiarize themselves with FCC Rules and ensure that urban 
rates are determined based on tariffed or publicly available rates for functionally similar services.  The 
Beneficiaries and Service Provider may visit USAC’s website at https://www.usac.org/rural-health-
care/telecommunications-program/step-4-submit-funding-requests/ to learn more about determining urban 
rates and at https://www.usac.org/rural-health-care/learn/ to become familiar with the training and outreach 
available from the RHC program. 
 
SERVICE PROVIDER RESPONSE 

First, contrary to AAD’s finding, the urban rates submitted with the FCC Forms 466 were for a 
functionally similar service and therefore complied with the FCC’s rules. Sky Fiber’s earlier 
communication with AAD, quoted in the finding, may have led to confusion on this point. In its earlier 
communication, Sky Fiber was merely noting that the applicants themselves would not be able use 
the Google Fiber Business services because the encrypted VPN that Google’s services require is not 
available in the applicant’s area. But that was just a side note. Whether or not the applicants 
themselves could use Google’s Fiber Business services has no bearing on whether those services are 
functionally similar to the services Sky Fiber provided the applicants.  
 
Under the FCC’s standard, the Google Fiber Business 100 and Fiber Business 1000 services the 
applicants used for their urban rates are functionally similar to the 100 Mbps and 1000 Mbps (1 Gbps) 
MLPS services Sky Fiber provided. The Commission has found that services should be evaluated as 
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 “functionally similar” when viewed from the end user’s perspective.9  Specifically, the FCC has stated 
that it considers bandwidth and symmetry when determining functional similarity.10 Sky Fiber and 
Google’s services have the same bandwidth and symmetry. The Google urban rates that the applicant 
submitted are thus acceptable urban rates under the FCC’s rules. 
 
Sky Fiber hopes this information clears up the confusion and establishes that the Google urban rates 
were indeed for functionally similar services. 
 
Second, even if the Google Fiber Business urban rates were not for functionally similar services, the 
replacement urban rates AAD identified in USAC’s Open Data Platform are not “the lowest publicly 
available rates charged to urban E-rate applicants.” Looking at the same database, we easily 
identified rates for each bandwidth that are significantly lower than those AAD used.11 The E-rate 
Database includes the following urban rates for 100 Mbps service: 
 

FRN Service Provider City Monthly Rate, 100 Mbps 
1699116702  Southwestern Bell Telephone Co.  Houston $85.54 
1699123756  Comcast Business Communications  Houston $174.90 
1699050064  Time Warner Cable Business LLC  Dallas $260.46 

 
The E-rate Database includes the following urban rates for 1000 Mbps (1 Gbps) service: 
 

FRN Service Provider City Monthly Rate, 1000 
Mbps/1 Gbps 

1699137930 Southwestern Bell Telephone Co. San Antonio $202.20 
1699113583 AT&T Corp. San Antonio $274.15 
1699113583 AT&T Corp. San Antonio $290.79 
1699109650 Frontier Southwest Inc. Dallas $302.61 

 
Accordingly, Sky Fiber asks that if USAC refuses to accept the urban rates the applicants originally 
submitted with the FCC Forms 466, it use the urban rates provided with this response instead of those 
identified in its finding. Again, these rates are publicly available urban rates being charged to E-rate 
customers in Texas, taken from USAC’s Open Platform Database, and therefore satisfy the standard in 
the FCC’s rules at the time that the urban rate “shall be a rate no higher than the highest tariffed or 
publicly-available rate charged to a commercial customer for a functionally similar service in any city 
with a population of 50,000 or more in that state.”12  And they are much lower than the urban rates 
AAD identified as the lowest available urban rates in that database. 

                                                                 

9 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, para 33 (2003). (2003 RHC Order).   
10 Id. para. 34.   
11 The standard of “functionally similar” does not mean that the exact type of product has to be used in the comparison; 
only the bandwidth and symmetry need to be the same.   
12 47 C.F.R. § 54.605(a) (2016).   
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Sky Fiber also notes that in its finding, AAD used different replacement urban rates for 100 Mbps 
service for different FRNs: $632 for most of the FRNs, and $302 and $310 for two of the FRNs. It is not 
clear to us why some of the urban rates AAD used are different when the bandwidth is the same. But if 
AAD still finds fault with the urban rates originally provided, or finds fault with the replacement rates 
identified above, it should use the lowest urban rate it has found ($302) for all of the 100 Mbps FRNs. 
Under the rules in effect in FY 2017, a rate for a functionally similar service charged to customers in an 
urban area in a state can be used as the urban rate anywhere in the state.13 Thus there is no reason—
geographical or otherwise—to use an urban rate that is more than twice as high as the lowest rate AAD 
has identified. (And, as noted above, we have identified urban rates in Texas that are lower than the 
lowest rate AAD used for 100 Mbps service.) 
 
Finally, urban rates are the responsibility of the applicant, not the service provider, even if the service 
provider offers an urban rate to the applicant for its possible use. It is the applicant’s responsibility to 
provide an appropriate urban rate with its funding requests. Applicants are free to identify urban rates 
from any source they want to. Unless the applicant provides the application to the service provider, 
there is no way for the service provider to even know what urban rate the applicant selected. Because 
the applicant is the entity in a position to prevent the rule violation, violations should be collected 
from the applicant, not from the service provider.14 Sky Fiber therefore respectfully argues that if there 
were an urban rate violation—which, as we have explained, there was not—then FCC precedent 
requires USAC to seek recovery from the applicant, not from SkyFiber. 

 
AAD RESPONSE  
The Service Provider asserts that Google Fiber is functionally similar, viewed from the end-user perspective, to 
the MPLS services the Service Provider provided based on bandwidth and symmetry. According to the Service 
Provider, the MPLS service is a hybrid of Carrier Ethernet and traditional Private IP services,15 both of which 
are categorized as a business data service (BDS).16 “BDS tends to cost substantially more than ‘best efforts’ 
services and are offered to businesses, non-profits, and government institutions that need to support mission 
critical applications and have greater demands for symmetrical bandwidth, increased reliability, security, and 
service to more than one location.” 17 The MPLS service delivered to the Beneficiaries is a BDS while Google 
Fiber, used as the basis for the urban rates, is a best effort broadband Internet access service (BIAS).18 From 
the end-user’s perspective, whether or not the Service Provider uses Ethernet over IP with Google Fiber 
Internet does not change the type of service delivered to the end-user. In the Ethernet over IP, Google Fiber is 

                                                                 

13 Id. para. 37.   
14 Federal-State Joint Board on Universal Service, Changes to the Board of Directors for the National Exchange Carrier 
Association, Inc., Schools and Libraries Universal Service Support Mechanism, CC Docket Nos. 96-45, 97-21 and 02-6, Order 
on Reconsideration and Fourth Report and Order, FCC 04-181, para. 15 (rel. July 30, 2004). 
15 Conference call with Bradley Thompson, Network Engineer, Hot Spot Broadband, dated Oct. 13, 2021. 
16 See https://www.fcc.gov/general/special-access-data-collection-overview-0. 
17 Id. 
18 See Accessibility of User Interfaces, and Video Programming Guides and Menus, MB Docket No. 12-108, Memorandum 
Opinion and Order, DA 19-916, para. 3 (rel. Sept 16, 2019). 
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 functioning as a discreet element of the overall BDS. The rates must be based on comparing end-to-end 
service provided to customers,19 and not discreet elements of the service.20 While the Service Provider claims 
Google Fiber presents the same bandwidth and is symmetric, Google Fiber is a BIAS, and is not an eligible 
service under the RHC Telecommunciations Program.  Also, as stated in the condition, without the Encrypted 
VPN or equivalent, Google Fiber Internet is ubiquitous and not capable of providing the private connections 
and secure network that are provided by MPLS services and, therefore, is not a functionally similar service 
 
The Service Provider stated it was able to identify urban rates that were lower than those used in AAD’s 
calculation by using USAC’s Open Data Platform. Specifically, the Service Provider quoted three FRN rates for 
the 100 Mbps bandwidth and three FRN rates for the 1000 Mbps bandwidth. AAD reviewed the Service 
Provider’s quoted rates within USAC’s Open Data Platform, and determined the following: 

• For the three FRNs quoted for 100 Mbps (FRNs 1699116702, 1699123756, and 1699050064), the 
product types were Cable Modem and Ethernet, while the product type under audit was MPLS.  
Therefore, the quoted services are not functionally equivalent to the audited service.  

• For the three FRNs quoted for 1000 Mbps, FRN 1699109650 showed an Ethernet product type, while 
the remaining FRNs (FRNs 1699137930 and 1699113583) were MPLS.  Therefore, the quoted services 
are not functionally equivalent to the audited service. 

Comparing the lowest rate provided for MPLS (FRN 1699137930), AAD determined that the urban rate charged 
by the Service Provider for the 1000 Mpbs service for FRN 1725013 was acceptable. Thus, AAD updated the 
monetary impact calculation to exclude the portion applicable to FRN 1725013. 

 
The Service Provider further stated that AAD “should use the lowest urban rate it has found ($302) for all of the 
100 Mbps FRNs.” Two FRNs, 1725001 and 1725004, were charged a different replacement rate than the 
majority because the healthcare providers, Jellico Community Hospital (HCP no. 27406) and Jellico 
Community Hospital-Careplus Center (HCP no. 32444), respectively, were not located in Texas. AAD pulled 
rates from USAC’s Open Data Platform for FRN 1725001 within Tennessee and FRN 1725004 within Kentucky. 
Thus, AAD’s rates applicable to FRNs 1725001 and 1725004 remain. 
 
Finally, the Service Provider states “[u]rban rates are the responsibility of the applicant, not the service 
provider.” While it is the applicant’s responsibility to state an urban rate within its funding request, the 
applicant is to obtain documentation to support the rate. Per one of the two Beneficiaries, the urban rates 
provided upon submission of the funding requests were provided by the Service Provider.21 Because the 
Service Provider provided the Beneficiaries with the urban rate for the requested service, it is appropriate to 

                                                                 

19 See The Wireline Competition Bureau Provides Guidance Regarding the Commission’s Rules for Determining Rural Rates 
in the Rural Health Care Telecommunications Program, WC Docket No. 02-60, DA 19-92 (rel. Feb 15, 2019). “A ‘rate’ for the 
purposes of calculating Telecom Program support is ‘the entire cost or charge of a service, end-to-end, to the customer. 
. . [and] not rates for particular facilities or elements of a service.’” 
20 See Report and Order, WC Docket No. 96-45, FCC 97-157, para. 675 (rel. May 8, 1997) “…not rates for particular facilities 
or elements of a service.” 
21 Email from Whittney Walker, Director, Telecom Funding Programs, Yoakum Community Hospital, to USAC PQA, dated 
May 9, 2019, regarding RHC-2018-04-Case-054 for FRN 1725028. Whittney Walker is also affiliated with the other 
Beneficiary, Saint Marks Medical Center. 
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 hold the Service Provider responsible for deficiencies in the support provided to demonstrate that its urban 
rate complies with program rules.22  In addition, the Service Provider is more likely than the Beneficiary to 
have the industry knowledge, proprietary information, and technical expertise necessary to provide 
information and/or documentation to support the urban rate, and is therefore “in a better position to prevent 
the statutory or rule violation.”23  Finally, although the Service Provider’s position as the source of the urban 
rate may allow it to manipulate or misrepresent the urban rate in order to increase the commitment amount, 
the potential for recovery against the Service Provider may discourage it from engaging in such fraudulent 
practices.24Thus, AAD will continue to seek recovery from the Service Provider. 
 
Based on the information above for FRN 1725013, the revised monetary effect for this FRN is $0, and the total 
revised monetary effect for this finding is $80,097. See Revised Effect and Recommendation sections below. 
 
REVISED EFFECT 
The monetary effect for this finding is $80,097.  This amount represents the amount disbursed by the RHC 
program for the difference between the urban rate identified by the Beneficiaries on the FCC Forms 466 and 
the lowest supported publicly available urban rates for functionally similar services for the following FRNs: 
 

                                                                 

22 See Updated Frequently Asked Questions on Universal Service for Rural Health Care Providers, 12 FCC Rcd. 13429, 13432-
33 (1997) (“Health care providers need not calculate urban rates because the calculations done by the 
telecommunications carrier and the universal service administrator.”). 
23 See Schools and Libraries Fourth Report and Order, 19 FCC Rcd at 15257, FCC 04-181, para. 15 (rel. July 30, 2004). 
24 See, e.g., Network Services NAL, 31 FCC Rcd at 12284-85, para. 144 (2016) (proposing recovery against service provider 
that submitted documents to USAC and applicants with apparently forged and false urban rates in order to increase its 
universal service support payments.); see also Comprehensive Review of the Universal Service Fund Management, 
Administration, and Oversight Federal-State Join Board on Universal Service, et al., WC Docket Nos. 05-195 et al., Report 
and Order, 22 FCC Rcd 16372, 16385 (2007)  (“[T]he danger of waste, fraud, and abuse by service providers is as great as 
the danger of such conduct by rural health care providers.”). 
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 FRNs  Monetary Effect 
1725006 $5,604 
1725009 $6,660 
1725011 $6,696 
1725028 $5,634 
1725001 $2,537 
1725004 $2,626 
1725008 $6,636 
1725015 $6,660 
1725017 $6,660 
1725019 $5,634 
1725021 $6,228 
1725024 $6,210 
1725027 $6,228 
1725032 $6,084 

Grand Total $80,097 
 
REVISED RECOMMENDATION 
AAD recommends that USAC management seek recovery of $80,097 from the Service Provider less any funds 
that may have already been returned to USAC related to the condition of this finding.25 
 
 

Finding #2: 47 C.F.R. 54.607(b) – Service Provider’s Rural Rate Method Did Not Comply with 
FCC Rules 

 
CONDITION 
AAD conducted inquiries and obtained and examined documentation, including the FCC Form 466, tariffs and 
pricing guides, to determine whether the Service Provider established its rural rate in accordance with FCC 
Rules for FRN 1725006.  In its FCC Form 466, the Beneficiary (Saint Marks Medical Center) requested Rural 
Health Care (RHC) Telecommunications Program support for “MPLS 100 Mbps” and identified a rural rate of 
$4,620, excluding taxes.  To support its rural rate, the Service Provider provided AAD with copies of local tariffs 
and pricing guides.  However, the average price of the tariffed rates and pricing guides did not match the rural 
rate in the FCC Form 466.  The Service Provider did not provide any other documentation demonstrating its 
rates were established using another method, including submitting its rates to the state commission or to the 
FCC for approval. 
 
The Service Provider informed AAD that “[i]n rare cases, the price we come to is over the average of the 
publicly available rates [and] [i]n these cases, the bid was still submitted but Sky Fiber Internet was not able 

                                                                 

25 AAD is aware of a current PQA appeal regarding FRN 1725028, appeal letter addressed to RHCP from Jeffrey Mitchell, 
Counsel for Community Hospital Corporation, Management Company to Yoakum Community Hospital (HCP no. 14035) 
(rec. Jan. 28, 2022).  
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 to identify any alternative carriers to complete the project.”26  In addition, the Service Provider stated that 
“[i]n this case the only available carrier was FiberLight [and] [c]ost for services were much higher than other 
carriers.”27  The Service Provider further stated that “we could not use any common transport, meaning we 
would need to order both sides of the link and add the additional charges for cross connect [and] [s]ince that 
service is the only service, we have with FiberLight, it cannot be shared amongst any other service.”28 
 
The FCC Rules state that “[i]f the telecommunications carrier serving the health care provider is not providing 
any identical or similar services in the rural area, then the rural rate shall be the average of the tariffed and 
other publicly available rates, not including any rates reduced by universal service programs, charged for the 
same or similar services in that rural area over the same distance as the eligible service by other carriers” 
(Method 2).29 Moreover,  “[i]f there are no tariffed or publicly available rates for such services in that rural area, 
or if the carrier reasonably determines that this method for calculating the rural rate is unfair, then the carrier 
shall submit for the state commission’s approval, for intrastate rates, or the Commission’s approval, for 
interstate rates, a cost-based rate for the provision of the service in the most economically efficient, 
reasonably available manner” (Method 3).30  Thus, when the Service Provider determined that its rate was 
higher than the average of the tariffed and other publicly available rates and that if calculating the rural rate 
by averaging tariffed and publicly available rates using Method 2 was unfair, it should have submitted its rates 
to the state commission or to the FCC for approval. 
 
The average of the tariff and pricing guide rates for 100 Mbps service resulted in a rural rate of $3,713, which 
was calculated as follows:  
 

Public Source 

Port 
Charge 

(A) 

Access 
Charge 

(B) 

MPLS 
Transport 

Charge 
(C) 

Managed 
Router 

(D) 

Cost Recovery 
Fee 

(E = (A + B + C 
+ D) * 12%) 

Total Rate 
(A + B + C + 
D + E = F) 

AT&T Business Service 
Guide31 N/A N/A N/A N/A N/A $2,74832 

Level 3 Pricing Guide33 $2,540 $862 $439 $336 $502 $4,679 

Total (F / 2) $3,713 
 
The rural rate of $4,620 in the FCC Form 466 is $907 more than the calculated rural rate based on the average 
of the tariffed and other publicly available rates.  Therefore, by not requesting $3,713 in conformity with 
Method 2, nor submitting its cost-based rates to the state commission or the FCC for approval, AAD concludes 
that the Service Provider’s method for establishing its rural rate was not in compliance with FCC Rules.  As a 
result, the RHC program was over-invoiced and over-disbursed support in the amount of $9,158, as follows. 

                                                                 

26 See Service Provider’s response to audit inquiries received Oct. 13, 2020. 
27 Id. 
28 Id. 
29 See 47 C.F.R. § 54.607(b) (2016).  
30 Id. 
31 See AT&T Business Service Guide, AT&T Bandwidth Services, P-4.2.5.9. Rate Table ACS-SETH-IOC3, as 200 (Jul. 20, 2012). 
32 The AT&T Business Service Guide specifies flat rates by geographic zones. This rate is applicable to Zone 9, representing 
locations in California and Texas. 
33 See DIR Contract No. DIR-TEX-AN-NG-CTSA-006, Pricing With DIR Cost Recovery Fee (CRF), Attachment C-1 Pricing. 
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CAUSE 
The Service Provider did not calculate its rural rates based on the established methods in the FCC Rules, and 
failed to demonstrate sufficient knowledge of FCC Rules governing the determination of its rural rates.  The 
Service Provider did not perform appropriate research of the FCC Rules and did not utiliize the resources 
available on USAC’s website to gain the appropriate understanding on establishing its rural rates when it 
believes tariffed and other publicly available rates are not compensatory for its cost-based rates.  
 
EFFECT 
The monetary effect for this finding is $9,158 with overlapping recovery of $5,604 from Finding #1.  This 
amount represents the total amount of RHC program funds disbursed for the difference between the rural 
rate in the FCC Form 466 and the calculated rural rate using the average rate based on Method 2 of the FCC 
Rules. 
 
RECOMMENDATION 
AAD recommends that USAC management seek recovery of $9,158 from the Service Provider to the extent 
funds are not already recovered as a result of other findings included in this audit report.  
 
The Service Provider must familiarize itself with the FCC Rules requiring the determination of rural rates to 
ensure either (1) its rural rate is the average of the rates it actually charges to commercial customers, other 
than HCPs, for identical or similar services in the rural area where the HCP is located; (2) if the Service Provider 
is not providing identical or similar services, the Service Provider must ensure its rural rate is the average of 
the tariffed and other publicly available rates charged for the same or similar services over the same distance 
by other carriers; or (3) if there are no tariffed or publicly available rates for such services in that rural area or if 
the Service Provider reasonably determines the rate is unfair, the Service Provider must submit its cost-based 
rates to the state commission (for intrastate rates) or to the FCC (for interstate rates) for approval.34  The 
Service Provider can learn more about the rural rates on USAC’s website at https://www.usac.org/wp-
content/uploads/rural-health-care/documents/handouts/TelecomRuralUrbanRateInfo-1.pdf and trainings 
offered by USAC at https://www.usac.org/rural-health-care/learn/. 
 
SERVICE PROVIDER RESPONSE 

Sky Fiber appreciates AAD’s effort to identify a replacement rural rate for this FRN using Method 2. 
However, we believe that the rate AAD used from the AT&T Business Service Guide is not 
representative of the rates that the applicants could have obtained in their rural area, and therefore is 
not a comparable rate that should be used to determine the rural rate. Where AT&T does not have 
facilities in place, as is often the case in rural areas, it charges special construction costs that greatly 
increase the overall costs. The rule cited by AAD below indicates that the rate must actually be 

                                                                 

34 See 47 C.F.R. §§ 54.607(a); 54.607(b). 

FRN 
Number 

Rural Rate 
Difference 

(A) 

Service 
Months 

(B) 

Monetary 
Effect 

(A * B = C) 
1725006 $907 10.09677 $9,158 
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 charged and the service should be provided over the same distance as the service at issue. There is no 
evidence that AT&T’s rate is actually being charged and it is likely being provided mostly in the urban 
and suburban areas served by AT&T. 
 
We believe that USAC’s Open Data Platform contains more appropriate comparisons for Sky Fiber’s 
100 Mbps Ethernet service. For example, in the RHC Database, Sky Fiber found a rate of $11,442.54 
charged by Windstream Communications, LLC. Also, in the RHC Database, Sky Fiber identified rates 
charged by FiberLight, LLC. It is Sky Fiber’s understanding that FiberLight is the only other equivalent 
provider in this geographic area, so that rate is the best comparison for Method 2 purposes. There 
were four rates charged by FiberLight and approved in the RHC program, which would indicate that 
they were acceptable by USAC. The average of those four rates is $5,289.38 per month. 
 

FRN Service Provider City Monthly Rate, 100 Mbps 

1689011 Windstream 
Communications, LLC Fairfield $11,442.5435 

17200971 FiberLight, LLC 
Muleshoe, Eldorado, 
Van Horn, Wellington $5,289.3836 

 
When the FiberLight and Windstream rates are averaged with the Level 3 rates, the average monthly 
rate for 100 Mbps is $7,136.97. We submit that the Windstream, FiberLight and Level 3 rates are 
comparable to the Sky Fiber rates because they are actually being charged in rural areas, and, in the 
case of FiberLight, the healthcare provider could have actually obtained service from that provider. As 
you can see, FiberLight’s 100 Mbps rates were, on average, comparable to Sky Fiber’s rates, even 
though Sky Fiber’s $4,620 rate was lower.  
 
Even adding the AT&T tariffed rate to those three other carriers, the average of the four rates is 
$6,039.73 per month – still significantly higher than the Sky Fiber rate of $4,620. 
 
Attachment A: 

 
 

                                                                 

35 See Attachment A. We took the gross total demand and divided by 12 months of service to calculate the monthly 
recurring charges.   
36 See Attachment B. We took the gross total demand and divided by 12 months of service to calculate the monthly 
recurring charges. This rate represents the average of FiberLight’s four FRNs in the RHC program.   
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 Attachment B: 

 
 
AAD RESPONSE 
The Service Provider disagrees with the inclusion of AT&T’s pricing within AAD’s calculation of the rural rates 
for Method 2 based on three points: (1) potential inclusion of special construction costs, (2) rate may not be 
actually charged, and (3) possible inclusion of urban locations.   However, it was the Service Provider itself 
that provided this tariff information to AAD in support of their rural rates. 37 Further, the Service Provider 
provided no additional documentation demonstrating the validity of its claims.  
 
In addition, the Service Provider identified rural rates that it claimed were more appropriate comparisons 
than those used within AAD’s calculation. The Service Provider quoted four FRN rates from FiberLight, LLC 
using USAC’s Open Data Platform. However, the rates applicable to FiberLight, LLC were specific to the RHC 
Healthcare Connect Fund and were for Dedicated Internet Access (DIA). DIA is an ineligible service for the RHC 
Telecommunications Program. The Service Provider quoted one additional FRN rate using USAC’s Open Data 
Platform specific to Windstream Communications, LLC (Windstream).  Despite the Windstream rate being 
used for a similar service, MPLS,  the address of the participating HCP used as support for this rate is 
approximately three times the distance away from the audited HCP address, approximately 160 miles, and 
therefore not relevant to the audited service area. 
 
Therefore, for the reasons stated above, AAD’s position on this finding remains unchanged. 
  

                                                                 

37 Service Provider provided tariff documentation to AAD on Aug. 7, 2020. See Service Provider’s response to audit 
inquiries received Oct. 15, 2020, which detailed the Service Provider’s calculation and specified pages being used from 
each tariff provided. 
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CRITERIA 
 

Finding Criteria Description 
#1 47 C.F.R. § 54.605(a) 

(2016). 
If a rural health care provider requests support for an eligible service 
to be funded from the Telecommunications Program that is to be 
provided over a distance that is less than or equal to the ‘‘standard 
urban distance,’’ as defined in paragraph (c) of this section, for the 
state in which it is located, the ‘‘urban rate’’ for that service shall be a 
rate no higher than the highest tariffed or publicly-available rate 
charged to a commercial customer for a functionally similar service in 
any city with a population of 50,000 or more in that state, calculated 
as if it were provided between two points within the city. 

#1 47 C.F.R. § 54.605(b) 
(2016). 

If a rural health care provider requests an eligible service to be 
provided over a distance that is greater than the ‘‘standard urban 
distance,’’ as defined in paragraph (c) of this section, for the state in 
which it is located, the urban rate for that service shall be a rate no 
higher than the highest tariffed or publicly-available rate charged to a 
commercial customer for a functionally similar service provided over 
the standard urban distance in any city with a population of 50,000 or 
more in that state, calculated as if the service were provided between 
two points within the city. 

#1 Rural Healthcare 
Mechanism, WC 
Docket No. 02-60, 
Report and Order, 
Order on 
Reconsideration and 
Further Notice of 
Proposed 
Rulemaking, 18 FCC 
Rcd 24546, 24563, 
para. 33 (2003). 

33. We alter our current policy to 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. We agree with 
commenters that our current policy of comparing technically similar 
services does not take into account that certain telecommunications 
services offered in urban areas are not always available in rural 
areas.38 In particular, new technologies are often first deployed in 
urban areas, and such services may be less expensive than services in 
rural areas based on older technologies. This modification to our rules 
will better effectuate the mandate of Congress to ensure comparable 
services for rural areas, as provided in section 254 of the Act, by 
allowing rural health care providers to benefit from obtaining 
telecommunications services at rates equivalent to those in urban 
areas.39 Eligible health care providers must purchase 
telecommunications services and compare their service to a 
functionally equivalent telecommunications service in order to 
receive this discount. 

#1 Rural Healthcare 
Mechanism, WC 

34. Accordingly, we create “safe harbor” categories of functionally 
equivalent services based on the advertised speed and nature of the 

                                                                 

38 See Illinois Center for Rural Health Comments at 2; Kansas DHE Comments at 2; NM Health Resources 
Comments at 2; NOSORH Comments at 2; Tri-County Memorial Hosp. Comments at 2; Washington Rural 
Comments at 3. 
39 See 47 U.S.C. § 254. 
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 Finding Criteria Description 
Docket No. 02-60, 
Report and Order, 
Order on 
Reconsideration and 
Further Notice of 
Proposed 
Rulemaking, 18 FCC 
Rcd 24546, 24563, 
para. 34 (2003). 

service. For purposes of the rural health care support mechanism 
only, we establish the following advertised speed categories as 
functionally equivalent: low – 144-256 kbps; medium – 257-768 kbps; 
high – 769-1400 kbps (1.4 mbps); T1 – 1.41-8 mbps;40 T-3 – 8.1-50 
mbps. We will also consider whether a service is symmetrical or 
asymmetrical when determining functional equivalencies. 
Telecommunications services will be considered functionally similar 
when operated at advertised speeds within the same category (low, 
medium, high, T-1, or T-3) and when the nature of the service is the 
same (symmetrical or asymmetrical). For example, a symmetrical 
fractional T-1 service operating at an advertised speed of 144 kbps 
would be considered functionally similar to a symmetrical DSL 
transmission service with an advertised speed of 256 kbps.41 By 
developing “safe harbor” categories of functionally equivalent speeds, 
we hope to minimize the disparity in rates of services available in rural 
and urban areas in an administratively easy fashion. We will update 
these categories, as needed, to reflect technological developments. 

#1 Federal-State Joint 
Board on Universal 
Service, Changes to 
the Board of Directors 
for the National 
Exchange Carrier 
Association, Inc., 
Schools and Libraries 
Universal Service 
Support Mechanism, 
CC Docket Nos. 96-45, 
97-21 and 02-6, Order 
on Reconsideration 
and Fourth Report 
and Order, FCC 04-
181, para. 15 (rel. July 
30, 2004). 

15. We direct USAC to make the determination, in the first instance, to 
whom recovery should be directed in individual cases. In determining 
to which party recovery should be directed, USAC shall consider which 
party was in a better position to prevent the statutory or rule 
violation, and which party committed the act or omission that forms 
the basis for the statutory or rule violation. For instance, the school or 
library is likely to be the entity that commits an act or omission that 
violates our competitive bidding requirements, our requirement to 
have necessary resources to make use of the supported services, the 
obligation to calculate properly the discount rate, and the obligation 
to pay the appropriate nondiscounted share. On the other hand, the 
service provider is likely to be the entity that fails to deliver supported 
services within the relevant funding year, fails to properly bill for 
supported services, or delivers services that were not approved for 
funding under the governing FCC Form 471. We recognize that in some 
instances, both the beneficiary and the service provider may share 
responsibility for a statutory or rule violation. In such situations, USAC 
may initiate recovery action against both parties, and shall pursue 
such claims until the amount is satisfied by one of the parties. 

                                                                 

40 For purposes of categorizing functionally similar services, E-1 service is equivalent to US T-1 service. 
41 [The FCC] specifically refer[s] to rates for a DSL transmission service, and not to rates for a DSL-based Internet access 
service. The Commission has not determined whether DSL-based Internet access is an information service, or 
telecommunications service. See generally Wireline Broadband Internet Access NPRM. We also decline, at this time, to 
consider, for purposes of making a comparison of functionally similar services, cable modem services to be a 
telecommunications service, pending the issuance of a non-appealable final judicial decision concluding that it 
constitutes a telecommunications service. See generally Brand X Internet Services v. FCC, No. 02-70518, FCC No. FCC-Act 
2-77, 2003 WL 22283874 (9th Cir. 2003) (Brand X v. FCC). 
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 Finding Criteria Description 
Pursuant to section 54.719(c) of the Commission’s rules, any person 
aggrieved by the action taken by a division of the Administrator may 
seek review from the Commission.42 

#1 https://www.fcc.gov/g
eneral/special-access-
data-collection-
overview-0 

Business data services (BDS), formerly known as special access 
services, are high-capacity connections provided over dedicated 
facilities and used by businesses, schools, hospitals and a wide range 
of other institutions to transmit voice and data traffic.  BDS includes 
more traditional Time Division Multiplexing (TDM) services, such as 
DS1s and DS3s, as well as generally higher-capacity IP-based services, 
such as Ethernet.   

#1 Report and Order, WC 
Docket No. 96-45, FCC 
97-157, para. 675 (rel. 
May 8, 1997) 

675. Such an interpretation is consistent with the language and 
purpose of section 254(h)(1)(A). As discussed above, section 
254(h)(1)(A) refers to "rates for services provided to health care 
providers" and "rates for similar services provided to other 
customers,"43 not rates for particular facilities or elements of a service. 
As the record indicates, many, if not most, base rates for 
telecommunications services are averaged across a state or study 
area.44 It is often distance-based charges, not differences between 
base rates for service elements, that create great disparities in the 
overall cost of telecommunications services between urban and rural 
areas.45 Indeed, distance-based charges are often a serious 
impediment to rural health care providers' use of telemedicine.46 If, as 
several LECs contend, a rural rate is "reasonably comparable" to an 
urban rate provided that per-mile charges are the same for rural and 
urban areas,47 section 254(h)(1)(A) could do little to reduce the 
disparity between rural and urban rates. Given that Congress 
emphasized the importance of making telecommunications services 
affordable for rural health care providers,48 it seems unlikely that 
Congress intended to adopt such a restrictive definition of "rate."49 
Accordingly, we will support distance-based charges incurred by rural 
health care providers, consistent with the limitations described 
herein. 

#1 The Wireline 
Competition Bureau 
Provides Guidance 
Regarding the 

Definition of “Rate” (Method 1 and 2): A “rate” for the purposes of 
calculating Telecom Program support is “the entire cost or charge of a 
service, end-to-end, to the customer . . . [and] not rates for particular 
facilities or elements of a service.”50 Accordingly, any rate used to 

                                                                 

42 47 C.F.R. § 54.719.  The standard of review such an appeal is de novo.  47 C.F.R. § 54.723.   
43 47 U.S.C. § 254(h)(1)(A) (emphasis added). 
44 See e.g., MCI comments at 18; PacTel comments at 14; USTA comments at 40. 
45 See e.g., American Telemedicine comments at 5. 
46 See American Telemedicine comments at 5; Nebraska Hospitals comments at 2; NTIA comments at 2. 
47 See, e.g., Ameritech comments at 25-27; PacTel comments at 3-56; AirTouch reply comments at 33; Ameritech reply 
comments at 8; GCI reply comments at 14; PacTel reply comments at 30; SBC reply comments at 24-27 
48 Joint Explanatory Statement at 131-32. 
49 We note that the Senate sponsors of the Snowe-Rockefeller-Exon-Kerrey Amendment to the 1996 Act assert that the 
Act prohibits "the use of distance in determining transmission rates." See Senate Jan. 9 ex parte. 
50 See Universal Service First Report and Order, 12 FCC Rcd at 9128, paras. 674-75. 
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 Finding Criteria Description 
Commission’s Rules 
for Determining Rural 
Rates in the Rural 
Health Care 
Telecommunications 
Program, WC Docket 
No. 02-60, DA 19-92, 
para. 7 (rel. Feb 15, 
2019). 

determine a rural rate using Method 1 or 2 must be the rate actually 
charged to the customer, regardless of any term or volume discounts 
the customer may be receiving, for the entire service and must appear 
on an invoice, contract, or other acceptable form of documentation as 
the entire charge for a complete end-to-end service provided by a 
service provider. USAC cannot accept a purported rate derived by, for 
example, piecing together different service provider charges for 
different service components (e.g., transport, local loop) that are not 
sold to a commercial customer as an end-to-end service. 

#1 Accessibility of User 
Interfaces, and Video 
Programming Guides 
and Menus, MB Docket 
No. 12-108, 
Memorandum 
Opinion and Order, 
DA 19-916, para. 3 (rel. 
Sept 16, 2019). 

Google Fiber is a high-speed broadband Internet and television 
provider that utilizes fiber optic cables and fixed wireless 
deployments to deliver gigabit internet speeds to residential and 
business customers in various U.S. metro areas. Google Fiber claims 
that it is partially unable to comply with the Commission’s accessible 
user interfaces requirements for its navigation devices. Currently, 
Google Fiber makes available to its subscribers an in-home streaming 
service through its “Fiber TV” app available for iOS and Android 
devices, which permits subscribers to perform many set-top box 
functions using their mobile device as a remote control and uses the 
native and third-party accessibility features of the mobile device (e.g., 
screen readers) for navigation device accessibility. Google Fiber 
explains that its current solution provides audible accessibility for 
consumers who are blind or visually impaired for most of the required 
video programming functions, but it seeks a waiver with respect to 
four functions for which it does not provide audible accessibility: 
Activating video description (for certain programming) (i.e., 
“configuration—video description control”); Adjusting the 
presentation and display of closed captioning (i.e., “configuration—CC 
options”); Display of current configuration options (i.e., “display 
configuration info”); and Activating set-top box configuration options 
(i.e., “configuration—setup”). 

#2 47 C.F.R. § 54.607(a) 
(2016). 

The rural rate shall be the average of the rates actually being charged 
to commercial customers, other than health care providers, for 
identical or similar services provided by the telecommunications 
carrier providing the service in the rural area in which the health care 
provider is located. The rates included in this average shall be for 
services provided over the same distance as the eligible service. The 
rates averaged to calculate the rural rate must not include any rates 
reduced by universal service support mechanisms. The ‘‘rural rate’’ 
shall be used as described in this subpart to determine the credit or 
reimbursement due to a telecommunications carrier that provides 
eligible telecommunications services to eligible health care providers. 

#2 47 C.F.R. § 54.607(b) 
(2016). 

If the telecommunications carrier serving the health care provider is 
not providing any identical or similar services in the rural area, then 
the rural rate shall be the average of the tariffed and other publicly 
available rates, not including any rates reduced by universal service 
programs, charged for the same or similar services in that rural area 
over the same distance as the eligible service by other carriers.  If 
there are no tariffed or publicly available rates for such services in that 
rural area, or if the carrier reasonably determines that this method for 
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 Finding Criteria Description 
calculating the rural rate is unfair, then the carrier shall submit for the 
state commission’s approval, for intrastate rates, or the Commission’s 
approval, for interstate rates, a cost-based rate for the provision of the 
service in the most economically efficient, reasonably available 
manner.  

 
 

**This concludes the report.** 
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EXECUTIVE SUMMARY 
 
December 16, 2021 
 
Jessica Matushek, Director 
Navajo Communications Company, Inc. 
100 CTE Drive 
Dallas, PA 18612 
 
Dear Ms. Matushek: 
 
The Universal Service Administrative Company (USAC or Administrator) Audit and Assurance Division (AAD) 
audited the compliance of Navajo Communications Company, Inc. (Service Provider), Service Provider 
Identification Number (SPIN) 143002480, using the regulations and orders governing the federal Universal 
Service Rural Health Care Support Mechanism, set forth in 47 C.F.R. Part 54, as well as other program 
requirements (collectively, the FCC Rules). Compliance with the FCC Rules is the responsibility of the Service 
Provider’s management.  AAD’s responsibility is to make a determination regarding the Service Provider’s 
compliance with the FCC Rules based on the limited review performance audit.  
 
AAD conducted the audit in accordance with Generally Accepted Government Auditing Standards (GAGAS) 
issued by the Comptroller General of the United States (2018 Revision, as amended).  Those standards require 
that AAD plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis 
for its findings and conclusions based on the audit objectives.  The audit included examining, on a test basis, 
evidence supporting the competitive bidding process undertaken to select the Service Provider, the type and 
amount of services provided, as well as performing other procedures AAD considered necessary to make a 
determination regarding the Service Provider’s compliance with the FCC Rules.  The evidence obtained 
provides a reasonable basis for AAD’s findings and conclusions based on the audit objectives.   
 
Based on the test work performed, our audit disclosed two detailed audit findings (Findings) discussed in the 
Audit Results and Recovery Action section.   For the purpose of this report, a Finding is a condition that shows 
evidence of non-compliance with the Rules that were in effect during the audit period. 
 
Certain information may have been omitted from this report concerning communications with USAC 
management or other officials and/or details about internal operating processes or investigations.  This report 
is intended solely for the use of USAC, the Service Provider, and the Federal Communications Commission 
(FCC) and should not be used by those who have not agreed to the procedures and taken responsibility for the 
sufficiency of those procedures for their purposes.  This report is not confidential and may be released to a 
requesting third party.  
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We appreciate the cooperation and assistance extended by you and your staff during the audit.  
 
Sincerely, 
 
 
 
Jeanette Santana-Gonzalez 
USAC Senior Director, Audit and Assurance Division 
 
cc:  Radha Sekar, USAC Chief Executive Officer 
        Mark Sweeney, USAC Vice President, Rural Health Care Division 
        Teleshia Delmar, USAC Vice President, Audit and Assurance Division  
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Audit Results and Recovery Action 
 

Audit Results Monetary Effect 
Recommended 

Recovery 
Finding #1: 47 C.F.R. § 54.602(d) (2016) – Services for 
which the Beneficiary Received RHC 
Telecommunications Program Support Not Used for the 
Provision of Health Care:   The telecommunications 
service for which support was requested was terminated 
prior to the start of the funding year. 

$21,553 $21,553 

Finding #2: 47 47 C.F.R. § 54.607(a) (2016) – Service 
Provider Did Not Calculate Its Rural Rate in Accordance 
with the FCC Rules:  The rural rate listed in the FCC Form 
466 did not agree to the supporting rural rate calculation.  

$2,820 $2,820 

Total Net Monetary Effect $24,373 $24,373 
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USAC MANAGEMENT RESPONSE 
  
USAC management concurs with the audit results and will seek recovery of the Rural Healthcare program 
support amount consistent with the FCC Rules.  In addition, USAC management will conduct outreach to the 
Navajo Communications Company, Inc. to address the areas of deficiency that are identified below in the audit 
report.  See the chart below for USAC management’s recovery action by FRN.  
   
 

 

 Finding #1 Finding #2 Total 

FRN 1692545 $8,857 $0 $8,857 

FRN 1718743 $12,696 $0 $12,696 

FRN 1718992 $0 $2,820 $2,820 

USAC Recovery Action $21,553 $2,820 $24,373 
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PURPOSE, SCOPE, BACKGROUND AND PROCEDURES 
 
PURPOSE 
The purpose of the audit was to determine whether the Service Provider complied with the FCC Rules.   
 
SCOPE 
The following chart summarizes the Rural Health Care Telecommunications program support amounts 
committed and disbursed to the Service Provider for Funding Year 2017 (audit period):     
 

Service Type Amount 
Committed 

Amount 
Disbursed 

Telecommunications $254,193 $254,193 
 
Note: The amounts committed and disbursed reflect funding year activity as of the commencement of the 
audit.  
 
The committed total represents 31 FCC Forms 466 applications with 31 Funding Request Numbers (FRNs).  
AAD selected seven FRNs,1 which represent $87,871 of the funds committed and $87,871 of the funds 
disbursed during the audit period, to perform the procedures enumerated below with respect to the Funding 
Year 2017 applications submitted by the selected Beneficiaries.  
 
BACKGROUND 
The Service Provider provides telecommunications services to its health care provider customers and its 
headquarters are located in Dallas, PA.  
 
PROCEDURES 
AAD performed the following procedures: 
 
A. Eligibility Process  

AAD obtained an understanding of the Service Provider’s processes and internal controls governing its 
participation in the Rural Health Care (RHC) program.  Specifically, AAD conducted inquiries of the Service 
Provider and the selected Beneficiaries and examined documentation to obtain an understanding of the 
controls that exist to determine whether services were eligible, delivered, and installed in accordance 
with the FCC Rules.  AAD conducted inquiries and examined documentation to determine whether the 
Service Provider assisted with the completion of each selected Beneficiary’s FCC Form 465.  
 

B. Competitive Bid Process  
AAD examined documentation to determine whether all bids for the services received were properly 
evaluated.  AAD conducted inquiries and examined documentation to determine whether the 
Beneficiaries selected the most cost-effective method.  AAD examined evidence that the Beneficiaries 
waited the required 28 days from the date the FCC Form 465 was posted on USAC’s website before 

                                                                 

1 The FRNs included in the scope of this audit were: 1717414, 1718751, 1718743, 1718590, 1719066, 1718992, and 
1718836.  
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selecting or signing contracts with the Service Provider.  AAD evaluated the services requested and 
purchased to determine whether the Beneficiaries selected the most cost-effective option.  

 
C. Rural and Urban Rates  

AAD conducted inquiries and examined the Service Provider’s contracts, service agreements, service 
quotes, tariffs, and/or other documentation to determine whether the Service Provider’s rural rate was 
established in accordance with the FCC Rules. AAD also conducted inquiries and examined 
documentation to substantiate the urban rate listed in the FCC Forms 466. 
 

D. Invoicing Process 
AAD examined invoices for which payment was disbursed by USAC to determine whether the services 
identified on the Service Provider invoices submitted to USAC and the corresponding service provider bills 
submitted to the Beneficiaries were consistent with the terms and specifications of the Service Provider’s 
agreements.  AAD examined documentation to determine whether each Beneficiary paid its non-
discounted share in a timely manner.  
 

E. Billing Process 
AAD examined the Service Provider bills for the RHC program supported services to determine whether 
the services identified were consistent with the terms and specifications of the Service Provider’s 
contracts, or other service agreements, and eligible in accordance with the FCC Rules.  In addition, AAD 
examined documentation to determine whether the Service Provider billed the selected Beneficiaries for 
the rural rate and only collected payment for the selected Beneficiaries’ equivalent of the urban rate for 
the eligible services purchased with universal service discounts.  

 
F. Health Care Provider Location 

AAD determined through inquiry and inspection of documentation whether the services were provided 
and were functional.  AAD also determined through inquiry and inspection of documentation whether the 
supported services were used for purposes reasonably related to the provision of health care services and 
in accordance with the FCC Rules. 
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DETAILED AUDIT FINDINGS 
 

Finding #1:  47 C.F.R. § 54.602(d) (2016) – Services for which the Beneficiary Received 
RHC Telecommunications Program Support Not Used for the Provision of Health Care 

 
CONDITION 
AAD obtained and examined documentation, including the FCC Form 466, FCC Form 467, Service Provider 
invoices submitted to the Rural Health Care (RHC) program, and corresponding Service Provider bills, to 
determine whether the services requested by the Beneficiary (Kayenta Health Center) were used for purposes 
reasonably related to the provision of health care services or instruction that the Health Care Provider (HCP) 
was legally authorized to provide under applicable state law for FRN 1718743.  In its FCC Form 466, the 
Beneficiary requested T1 or DS1 1.544 Mbps service, and in its FCC Form 467, the Beneficiary listed the service 
start date as July 1, 2017 and the service end date as June 30, 2018.  However, for the reasons detailed below, 
AAD determined that the Beneficiary requested RHC Telecommunications Program support and the Service 
Provider invoiced the RHC program for services not used for the provision of health care. 
 
The Beneficiary informed AAD and provided documentation demonstrating that the T1 service was 
terminated prior to the start of Funding Year 2017 on October 12, 2016 following an upgrade in service from 
the T1 to Ethernet.2  However, the Beneficiary did not inform the RHC program of the terminated service3 and 
the Service Provider continued to bill the Beneficiary for the T1 service through September 2017 in addition to 
the new Ethernet service.   
 
The Service Provider invoiced the RHC program $12,340 for FRN 1692545 on invoice no. 143002480-071218, 
which represents 12 months of T1 service for Funding Year 2016,4 and invoiced the RHC program $12,696 for 
FRN 1718743 on invoice no. 143002480-07302018, which represents 12 months of T1 service for Funding Year 
2017.  However, the Service Provider only provided 3.387 months and 0 months of service for Funding Years 
2016 and 2017, respectively.  Therefore, the RHC Telecommunications Program supported services were not 
used for the purposes reasonably related to the provision of health care services for 8.613 months in Funding 
Year 2016 and for 12 months in Funding Year 2017.5  Thus, the Service Provider over-invoiced the RHC 
program for the amount of $8,857 ($12,340 / 12 * 8.613) for FRN 1692545 and $12,696 for FRN 1718743. 
 
Because the Service Provider continued invoicing for services that were terminated by the Beneficiary, AAD 
concludes that the Service Provider over-invoiced the RHC program for services that were not used for the 
provision of health care. 
 
 

                                                                 

2 See email exchanges between Herman Holiday and Renita Curtis, Indian Health Services (Jul. 19, 2018 and Jul. 27, 
2018). 
3 See Health Care Providers Universal Service Connection Certification (FCC Form 467) (OMB 3060-0804), at Block 3. 
4 After learning of the service termination date, AAD examined the prior year FRN 1692545 to determine the impact on 
Funding Year 2016 RHC program disbursements. 
5 See 47 C.F.R. § 54.602(d) (2016). 
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CAUSE 
The Beneficiary did not have adequate controls and procedures in place to ensure it requested RHC program 
support only for services provided by the Service Provider and used for purposes reasonably related to the 
provision of health care or instruction that the HCP was legally authorized to provide under applicable state 
law. The Beneficiary requested services for Funding Year 2017 without confirming that the services were 
needed and would be used for allowable purposes. The Service Provider did not have adequate controls and 
procedures in place to ensure that the RHC program is invoiced only for eligible services used solely for 
purposes reasonably related to the provision of health care or instruction that the HCP was legally authorized 
to provide under applicable state law.  The Service Provider’s process did not include an adequate review and 
reconciliation to compare the services provided to the Beneficiary to the services billed and invoiced to the 
RHC program. 
 
EFFECT 
The monetary effect for this finding is $21,553.  This amount represents the RHC program funds disbursed for 
services not used for purposes reasonably related to the provision of health care for the following FRNs:  
 

FRN Funding Year Amounts 
Disbursed 

1692545 2016 $8,857 
1718743 2017 $12,696 

Total $21,553 
 
RECOMMENDATION 
AAD recommends that USAC management seek recovery of $21,553 from the Service Provider.  
 
The Beneficiary must implement controls and procedures to ensure that it only requests RHC program 
support for services that are used for purposes reasonably related to the provision of health care or 
instruction an eligible HCP is authorized to provide under state law, in accordance with the FCC Rules.  In 
addition, the Service Provider must implement controls and procedures to ensure that the RHC program is 
invoiced only for eligible services provided to the Beneficiary.  The Beneficiary may visit USAC’s website at 
https://www.usac.org/rural-health-care/telecommunications-program/step-4-submit-funding-requests/ to 
learn more about submitting funding requests for support for services used for the provision of health care. 
The Service Provider may also visit USAC’s website at https://www.usac.org/rural-health-
care/telecommunications-program/step-6-invoice-usac/ to learn more about the invoicing process for 
seeking reimbursement for services provided for the provision of health care. 
 
BENEFICIARY RESPONSE 

During this timeframe, in July 2016, the Kayenta Health Center (KHC) moved from their old facility into 
the new facility, which is about a mile apart. The CIO at the time, ordered that the existing 
telecommunication and Internet services be moved to the new facility. The CIO did not know that the 
type of circuit had been changed from a T1 to Ethernet. The assumption was that the existing system 
would be moved as is and there would be no changes with the account. During this time, all Navajo 
Area Office USAC filings were maintained by a contractor, who recently retired and who was notified 
that the circuit would be moved. Locally, KHC was not aware that a form of the move needed to be 
filed, much less that a change of circuit occurred. The contractor wass (sic)responsible for all filings. 
Local IT were also not aware of the need for any type of filing since the move was thought to be the 
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one and the same circuit. It wasn’t until the audit was announced that we found that the old circuit 
was disconnected and new one was installed in its place and that we should have submitted the form 
of the disconnect notification. 

 
SERVICE PROVIDER RESPONSE 

The 2017 fund year health care support schedule (HSS ) (sic) was dated  September 28, 2018 and the 
2016 fund year health care support schedule (HSS ) (sic) was dated November 15, 2017.  These dates 
are well after the beneficiary was invoiced and the funding end date on the health care support 
schedule.  Health Care support schedules are issued by USAC and are based on representations from 
the beneficiary.  Navajo Communications Company, Inc. relied on the accuracy of the health care 
support schedules in order to provide the credit to the beneficiary.   

 
Navajo Communications Company, Inc. has implemented controls and procedures to review the 
billing account number provided on each health care support schedule to validate that the service 
requested has been validly billed and provided during the fund year. 

 

 
Finding #2:  47 C.F.R. § 54.607(a) (2016) – Service Provider Did Not Calculate Its Rural Rate 
in Accordance with the FCC Rules 
 
CONDITION 
AAD conducted inquiries and requested documentation to determine whether the Service Provider 
determined its rural rate in accordance with the FCC Rules6 for FRN 1718992.  Based on review of the 
documents provided, AAD determined that the rural rate was not determined in accordance with FCC Rules. 

Method 1 under the FCC Rules requires the rural rate to be the average of the rates actually being charged to 
commercial customers, other than health care providers (HCPs), for identical or similar services provided by 
the service provider providing the requested services in the rural area in which the HCP is located.7  For FRN 
1718992, AAD requested documentation from the Service Provider to demonstrate that the rural rate listed in 
the FCC Form 466 agreed with the average of the rate that the Service Provider charged the non-HCP 
commercial customers. However, the $721 rural rate listed in the FCC Form 466 did not agree with the Method 
1 calculation.  The Service Provider’s rate charged to non-HCP commercial customers in the state of Arizona 
for ISDN PRI Bundle, End-User Common Line-ISDN, Access Recovery, and Multi-business Federal Line charges 
is $486 per month, calculated as follows:8 

                                                                 

6 See 47 C.F.R. § 54.607 (2016). 
7 See 47 C.F.R. § 54.607(a) (2016) (“[t]he rural rate shall be the average of the rates actually being charged to commercial 
customers, other than health care providers, for identical or similar services provided by the telecommunications 
carrier…”) (Method 1). 
8 AAD was able to verify that the rates were “actually being charged” to non-HCP commercial customers using an invoice 
provided by the Service Provider. 
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ISDN-PRI Bundle9 
A 

End-User Common Line – 
ISDN: Primary Rate 
Interface ISDN, Per 

Facility10 
B 

Access Recovery 
Charge: Multi-Line 

Business, ISDN PRI, 
Centrex Per Individual 

Line or Trunk11 
C 

Total 
D=A+B+C 

$425 $46 $15 $486 

As a result of the Service Provider’s failure to properly determine the rural rate under Method 1 in connection 
with FRN 1718992, the Beneficiary was over-invoiced for the supported services by $2,820 (($721 - $486) * 12 
months). 
 
CAUSE 
The Service Provider did not have adequate controls and procedures in place to ensure its rural rate is 
calculated in accordance with the FCC rules. The Service Provider did not have a formal policy for calculating 
the rural rate.  
 
EFFECT 
The monetary effect for this finding is $2,820.  This represents the amount disbursed by the RHC program for 
the difference between the rate listed in the Beneficiary’s FCC Form 466 and the rural rate supported by AAD’s 
Method 1 calculation for FRN 1718992. 
 
RECOMMENDATION 
AAD recommends that USAC management seek recovery of $2,820 from the Service Provider.  

The Service Provider must implement controls and procedures to ensure that the rural rate is calculated in 
accordance with the FCC Rules.  In addition, the Service Provider may visit USAC’s website at 
https://www.usac.org/rural-health-care/learn/ to become familiar with the training and outreach available 
from the RHC program.  

SERVICE PROVIDER RESPONSE 
The Navajo Communications Company General Exchange Tariff – Arizona, Section 31 was issued on 
Nov. 3, 2015, became effective on December 5, 2015 and was previously not a tariff item.  Navajo 

                                                                 

9 See Navajo Communications Company General Exchange Tariff – Arizona, Section 31 (Nov. 3, 2015). 
10 See Frontier Telephone Companies, Tariff FCC No. 1, 6th Revised Page 20-3 (Jun. 16, 2017). 
11 Access recovery charge is calculated using the per month rate of $3 multiplied by five.  See Frontier Telephone 
Companies, Tariff FCC No. 1, 2nd Revised Page 4-8 (Oct. 1, 2012) (“When an end user is provided ISDN PRI service in a 
state, the EUCL ISDN PRI rate applies as set forth in Section 20 following. Each ISDN PRI service will be assessed the 
equivalent of five Multi-Line Business ARC charges.”). 
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Communications charged a rural rate that was based on a contract signed by the beneficiary on 
November 30, 2015. 
 
Navajo Communications Company, Inc. will provide tariffed information to beneficiaries to calculate 
the rural rate. 
 

AAD RESPONSE 
In its response, the Service Provider states, “Navajo Communications Company, Inc. will provide tariffed 
information to beneficiaries to calculate the rural rate.”  AAD clarifies that service providers are 
responsible for establishing the rural rate under the pre-2019 competitive bidding rules. 12   The 
health care provider must evaluate the bids to determine the most cost-effective rates,13 and 
therefore, the healthcare provider cannot provide rural rates on behalf of the service providers.  If 
the health care provider were to offer rates to service providers, it would be an appearance of a 
conflict of interest. 14  Even the perception of a relationship between service providers and health 
care providers could lead prospective bidders to believe that bidding will not be conducted in a fair 
and open manner as established in the FCC rules. 15  Additionally, a service provider would be in the 
best position to provide rates for calculating the rural rates since the service provider (1) knows the 
actual rates being charged to customers by the service provider,16 (2) would be in the best position 
to obtain publically available rates offered by other service providers,17 and (3) must submit rates 
for the state commission's approval, for intrastate rates, or the Commission's approval, for 
interstate rates. 18 
 
AAD’s recommendation remains unchanged. 
 
 
 
  

                                                                 

12 See 47 CFR § 54.603(b)(4) (2018). 
13 See 47 C.F.R. § 54.615(a) (2018). 
14 Request for Review of Decisions of the Universal Service Administrator by Hospital Network Management, Inc. et al., WC 
Docket No. 02-60, Order, 31 FCC Rcd 5731, 5740, para. 17 (2016) (HNM Order). 
15 See HNM Order, 31 FCC Rcd at 5740, para. 17. 
16 See 47 CFR § 54.607(a) (2018). 
17 See 47 CFR § 54.607(b) (2018). 
18 See 47 CFR § 54.607(c) (2018). 
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CRITERIA 
 

Finding Criteria Description 
#1 47 C.F.R. § 54.602(d) 

(2016). 
The requested service or services will be used solely for purposes 
reasonably related to the provision of health care services or 
instruction that the health care provider is legally authorized to 
provide under the law in the state in which such health care services 
or instruction are provided…. 

#1 Health Care Providers 
Universal Service 
Connection 
Certification (FCC 
Form 467) (OMB 3060-
0804), at Block 3. 

The Connection Certification (Form 467) is the means by which an HCP 
informs RHCP that the service provider(s) has turned on the service(s) 
for which the HCP is seeking reduced rates under the universal service 
support mechanism.  Form 467 must also be used to notify RHCP that 
a supported service was disconnected or that the service was not or 
will not be turned on during the funding year. 

#2 47 C.F.R. § 54.607 
(2016). 

(a)The rural rate shall be the average of the rates actually being 
charged to commercial customers, other than health care providers, 
for identical or similar services provided by the telecommunications 
carrier providing the service in the rural area in which the health care 
provider is located.  The rates included in this average shall be for 
services provided over the same distance as the eligible service.  The 
rates averaged to calculate the rural rate must not include any rates 
reduced by universal service support mechanisms.  The ‘‘rural rate’’ 
shall be used as described in this subpart to determine the credit or 
reimbursement due to a telecommunications carrier that provides 
eligible telecommunications services to eligible health care providers. 
 
(b) If the telecommunications carrier serving the health care provider 
is not providing any identical or similar services in the rural area, then 
the rural rate shall be the average of the tariffed and other publicly 
available rates, not including any rates reduced by universal service 
programs, charged for the same or similar services in that rural area 
over the same distance as the eligible service by other carriers.  If 
there are no tariffed or publicly available rates for such services in that 
rural area, or if the carrier reasonably determines that this method for 
calculating the rural rate is unfair, then the carrier shall submit for the 
state commission's approval, for intrastate rates, or the Commission's 
approval, for interstate rates, a cost-based rate for the provision of the 
service in the most economically efficient, reasonably available 
manner. 
 
(1) The carrier must provide, to the state commission, or intrastate 
rates, or to the Commission, for interstate rates, a justification of the 
proposed rural rate, including an itemization of the costs of providing 
the requested service. 
 
(2) The carrier must provide such information periodically thereafter 
as required, by the state commission for intrastate rates or the 
Commission for interstate rates.  In doing so, the carrier must take 
into account anticipated and actual demand for telecommunications 
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Finding Criteria Description 
services by all customers who will use the facilities over which services 
are being provided to eligible health care providers. 

#2 47 C.F.R. § 54.702(n) 
(2016). 

When the Administrator, or any independent auditor hired by the 
Administrator, conducts audits of the beneficiaries of the Universal 
Service Fund, contributors to the Universal Service Fund, or any other 
providers of services under the universal service support mechanisms, 
such audits shall be conducted in accordance with generally accepted 
government auditing standards. 

 
**This concludes the report.** 
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EXECUTIVE SUMMARY 

October 12, 2022 

Jim Noble, Senior Vice President and Chief Financial Officer 
Presbyterian Healthcare Services 
9521 San Mateo Blvd. 
Albuquerque, NM 87113 

Dear Jim Noble: 

The Universal Service Administrative Company (USAC or Administrator) Audit and Assurance Division (AAD) 
audited the compliance of Presbyterian Healthcare Services (Beneficiary), Health Care Provider (HCP) 
Number 45514, using the regulations and orders governing the federal Universal Service Rural Health Care 
Support Mechanism, set forth in 47 C.F.R. Part 54, as well as other program requirements (collectively, the FCC 
Rules). Compliance with the FCC Rules is the responsibility of the Beneficiary’s management.  AAD’s 
responsibility is to make a determination regarding the Beneficiary’s compliance with the FCC Rules based on 
the performance audit.  

AAD conducted the audit in accordance with Generally Accepted Government Auditing Standards (GAGAS) 
issued by the Comptroller General of the United States (2018 Revision, as amended).  Those standards require 
that AAD plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis 
for its findings and conclusions based on the audit objectives.  The audit included examining, on a test basis, 
evidence supporting the competitive bidding process undertaken to select service providers, the type and 
amount of services received, physical inventory of equipment purchased and maintained, as well as 
performing other procedures AAD considered necessary to make a determination regarding the Presbyterian 
Healthcare Service’s compliance with the FCC Rules.  The evidence obtained provides a reasonable basis for 
AAD’s findings and conclusions based on the audit objectives.   

Based on the test work performed, our audit did not disclose any areas of non-compliance with the FCC Rules 
that were examined and in effect during the audit period.   

Certain information may have been omitted from this report concerning communications with USAC 
management or other officials and/or details about internal operating processes or investigations.  This report 
is intended solely for the use of USAC, the Beneficiary, and the Federal Communications Commission (FCC) 
and should not be used by those who have not agreed to the procedures and taken responsibility for the 
sufficiency of those procedures for their purposes.  This report is not confidential and may be released to a 
requesting third party.  
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 We appreciate the cooperation and assistance extended by you and your staff during the audit.  
 
Sincerely, 
 
 
 
Jeanette Santana-Gonzalez 
USAC Senior Director, Audit and Assurance Division 
 
cc:  Radha Sekar, USAC Chief Executive Officer 
        Mark Sweeney, USAC Vice President, Rural Health Care Division 
        Teleshia Delmar, USAC Vice President, Audit and Assurance Division  
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 PURPOSE, SCOPE, BACKGROUND AND PROCEDURES 
 
PURPOSE 
The purpose of the audit was to determine whether the Beneficiary complied with the FCC Rules.   
 
SCOPE 
The following chart summarizes the Rural Health Care Healthcare Connect Fund program support amounts 
committed and disbursed to the Beneficiary for Funding Year 2018 (audit period):     
 

Service Type Amount Committed Amount Disbursed 
Telecommunications $70,589.69 $70,589.69 
Internet Access $1,362,561.46 $1,362,561.46 
Total $1,433,151.08 $1,433,151.15 

 
Note: The amounts committed and disbursed reflect funding year activity as of the date of the 
commencement of the audit. 
 
The committed total represents three FCC Form 462 applications with 5 Funding Request Numbers (FRNs).  
AAD selected 3 FRNs,1 which represents $1,415,333.10 of the funds committed and disbursed during the audit 
period, to perform the procedures enumerated below with respect to the Funding Year 2018 applications 
submitted by the Beneficiary.  
 
BACKGROUND 
The Beneficiary provides healthcare services within Albuquerque, New Mexico. 
 
PROCEDURES 
AAD performed the following procedures: 
 
A. Application Process  

AAD obtained an understanding of the Beneficiary’s processes relating to the Rural Health Care (RHC) 
Healthcare Connect Fund (HCF) program.  Specifically, AAD examined documentation to support its 
effective use of funding and that adequate controls exist to determine whether funds were used in 
accordance with the FCC Rules.  AAD conducted inquiries and inspection of documentation to determine 
whether the Beneficiary used funding as indicated in its Network Cost Worksheets (NCWs).  
 
AAD examined documentation to determine whether the Project Coordinator obtained Letters of Agency 
from the Beneficiary’s network of HCPs and/or the HCPs’ health systems authorizing the Beneficiary’s lead 
entity and/or Project Coordinator to act on their behalf, confirming the HCPs’ agreement to participate in 
the network, confirming the specific timeframe the Letter of Agency covers, and confirming the type of 
services covered by the Letter of Agency.  
 

                                                                 

1 The FRNs included in the scope of this audit were: 18409991, 18424431, and 18426261. 
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 AAD examined the FCC Forms 462 and the FCC Form 462 Attachments to determine whether the 
Beneficiary identified the participating HCPs and documented the allocation of eligible costs related to 
the provision of health care services.  AAD also examined the Network Cost Worksheets (NCW) to 
determine whether ineligible costs, if any, were identified and ineligible entities, if any, paid their fair 
share.  
 
AAD obtained an understanding of the Beneficiary’s processes relating to the Rural Health Care (RHC) 
program.  Specifically, AAD examined documentation to support its effective use of funding and obtain an 
understanding of the controls that exist to determine whether funds were used in accordance with the 
FCC Rules.  AAD conducted inquiries and inspection of documentation to determine whether the 
Beneficiary had the necessary resources to support the services for which funding was requested.  
 

B. Competitive Bid Process  
AAD examined documentation to determine whether the Beneficiary properly selected a service provider 
to provide eligible services.  AAD conducted inquiries and examined documentation to determine whether 
the Beneficiary considered price and other non-cost factors and that no evaluation criteria was weighted 
higher than price.  AAD examined evidence that the Beneficiary waited the required 28 days from the date 
the FCC Form 461 was posted on USAC’s website before selecting and signing contracts with the selected 
service provider(s).  If a contract was executed for the funding year under audit, AAD reviewed the service 
provider contract(s) to determine whether they were properly executed.  AAD evaluated the services 
requested and purchased to determine whether the Beneficiary selected the most cost-effective option.  

 
AAD examined documentation to determine whether all bids for the services received were properly 
evaluated.  AAD conducted inquiries and examined documentation to determine whether the Beneficiary 
selected the most cost-effective method.  AAD examined evidence that the Beneficiary waited the 
required 28 days from the date the FCC Form 465 was posted on USAC’s website before selecting or 
signing contracts with the selected service provider(s).  AAD evaluated the services requested and 
purchased to determine whether the Beneficiary selected the most cost-effective option.  
 

C. Eligibility  
AAD conducted inquiries and inspection of documentation, and examined documentation to determine 
whether the Beneficiary’s eligible HCPs were public or non-profit eligible health care providers, and 
whether the annual limitation on support available to large non-rural hospitals was exceeded.  AAD 
examined documentation to determine whether more than 50 percent of the sites in the consortium were 
rural HCPs and determined whether the member HCPs’ physical addresses were the same as listed on the 
FCC Form 462 applications and NCWs.  AAD conducted inquiries and examined documentation to 
determine whether the HCPs participating in the consortium received funding in the HCF program for the 
same services for which they requested support in the RHC Telecommunications program.  
 
AAD examined documentation to determine whether the Beneficiary was a public or non-profit eligible 
health care provider.  AAD determined whether the Beneficiary is located in a rural area and that its 
physical address was the same as listed on the FCC Form(s) 466.  

 
D. Invoicing Process 

AAD examined invoices for which payment was disbursed by USAC to determine whether the services 
identified on the FCC Form 463 service provider invoices submitted to USAC and the corresponding 
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service provider bills submitted to the Beneficiary were consistent with the terms and specifications of the 
service provider agreements.  AAD examined documentation to determine whether the Beneficiary paid 
its required 35 percent minimum contribution and that the required contribution was from eligible 
sources.  AAD also examined documentation to determine whether the HCF program disbursements did 
not exceed 65 percent of the total eligible costs. AAD examined documentation to determine whether 
each Beneficiary paid its non-discounted share in a timely manner. 

E. Reporting Process
AAD examined documentation to determine whether the Beneficiary timely submitted its annual reports
to the RHC program and whether the reports included the required information.  AAD examined the
Sustainability Plan and Network Plan(s) to determine whether they included the required content.  AAD
did not assess the reasonableness of the Sustainability Plan or whether the Beneficiary can meet or
maintain the objectives described in that plan since the FCC Rules do not define how to assess the
reasonableness of the content included in the Sustainability Plan.

F. Health Care Provider Location
AAD determined through inquiry and inspection of documentation whether the services were provided
and were functional.  AAD also determined through inquiry and inspection of documentation whether the
supported services were used for purposes reasonably related to the provision of health care services and
in accordance with the FCC Rules.

*This concludes the report.**
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58 See 47 U.S.C. 254(h)(1)(A). 
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Summary of Rural Health Care Support Mechanism Beneficiary Audit Report Released: December 2022 
 

Entity Name 
Number of 
Findings Significant Findings  

Amount of 
Support 

Monetary 
Effect 

USAC 
Management 

Recovery 
Action 

Commitment 
Adjustment 

Entity 
Disagreement 

Frontier North, Inc. 
Attachment F 

0 • Not Applicable $126,637 $0 $0 $0 N/A 

Total 0  $126,637  $0  $0  $0  
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EXECUTIVE SUMMARY 
 
October 31, 2022 
 
Jessica Matushek, Director 
Frontier North, Inc. 
100 CTE Drive 
Dallas, PA 18612 
 
Dear Jessica Matushek: 
  
The Universal Service Administrative Company (USAC or Administrator) Audit and Assurance Division (AAD) 
audited the compliance of Frontier North, Inc. (Service Provider), Service Provider Identification Number 
(SPIN) 143004791, using the regulations and orders governing the federal Universal Service Rural Health Care 
Support Mechanism, set forth in 47 C.F.R. Part 54, as well as other program requirements (collectively, the FCC 
Rules).  Compliance with the FCC Rules is the responsibility of the Service Provider’s management.  AAD’s 
responsibility is to make a determination regarding the Service Provider’s compliance with the FCC Rules 
based on the limited scope performance audit. 
 
AAD conducted the audit in accordance with Generally Accepted Government Auditing Standards (GAGAS) 
issued by the Comptroller General of the United States (2018 Revision, as amended).  Those standards require 
that AAD plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis 
for its findings and conclusions based on the audit objectives.  The audit included examining, on a test basis, 
evidence supporting the competitive bidding process undertaken to select the Service Provider, the type and 
amount of services provided, as well as performing other procedures AAD considered necessary to make a 
determination regarding the Service Provider’s compliance with the FCC Rules.  The evidence obtained 
provides a reasonable basis for AAD’s findings and conclusions based on the audit objectives.  
 
Based on the test work performed, our audit did not disclose any areas of non-compliance with the FCC Rules 
that were examined and in effect during the audit period.  
 
Certain information may have been omitted from this report concerning communications with USAC 
management or other officials and/or details about internal operating processes or investigations.  This report 
is intended solely for the use of USAC, the Service Provider, and the Federal Communications Commission 
(FCC) and should not be used by those who have not agreed to the procedures and taken responsibility for the 
sufficiency of those procedures for their purposes.  This report is not confidential and may be released to a 
requesting third party.  
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We appreciate the cooperation and assistance extended by you and your staff during the audit.  
 
Sincerely, 
 
 
 
Jeanette Santana-Gonzalez 
USAC Senior Director, Audit and Assurance Division 
 
cc:  Radha Sekar, USAC Chief Executive Officer 
        Mark Sweeney, USAC Vice President Rural Health Care Division 
        Teleshia Delmar, USAC Vice President, Audit and Assurance Division 
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PURPOSE, SCOPE, BACKGROUND AND PROCEDURES 
 
PURPOSE 
The purpose of the audit was to determine whether the Service Provider complied with the FCC Rules.   
 
SCOPE 
The following chart summarizes the Rural Health Care Telecommunications program support amounts 
committed and disbursed to the Service Provider for Funding Year 2018 (audit period):     
 

Service Type Amount Committed Amount Disbursed 
Telecommunications $136,014 $126,637 
Total $136,014 $126,637 

 
Note: The amounts committed and disbursed reflect funding year activity as of the date of the 
commencement of the audit. 
 
The committed total represents 55 FCC Form 466 applications with 55 Funding Request Numbers (FRNs).  AAD 
selected seven FRNs,1 which represent $42,404 of the funds committed and $42,404 of the funds disbursed 
during the audit period, to perform the procedures enumerated below with respect to the Funding Year 2018 
applications submitted by the Beneficiaries.  
 
BACKGROUND 
The Service Provider provides telecommunications services to its health care provider customers and its 
headquarters are located in Norwalk, Connecticut. 
 
PROCEDURES 
AAD performed the following procedures: 
 
A. Eligibility Process  

AAD obtained an understanding of the Service Provider’s processes and internal controls governing its 
participation in the Rural Health Care (RHC) program.  Specifically, AAD conducted inquiries of the Service 
Provider and the selected Beneficiaries and examined documentation to obtain an understanding of the 
controls that exist to determine whether services were eligible, delivered, and installed in accordance 
with the FCC Rules.  AAD conducted inquiries and examined documentation to determine whether the 
Service Provider assisted with the completion of each selected Beneficiary’s FCC Form 465.  
 

B. Competitive Bid Process  
AAD conducted inquiries of the Beneficiaries to determine that no bids were received for the requested 
services.  AAD examined evidence that the Beneficiaries waited the required 28 days from the date the FCC 
Form 465 was posted on USAC’s website before executing month-to-month contracts with the selected 
Service Provider or properly retaining services with the incumbent Service Provider under an existing 

                                                                 

1 The FRNs included in the scope of this audit were: 1843729, 1842121, 1842259, 1838450, 1837243, 1838453, and 
1842116.  
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contract.  If a contract was executed for the funding year under audit, AAD reviewed the Service Provider 
contract to determine whether it was properly executed.  AAD evaluated the services requested and 
purchased to determine whether the Beneficiary selected the most cost-effective option.  
 

C. Rural and Urban Rates  
AAD conducted inquiries and examined the Service Provider’s contract and tariffs to determine whether 
the Service Provider’s rural rate was established in accordance with the FCC Rules. AAD also conducted 
inquiries and examined documentation to substantiate the urban rate listed in FCC Forms 466.  
 

D. Invoicing Process 
AAD examined invoices for which payment was disbursed by USAC to determine whether the services 
identified on the service provider invoices submitted to USAC and the corresponding service provider bills 
submitted to the Beneficiaries were consistent with the terms and specifications of the Service Provider’s 
agreements.  AAD examined documentation to determine whether each Beneficiary paid its non-
discounted share in a timely manner. 
 

E. Billing Process 
AAD examined the Service Provider bills for the RHC program supported services to determine whether 
the services identified were consistent with the terms and specifications of the Service Provider’s 
contracts, and eligible in accordance with the FCC Rules.  In addition, AAD examined documentation to 
determine whether the Service Provider billed the selected Beneficiaries for the rural rate and only 
collected payment for the selected Beneficiaries’ equivalent of the urban rate for the eligible services 
purchased with universal service discounts. 
 

F. Health Care Provider Location 
AAD determined through inquiry and inspection of documentation whether the services were provided 
and were functional.  AAD also determined through inquiry and inspection of documentation whether the 
supported services were used for purposes reasonably related to the provision of health care services and 
in accordance with the FCC Rules. 

 
 
 

**This concludes the report. ** 
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