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Entity Name 
Number of 
Findings Significant Findings  

Amount of 
Support 

Monetary 
Effect* 

USAC 
Management 

Recovery 
Action* 

Commitment 
Adjustment 

Entity 
Disagreement 

Catholic Health 
Initiatives 
Consortium 
 
Attachment A 

4 • The Beneficiary did not 
Evidence the Purchase 
of Invoiced Equipment. 
The Beneficiary did not 
maintain documentation 
to evidence that 
invoiced equipment was 
purchased.  

• The Beneficiary 
Invoiced the Rural 
Healthcare Program for 
Services Delivered to 
Ineligible Entities. The 
entities that received 
support were non-rural 
health clinics which did 
not meet the eligibility 
criteria.  

$2,853,717 $130,363 $105,163 $0 Partial 

Total 4  $2,853,717  $130,363  $105,163  $0  

 
 
* The Monetary Effect amount includes overlapping amounts; thus, the USAC Management Recovery Action amount is less than the 
Monetary Effect to prevent double recovery.   
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EXECUTIVE SUMMARY 
 
August 1, 2023 
 
Ms. Teleshia Delmar, Vice President – Audit and Assurance Division 
Universal Service Administrative Company 
700 12st Street, NW, Suite 900 
Washington, DC 20005  
 
Dear Ms. Delmar: 
  
DP George & Company, LLC (DPG) audited the compliance of Catholic Health Initiatives Consortium (Beneficiary), 
Health Care Provider Number (HCP) 33823, using regulations and orders governing the federal Universal Service 
Rural Health Care Support Mechanism, Healthcare Connect Fund program set forth in 47 C.F.R. Part 54, as well 
as other program requirements (collectively, the Federal Communications Commission (FCC) Rules).  Compliance 
with the FCC Rules is the responsibility of the Beneficiary’s management.  DPG’s responsibility is to make a 
determination regarding the Beneficiary’s compliance with the FCC Rules based on our audit. 
 
DPG conducted the audit in accordance with Generally Accepted Government Auditing Standards (GAGAS) 
issued by the Comptroller General of the United States.  Those standards require that DPG 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 DPG 
considered necessary to make a determination regarding the Beneficiary’s compliance with the FCC Rules.  The 
evidence obtained provides a reasonable basis for DPG’s findings and conclusions based on the audit objectives.  
 
Based on the test work performed, our audit disclosed four 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 Beneficiary, and 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.  
 
Sincerely, 

 
DP George & Company, LLC  
Alexandria, Virginia 
 
cc: Radha Sekar, USAC Chief Executive Officer  
      Mark Sweeney, USAC Vice President, Rural Health Care 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. § 54.648(b)(1), (3) (2016) – 
Lack of Documentation: Beneficiary did not 
Evidence the Purchase of Invoiced Equipment.  
The Beneficiary did not maintain the necessary 
documentation to evidence that invoiced 
equipment was purchased. 

 $ 44,796 $  0  $ 44,796 

Finding #2 - 47 C.F.R. § 54.600(b) (2016) – The 
Beneficiary Invoiced the Rural Healthcare 
Program for Services Delivered to Ineligible 
Entities.  The entities that received support were 
non-rural health clinics which did not meet the 
eligibility criteria for health care provider entities 
allowed under a consortium. 

 $ 34,043 $  0  $ 34,043 

Finding #3 - 47 C.F.R. § 54.602(d) (2016) – 
Services Requested are not Reasonably Related 
to the Provision of Health Care Services or 
Instruction.  The Beneficiary could not evidence 
that invoiced equipment was installed at an 
eligible HCP location for the provision of health 
care services or instruction.  

 $ 29,864 $  14,932  $ 14,932 

Finding #4: 47 C.F.R. § 54.645(b) – Amount 
Invoiced Exceeds Service Provider Billed 
Amount.  The amount reflected on the service 
provider bills selected for sampling supported a 
lower amount than the amount submitted on 
the FCC Form 463 invoices. 

 $ 21,660 $  10,268  $ 11,392 

Total  $ 130,363 $  25,200  $ 105,163 

 

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.  In addition, USAC management will conduct outreach to 
the Beneficiary 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. 
 

 
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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FRN FRN ID 
Finding 

#1 
Finding 

#2 
Finding 

#3 
Finding 

#4 

Monetary 
Effect 

Overlap 
with 

Other 
Finding 

Recommended 
Recovery 

(A) (B) (A)-(B) 

17267251 1 $14,932 $0 $0 $0 $14,932 $0 $14,932 

17267251 2 $0 $0 $7,466 $0 $7,466 $0 $7,466 

17267251 3 $14,932 $0 $14,932 $0 $29,864 $14,932 $14,932 

17267251 4 $14,932 $0 $0 $0 $14,932 $0 $14,932 

17267251 5 $0 $0 $7,466 $0 $7,466 $0 $7,466 

17270651 7 $0 $3,450 $0 $0 $3,450 $0 $3,450 

17270651 8 $0 $3,450 $0 $0 $3,450 $0 $3,450 

17270651 11 $0 $2,860 $0 $0 $2,860 $0 $2,860 

17908901 41 $0 $897 $0 $0 $897 $0 $897 

17908901 42 $0 $7,800 $0 $5,724 $13,524 $5,724 $7,800 

17908901 44 $0 $7,020 $0 $4,544 $11,564 $4,544 $7,020 

17908901 45 $0 $5,850 $0 $0 $5,850 $0 $5,850 

17908901 46 $0 $2,716 $0 $0 $2,716 $0 $2,716 

17906981 45 $0 $0 $0 $1,091 $1,091 $0 $1,091 

17906981 102 $0 $0 $0 $2,528 $2,528 $0 $2,528 

17906981 110 $0 $0 $0 $37 $37 $0 $37 

17906981 152 $0 $0 $0 $5,835 $5,835 $0 $5,835 

17906981 158 $0 $0 $0 $521 $521 $0 $521 

17906981 163 $0 $0 $0 $975 $975 $0 $975 

17996411 1 $0 $0 $0 $17 $17 $0 $17 

17996411 2 $0 $0 $0 $34 $34 $0 $34 

17996411 3 $0 $0 $0 $34 $34 $0 $34 

17996411 4 $0 $0 $0 $9 $9 $0 $9 

17996411 5 $0 $0 $0 $9 $9 $0 $9 

17996411 6 $0 $0 $0 $9 $9 $0 $9 

17996411 7 $0 $0 $0 $14 $14 $0 $14 

17996411 8 $0 $0 $0 $14 $14 $0 $14 

17996411 9 $0 $0 $0 $20 $20 $0 $20 

17996411 10 $0 $0 $0 $20 $20 $0 $20 

17996411 11 $0 $0 $0 $20 $20 $0 $20 

17996411 13 $0 $0 $0 $14 $14 $0 $14 

17996411 14 $0 $0 $0 $8 $8 $0 $8 

17996411 15 $0 $0 $0 $15 $15 $0 $15 

17996411 18 $0 $0 $0 $13 $13 $0 $13 
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FRN FRN ID 
Finding 

#1 
Finding 

#2 
Finding 

#3 
Finding 

#4 

Monetary 
Effect 

Overlap 
with 

Other 
Finding 

Recommended 
Recovery 

(A) (B) (A)-(B) 

17996411 19 $0 $0 $0 $19 $19 $0 $19 

17996411 20 $0 $0 $0 $72 $72 $0 $72 

17996411 21 $0 $0 $0 $26 $26 $0 $26 

17996411 22 $0 $0 $0 $26 $26 $0 $26 

17996411 25 $0 $0 $0 $12 $12 $0 $12 

TOTAL   $44,796 $34,043 $29,864 $21,660 $130,363 $25,200 $105,163 

 

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 overall Healthcare Connect Fund (HCF) program support amounts 
committed and disbursed to the Beneficiary for Funding Year (FY) 2017 (audit period):     
 

Service Type Amount Committed Amount Disbursed 

Leased/Tariffed Services – Ethernet  $ 1,358,782  $ 1,358,782 

Leased/Tariffed Services – Internet  $ 6,848  $ 6,848 

Leased/Tariffed Services – ISDN/PRI  $ 103,272  $ 102,694 

Leased/Tariffed Services – MPLS  $ 127,403  $ 127,403 

Leased/Tariffed Services – T-1 / DS-1  $ 115,664  $ 97,634 

Leased/Tariffed Services – T-3 / DS-3  $ 985,345  $ 985,345 

Leased/Tariffed Services – Virtual Private Network (VPN)  $ 100,348  $ 100,348 

Network Equipment – Routers (HCP owned)  $ 74,663  $ 74,663 

Total   $ 2,872,325   $ 2,853,717 

 
Note: The amounts committed and disbursed reflect funding year activity as of the date of the 
commencement of the audit.   
 
The committed total represents six FCC Form 462 applications with six Funding Request Numbers 
(FRNs).  DPG selected four FRNs2 issued in FY 2017, which represents $2,185,427 of the funds committed 
and $2,171,454 of the funds disbursed during the audit period, to perform the procedures enumerated 
below with respect to the FY 2017 applications submitted by the Beneficiary. 
 

 
2 The FRNs included in the scope of this audit were: FRNs 17267251, 17906981, 17908901, and 17996411. 
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BACKGROUND 

The Beneficiary represents a consortium of health care providers owned and operated by Catholic 
Health Initiatives Consortium.  The consortium provides healthcare services across eleven states.  
Funding provided for five of the six FRNs approved in FY 2017 was used to support telecommunications 
services and network connections for VPN services via Ethernet, internet, ISDN PRI, T-1/DS-1, and 
T3/DS-3 circuits.  Funding provided for the remaining approved FRN was used for the purchase of 
routers to manage network traffic at five major hospital locations supporting rural locations.  The HCF 
funded connections and equipment were used to support the transfer of digital medical imaging and 
electronic medical records, the provision of telehealth applications as well as back-up and redundant 
connectivity.  
 

PROCEDURES 
DPG performed the following procedures: 
 
A. Application Process  

DPG obtained an understanding of the Beneficiary’s processes relating to the Rural Health Care 
(RHC) HCF program application process.  Specifically, DPG obtained and reviewed the FCC Form(s) 
460 and related attachments to determine whether the Beneficiary identified the participating HCPs 
in the network.  DPG conducted inquiry and interviews to confirm its understanding of the 
Beneficiary’s FCC Form 460 application process and related controls, the role of the Consortium 
Leader in the application process, and any outside support received from third parties with respect 
to the application process. 
 
DPG obtained and reviewed documentation to determine whether the Consortium Leader obtained 
the appropriate Letters of Agency or Letters of Exemption for the consortium members and/or 
consortium HCPs authorizing the Consortium Leader to act on their behalf and participate in the 
network. 
 

B. Competitive Bid Process  
DPG obtained an understanding of the Beneficiary’s competitive bidding process.  Specifically, DPG 
conducted inquiry and interviews to confirm its understanding of the Beneficiary’s FCC Form 461 
preparation process, bid posting and bid receipt process, and bid review and evaluation process, 
including related controls.   
 
DPG obtained and reviewed documentation to determine whether the Beneficiary conducted a fair 
and open competitive bidding process in selecting a service provider to provide eligible services.  
DPG used inquiry and review of documentation to determine whether the Beneficiary established 
evaluation criteria where no factor was weighted more heavily than price, properly considered and 
declared any assistance provided, prepared a request for proposal (where required), prepared a 
network plan, and posted the appropriate bidding documents to the USAC website.  DPG obtained 
evidence that the Beneficiary waited the required 28 days from the date the FCC Form 461 was 
posted on USAC’s website before selecting a service provider or met the requirements for any 
competitive bidding exemptions claimed.  DPG evaluated the services requested and purchased to 
determine whether the Beneficiary selected the most cost-effective option. 
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C. Funding Request Process 
DPG obtained an understanding of the Beneficiary’s funding request process.  Specifically, DPG 
conducted inquiry and interviews to confirm its understanding of the Beneficiary’s FCC Form 462 
and related Network Cost Worksheet (NCW) preparation processes and related controls.   
 
DPG obtained and reviewed the FCC Forms 462 and the FCC Forms 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.  DPG also obtained and reviewed the NCWs to 
determine whether ineligible costs, if any, were identified and ineligible entities, if any, paid their 
fair share.  DPG used inquiry, direct observation, and inspection of documentation to determine 
whether the Beneficiary used funding as indicated in its NCWs. 
 
DPG used inquiry, direct observation, and inspection of documentation to determine whether the 
Beneficiary’s member HCPs were public or non-profit eligible health care providers and that a fair 
share allocation was properly applied for any ineligible entities.  DPG determined whether the 
eligible HCPs’ physical addresses were the same as those listed on the FCC Form 462 applications 
and NCWs.  DPG used inquiry and inspection of documentation to determine whether funding 
requested for any non-rural hospital sites with 400 or more licensed patient beds was consistent 
with the limits set forth in the FCC Rules.  DPG used inquiry and reviewed 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.  
DPG also obtained and reviewed documentation to determine whether more than 50 percent of the 
sites in the consortium were rural HCPs within three years from its first request for HCF support.   

 
D. Health Care Provider Location 

DPG determined through inquiry, direct observation, and inspection of documentation whether the 
services were provided and were functional.  DPG also determined through inquiry, direct 
observation, 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.  

 
E. Invoicing Process 

DPG obtained an understanding of the Beneficiary’s invoicing process.  Specifically, DPG conducted 
inquiry and interviews to confirm its understanding of the Beneficiary’s FCC Form 463 preparation 
and submission process.  
 
DPG obtained and reviewed a sample of 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 service provider bills submitted to the Beneficiary were consistent.  
DPG obtained and reviewed documentation to determine whether the Beneficiary paid its required 
35 percent minimum contribution and that the required contribution was from eligible sources.  
DPG also obtained and reviewed documentation to determine whether the HCF program 
disbursements did not exceed 65 percent of the total eligible costs. 
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F. Reporting Process 
DPG obtained and reviewed documentation to determine whether the Beneficiary timely submitted 
its annual reports to the RHC program and whether the reports included the required information.  
DPG obtained and reviewed the Sustainability Plan, if applicable, and Network Plan(s) to determine 
whether they included the required content.  DPG did not assess the reasonableness of the 
Sustainability Plan or whether the Beneficiary could meet or maintain the objectives described in 
that plan since the FCC Rules do not define how to assess the reasonableness of the content in the 
Sustainability Plan. 
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DETAILED AUDIT FINDINGS 

 

Finding #1: 47 C.F.R. § 54.648(b)(1), (3) (2016) – Lack of Documentation: The 
Beneficiary did not Evidence the Purchase of Invoiced Equipment 
 
CONDITION 
DPG obtained and examined documentation, including the FCC Form 462 Healthcare Connect Fund 
Funding Request Form and attachments, associated NCW, and FCC Form 463 Invoice and Request for 
Disbursement Form, service provider bills, and payment documentation to verify the cost of the 
equipment funded under FRN 17267251.  DPG noted from a review of the FCC Form 462, attachments, 
and NCW that the Beneficiary requested funds to purchase 10 routers (two Cisco Catalyst 6880-X-LE 
routers at each location) for installation at five HCPs (HCPs 25147, 25150, 28415, 46973, and 47539).  
DPG determined that the amounts invoiced in the Beneficiary’s FCC Form 463 (RHC invoice number 

1000062485) for HCP 25147, HCP 28415, and HCP 46973 were not supported by documentation 
evidencing the purchase of the routers.  FCC Rules require Beneficiaries to maintain and produce upon 
request records documenting compliance with program rules.3 
 
The following table lists the discounted costs invoiced on FCC Form 463 invoice number 1000062485 by 
FRN ID, and HCP number. 
 

FRN 
ID 

HCP 
Number 

HCP Name Equipment Quantity 
Unit 
Cost 

Unsupported 
Cost 

1 46973 
Saint Joseph Hospital - 
Lexington 

Cisco Catalyst 
6880-X-LE router 

2 $ 7,466 $ 14,932 

3 28415 
CHI Health Creighton 
University - Bergan Mercy 

Cisco Catalyst 
6880-X-LE router 

2 $ 7,466 $ 14,932 

4 25147 
Mercy Medical Center-West 
Lakes 

Cisco Catalyst 
6880-X-LE router 

2 $ 7,466 $ 14,932 

Total    6 $ 7,466 $ 44,796 

 

CAUSE 
The Beneficiary prepared the FCC Form 463 invoices based on the costs listed in the NCW and did not 
properly maintain documentation supporting the amounts invoiced for FRN 17267251. 
 

EFFECT 
 

 
 

3 See 47 C.F.R. §54.648(b)(1), (3) (2016). 

FRN Funding Year 

Monetary 
Effect 

(A) 

Overlap with 
Other Finding 

(B) 

Recommended 
Recovery 

(A)-(B) 

17267251 2017  $ 44,796  $ 0  $  44,796 

Total   $ 44,796  $ 0  $ 44,796 
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DPG calculated the Monetary Effect for FRN Lines 1, 3, and 4 by identifying the discounted cost of each 
router ($7,466) and multiplying it by the number of routers where the purchase was not supported by 
documentation (6).  
 

RECOMMENDATION 
DPG recommends USAC management seek recovery of the amounts identified in the Effect section 
above.  DPG also recommends that the Beneficiary establish control procedures to ensure that 
documentation to support the purchase of equipment procured with HCF program support is properly 
maintained and readily available.   
 

BENEFICIARY RESPONSE 
CHI provided the following documentation to DP George regarding the Cisco 6880 purchase for HCP 
25147. This documentation previously provided should act as sufficient evidence that the equipment 
funded by USAC was purchased and installed at the HCP for the funding amount $7,466.00: 
 
REGARDING HCP 25147 - WEST LAKES 

• 6880 config screenshot - “HCP 25147 Mercy West Lakes SNSAL212802H0.png” and device 
picture “6-HCP-25147-MercyOne West Des Moines Medical Center-West 
Lakes+DMZswitches+1” sent to DPGeorge via email on 7/12/21 confirms SN SAL212802H0 at 
HCP 25147. 

• “Cisco C68XX equipment purchases 2017 - 2019 - With Serial numbers.xlsx” sent to DPGeorge 
via HighTail on 4/25/2022 confirms purchase and delivery of the following serial numbers and 
invoice number - SAL212802H0 – invoice # 395895. 

• Invoice # 395895 ”IN 395895.tif” sent to DPGeorge via HighTail on 4/25/2022. 

• Invoice # 395895 paid on check # 30441475, check copy “Sirius-30441475.docx” sent to 
DPGeorge via HighTail on 4/25/2022. 
 

CHI agrees with the recommendations for all other findings related to Finding #1. CHI has since 
established control procedures to ensure appropriate documentation to support the purchase of 
equipment, and that it is properly maintained and available. 
 

DPG RESPONSE 
DPG acknowledges that invoice #395895 provided support for the purchase of a router installed at HCP 
25147 Mercy Medical Center – West Lakes (SNSAL212802H0).  Our understanding when we received 
Invoice #395895 was that it represented support for two routers purchased for installation at HCP 25150 
Mercy Medical Center – Des Moines.  As such, we attributed the invoice documentation received to HCP 
25150 in our testing.  We recognize and acknowledge in Finding #3 that while we could not verify the 
installation of the two routers listed on invoice #395895 at the intended HCP 25150 location, we did 
verify installation of one of the routers at the HCP 25147 location.  Attributing the invoice #395895 
support to one router at HCP 25147 and one router at HCP25150 instead of two routers for HCP 25150 
still leaves two routers unsupported; one at HCP 25147 and one at HCP 25150 instead of two at HCP 
25147 and has no impact on the Monetary Effect of the finding.  For these reasons, we did not modify 
our report. 
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Finding #2: 47 C.F.R. § 54.600(b) (2016)4 – The Beneficiary Invoiced the Rural 
Healthcare Program for Services Delivered to Ineligible Entities 
 
CONDITION 
DPG obtained and examined documentation, including the FCC Forms 460, RHC Commitments and 
Disbursements information downloaded from USAC’s Open Data website, and USAC’s Grandfathered 
Rural (GFR) List; researched geolocation data; and conducted virtual site visits to determine the 
eligibility of each HCP selected for audit.  DPG noted that the FCC Forms 460 for two sites, Neurology 
Clinic of London (HCP 37787) and St. Joseph London Sleep Wellness Center (HCP 37789) located in 
London, Kentucky (KY), were approved as rural health clinics in May 2014.  Both HCPs received HCF 
program support in FY 2017.  However, the list of rural areas used to determine eligibility in the RHC 
program was updated by the Wireline Competition Bureau (Bureau) in July 2014.5  DPG determined that 
these two sites were no longer eligible as rural health clinics due to the change in rural areas.6 
 
DPG noted that the Beneficiary indicated in Block 2, Line 10 of its FCC Forms 460 for HCPs 37787 and 
37789 that both entities were in Laurel County, KY.  The FCC Forms 460 Block 5 was also marked to 
identify the eligibility category of each location as a rural health clinic.  DPG used the Eligible Rural Areas 
Search tool on USAC’s website at https://apps.usac.org/rhc/tools/Rural/search/search.asp to determine 
the rural census tracts for Laurel County, KY.  DPG determined that the designated rural areas in Laurel 
County, KY are located in 2010 census tract numbers 9701.00 and 9711.00.  DPG researched the rural 
status of each location and determined that both were located in urban areas based on 2010 Census 
Tract (9706.00) and County information obtained from the Texas A&M University Geoservices tool at 
https://geoservices.tamu.edu/Services/Geocode/Interactive/.7 
 
DPG made further inquiries regarding the rural status of HCP 37789 with the Beneficiary.  The 
Beneficiary indicated that the site was "grandfathered" under FCC Report and Order FCC 12-150, which 
extended to the HCF, the interim rule adopted by the Commission in June 2011 permitting HCPs that 
were located in “rural areas” under the pre-July 1, 2005 definition used by the Commission and were 
participating in the RHC program before July 1, 2005, to continue being treated as if they were located in 
a rural area for the purposes of determining eligibility for support under the new HCF program.  The 
Beneficiary further indicated that the site was classified as rural in the past and was eligible under the 
Rules at CFR 47.600(b)(2).  DPG requested documentation to support the HCP’s qualification to satisfy 
the “grandfathering” requirements.  The Beneficiary provided two emails sent in November 2015, one 
was from USAC notifying a change in the rural classification of HCP 16833 (Saint Joseph London 
Hospital), a not-for-profit hospital also situated in Laurel County, and the other was the FCC’s quarterly 
newsletter notifying potential Beneficiary applicants of changes in rurality per the FCC’s Rural Areas List 
Order (DA 14-1042).  The Beneficiary indicated that it did not receive a similar notification for HCP 37789 
and believed this location remained eligible under USAC guidelines. 
 
DPG reviewed the RHC Commitments and Disbursements information downloaded from USAC’s Open 
Data website.  We determined that neither site was listed as having received funding from the HCF or 
Telecommunications program prior to FY 2017 individually or under another consortium.  DPG inquired 

 
4 See also 47 C.F.R. §54.600(b) (2016). 
5 See Rural Health Support Mechanism, WC Docket No. 02-60, Order, 29 FCC Rcd 8609 (Rural Areas List Order), 
para. 1 (2014). 
6 See 47 C.F.R. §54.600(b) (2016).  
7 See id. 
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with the Beneficiary about previous participation in other RHC programs and confirmed that the 
Consortium did not receive funding from participation in an RHC program in prior years.  DPG also 
obtained and reviewed USAC’s GFR List and further confirmed that neither HCP was listed as having 
been grandfathered.  
 
Based on our review of the documentation from the Beneficiary, the USAC GFR List, 2010 Census rurality 
data, and the Beneficiary’s responses to inquiry, DPG determined that HCPs 37787 and 37789 were not 
located in a rural area and, therefore, could not be considered a rural health clinic eligible to receive HCF 
support as a member of the consortium.8  DPG identified two additional HCPs not initially selected for 
our testing that were also consortium members identified as rural health clinics and located in Laurel 
County, KY:  HCP 37786 (London Pulmonary & Sleep) and HCP 37790 (Saint Joseph Hematology / 
Oncology).  DPG confirmed that these entities received FY 2017 support and were not included on the 
GFR List as “grandfathered”.  As such, these sites were included in this finding. 
 
The following table lists the HCPs located in Laurel County, KY that received FY 2017 HCF program 
support and the 2010 Census Tract identified for each location based on information produced from the 
Texas A&M University Geoservices website: 
 

HCP 
Number HCP Name 

2010 Census 
Tracts 

FRN 
17270651 

FRN 
17908901 

Total 

37786 London Pulmonary & Sleep 9706.00  $ 3,450  $ 8,697  $ 12,147 

37787 Neurology Clinic of London 9706.00  $ 3,450  $ 7,020  $ 10,470 

37789 St. Joseph London Sleep Wellness Center 9706.00  $ 0  $ 5,850  $ 5,850 

37790 Saint Joseph Hematology / Oncology 9704.00  $ 2,860  $ 2,716  $ 5,576 

Totals    $ 9,760  $ 24,283  $ 34,043 

 

CAUSE 
The Beneficiary believed the entities met the "grandfathered" requirements to receive HCF program 
support as eligible members of the consortium. 
 

EFFECT 
 

 
 

8 See 47 C.F.R. §54.602(b) (2016). 

FRN Funding Year 
Monetary Effect 

(A) 

Overlap with Other 
Finding 

(B) 

Recommended 
Recovery 

(A)-(B) 

17270651 2017 $  9,760 $  0 $  9,760 

17908901 2017 $  24,283 $  0 $  24,283 

Total  $   34,043 $  0 $  34,043 
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DPG calculated the Monetary Effect for FRN 17908901 and 17270651 using the total amount invoiced 
on the applicable FCC Forms 463 for the corresponding HCPs.  
 

RECOMMENDATION 
DPG recommends USAC management seek recovery of the amounts identified in the Effect section 
above and that USAC management review invoices for subsequent funding years to determine whether 
support was also paid for the HCPs identified.  DPG also recommends the Beneficiary establish control 
procedures to ensure that the rural classification of entities is properly identified and support is only 
requested for eligible entities.   
 

BENEFICIARY RESPONSE 
CHI agrees with the recommendations as described for Finding #2. However, FCC order DA-14-1042A1 is 
the order we were referring to when discussing “grandfathering” locations with regard to rural/urban 
status changes, and not the pilot program order. CHI has established control procedures to ensure the 
rural classification of entities is properly identified, and support is only requested for eligible entities. 
We understand and appreciate that USAC also now has controls in place to ensure rurality tier eligibility 
to supplement our control procedures. 
 

DPG RESPONSE 
DPG reviewed the correspondence provided with respect to the rural status of HCP 37789 and 
determined that the guidance cited in the correspondence was from Report and Order FCC 12-150.  We 
revised paragraphs three and four of the Condition section to better reflect the “grandfathering” 
reference and criteria presented by the Beneficiary during the audit.  There is no change to the 
Monetary Effect amount of the finding. 
 

Finding #3: 47 C.F.R. § 54.602(d) (2016) – Services Requested are not Reasonably 
Related to the Provision of Health Care Services or Instruction 
 
CONDITION 
DPG obtained and examined documentation, including the FCC Form 462 Healthcare Connect Fund 
Funding Request Form and attachments, associated NCW, Funding Commitment Letter (FCL), and FCC 
Form 463 Invoice and Request for Disbursement Form to determine whether 10 Cisco Catalyst 6880-X-
LE routers were properly installed at five consortium member sites (HCPs 25147, 25150, 28415, 46973, 
and 47539) under FRN 17267251.  DPG determined that the total approved discounted cost of the 
routers was invoiced for support.  DPG also identified the eligible HCP locations where the routers were 
expected to be installed based on the NCW.  DPG requested documentation such as photos, inventory 
listings and network configuration records to support the existence of the equipment at the eligible 
location identified for installation.  DPG also inquired, either as part of the site visit process or 
separately, regarding the installation status of the routers at the corresponding locations.  DPG was 
unable to confirm the installation of invoiced routers at an eligible location for HCP 25150, HCP 28415, 
and HCP 47539.  Without confirmation of installation, DPG could not confirm that the purchased routers 
were being used for the provision of health care services or instruction.9    

 
9 See 47 C.F.R. §54.602(d) (2016). 
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For HCP 25150 (Mercy Medical Center – Des Moines), the Beneficiary did not provide photos of the 
routers.  In addition, we could not agree the serial numbers shown in the two configuration 
management screenshots provided for the location to either the equipment listing or the vendor bills to 
support that the routers installed were purchased under FRN 17267251.  DPG noted that the serial 
number for one of the routers listed on the vendor bill for this HCP location did match the information 
shown in the configuration management screenshot for eligible HCP 25147 (Mercy Medical Center-West 
Lakes). 
 
For HCP 28415 (CHI Health Creighton University – Bergan Mercy), DPG noted from a review of the FCC 
Form 462 attachments submitted for FRN 17267251 that the Beneficiary requested funding for two 
routers for this HCP be removed because there were no HCF program supported circuits at this location. 
In addition, the Beneficiary provided photos of Cisco Catalyst 6807-XL routers and confirmed in its 
response to DPG’s site visit follow-up questions that the 6880-X-LEs were not installed at this site. 
 
For HCP 47539 (CHI Memorial Hospital in Chattanooga), DPG requested separate documentation to 
support the installation of the routers because this location was not selected for a site visit.  The 
Beneficiary provided a configuration management screenshot showing the serial numbers for the 
routers at the HCP location.  One of the routers listed matched the information on the equipment listing 
and vendor bill for this HCP.  DPG did not receive sufficient documentation to confirm the installation of 
the second HCF program funded router at this location. 
 
The following table lists the discounted costs invoiced on FCC Form 463 invoice number 1000062485 by 
FRN ID, and HCP number. 
 

FRN 
ID 

HCP 
Number 

HCP Name Equipment Quantity 
Unit 
Cost 

Unsupported 
Cost 

2 25150 
Mercy Medical Center – Des 
Moines 

Cisco Catalyst 
6880-X-LE router 

1 $ 7,466  $ 7,466 

3 28415 
CHI Health Creighton 
University – Bergan Mercy 

Cisco Catalyst 
6880-X-LE router 

2 $ 7,466  $ 14,932 

5 47539 
CHI Memorial Hospital in 
Chattanooga  

Cisco Catalyst 
6880-X-LE router 

1 $ 7,466  $ 7,466 

Total    4 $ 7,466  $ 29,864 

 

CAUSE 
The Beneficiary did not have sufficient policies and procedures in place to ensure that equipment 
purchased using program support was installed and remained at eligible HCP locations within the 
Beneficiary’s communications network for the provision of health care services or instruction.   
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EFFECT 
 

 
DPG calculated the Monetary Effect for FRN Lines 2, 3, and 5 by identifying the discounted cost of each 
router ($7,466) and multiplying it by the number of routers where installation at an eligible HCP was not 
supported by documentation (4).  
 

RECOMMENDATION 
DPG recommends that USAC management seek recovery of the amounts identified in the Effect section 
above.  DPG also recommends that the Beneficiary establish an equipment inventory process that 
adequately tracks the location of equipment purchased using HCF program support.  
 

BENEFICIARY RESPONSE 
CHI agrees with the recommendations for Finding #3 for the referenced HCPs 25150, 28415 and 47539. 
However, please note the HCP and location name discrepancy within the table. HCP #47539 is CHI 
Memorial Hospital in Chattanooga, referenced correctly in the text body of the finding information, but 
is listed as Saint Joseph Hospital – Lexington within the table. Also, please note the HCP for CHI Health 
Creighton University – Bergan Mercy is 28415, and not 28145 as stated within the table. 
 
CHI has established an equipment inventory process that adequately tracks the location of equipment 
purchased. 
 
While we accept that this finding could result in potential recovery, CHI would like it to be noted to 
USAC and the FCC for future consideration of these reviews that due to the dynamic nature of network 
environments, equipment location may change for multiple reasons, such as replacement due to failure, 
connectivity concerns, end of life support, etc. Therefore, we understand that during the site visit, and 
request for pictures, we were unable to produce evidence of the equipment at the HCP currently. 
However, we also do not know if the equipment was moved or replaced due to reasons mentioned 
above. The equipment provider is no longer a partner with CHI. 
 

DPG RESPONSE 
DPG corrected the HCP Number and HCP Name information within the table.  DPG maintains that an 
adequate equipment inventory process is needed to evidence that purchased equipment is installed and 
used at eligible locations.   
  

 
10 $14,932 of the Monetary Effect for this finding overlaps with the Monetary Effect of Finding #1. 

FRN Funding Year 

Monetary 
Effect 

(A) 

Overlap with 
Other Finding 

(B) 

Recommended 
Recovery 

(A)-(B) 

17267251 2017  $ 29,864  $ 14,93210  $ 14,932 

Total   $ 29,864  $ 14,932  $ 14,932 
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Finding #4: 47 C.F.R. § 54.645(b) (2016) – Amount Invoiced Exceeds Service Provider 
Billed Amount 
 
CONDITION 
DPG obtained and examined documentation, including the FCC Forms 462 Healthcare Connect Fund 
Funding Request Form and attachments, associated NCWs, FCC Forms 463 Invoice and Request for 
Disbursement Form, and the corresponding service provider bills provided by the Beneficiary to 
determine whether the HCF program was invoiced only for the cost of approved services supported by 
service provider bills for FRNs 17906981, 17908901, and 17996411.  DPG determined that the amounts 
invoiced to the HCF program for services were received at a lower monthly cost than the amounts 
requested on the Beneficiary’s FCC Form 462 Attachments and associated NCWs for FRNs 17906981 and 
17996411.11  DPG also determined that amounts were invoiced for disconnected services on FRNs 
17906981 and 17908901.12  
 
The following table summarizes information by FRN, ID, and RHC Invoice Number for the excess support 
received:  

 
Lower Monthly Cost 
Based on our review of the service provider bills supporting the FCC Forms 463, DPG identified 25 FRN 
IDs where some or all of the monthly recurring costs billed by the service provider were lower than the 
amounts used by the Beneficiary to establish the “Total Cost Invoiced (Undiscounted)” amount on the 
FCC Forms 463.  In these instances, the Beneficiary used the amounts in the NCW to establish the “Total 
Cost Invoiced (Undiscounted)” amount instead of the actual monthly undiscounted costs billed by the 
service provider. For FRN 17906981, ID 110 and FRN 17996411, IDs 1 – 11, 13 – 15, 18-22, and 25, the 
amounts invoiced in excess of the actual undiscounted costs billed were due to lower charges for taxes 
and fees associated with the specified circuits.   
 

 
11 See 47 C.F.R. §54.645(b) (2016). 
12 See id. 

FRN FRN ID 
RHC Invoice 

Number 
Issue 

Number of Months / 
Days of Excess Support 

Form 463 
Amount of 

Excess Support  

17906981 

45 1000062194 Disconnected Service 1 Months 13 Days  $ 1,091 

102 
1000048070 

20171000048070 
Lower Monthly Cost 12 Months  $ 2,528 

110 1000062194 Lower Monthly Cost 10 Months  $ 37 

152 1000062194 Lower Monthly Cost 12 Months  $ 5,835 

158 1000062194 Lower Monthly Cost 11 Months  $ 521 

163 1000062194 Lower Monthly Cost 12 Months  $ 975 

17908901 
42 1000062481 Disconnected Service 8 Months 25 Days  $ 5,724 

44 1000062481 Disconnected Service 7 Months 23 Days  $ 4,544 

17996411 
1–11, 13–15, 

18–22, 25 
1000047976 

20171000047976 
Lower Monthly Cost 3 Months  $ 405 

Total      $ 21,660 
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Disconnected Service 
Based on our review of the service provider bills supporting FCC Form 463 invoice number 1000062194 
for FRN 17906981 and invoice number 1000062481 for FRN 17908901, DPG determined that the 
Beneficiary invoiced for periods occurring after the disconnect dates of the funded services.  For FRN 
17906981, ID 45 (T-1/DS-1), the monthly undiscounted cost of $829 was invoiced on the FCC Form 463 
for the period of July through October 2017.  However, the service for this FRN ID was disconnected on 
September 17, 2017.  For FRN 17908901, IDs 42 and 44 (VPN Services), the monthly undiscounted costs 
of $1,000 and $900, respectively, were invoiced on the FCC Forms 463 for the periods of July 2017 
through June 2018.  However, the services for FRN IDs 42 and 44 were disconnected on October 6, 2017 
and November 7, 2017, respectively. 
 

CAUSE 
The Beneficiary prepared the FCC Form 463 invoices based on the costs listed in the NCW and did not 
realize that services for the connections were not in place for the full month invoiced.   
 

EFFECT 
 

 
DPG calculated the Monetary Effect by determining the amount of support the Beneficiary should have 
claimed based on the actual service provider billed amounts and disconnect dates and subtracted that 
amount from the total amount invoiced by the Beneficiary on the corresponding FCC Forms 463.  
 

RECOMMENDATION 
DPG recommends USAC management seek recovery of the amounts identified in the Effect section 
above.  DPG also recommends that the Beneficiary establish control procedures to confirm amounts 
invoiced are consistent with service provider bills and ensure that accurate billing end dates are listed on 
the FCC Form 463 when invoicing.  
 

BENEFICIARY RESPONSE 
CHI agrees with the recommendations for Finding #4. CHI has established control procedures to confirm 
amounts invoiced are consistent with service provider bills and ensure that accurate billing end dates 
are listed on the FCC Form 463 when performing invoicing. 
 
  

 

13 $10,268 of the Monetary Effect for this finding overlaps with the Monetary Effect of Finding #2. 

FRN Funding Year 

Monetary 
Effect 

(A) 

Overlap with 
Other Finding 

(B) 

Recommended 
Recovery 

(A)-(B) 

17906981 2017  $ 10,987  $ 0  $ 10,987 

17908901 2017  $ 10,268  $ 10,26813  $ 0 

17996411 2017  $ 405  $ 0  $ 405 

Total   $ 21,660  $ 10,268  $ 11,392 
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CRITERIA 

 

Finding Criteria14 Description 

#1 47 C.F.R. § 

54.648(b)(1),(3) (2016) 

Audits and recordkeeping.  
(1) Participants, including Consortium Leaders and health care 
providers, shall maintain records to document compliance with 
program rules and orders for at least 5 years after the last day of service 
delivered in a particular funding year. Participants who receive support 
for long-term capital investments in facilities whose useful life extends 
beyond the period of the funding commitment shall maintain records 
for at least 5 years after the end of the useful life of the facility. 
Participants shall maintain asset and inventory records of supported 
network equipment to verify the actual location of such equipment for 
a period of 5 years after purchase. 
 

(3) Both participants and vendors shall produce such records at the 
request of the Commission, any auditor appointed by the Administrator 
or the Commission, or of any other state or federal agency with 
jurisdiction. 

#2 47 C.F.R. §54.600 

(2016) 

As used in this subpart, the following terms shall be defined as follows: 
(a) Health care provider. A “health care provider” is any:  

(1) Post-secondary educational institution offering health care 
instruction, including a teaching hospital or medical school; 
(2) Community health center or health center providing health care 
to migrants; 
(3) Local health department or agency; 
(4) Community mental health center; 
(5) Not-for-profit hospital; 
(6) Rural health clinic; or 
(7) Consortium of health care providers consisting of one or more 
entities described in paragraphs (a)(1) through (a)(6) of this section. 

(b) Rural area. 
(1) A “rural area” is an area that is entirely outside of a Core Based 
Statistical Area; is within a Core Based Statistical Area that does not 
have any Urban Area with a population of 25,000 or greater; or is in 
a Core Based Statistical Area that contains an Urban Area with a 
population of 25,000 or greater, but is within a specific census tract 
that itself does not contain any part of a Place or Urban Area with a 
population of greater than 25,000. For purposes of this rule, “Core 
Based Statistical Area,” “Urban Area,” and “Place” are as identified 
by the Census Bureau. 
(2) Notwithstanding the above definition of “rural area,” any health 
care provider that is located in a “rural area” under the definition 
used by the Commission prior to July 1, 2005, and received a 
funding commitment from the rural health care program prior to 
July 1, 2005, is eligible for support under this subpart. 

 
14 The referenced criteria cite the applicable section of the FCC Rules in effect during the audit period.  The Rural 
Health Care Support Mechanism rules were subsequently re-codified and the comparable rules section under the 
current Code of Federal Regulations (C.F.R.) may be different.  
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Finding Criteria14 Description 

(c) Rural health care provider. A “rural health care provider” is an 
eligible health care provider site located in a rural area. 

#2 47 C.F.R. § 54.602(b) 

(2016) 

Eligible health care providers may request support for eligible services, 
equipment, and infrastructure, subject to the provisions and limitations 
set forth in §§ 54.600 through 54.602 and §§ 54.630 through 54.680. 
This support is referred to as the “Healthcare Connect Fund.” 

#2 Rural Health Support 

Mechanism, WC 

Docket No. 02-60, 

Order, 29 FCC Rcd 

8609 (Rural Areas List 

Order), para. 1 (2014) 

In this Order, pursuant to section 54.600(b)(1) of the Commission’s 
rules, the Wireline Competition Bureau (Bureau) takes action to update 
the list of rural areas used to determine eligibility in the Rural Health 
Care (RHC) universal service support mechanism. 
 

#2 Rural Health Care 

Support Mechanism, 

WC Docket No. 02-60, 

Order and Notice of 

Proposed Rulemaking, 

26 FCC Rcd 9145 

(Grandfathering Order 

and NRPM) , para. 1  

2011)  

In this Order, we adopt an interim rule permitting health care providers 
that are located in a “rural area” under the definition used by the 
Commission prior to July 1, 2005, and that have received a funding 
commitment from the rural health care program prior to July 1, 2005, 
to continue to be treated as if they are located in “rural” areas for 
purposes of determining eligibility for all universal service rural health 
care programs. In the accompanying Notice of Proposed Rulemaking 
(Notice), we seek comment on whether to make these “grandfathered” 
providers permanently eligible for discounted services under the rural 
health care program. Grandfathered providers do not currently qualify 
as “rural,” but play a key role in delivering health care services to 
surrounding regions that do qualify as “rural” today. Thus, we take 
these actions to ensure that health care providers located in rural areas 
can continue to benefit from connecting with grandfathered providers, 
and thereby provide health care to patients in rural areas. 

#2 Grandfathering Order 

and NRPM, 26 FCC Rcd 

9149, para. 10 (2011) 

In this order, we adopt an interim rule to allow all currently 
grandfathered health care providers to continue to qualify for 
discounted services until the Commission adopts permanent rules 
governing the eligibility of such providers to participate in rural health 
care programs.32 

#2 Rural Health Care 

Support Mechanism 

Report and Order, WC 

Docket No. 02-60, 

Report and Order, 27 

FCC Rcd 16707-08 

(HCF Order), para. 62 

(2012) 

For purposes of the majority rural requirement, we “grandfather” non-
rural HCP sites that have received a funding commitment through a 
Pilot project that has 50 percent or more non-rural HCP sites with 
funding commitments as of the adoption date of this Order. Such non-
rural HCP sites may continue to receive support through the Healthcare 
Connect Fund, but unless the consortium overall reaches majority rural 
status overall, the project may add new non-rural HCP sites only if, in 
the aggregate, the new (i.e. non-Pilot project) HCP sites remain majority 
rural. The grandfathering only applies to the sites that have received a 
Pilot Program funding commitment as of the adoption date of this 
Order, and applies only so long as the grandfathered non-rural HCP site 
continues to participate in that consortium.  

#2 HCF Order, 27 FCC Rcd 

16710, para. 68 (2012) 

Eligibility of Grandfathered Formerly “Rural” Sites  
In June 2011, the Commission adopted an interim rule permitting 
participating HCPs that were located in a “rural” area under the 
definition used by the Commission before July 1, 2005, to continue 
being treated as if they were located in a “rural” area for the purposes 
of determining eligibility for support under the RHC program. 184 We 
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Finding Criteria14 Description 

conclude that HCPs that were located in “rural areas” under the pre-
July 1, 2005 definition used by the Commission, and that were 
participating in the Commission’s RHC program before July 2005, also 
will be treated as “rural” for purposes of the new Healthcare Connect 
Fund.185 Many such facilities play a key role in providing health care 
services to rural and remote areas, and discontinuing discounted 
services to these grandfathered providers could jeopardize their ability 
to continue offering essential health care services to rural areas. 186 
Extending eligibility for these grandfathered HCPs in the Healthcare 
Connect Fund helps ensure that these valuable services are not lost in 
areas that need them, and thus ensures continuity of health care for 
many rural patients.187 For similar reasons, we also have 
grandfathered those Pilot projects that do not have the majority rural 
HCP membership required of consortium applicants in the Healthcare 
Connect Fund.188 

#3 47 C.F.R. §54.602(d)  

(2016) 

Health care purposes. Services for which eligible health care providers 
receive support from the Telecommunications Program or the 
Healthcare Connect Fund must be 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. 

#4 47 C.F.R.§54.645(b) 

(2016) 

Before the Administrator may process and pay an invoice, both the 
Consortium Leader (or health care provider, if participating individually) 
and the vendor must certify that they have reviewed the document and 
that it is accurate. All invoices must be received by the Administrator 
within six months of the end date of the funding commitment. 

 
 

**This concludes the report.** 
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Available For Public Use 

 

Summary of Rural Health Care Support Mechanism Beneficiary Audit Report Released: August 2023 
 

Entity Name 
Number of 
Findings Significant Findings  

Amount of 
Support 

Monetary 
Effect* 

USAC 
Management 

Recovery 
Action* 

Commitment 
Adjustment 

Entity 
Disagreement 

BellSouth 
Telecommunications, 
LLC 
 
Attachment B 

4 • No significant findings. $486,707 $16,580 $9,872 $9,872 Partial 

Total 4  $486,707 $16,580 $9,872 $9,872  

 
 
* The Monetary Effect amount includes overlapping amounts; thus, the USAC Management Recovery Action amount is less than the 
Monetary Effect to prevent double recovery.   
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