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least after consideration of the fea-
tures, quality of transmission, reli-
ability, and other factors that the 
health care provider deems relevant to 
choosing a method of providing the re-
quired health care services. The health 
care provider shall submit to the Ad-
ministrator paper copies of the re-
sponses or bids received in response to 
the requested services. 

(5) The confirmation from the Rural 
Health Care Corporation shall include 
the date after which the requester may 
sign a contract with its chosen tele-
communications carrier(s). 

[62 FR 32948, June 17, 1997, as amended at 62 
FR 41304, Aug. 1, 1997; 63 FR 2131, Jan. 13, 
1998]

EDITORIAL NOTE: At 63 FR 70572, Dec. 21, 
1998, § 54.603(a)(1) through (5) was amended by 
changing the words ‘‘Rural Health Care Cor-
poration’’ to ‘‘Administrator’’, however, 
(a)(1) through (5) did not exist in the 1998 edi-
tion of this volume.

§ 54.604 Existing contracts. 
(a) Existing contracts. A signed con-

tract for services eligible for support 
pursuant to this subpart between an el-
igible health care provider as defined 
under § 54.601 and a telecommuni-
cations carrier shall be exempt from 
the competitive bid requirements set 
forth in § 54.603(a) as follows: 

(1) A contract signed on or before 
July 10, 1997 is exempt from the com-
petitive bid requirement for the life of 
the contract; or 

(2) A contract signed after July 10, 
1997 but before the date on which the 
universal service competitive bid sys-
tem described in § 54.603 is operational 
is exempt from the competitive bid re-
quirements only with respect to serv-
ices that will be provided under such 
contract between January 1, 1998 and 
December 31, 1998. 

(b) For rural health care providers 
that take service under or pursuant to 
a master contract, as defined in 
§ 54.500(f), the date of execution of that 
master contract represents the applica-
ble date for purposes of determining 
whether and to what extent the rural 
health care provider is exempt from 
the competitive bid requirements. 

(c) The competitive bid system will 
be deemed to be operational when the 
Administrator is ready to accept and 

post FCC Form 465 from rural health 
care providers on a website and that 
website is available for use by tele-
communications carriers. 

(d) The exemption from competitive 
bid requirements set forth in paragraph 
(a) of this section shall not apply to 
voluntary extensions or renewals of ex-
isting contracts, except to the extent 
that an eligible rural health care pro-
vider as defined in § 54.601 or consor-
tium that includes an eligible health 
care provider, and that filed an applica-
tion within the 75-day initial filing 
window for 1998 (May 1, 1998—July 14, 
1998), may voluntarily extend or renew, 
to a date no later than June 30, 1999, an 
existing contract that otherwise would 
terminate between July 14, 1998 and 
June 30, 1999. 

[63 FR 2131, Jan. 13, 1998; 63 FR 33586, June 19, 
1998, as amended at 63 FR 70572, Dec. 21, 1998; 
64 FR 22810, Apr. 28, 1999]

§ 54.605 Determining the urban rate. 
(a) If a rural health care provider re-

quests an eligible service to be pro-
vided over a distance that is less than 
or equal to the ‘‘standard urban dis-
tance,’’ as defined in paragraph (d) 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 high-
est tariffed or publicly-available rate 
charged to a commercial customer for 
a similar service provided over the 
same distance in the nearest large city 
in the state, calculated as if it were 
provided between two points within the 
city. 

(b) If a rural health care provider re-
quests an eligible service to be pro-
vided over a distance that is greater 
than the ‘‘standard urban distance’’ for 
the state in which it is located, the 
urban rate shall be no higher than the 
highest tariffed or publicly-available 
rate charged to a commercial customer 
for a similar service provided over the 
standard urban distance in the nearest 
large city in the state, calculated as if 
the service were provided between two 
points within the city. 

(c) The ‘‘nearest large city’’ is the 
city located in the eligible health care 
provider’s state, with a population of 
at least 50,000, that is nearest to the 
health care provider’s location, meas-
ured point to point, from the health 
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care provider’s location to the point on 
that city’s jurisdictional boundary 
closest to the health care provider’s lo-
cation. 

(d) The ‘‘standard urban distance’’ 
for a state is the average of the longest 
diameters of all cities with a popu-
lation of 50,000 or more within the 
state. 

(e) The Administrator shall calculate 
the ‘‘standard urban distance’’ and 
shall post the ‘‘standard urban dis-
tance’’ and the maximum supported 
distance for each state on its website. 

[62 FR 32948, June 17, 1997, as amended at 63 
FR 2131, Jan. 13, 1998; 63 FR 70572, Dec. 21, 
1998]

§ 54.607 Determining the rural rate. 
(a) The rural rate shall be the aver-

age of the rates actually being charged 
to commercial customers, other than 
health care providers, for identical or 
similar services provided by the tele-
communications 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 dis-
tance 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 de-
scribed in this subpart to determine 
the credit or reimbursement due to a 
telecommunications carrier that pro-
vides eligible telecommunications serv-
ices to eligible health care providers. 

(b) If the telecommunications carrier 
serving the health care provider is not 
providing any identical or similar serv-
ices 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 uni-
versal 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 avail-
able rates for such services in that 
rural area, or if the carrier reasonably 
determines that this method for calcu-
lating the rural rate is unfair, then the 
carrier shall submit for the state com-
mission’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, reason-
ably 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 in-
formation periodically thereafter as re-
quired, by the state commission for 
intrastate rates or the Commission for 
interstate rates. In doing so, the car-
rier must take into account antici-
pated and actual demand for tele-
communications services by all cus-
tomers who will use the facilities over 
which services are being provided to el-
igible health care providers.

§ 54.609 Calculating support. 
(a) Except with regard to services 

provided under § 54.621 and subject to 
the limitations set forth in this sub-
part, the amount of universal service 
support for an eligible service provided 
to a rural health care provider shall be 
the difference, if any, between the 
urban rate and the rural rate charged 
for the service, as defined herein. In ad-
dition, all reasonable charges that are 
incurred by taking such services, such 
as state and federal taxes shall be eligi-
ble for universal service support. 
Charges for termination liability, pen-
alty surcharges, and other charges not 
included in the cost of taking such 
service shall not be covered by the uni-
versal service support mechanisms. 

(1) With one exception, the Adminis-
trator shall consider the base rates for 
telecommunications services elements 
in rural areas to be reasonably com-
parable to the base rates charged for 
similar telecommunications service 
elements in urban areas in that state, 
and, therefore, the Administrator shall 
not include these charges in calcu-
lating the support. The Administrator 
shall include, in the support calcula-
tion, all other charges specified, and 
all actual distance-based charges as 
follows: 

(i) If the requested service distance is 
less than or equal to the SUD for the 
state, the distance-based charge for 
that service can be no higher than the 
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