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United States -- Finance. Excerpt: . . . 11 The Telecommunications Act of 1996 neither specified how FCC was to
administer universal service to schools and libraries nor prescribed the structure and legal pa-rameters of the
universal service mechanisms to be created. To carry out the day-to-day activities of the E-rate program, FCC
relied on a structure it had used for other universal service programs in the past - a not-for-profit corporation
estab-lished at FCCs direction that would operate under FCC oversight. However, the structure of the E-rate
program is unusual in several respects compared with other federal programs: FCC appointed USAC as the
permanent administrator of the Universal Service 12 Fund, and FCCs Chairman has final approval over USACs
Board of Direc-tors. USAC is responsible for administering the program under FCC orders, rules, and directives.
However, USAC is not part of FCC or any other govern-ment entity; it is not a government corporation
established by Congress; and no contract or memorandum of understanding exists between FCC and USAC for
the administration of the E-rate program. Thus, USAC operates and dis-burses funds under less explicit federal
ties than many other federal programs. Questions as to whether the monies in the Universal Service Fund
should be treated as federal funds have troubled the program from the start. Even though the fund has been
listed in the budget of the United States and, since fiscal year 2004, has been subject to an annual
apportionment from the OIice of Man-agement and Budget ( OMB ), the monies are maintained outside of
Treasury ac-13 counts by USAC and some of the monies have been invested. The...
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