AUSF Overview

The Alaska Universal Service Fund (AUSF) was created by the Alaska Public
Utilities Commission (now the Regulatory Commission of Alaska) to help
maintain affordable telephone service throughout Alaska. The vast majority of
universal service funding comes from federal support which in recent years has
been well in excess of $50 million. The AUSF, which commenced on March 1,
1999, currently provides support for three different programs: Lifeline, DEM
Weighting, and Public Interest Pay Telephones (PIPTs). Lifeline helps to reduce
the local monthly charge for low-income customers. DEM Weighting provides
support to certain small local exchange companies with high switching costs. The
PIPT program supports the cost of pay telephones in locations where they are
needed for health, safety or public welfare and would not otherwise exist as a
result of the operation of the competitive market.

Prior to this 1999, the bulk of state universal service support was paid directly by
long distance companies to local exchange companies through charges for
access to local networks when originating and completing long distance calls.
The purpose of these “access charge” subsidies was to help keep local rates
reasonable by subsidizing local exchange companies with high switching costs.
However, the federal Telecommunications Act of 1996 requires that these
subsidies be competitively neutral, and for that reason the Commission
determined that it was necessary to remove them from access charges. The
Commission created the Alaska Universal Service Fund in part to continue this
switching support in a form that was consistent with the federal
Telecommunications Act of 1996.

The AUSF Surcharge, which appears as a separate line item on your telephone
bill, is calculated by dividing the total AUSF costs (including administrative costs)
by total intrastate telecommunications revenue. In its first year the rate was
1.8%. By 2003, the rate dropped to 0.65%. Telecommunications companies are
permitted, but not required, to pass this charge through to their end user
customers on a monthly basis. Current information on the rate and operation of
the AUSF can be found at the Alaska Universal Service Company website:
Wwww.ausac.org.



