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� TITLE  \* MERGEFORMAT �RADIO LICENSE APPLICATION AND REGULATORY FEES IN THE USA�


1	Introduction


In the USA, the Federal Communications Commission (FCC) regulates both spectrum and wired services for the civilian sector and charges application fees (also known as filing fees) and regulatory fees.  Methodology is included here for wired services for only background and completeness.


2	Why does the FCC collect fees?


The FCC process of imposing and collecting fees is mandated by statute of the U.S. Congress solely as a means to reimburse costs of issuing licenses and of associated regulatory services.


3	What are application or filing fees?


The FCC began collecting application fees in 1987.  These fees are charged for all FCC�licensed radio services and are intended to cover the direct administrative costs of processing a license application.  They are paid when a license is obtained or renewed.


The authority to impose and collect application fees was not assumed independently by the FCC, but was established by the U.S. Congress and is contained in Title III, Section 3001 of the Omnibus Budget Reconciliation Act of 1989 (Public Law 101-239), Section 8, revising 47 U.S.C. 158, which directs the FCC to prescribe charges for certain types of application processing or authorization services it provides to communications entities over which it has jurisdiction.


Funds collected as application or filing fees pursuant to Section 8 of the Act are deposited into the General Fund of the U.S. Treasury as reimbursement to the United States Federal Government. They do not offset funds appropriated to the FCC (47 U.S.C. 158(a)).


Section 8(b) of the Communications Act, as amended, requires that the FCC review and adjust its application fees every two years after October 1, 1991 (47 U.S.C. Section 158(b)). The adjusted or increased fees reflect the net change in the Consumer Price Index for all Urban Consumers (CPI-U).


4	How much revenue do application fees generate?


Since 1990, the FCC has collected application fees averaging about $39 million annually. The program encompasses over 300 different fees with the vast majority collected at the time an original license application, renewal or request for license modification is filed with the FCC.


5	Who must pay application fees?


Most fees are assessed as a one-time charge on a per-application basis, although there are certain exceptions. Local (state, county, city, etc.) government, nonprofit, non-commercial broadcast and amateur license applicants are exempt from the fees.


6	How does the FCC determine application fee amounts?


The schedule of charges is exactly as reviewed and approved by Congress. The charges represent the best estimate of the FCC’s actual direct administrative costs of processing a license application.


7	What are regulatory fees?


In 1993, the United States Congress mandated that the FCC must collect regulatory fees. These were implemented in 1994.


The requirement to collect annual regulatory fees is contained in Public Law 103-66, “The Omnibus Budget Reconciliation Act of 1993.” These regulatory fees, which may change yearly, are used to offset costs associated with the FCC’s enforcement, public service, international, policy and rulemaking activities. These fees are in addition to any application processing fees associated with obtaining a license or other authorization from the FCC.


Without regulatory fees to offset the FCC’s costs, the agency would require a Congressional appropriation of $189 million for Fiscal Year (FY) 1997 (October 1, 1997 to September 30, 1998). When offsetting regulatory fees ($152 million) are taken into consideration, only $37 million must be appropriated from the U.S. Treasury to fund the FCC. 


By statute, the total fees collected should cover, but cannot exceed, the amount of money appropriated by Congress to the FCC for these activities. A convergence of the two amounts is expected over several years.


8	What are some examples of activities included in the regulatory fee?


8.1	Policy and Rulemaking


Formal inquiries, rulemaking proceedings to establish or amend the FCC's rules and regulations, action on petitions for rulemaking, and requests for rule interpretations or waivers; economic studies and analyses; spectrum planning, modeling, propagation�interference analyses, and allocation; and development of equipment standards. This also includes policy direction, program development, legal services, and executive direction, as well as support services associated with policy and rulemaking activities.


8.2.	Enforcement


Enforcement of the FCC's rules, regulations and authorizations, including investigations, inspections, compliance monitoring, and sanctions of all types. This also includes the receipt and disposition of formal and informal complaints regarding common carrier rates and services, the review and acceptance/rejection of carrier tariffs, and the review, prescription and audit of carrier accounting practices. It also includes policy direction, program development, legal services, and executive direction, as well as support services associated with enforcement activities.


8.3.	Public Information Services


The publication and dissemination of FCC decisions and actions, and related activities; public reference and library services; the duplication and dissemination of FCC records and databases; the receipt and disposition of public inquiries; consumer, small business, and public assistance; and public affairs and media relations. It also includes policy direction, program development, legal services, and executive direction, as well as support services associated with public information activities.


9	Who must pay regulatory fees?


The following licensees and other entities regulated by the FCC must pay regulatory fees.


Common Carrier regulatees: interexchange carriers (long distance companies), local exchange carriers (local telephone operating companies), competitive access providers (companies other than the traditional local telephone companies that provide interstate access services to long distance carriers and other companies), operator service providers (carriers that enable customers to make away from home calls and to place calls with alternative billing arrangements), pay telephone operators (owners of pay telephones), resellers (companies that obtain lines from facilities-based carriers and sell service to others, but does not include mobile resellers governed by the commercial wireless radio services), and other interstate providers (e.g., calling card providers).


Commercial mobile radio services (CMRS) regulatees: specialized mobile radio services (Part 90); public coast stations (Part 80); public mobile radio, cellular, 800 MHz air-ground radiotelephone, and offshore radio services (Part 22); and PCS broadband services (Part 24).  The CMRS messaging services category includes all one-way paging (Parts 22 and 90), two-way paging, qualifying interconnected business radio services, 220-222 MHz land mobile systems (Part 90), and PCS narrowband services (Part 24).  All other private wireless regulatory fees are paid in advance for the full license term and submitted along with the appropriate application fee. 


Mass Media licensees: commercial AM & FM radio stations, commercial TV stations, Low Power Television and television translator and booster licensees, broadcast auxiliary, FM translator and FM booster licensees, and multipoint distribution service licensees (includes multichannel multipoint distribution service). Noncommercial educational licensees are exempt from regulatory fees as are licensees of auxiliary broadcast services such as low power auxiliary stations, television auxiliary service stations, remote pickup stations and aural broadcast auxiliary stations where such licenses are used in conjunction with commonly owned non-commercial educational stations. Emergency alert system (EAS) licenses for auxiliary service facilities are also exempt as are Instructional Television Fixed Service (ITFS) licensees. In the event that there has been a change in ownership of a system after the effective date, but before the date payment is due, responsibility for payment of the regulatory fees rests with the owner of record on the effective date noted.


Cable television systems operating on December 31, 1996, must pay regulatory fees per subscriber in FY 1997. All cable television systems must pay regulatory fees of $0.54 per subscriber for each community unit in which it operates. Additionally, each system operating on October 1, 1996, must pay a $65.00 fee for each Community Antenna Relay Service license held and, if applicable, a $25.00 fee for each Broadcast Auxiliary Service license held. In the event that there has been a change in ownership of a system after the effective dates above, but before the date payment is due, responsibility for payment of the regulatory fees rests with the owner of record on the appropriate effective date noted above. 


International public fixed licensees (Part 23), international (HF) broadcast licensees (Part 73), providers of international bearer circuits, Earth station regulatees (Part 25), geosynchronous space station regulatees (Part 25) and direct broadcast satellite licensees (Part 100), and low Earth orbit system licensees (Part 25). 


Local governments and nonprofit entities are not required to pay regulatory fees. However, the FCC is currently considering a proposal which would require that each exempt entity submit, or have on file with the FCC, a current Internal Revenue Service Determination Letter documenting its nonprofit status, a certification of local governmental authority, or certification from a local governmental authority attesting to its exempt status. Under the pending proposal, a regulatee will be relieved of its fee payment requirement if its total fee due, including all categories of fees, amounts to less than $10.


10	How does the FCC determine regulatory fee amounts?


10.1	Adjustment of Payment Units


For FY 1997, the FCC adjusted the estimated regulatory payment units for each service from FY 1996 fees. The FCC obtained its estimated payment units through a variety of means, including its licensee data bases, actual prior-year payment records, and industry and trade group projections. Whenever possible, the FCC verified these estimates from multiple sources to ensure their accuracy. 


10.2	Calculation of Revenue Requirements


The FCC multiplied the revised payment units for each service by its FY 1996 fee amounts in each fee category to estimate how much revenue the FCC would collect in FY 1997 without any change to the existing Schedule of Regulatory Fees.  The amount of revenue the FCC would have collected was approximately $137.3 million. This amount was approximately $15.2 million less than the amount the FCC was required to collect in FY 1997. The FCC therefore adjusted the revenue requirements for each fee category on a proportional basis, consistent with Section 9(b)(2) of the Act, to obtain an estimate of revenue requirements for each fee category necessary to collect the $152 million required by Congress for FY 1997. 


10.3	Calculation of Regulatory Costs


On October 1, 1995, the FCC implemented, in accordance with 47 U.S.C. § 159(i), a cost accounting system designed, in part, to provide the FCC with useful data, in combination with other information, to help ensure that fees closely reflected the FCC’s actual costs of regulation.


In order to utilize actual costs derived from the FCC’s cost accounting system for fee development purposes, indirect support costs contained in the cost accounting system had to be added to direct costs� and the results adjusted further to approximate the amount of revenue that Congress required the FCC to collect in FY 1997 ($152 million).� Thus, the FCC proportionally adjusted the actual cost data related to regulatory fee activities recorded for the period October 1, 1995, through September 30, 1996, among the fee categories so that total costs approximated the $152 million.


10.4	Establishment of 25% Revenue Ceiling


The FCC’s next step was to determine whether reliance on actual costs to develop FY 1997 regulatory fees would result in fees which were too disparate from corresponding FY 1996 fees. As a result of this analysis, the FCC proposed establishing a ceiling of 25% on the increase in the revenue requirement of any service over and above the Congressionally mandated overall increase in the revenue requirement and after taking into consideration changes in payment unit counts.�


Because Congress, for FY 97, increased the FCC’s overall fee collection requirement, the FCC was required to collect substantially more than it collected in FY 1996. Nevertheless, capping each service's revenue requirement at no more than a 25% increase enabled the FCC to begin the process of realigning fees to account for differences in regulatory costs. The 25% increase was over and above the revenue which was required after adjusting for the projected FY 1997 payment units and the proportional share of the 21% increased in the amount that Congress requires the FCC to collect. Thus, FY 1997 fees increased by more than 25% over FY 1996 fees. Under this methodology, fees actually increased by as much as 40%.


An important consideration in establishing a revenue ceiling is the impact on other fee payers. Because the FCC was required to collect $152 million in FY 1997 regulatory fees, the additional revenue that would have been collected from classes of licensees subject to a revenue ceiling, ��
instead needs to be collected from licensees not subject to the ceiling. This results in a certain amount of cross-subsidization between fee payer classes.� The FCC asserted, however, that the public interest would best be served by adopting a revenue ceiling because, otherwise, several entities would be subjected to unexpected, substantial increases which could severely impact the economic well being of these licensees.


Regulation of interstate telephone service providers accounts for approximately 36% of all FCC costs. Therefore, any methodology which employs a subsidization feature, such as the FCC’s proposed revenue ceiling, will impact these regulatees to a greater extent than others, at least in the short term. As other fee payers' fees approach amounts that bring their revenues closer to their actual costs, as the FCC’s phased-in revenue ceiling technique would do, the amount of subsidization required of fee payers below their revenue ceilings (such as those common carriers providing interstate telephone service) will steadily decrease. Thus, in the long term, cross-subsidization will decrease and revenue requirements for all services will approach actual costs (assuming other factors, such as the total amount that Congress requires the FCC to collect, remain constant). 


The FCC adopted the 25% revenue ceiling as proposed. Application of the 25% ceiling was accomplished by choosing a "target" fee revenue requirement for each individual fee category. This "target" was either the actual calculated revenue requirement (for those categories at or below the 25% ceiling) or, in cases where the calculated revenue exceeded the ceiling, an amount equal to the ceiling. The shortfall created by reducing the revenue requirement of those whose revenue requirement exceeded the revenue ceiling was proportionately spread among those fee categories whose revenue requirements were below the ceiling. This computation required more than one round of adjustment because the allocation of this revenue, in a few instances, caused the new revenue requirement amount to exceed the 25% ceiling. After two iterations (rounds), all the revenue requirements were at or below the revenue ceiling.


10.5	Calculation Of Fees


Once the FCC determined the amount of fee revenue needed to be collected from each class of licensee, the FCC divided the individual revenue requirements by the number of associated payment units (and by the license term, if applicable, for "small" fees) to obtain actual fee amounts for each fee category. These calculated fee amounts were then rounded to an even amount.








____________





�  One feature of the cost accounting system is that it separately identifies direct and indirect costs. Direct costs include salary and expenses for  (a) staff directly assigned to the FCC’s operating Bureaus and performing regulatory activities and (b) staff assigned outside the operating Bureaus to the extent that their time is spent performing regulatory activities pertinent to an operating Bureau. These costs include rent, utilities and contractual costs attributable to such personnel. Indirect costs include support personnel assigned to overhead functions such as field and laboratory staff and certain staff assigned to the Office of Managing Director. The combining of direct and indirect costs is accomplished on a proportional basis among all fee categories.


�   Congress' estimate of costs to be recovered through regulatory fees is generally determined at least twelve months before the end of the fiscal year to which the fees actually apply. As such, year-end actual activity costs will not equal exactly the amount Congress designates for collection in a particular fiscal year. 


�  For example, the regulatory cost associated with the Aviation (Aircraft) service is $934,905. If no change were made to this service's FY 1996 regulatory fee ($3 per year), the total revenue collected from licensees in this service would be only $70,634 in FY 1997, a shortfall of $864,271. Application of the proposed 25% revenue ceiling to this service results in a capped revenue ceiling of $88,293 ($70,634 x 125%).  


�  Revenues from current fee payers already offset significant costs attributable to regulatees exempt from payment of a fee or otherwise not subject to a fee pursuant to Section 9(h) of the Act or the Commission's rules. For example, CB and ship radio station users, amateur radio licensees, governmental entities, licensees in the public safety radio services, and all non-profit groups are not required to pay a fee. The costs of regulating these entities are borne by those regulatees subject to a fee requirement. 





____________________
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