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ALASKA PUBLIC UTILITIES COMMISSION
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT «o "t" STREET

SUITE 100
AN C H O K A C E. ALASKA 90501 
(90?) 276-0222

ALASKA PUBLIC UTILITIES COMMISSION 
COMMENTS ON HB 13

February 7 , 1 9 8 9

The Commission supports HB 13 and has included universal service in the policy objectives which the Commission adopted to guide its adjudication of the complex telecommunications issues cur­rently pending.
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TO: RED 
FM: MARCO
RE: QUERY ON UNIVERSAL SERVICES AND LIFELINE RATES
EXPLAIN THE RELATIONSHIP BETWEEN UNIVERSAL SERVICE AND LIFELINE RATES

UNIVERSAL SERVICE has been a fundamental tenet in national policy on communication since Congress passed the Communication Act of 1 9 3 4 which established the Federal Communication Commission.
UNIVERSAL SERVICE is the catch phrase for the notion that every American should have access to a telephone at affordable rates.
The ramifications of this policy are that telephone subscribers in densely populated urban areas where telephone access is cheap, must subsidize telephone subscribers in sparsely populated areas where access is expensive. Historically, the subsidies have been paid by Long Distance Carriers to Local Telephone Companies through an FCC approved procedure called Settlements and Separations. Revenue derived from long distance charges has been used to help pay for local telephone service.
This system worked fine as long as A T & T was the monopoly Long Distance Carrier and could control and recoup its subsidy payments through its FCC approved tariffs. However, deregulation of the telephone industry which entailed the breakup of A T & T into twelve regional, independent companies made it impossible to continue the subsidy to local telephone companies.
Instead, every telephone subscriber in the U.S., today receives a telephone bill that includes an access fee of one dollar to three dollars and fifty cents. Business subscribers pay six (6) dollars per line. These fees were approved by the FCC to replace the lost subsidy to Local Telephone Companies. Consequently, rates paid for local and long distance telephone service are mors accurately reflective of their cost.



Alaska is an exception. We are the only state, that we ..now of, that still receives a subsidy from a Long Distance Carrier, AT&T. In the past decade the subsidy ranged from seventy-five to $ 1 5 0 million per year. AT&T wants to stop paying the subsidy. The FCC has appointed a Joint Board consisting of state and FCC commissioners to recommend a method for terminating the subsidy. In a strictly deregulated market, Alaskans would have to absorb in their telephone bills, the $ 7 5 to $ 1 5 0 million subsidy paid in the past by A T & T. Clearly, the concept of UNIVERSAL SERVICE has been beneficial to Alaska,
LIFELINE RATES

The LIFELINE RATE is a part of UNIVERSAL SERVICE.
Where Univex-sal Service can be thought of as a macro concept involving national and local telephone networks, LIFELINE RATES can be thought of as a micro concept involving the individual subscriber and the local telephone company to whom the bill is paid.
LIFELINE RATES are important because some people can't afford "plain old telephone service" (POTS). Since the AT&T divestiture it is true that long distance rates have decreased. However, local telephone service (POTS) has increased by an average of forty percent, nationwide.
The goal of Universal Service has been impaired by these rate changes. More and more people simply can't afford a telephone. LIFELINE RATES are the response to offset this impairment. LIFELINE RATES are advocated by the FCC, many state regulatory agencies, and consumer groups.
LIFELINE RATES may take many forms. They may be in the form of discounts or waived charges for deposits, connection fees, equipment costs or other cost associated with the local telephone company. LIFELINE RATES may also take the form of restricted or limited services, such as a limit on the number of calls per month.

Typically, in other states, people to whom LIFELINE RATES are extended include senior citizens, handicapped people, people who qualify for welfare programs or who meet specified maximum income limits.



Rep.  Red  B o u c h e r  
H B 48,  U n iv e rsa l  Serv ice  
S u p p l e m e n t a l  S t a t e m e n t

Essen t ia l ly ,  H B  13 is a s im ple  s ta tem en t  o f  s ta te  policy.

T h a t  pol icy  is: ... regula tion  o f  t e lephone  uti l i t ies  shal l  a im at m aking
bas ic  t e l e p h o n e  serv ice  ava i lab le  to as m an y  A la sk a n s  as possib le .

T h e  m o t iva t ion  for  this pol icy  is twofo ld .  Fi rst ,  na t iona l  cons is tency .  
U n iv e r sa l  Se rv ice  has  been the  fundam en ta l  tene t  in F C C  pol icy  s ince  
its in cep t ion  in 1934. W hi le  i t  has  been cod i f ied  in so m e  states,  it 
has  been  the  u n sp o k en  ru le  in  all states.

T h e  s ec o n d  m o t iv a t io n  fo r  cod i fy ing  U n ive rsa l  Se rv ice  as  our  state 
p o l icy  is  to d em o n s t ra t e  that  A la sk a  does,  w i th in  ou r  state,  w h a t  w e  
arc  ask ing  the  F C C  and the Jo in t  B oard  to do  fo r  us on  a  nat ional  
basis .  B y  tha t  we  m ean  that  A la sk a  is a r e m o te  and  expens ive  part  
o f  the  n a t io n a l  t e lep h o n e  n e tw o rk .  A la sk a  seeks  s u b s id y  and  
d e fe ren t ia l  t r e a tm e n t  f ro m  the  F C C  w h ich  lo w e rs  o u r  in te rs ta te  
t e lep h o n e  ra te s .  F o r m e r  A P U C  C o m m iss io n e r ,  M arv in  W ea the r ly ,  
has  tes t i f ied  th a t  A la sk a  has  been  sub jec t  to c r i t i c i sm  b ecau se  we  
h a v e  no t  fo r m a l i z e d  the  s am e  U n iv e r sa l  S e rv ice  po l icy  fo r  in t ra -s ta te  
t e l e p h o n e  s e r v ice  tha t  w e 're  s ee k in g  fo r  in te r - s t a t e  serv ice .

In o the r  w o rd s ,  i f  A la ska  w an ts  i ts  h igh  te le p h o n e  costs  in teg ra ted  
wi th  the l o w e r  48 's  ch eap e r  te le p h o n e  cos ts ,  then  w e  shou ld  ex tend  
the  s am e  r a t io n a le  f rom  luc ra t ive  u rban  m a rk e t s  w i th in  A la s k a  to 
o u r  r e m o te ,  e x p e n s i v e  m a rk e ts .


