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Abstract

Telecommunications business license fees are enormously important to telecommunications business regulation of every country.
This is due to the fact that the imposition of such fees will affect investment in a country’s telecommunications infrastructures.
However, the principle of fee calculation usually varies among countries because the knowledge concerning the principle of
telecommunications business license fee calculation has not been extensively publicized in the form of academic papers. This
hinders such knowledge from being enhanced as it should be. As a result, this academic paper features review of the study result
regarding the principle of telecommunications business license fee calculation adopted by regulators in various countries: Australia,
Hong Kong, Ireland, Canada, Singapore, United Kingdom, United States of America, France, and the Netherlands, etc. Here, the
contribution to this paper will result the development of such fee calculation to be more effective and bring about benefits to the
telecommunications industry of various countries in the future.
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I. INTRODUCTION

Generally, licensees have to pay annual telecommunications business license fees to regulators. Such collected fees are normally
used to cover the management costs of regulated businesses and other activities related to development of the country’s
telecommunications industry.

In order to follow the expense recognition principle, the license fee is determined to be paid annually based on actual expenses/
projects of the regulators which are actually run. As for the license fees which are expected to be at the same rate as the regulators’
expenses in such aforementioned cases, other regulators may monitor the expense recognition principle--with an aim of higher
than the rate of revenue derived from license fees--as merely the recognition of regulatory service revenues. However, the annual
fees collected from licensees are not directly related to the actual cost incurred from regulators [1].

There are three methods of expense recognition principles as follows:

A. Method of adjustable expense recognition

The license fee may become the regulator’s revenue so that regulatory expenses will be recognized. However, this particular license
fee is not based on the actual expenses incurred from regulators in each year, thus it is not based on the method of cost allocation
as well.

#. Method of full expenses recognition

The license fee may become the regulator’s revenue so that regulatory expenses will be fully recognized. This concerns allocation
of the overall cost to determine all costs related to telecommunications businesses and to fully allocate costs to such licensees
which will be recognized as license fees.

€. Method of partial expense recognition

The license fee may become the regulator’s revenue so that regulatory expenses will be recognized in the same pattern as those of
the aforementioned methods. This method concerns the allocation method related to telecommunications, though some costs will
be recognized by other means such as subsidies provided by the government.

There may be some executions of such full and partial expense recognition methods on the basis of previous budget consideration
or future budget estimation. As for previous budget consideration, the costs will be recognized retroactively (for example, they
will be based on the actual costs). On the contrary, for future budget estimation, the recognition of expenses will be based on
estimated costs. However, the license fee imposed from the budget is often allowed to be latterly adjusted so that recognition of
exorbitant or undercharged expenses will be adjusted. In such cases, the budget and actual cost difference has been latterly adjusted
to be suitable for the costs as follows:

The significances of fee imposition are to ensure that:

— There will be no collection of exorbitant license fees, since the burden of rising costs may be placed on consumers.
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— Collection of exorbitant license fees should be avoided because this may become a major obstacle to market entry and limit
competition in the market.
—  Collected license fees are enough to cover regulators’ business operation costs.
— The license fees which are fairly collected reflect the related scale of licenses.
For further understanding of the best practices for telecommunications license fee impaosition, the counselor will compare
regulators of 9 countries as shown in Table 1 [2].
Table - 1
Overall image of comparing license fee regulators
Regulator Country Licensing Method
ACMA Australia Partial Expense Recognition
OFCA Hong Kong | Adjustable Expense Recognition

ComReg Ireland Adjustable Expense Recognition
CRTC Canada Full Expense Recognition

IDA Singapore | Adjustable Expense Recognition
Ofcom UK Full Expense Recognition
FCC USA Full Expense Recognition

ARCEP France Adjustable Expense Recognition
ACM Netherlands Partial Expense Recognition
Such regulators shown in the table are selected as a comparative case because they regulate modern telecommunications markets
and gain international acceptance, both in terms of transparency and perfect combination of methods of license fee imposition
which provide a deep range of the data concerning Thailand. Most of the regulators regulate telecommunications and broadcasting
businesses as shown in Table 2. Therefore, they are the appropriate regulate for creating an understanding about license fee
imposition.

Table - 2
The compared foreign regulators which cover broadcasting businesses
Regulator (Country) Regulate or Do not Regulate Broadcasting Businesses

ARCEP (France)
ACM (The Netherlands)

As for the rest to be discussed in this topic, the counselor will propose license fee imposition methods. The analysis focuses on
two issues shown in Table 3 below.

ACMA (Australia) v
OFCA (Hong Kong) v
ComReg (Ireland) x
CRTC (Canada) v’
IDA (Singapore) x
Ofcom (UK) v
FCC (USA) v

X

v’

Table - 3

Analysis of fee imposition; only for licenses in the compared countries
—  Whether or not the regulatory cost is a major factor that imposes license fees
—  The cost driver to be used in allocating the license fee will be collected from each licensee
—  Flat rate or progressive rate for the license fee to be calculated from operators’ revenues
—  Fee exemption for a licensee with the revenue below the minimum level specified by regulators
—  Budget-based fee imposition or cost-based fee imposition
—  Preparation for adjustment in case there is collection of exorbitant or undercharged fees
License Fee Imposition Method | —  There should be regular revision for license fee imposition methods.

Revision —  Details about revision methods (such as public hearing)

License Fee Imposition Method

Il. TELECOMMUNICATIONS LICENSE FEE COLLECTION METHODS OF TELECOMMUNICATIONS REGULATORS

A. Australia

Regulations on the telecommunications industry in Australia can be divided into two parts of which the duties and responsibilities
can be shown below.

1) Australian Communications and Media Authority (ACMA)

The responsibilities of ACMA include granting a broadcasting and telecommunications business operation license, managing USO,
making telecommunications reports, building up consumers’ confidence, and equipping customers with knowledge.

1) Australian Competition & Consumer Commission (ACCC)

The responsibilities regarding telecommunications regulation of ACCC are different from those of ACMA. That is to say, in
enforcing the laws concerning fair competition under an Act on Fair Competition and Consumer Protection in Operating
Telecommunications Businesses, it can be noticed that law violation and fair competition resistance are similar to the results of
fair competition, in this case [3].
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In collecting telecommunications business license fees, ACMA will collect such fees annually from licensees so as to support
various activities of ACMA, ACCC, and Department of Communications. In controlling allocating telecommunications service
provision for licensees, there have been two regulators collaboratively regulate telecommunications businesses in Australia where
each of the regulators are responsible for its specific areas.

As for the recognition of the telecommunications regulatory expenses of Australian Communications and Media Authority
(ACMA), ACLA collects license fees in order to boost the fund for various activities of ACMA, ACCC, and Department of
Communications to control allocating telecommunications service provision for licensees.

In following the guidelines on expense recognition as the basis of ACLC’s imposition and the total fee collected from licensees
will be equal to the expenses expected to be incurred from various activities related to regulation and improvement of
telecommunications businesses. After that the details on the cost allocation methods adopted by ACMA and ACCC, affecting the
allocation of costs used as a major factor for ACLC’s imposition, will be presented.

The following formula is used in imposing the collected fees of ACL from each licensee.

MCA — 0TC) X ER
( ) TER

Where
MCA refers to the maximum amount of money collected (the maximum expense which can be recognized through ACLC).
OTC refers to other telecommunications expenses which are not covered and included in ACLC.

ER refers to the fair revenues of each service provider.
TER refers to all the fair revenues of every service provider.

As for MCA and OTC, there has been the stipulation about cost allocation and the collaboration to seek costs to be recognized

through ACLC. Here, the distribution of ACLA’s fees to each licensee will depend on the proportion of such licensee’s revenue.

Regarding the expected revenue, it refers to all of the net sales revenues incurred from telecommunications businesses after

deductions. The details on fair deduction of revenues are shown in Table 4 below.

Table - 4
Fee deduction approved by ACLC
List Explanation on fee reduction
Regulatory activities in
foreign countries
Service provision outside | —  Revenues from activities conducted outside Australia—only for the management which takes
Australia place and ends outside Australia

— Revenues from all regulatory activities taking place outside Australia

—  Revenues related to customers’ devices, including the revenues incurred from renting, selling,
installing, insuring, fixing or maintaining customers’ devices

— Revenues incurred from service provision contents, for example the revenues incurred from
broadcasting lists, service provision, broadcasting service subscription, etc.

— Revenues from exemption of base stations--normally referring to the base stations used for
broadcasting purposes

Customers’ devices

Service provision contents

Exempted base stations

Revenues from — Revenues from constructing, installing or maintaining telecommunications infrastructures,
infrastructures including the revenues from the management of such activities
Payments between —  The fee paid by a granted service provider for specified transportation services will be deducted
individuals to prevent double counting of fair revenues

Besides, the licensee who earns a fair starting/ net revenue or the revenue of lower than 25 million AUD during the quality time
will be considered the one who does not belong to the project, resulting in exemption from ACLC in that particular year.

ACMA determines ACLA based on the actual cost instead of the budget cost. The targeted amount of money is calculated from
the actual regulatory cost incurred in the previous budget year, and is also allocated in the same pattern to each licensee depending
on the fair revenue of the previous year. Here, ACMA has stated that the aim of using the actual cost to examine ACLA is to
“eliminate risks in acknowledging exorbitant or undercharged fee recognition in the telecommunications industry.”

ACMA has to prepare for the recognition of expenses every 5 years, including the fee to be charged from licensees through
ACLC. The last revision was undergone in 2011 by exchanging opinions to collect feedback concerning various changes which
may emerge from stakeholders in the industry. Here, there has been no announcement about any revision to be undergone in 2016

yet.
H. Hong Kong

The license fee imposed by OFCA will be paid to OFCAT Trading Fund, following the general principles of cost recognition. This
aims at generating the revenues which can be calculated with the expenses on regulators’ operation and debts, and can produce
reasonable returns in fixed assets. The rate of return from fixed assets refers to the total revenue divided by the average net fixed
asset, with the target rate determined by the financial secretary of Hong Kong. Such target rate will be determined on the basis of
capital asset pricing model which will evaluate the cost of budget on Trading Fund [4]. This rate will be revised every 5 years and
is currently determined at 6.7% per year--the latest change occurred in 2013.

OFCA has granted a license for UCLs since 2008 which covers every type of regulations on providing telecommunications
services, facilities--fixed line telephone, mobile telephone, and the combination of both. Nowadays, the frame for UCL’s license
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fees was determined in 2012 after considering the operation results of OFCA Trading Fund in the past and the financial forecast
for the next 5 years. Here, OFCA determined the amount of money and the structure of license fees by considering the current
financial status of PFCA Trading Fund and the need for capital in the next 5 years.

The annual license fee collected from UCL covers several elements include:

—  Flat-rate fee

—  Fee based on the number of customer connections

— Fee based on the number of allocated subscribers

— Fee based on the number of stations

— Fee on spectrum management based on the number of assigned spectra

As for elements ¢ and e, they will be discussed in the next topics which feature the numbers in each year and spectrum usage
fees. However, this particular topic will focus on elements a, b, and d where the summary of annual license fee for elements a, b,
and d is provided in Table 5.

Table -5
Overall image of annual fee elements of OFCA
Fee Element Explanation
Annual fee of 1,000,000 HKD for most licensees
Annual fee of 100,000 HKD collected from the licensee who offers the following services:
Stable external services
Non-terrestrial mobile phone services
Customers’ Annual fee of 700 HKD for the every 100 customer’s connection*
Connection Fees | The licensee who provides only external services and non-terrestrial mobile phone services will be exempted.
For the 1% to 50" base stations:
A fee of 1,000 HKD per a station
For the 51%t to 100™ base stations:
A fee of 500 HKD per a station
For the 101% base station and additional base stations:
A fee of 100 HKD per a station

An annual license fee will be paid when the license is granted. Also, when the maturity date of license granting comes in the
next year, the fee for customer’s device connection will be in line with the connection to customers specified by OFCA. In the
meantime, station devices will depend on the number of stations allowed by OFCA or those being on service.

Revision of license fees is executed by OFCA every year in order to assure that “the recognition of expenses on service provision
of OFTA (or OFCA at present) is in line with the principle of expense recognition”. In case it is required that the license fee has
to be adjusted, OFCA will put forward some suggestions about the changes that may arise at a proper time and be open to public
opinions and stakeholders in the industry before operation.

Fixed rate

Station fees

. Ireland

ComReg collects annual service fee for electronic communication from licensees in order to recognize regulatory expenses. Such
collection is based on the adjustable expense recognition method of which the collected money is not separated from the regulatory
cost incurred from ComReg.

General fee collection will be determined later (Ex-post) where the licensee makes payment through the budget with its related
turnover certified by his or her auditor. Here, the turnover related to licensees refers to the net telecommunications revenue
(excluding vat) with some allowed deductions: the revenues irrelevant to telecommunications as well as the revenues derived from
all of the services offered for foreign customers living outside the state. In case the turnover related to licensees is different from
the overall turnover, ComReg has to go into the details and declare deduction features in the financial budget certified by the
auditor. Here, such deduction will be evaluated from ComReg case by case. However, in case the financial budget is not ready,
annual fee collection will be reconciled with the paid amount of service fees, depending on estimation along with an appropriate
request for additional payments or the refund paid into a bank account on the next due date, with the current proportion of fee
collected from licensees at 0.2 percent out of the related turnover. Though the licensee who has the related turnover of lower than
5000,000 EUR will be exempted from paying license fee in that particular year, ComReg views that the objective of applying such
method is to “share the burden equally among operators and related service providers”. Likewise, it also becomes the method for
lowering the risk from collecting excessive regulatory fees which is considered the obstacle for new operators.

Table - 6
Revenues and expenses of ComReg concerning electronic communications
Revenue/ Expense Year 2011 | Year 2012 | Year 2013
Revenues from electronic communications 8.8 8.4 7.5
Expenses of ComReg on electronic communications 115 10.8 11.6
(Deficit)/ Operating surpluses (2.8) (2.4) (4.1)

The current service fee has remained at the same rate since 1997. Moreover, there has never been any revision processes to
consider whether the structure of service rates must be improved or not. However, there used to be a revision of service fee
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collection undertaken in the year 2,000 along with the establishment of ComReg which determined the constant rate of service
fees at 0.2 percent, with exemption for any licensees with the related turnover of lower than 500,000 EUR. Generally, merely
collection of electronic communications is not enough for the related expense concerning electronic communications of ComReg
as presented in Table 6. Under the Communications Regulation Act, if the collection of electronic communication fees yield the
surplus higher than related expenses (for example, the expenses concerning regulation of electronic communications), the surplus
will be managed as that shown in Table 6. Here, ComReg will recognized this amount of money to be deducted from the fee
collected in the next year or the licensee may ask for the refund based on the collected proportion. Besides, ComReg also has other
sources of revenue such as fees from other types of licenses (e.g. radio spectrum licensing fees) as well as revenues from spectrum
brands. Regarding to this, ComReg has paid for the excessive expenses through the overall additional revenues incurred in the
three years of operation.

£). Canada

The licensees in Canada have to be responsible for paying annual license fees only if they earn the revenue from providing
telecommunications services in the previous fiscal year of at least 10 million CAD. The expense recognition principle will be used
in regulating the cost incurred from CRTC, which will be calculated through annual license fees covering the following elements:
—  The overall telecommunications costs of CRTC

—  The equal share of burden on CRTC’s regulatory costs of telecommunications-related activities

—  Other costs related to telecommunications activities of CRTC

Such costs will be recognized through license fees. Here, each of the licensees will be asked to pay money based on the
proportion of fair revenues which refers to the revenues incurred from providing telecommunications businesses.

Deductions may include:

— Revenues incurred from non-Canadian customers

— Revenues which are not incurred from telecommunications service fees

—  The subsidy which has already been received

— Payments made among service providers

— Revenues incurred from providing small and medium Internet services

— Revenues incurred from providing the service for small and medium page loading

— Revenues incurred form terminal devices

— Revenues that are not the subsidy deducted from appropriate and non-appropriate revenues

The sum of such costs will be calculated from each licensee depending on his or her appropriate revenues. This is considered
the sum of all appropriate revenues of all telecommunications licensees.

The imposition of an annual license fee will depend on the approximation of telecommunications regulatory costs published in
the expenditure plan of CRTC. The adjustment of annual fees will be undertaken to reconcile the estimated cost with the actual
cost. Here, a bill will be issued in the next year for the excess money to be paid back or any deficient money to be further collected
from licensees. The imposition of fees for each licensee will depend on one’s previous revenues. For example, the fees on all
licenses to be collected in the X year will depend on the regulatory cost of CRTC in that year, but such costs will be allocated to
each licensee based on the revenue in the (X-1) year of such individual. This may be considered a fairness issue related to annual
fees in case the revenue of the licensee in each year greatly fluctuates.

Though there has been no revision concerning the regulation on telecommunications fees of CRTC, the stakeholders in the
industry will be allowed to request for improvement of the telecommunications fee system based on the method for considering
telecommunications regulations. The existing fee structure will be determined after revision, in case it is requested by 2 licensees
(Aliant Telecom and Bell Canada) in 2006 to “ask for improvement of the current telecommunications fee regulation and,
especially, the principles for fee imposition and telecommunications service fee collection”[5]. Initially, only the service providers
in Canada carry the burden of service fees. However, this revision resulted in expansion of the fee-payer base through gathering
every telecommunications service provider with the revenue of higher than the minimum revenue determined.

E. Singapore

IDA is the license fee collector because it needs to recognize the limitation on regulation and acknowledge the activities concerning
industry development. Therefore, the principle of expense recognition is not used in determining the rate of license fee payment
under the IDA’s frame of license granting. Telecommunications licenses can be classified into two major types, with the difference
depending on whether the licensees intend to apply telecommunications infrastructures or not. Such licenses will be classified into
types as follows:

1) Facility-base Operators (FBOS)

Such service providers assemble any forms of telecommunications networks, systems, and facilities to offer telecommunications
line switching or telecommunications services for other telecommunications operators who receive a grant for business operation
or consumers.
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1) Service-base Operators (SBOs)

Such service providers have the objective of renting components of telecommunications networks such as the competence in
sending signals, line switching service, lines and fibers from FBO, as allowed by IDA to provide services for the individuals who
can resell telecommunications services of FOB.

The license fee for the two types of license will be imposed based on the Annual Gross Turnover (AGTO) of licensees which is
the “fair annual value of the return which gains or is receivable from the allowed activities.” The licensee will have to deliver
AGTO audited by a certified auditor to IDA. Here, such budget will be used in license fee imposition.

General license fees are related to two elements: fixed-rate fees for AGTO up to 50 million SKD and variable fees for AGTO
rising over 50 million SKD. The overall image of license fees calculated with the licenses of FBO and SBO will be shown in Table
7.

Table -7
IDA’s structure of license fee collection
License Type AGTO’s Spectrum Band License Fee
50 million SKD for the first AGTO 80,000 SKD for non-public telecommunications licenses (PTLs)
Licenses of the FBO type — 200,000 SKD for PTLs
50 — 100 million SKD for the next AGTOs 0.8% of AGTO
Over 100 million SKD in AGTO 1% of AGTO
50 million SKD for the first AGTO 4,000 SKD
Licenses of the SBO type | 50 — 100 million SKD for the next AGTOs 0.5% of AGTO
Over 100 million SKD in AGTO 0.8% of AGTO

FBO licensees will be exempted from such the aforementioned fee structure in case they have a telecommunications network
for the purpose of merely broadcasting or providing satellite uplink or downlink for the purpose of merely broadcasting. Such
licensees will be collected annual fixed-rate fees at 5,000 SKD without taking AGTO into consideration.

The license fee will be imposed later (Ex-ante) where licensee must pay the fee on the first day of his or her fiscal year, depending
on the last audit of the licensee under the minimum payment criteria (for example, 80,000 SKD for FBOs and 4,000 SKD for
SBOs). The payment may be adjustable in case there is the latest audit. Though there is no concrete revision process for the license
fee collected from telecommunications licensees, IDA specified that the revision of regulatory scale has been undergone regularly,
including the structure of regulatory fees, to “ensure that they are interrelated by considering trends and market development”[6].
The existing system of license fees was developed in 2011 after such revision had already been undergone successfully. Now, it
has already been 10 years since the latest revision of license fees in 2011.

F. The United Kingdom

The telecommunications licensee pays an annual license fee in case the related turnover is over 5 million GBP or higher. Such

related turnover refers to the overall turnover produced from related activities. As for the telecommunications licensee, it may

cover the following elements:

— Regulations on providing electronic communication services for the third party

— Regulations on electronic communication networks, electronic communication services, and access to the network of
communication service providers

— Provision of facilities related to communication service providers

The license fee will be imposed based on the table showing rates of service fees regularly publicized by Ofcom every year. Such
rates will be divided into the spectrum bands varying in their related turnover and the lower group of each spectrum band used in
imposing license fees at percentage in the fixed rate. Example service provision rates in 2014 and 2015 of Ofcom for the network
and service licensees shown in Table 8, which can be calculated at 0.0855 percent of the related turnover, have been used. Here,
Ofcom adopted the minimum revenue criterion at 5 million GBP, where any licensees whose related turnover is lower than this
amount will be exempted from being collected license fees in that particular year.

According to Ofcom’s structure of service fees, the licensees whose related turnover is different from that of others but are of
the same charging band will be collected the license fees at the same rate. This affects the licensees of the higher charging bands
to pay for the percentage of which the efficiency is lower than those who are in the lower group of the same group. Therefore,
some licensees have to pay the regulatory fee at the unfair proportion compared with their scale and market positions. Regarding
to this, Ofcom reflected the acknowledgement of problems arising from giving counsels in 2014 as well as suggested that the
collection of spectrum band fees must be revoked and replaced with adoption of one-time flat rate for the related turnover.

Table - 8
Table showing the rates of network and service fees for the years 2014 — 2015

Fee Collecting Spectrum Bands (GBP)
Lower Group Upper Group Related Turnover Fee
0 5 million GBP 0 -
5 million GBP 10 million GBP 5 million GBP 4,275 GBP
10 million GBP 25 million GBP 10 million GBP 8,550 GBP
25 million GBP 50 million GBP 25 million GBP 21,375 GBP
50 million GBP 75 million GBP 50 million GBP 42,750 GBP
75 million GBP 100 million GBP | 75 million GBP 64,125 GBP
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100 million GBP | 150 million GBP | 100 million GBP 85,500 GBP
150 million GBP 200 million GBP | 150 million GBP 128,250 GBP
200 million GBP 300 million GBP | 200 million GBP 171,000 GBP
300 million GBP | 400 million GBP | 300 million GBP 256,500 GBP
400 million GBP | 500 million GBP | 400 million GBP 342,000 GBP
500 million GBP | 600 million GBP | 500 million GBP 427,500 GBP
600 million GBP 750 million GBP | 600 million GBP 513,000 GBP
750 million GBP 1 billion GBP 750 million GBP 641,250 GBP
Above 1,000 billion GBP Actual turnover | 0.0855% of the turnover

The annual license fee will be imposed based on the level of expenses which Ofcom planned at a higher amount than the actual
cost of that year. The recognition of deficient or excess actual costs will be adjusted later through the annual license fee so as to
allocate the financial cost of each year (April 1 — March 31) to each licensee. Here, Ofcom uses the data on related turnover revised
back for 2 calendar years. For example, the license fee calculated for the installment of April 1, 2013 — March 31, 2014 was
allocated to each licensee based on the related turnover produced in the calendar year of 2011. This may be an issue related to
fairness of annual license fees, in case the revenue of licensees is changing significantly compared to the per-year revenue.

Ofcom doesn’t have any constant revision methods to impose the license fee and has to conduct public hearing before making
any changes. As for the public hearing conducted in 2014, 10 years after the latest budget adjustment had been conducted, it did
not lead to any changes. However, Ofcom did take important issues into consideration including:

— The possibility of replacing charging bands with the one-time payment rate to maintain the related turnover

—  Consider whether adjustment of collecting the current minimum revenue at 5 million GBP is necessary

—  Consider whether the common method for allocating revenues of licensees to various businesses (such as network businesses
or service and broadcasting businesses) should be adopt

r. United States of America

The regulatory fee collected by FCC is in line with the expense recognition principle where FCC has been allocated money from
the Congress in the form of annual expense. Here, FCC tries to recognize 100% of such allocation through the fee of each license
type depending on the FTEs’ estimated proportion of the FCC, which is responsible for regulating the licensees of such license
type.

Including the methods for calculating the number of FTEs for the regulatory fee of each type used in auditing the fee which
will be collected from licensees of each license type.

After imposing all of the regulatory fees collected from each license type, such fees will be allocated to every licensee of that
particular license type, based on the selected objective measure. The methods will vary depending on license types, the quality of
revenue-incurred, the state of membership, or the number of licenses which are generally used. For example, the amount of all fees
to be collected as regulatory fees will be divided by the total amount of the selected objective measure (such as the total revenue,
the state of membership, or the license which is owned by the licensee of that license type). This will impose the rate of fees which
will be used in determining the calculation of all license fees incurred from each of the licensees.

The data on the objective measure used in calculating each type of fees are based on the assembler of sources, including the
data base on FCC’s licensees, payment records of the previous year, and industry forecast. The documents of licensees will become
another factor used in fee imposition, though such documents will vary in terms of types. For example, the data on Commercial
Mobile Radio Services (CMRS) which the licensee gains from the report on Numbering Resource Utilization and Forecast are
delivered every 6 months while the data on Internet Telephony Service Providers (ITSPs) gaining from Telecommunications
Reporting Worksheet (Form 499-Q) are delivered every quarter.

The overall image of license fees collected from several types of FCC’s telecommunications regulatory fees is shown in Table
9.

Table - 9
Telecommunications license regulatory fees of FCC in 2014

Rate of payment unit
of the fiscal year 2014

0.18 USD per unit

Fee type Source of data used in estimating payment unit Payment unit

Mobile service Report on data estimation of the fiscal year 2013 of the The number of subscribed

of CMRS Office of Non-network Telecommunications numbers/ subscribers
Paging service Report on data estimation of the fiscal year 2013 of the The number of subscribed 0.18 USD per unit
of CMRS Office of Non-network Telecommunications numbers/ subscribers '
Revenue estimation of Office of Networking
ITSP service Telecommunications Competition Regulation, based on the Revenue? 0.00343 USD

money record submitted to FCC through Form 499-Q

There has been the proposition of minimum regulatory fee where the licensee will be exempted from paying license fees in case
the burden of total contingent fees is equal to 10 USD or lower in that particular year. Here, FCC determined that the minimum
rate is too low to be beneficial for smallest sectors. Therefore, it has expanded the minimum rate to 500 USD since the fiscal year
of 2015.

Al rights reserved by www.ijirst.org 159



A Study on Telecommunications Business License Fees in various Countries
(1JIRST/ Volume 4 / Issue 1/ 026)

The annual license fee collected by FCC will be based on the budget allocated from the Congress which determines the objectives
of all regulatory costs. Furthermore, FCC also mostly relies on the payment unit of the previous fiscal year to calculate the
regulatory fee which each licensee has to pay by adjusting the price of payment unit for the current fiscal year. For example, the
license fee of the fiscal year 2014 will be calculated through approximating the payment unit for that particular fiscal year by
relying on the payment unit of the fiscal year 2013. Such approximation aims at considering the different variables which may
cause fluctuation in the payment unit every year. This may be caused from economic reasons, technical reasons or others.

While FCC determines the objective of regulatory fees, various factors may bring about exorbitant or undercharged fees. As for
the use of fundamental data to impose the rate of fees, late payment, rebate, and bankruptcy for the duration of 10 years (since
2002 — 2014), FCC has incurred the revenue from collection of 2% higher than the imposed amount at average, depending on the
annual budget allocated from the Congress. However, since 2008, FCC has been forbidden from collecting excessive fees without
the budget being allocated from the Congress in order to prevent offset. For the collection of regulatory fees in the next year, FCC,
the Government Accountability Office as well as stakeholders in the industry has taken this issue into consideration. However,
there has been no change made currently. The license fee that FCC collects has been directly affected from the budget allocation
method. The current revision process of cost allocation will concerns the improvement of annual FTE calculation and the revision
of FTEs allocation in every 2 years (direct costs vs indirect costs).

#. France

ARCEP determined to collect annual regulatory fees from licensees in order to cover all the costs incurred from operation, based
on the Code of Post and Electronic Communications in France. However, the fees will generally be constant and won’t depend on
the annual actual fees caused from ARCEO which will vary in each year.

Generally, the annual regulatory fee for licensees is at 20,000 EUR. In some special cases, if the licensee’s annual turnover is
lower than 2 million EUR or in case the licensee is trying electronic communication activities, the overall image of management
fees to be collected from such licensee will depend on the licensee’s revenue as shown in Table 10.

Table - 10
Overall image of major cases of regulatory fee imposition
Situation Annual Regulatory Fee
General situation 20,000 EUR
Turnover of between 1 — 2 million EUR (Turnover/ 50) — 20,000 EUR
Turnover lower than <1 million EUR Exempted
The licensee tries electronic communication activities. 3-year exempted
Table - 11
Overall image of special criteria when imposing regulatory fees
Criterion Effect on License Fee

Operators’ activities will be limited for the foreign areas of France or within metropolitan areas | The regulatory fee will decrease by half
Consider whether the operators have significant market power (SMP) and the turnover of over The regulatory fee will increase by four
800 million EUR times
Moreover, the annual management fee may increase or decrease in case it is in line with the assured criteria, but there isn’t any
revision process related to the annual management fee which ARCEP will collect from licensees. This information will be shown
in Table 11.

I. Netherlands

The Authority of Consumers and Markets (ACM) recognized some expenses through the fees collected from market participants

which involve such telecommunications activities. According to ACM, fees can be classified into the following types:

1) The expense recognition fee concerning telecommunications regulations which excludes the ones concerning numbering plan
management (which refers to license fees).

2) The expense recognition fee concerning numbering plan management.

It should be noticed that ACM will not be responsible for spectrum brand management, which is regularly regulated by
Agentschap Telecom (AT). Also, the expenses will be separately calculated from ACM’s regulatory fees which will be explained
in the next topic highlighting annual spectrum brand fees.

The authorized officer will collect annual license fees from telecommunications licensees based on the Act on Establishment of
Authority for Consumers and Markets which passed the bill in 2013. Such law authorizes ACM to recognize expenses by collecting
regulatory fees from market participants, whereas it also prevents collection of fees over all the incurred costs. The similar
mechanism for expense recognition had been previously proposed by Netherlands Independent Post and Telecommunications
Competition Authority (OPTA), which had been established before ACM. Technically, it helps in recognition of full-scale
expenses (both direct and indirect costs). Here, the policy of ACM is to maintain the cost market at the level of around 1/3 to 2/3,
where the government has given support to all the activities. Consequently, the Act reveals the types of costs which are not included
in the expenses.

The ACM collects the license fee based on the actual costs as published in the annual report. As a consequence, the license fee
is generally revised every year and the money is collected through retroactive billing. Here, retroactive license billing depends on
the actual cost incurred. There is no risk caused from recognizing too much or too less expenses. The actual costs of ACM will be
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recognized by using the revenue data from the license fees of market participants as a driver for budget allocation. In order to
impose the license fee of each operator in the market, ACM uses the revenue data of market participants in the previous year before
the year when ACM carried costs. In other words, in order to impose the expenses that can be recognized from each market
participant in 2015 for the costs related to the activities undertaken in 2014, ACM used the revenue data on market participants of
the year 2013.

As the important data have been collected, ACM will propose the recognizable fees to the Ministry of Economic Affairs which
will publicize the amount of money to be recognized from market participants in the form of market participants’ percentage of
revenue. The formula to be used in yielding the percentage of revenue collected from market participants is as follows:

LFP =<5
TER

Where
1) LFP refers to the license fee percentage or the percentage of market participants’ fair revenues which is paid (to partially

cover) the cost of ACM.

2) CC is part of ACM’s costs relating to telecommunications business regulation (excluded the expense related to numbering
plan management) with the aim of recognizing the expenses from operators in the market. Such ACM policy will take 1/3 of
the related costs.

3) TER refers to all of the appropriate revenues which is the sum of the appropriate revenues of each market participant (IER)

Therefore, license fees (LF) of each market participant can be calculated using the following formula:
LF =LFP x IER
Appropriate revenues comprise the net revenue of market participants subtracted by tax and the range of other deductions. The
data on such allowed deductions are shown in Table 12 as follows:
Table - 12
Acceptable reduction of license fees
List Details on Fee Deduction
Any revenues irrelevant to the regulations on the provision of electronic
communication services in public areas or any revenues irrelevant to the regulations
on electronic communication networks in public areas and related facilities such as:
The sales of contents through premium numbers or SMS (e.g. horoscope contents)
Revenues from devices (e.g. revenues from headsets)
Revenues from the service of websites
Revenues from the fees of which the competency in legal restraint is maintained
Revenue from broadcasting (e.g. IPTV)
Revenues from resale activities without any Revenues related to the distribution to a service provided by other market participants
direct relationships with the customers without any direct relationships between the market participant and the customer

Previously, there is ACM’s condition to lessen the burden of regulation for minor market participants which can be classified

into three different types. When there is collection of license fees, the market participants with the revenue of lower than 2 million

EUR will be exempted from paying license fees, whereas the market participants with the revenue of between 2 million EUR and

20 million EUR will pay the license fee at a fixed rate. Especially the operator with the fair revenue of over 20 million EUR, they

will be asked to pay the license fee based on the fixed percentage of fair revenues.

ACM has revised this method and still maintain merely the fair revenue of 2 million EUR in order to reduce extremely small
market participant’s burden of regulatory costs. As for the market participants with the fair revenue of over 2 million EUR, ACM
will use the flat rate, where all of the market participants will make payment at the same rate of percentage of the fair revenues.

Generally, market participants will be asked to support the disclosure of revenue data and the audited annual budget. However,
ACM realizes that the regulations on delivering revenue data are quite a heavy burden for small market participants. Therefore,
the market participants with the appropriate revenue of lower than 8.8 EUR will be exempted from delivering audited financial
budgets but have to fill in a form to declare the appropriate revenues to ACM.

Non-telecommunications Revenue

I1l. SUMMARY

From the various methods which the counselor identified from making comparison, the counselor has now trying to point out

positive and negative aspects concerning each method including [7]:

— Cost-based fees—whether the incurred regulation cost imposes all the fees to be collected

— Major allocation drivers—how is the license fee for each licensee imposed?

— Aggregation of wholesale revenues—whether the definition of the regulator’s fair revenue includes the whole sale revenue

— Flat and compression rates for the license fee relying on the revenue—whether the collected rate varies depending on the
licensee’s revenue

— Proposition of revenues/ minimum fees—whether there is exemption for the licensee with the revenue of lower than the
specified amount or the burden of less fee payment

— Cost-based budget and fees—does the imposed license fee depend on budget or actual costs?

— s the adjust amount of money to be collected exorbitant or undercharged?—whether there is price adjustment to provide
compensation
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A. Cost-Based Fees

According to the analysis of regulator-concerned counselors, the compared methods of cost-based license fee imposition include
the ones used in the western markets of Australia, Canada, UK, and USA. This method first involves the imposition of costs
incurred from telecommunications regulation, then, it will involve the recognition of such expenses through licensees’ fees.
Initially, such costs refer to the actual costs incurred from regulators and may include the costs from the subsidy of ITU’s budget
paid by the government, the subvention for the purposes of education and telecommunications research, development of the
procedures for consumer protection and for telecommunications services or other activities related to telecommunication industry
development.

On the contrary, other regulators may adopt the expense recognition principles but it is not in line with the cost-based method
of imposing the amount of due expenses. This means that while the collected license fee is used in covering regulatory costs and
developing regulated industries respectively, the license fee imposition criteria are not related to the actual costs varying in each
year. In practical, regulators will adopt the previous year’s cost criteria in imposing the license fee of each year at the same rate in
the next following years. These criteria can be applied in case the regulatory cost doesn’t change significantly year by year, bringing
about subsidies between businesses (such as telecommunications, broadcasting, and television businesses). There is a trend that
regulation costs will vary all the time. Moreover, the differences between cost and non-cost elements may not be in line with the
law doctrine in imposing the cost-based fee.

The positive aspects of the cost-based method are to relieve the collection of exorbitant fees from licensees and to be on the
basis of principles and reasons. That is to say, the licensees should carry the burden of actual costs incurred in regulating their
activities. The decreasing trend of exorbitant fee collection will lessen the chance of collecting additional fees from consumers
which will improve the competency in money spending and telecommunications access.

However, the biggest obstacle for such system is that efficient allocation system has to be created to ensure that the costs
recognized from license fees are imposed fairly and accurately. The creation of such system tends to require both time and resource
investment, which may be economical in case it is not calculated on the cost basis. Besides, taking the details on cost allocation to
impose license fees into consideration can result in a fairy high fee for small operators because the control of resources was
undergone for the licensees, which may be similar to an appointment of controllers. Therefore, regulators generally reduce the rate
of fees by calculating the fees from the turnover of which its minimum level identified. The small operators are exempted from
paying regulation costs as a consequence.

#. Major Allocation Drivers

For every compared regulator, the license fee is generally imposed from licensees’ annual turnover or the number of subscribers.
Such measure will help regulators picture the related scale between licensees when imposing the license fee where big operators
gaining higher revenues or having a larger number of subscribers will have to take responsibilities for the rising quantum cost.

As for the regulators adopting the cost-based method in imposing license fees, they will adopt the same method which all the
recognized expenses will be allocated to each operator based on the objective measure clinging to the proportional scale of each
operator. This measure is based on the annual revenue or the number of licensees. For example, ACMA allocates all the recognized
costs as fees for each licensee depending on the proportion of licensee’s fair revenues. On the other hand, the costs may be indirectly
allocated such as in the UK where Ofcom impose the rate of license fees as percentage of the fair revenue by dividing all the costs
to be recognized from approximating the fair revenues from every licensee. Here, the licensees will pay the annual license fee
based on such percentage rate and the fair revenue of that particular year.

As for other regulators which do not adopt the cost-based method in imposing license fees, the rate of license fee will depend
on the fair revenue or the number of subscribers, which is considered a general imposition. However, such rate is fixed without
any relationships with the cost incurred from regulation. For example, Comreg in Ireland imposed the annual fee at 0.2 percent of
the value of fair turnover.

The benefit of the first method is that the collection of fees from licensees will be imposed fairly and in line with the close
expense recognition principle compared to the second methods, where there is no relationship with the actual cost incurred from
regulators but presenting benefits for licensees in the aspect of fixed-rate license fees. This is considered beneficial for licensees’
business planning and decision making.

. Assembler of wholesale revenues

The regulators which use revenues as the driver for cost allocation to impose license fees may differ in definitions concerning the
related turnover used in calculating the amount of money that each operator has to pay. One of the major differences concerning
the definition is that whether the related turnover includes the wholesale revenue incurred from other service providers holding a
license or not. Regarding every compared regulator, the proportion of regulators with the revenues incurred from wholesale will
be equal to the proportion of regulators which collect license fees according to the cost base. That is, the excluding of wholesale
revenues may be a fairer approach to license fee evaluation because it helps prevent double counting of revenues which may cause
unfair proportion of fees.
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£, Fixed and compression rates

The regulators which impose license fees through setting up per-unit price (such as revenue per dollar or subscriber) may adopt
the fixed rate or the compression rate system. The fixed-rate system refers to the rate determined by the regulators which are not
different in terms of license’s scale, whereas the compression rate system refers to the case where the rate may vary depending on
the scale of licensees.

In every compared market, most regulators adopt the fixed-rate system other than IDA in Singapore which adopts the percentage
rate per dollar in collecting fees from increasing revenues. If the licensee meets the minimum requirement, such license fee structure
will affect major operators (in terms of revenues incurred from the market), receive a more efficient fee rate, and may relieve the
modest financial effect for small operators in the aspect of regulation fees.

E. Proposition of revenues/ minimum fees

Most of the compared regulators impose the minimum fee criterion to impose license fees. The operators with the revenue of lower
than the determined minimum criterion will be exempted from paying the license fee of that particular year. However, FFCC has
made some changes to that method. That is to say, instead of determining the minimum revenue criterion, the minimum regulatory
fee criterion is determined for the licensees who will be exempted from paying the fee of that particular year.

The general objective of minimum revenue criterion determination is to reduce the effect of regulatory fee which is considered
an obstacle of new entrants and to promote market competition.

F. Budgets and cost-based fee imposition

The license fee may be imposed as follows:
— Expense budgets: initial figures such as forecast of licensees’ revenues or planned expenses
— Actual costs: the actual figure that will impose the fee for licensees

Regulators make comparison and adopt both of the methods without any strict standards. In the meantime, ACMA has given a
reason concerning the imposition of fees after making interference before the problem was caused, and found that it depended on
the actual cost because such execution “eliminate the risk of recognizing exorbitant or undercharged expenses from the
telecommunications industry”. However, such sector should have adequate budget to promote its operation.

fx. Adjustment to exorbitant or undercharge collection

What involves the adoption of budgeting or cost-based fee calculation methods is that whether regulators have adjusted the account
for collecting exorbitant or undercharged license fees or not. This relates to the regulators which made some interference before
the problem of fee imposition arises because the fee is likely to be imposed from forecast and estimation of figures instead of actual
figures. Previously, it is considered normal that regulators make comparison and adjust every figure, if possible. This is to ensure
that licensees will pay fees at the fair and accurate amount. In other words, the request for collecting excess or deficient fees will
be considered afterwards, no matter in the form of rebate transferred into a bank account or request for making additional payment.

It is exempted for FCC that the excess amount of the fees paid cannot be set off against the fee of the next year, excepted there
is an allocation authorized by the Congress. However, FCC and the federal accounting office have raised this issue into
consideration and may make some changes to it in the near future.

#1. License fees as percentage out of industry revenues

Apart from studying the methods of telecommunications license imposition, the comparison of license fees (calculated as
percentage of the turnover) can point out the related scale between the license fees to be collected from the compared regulators.
Table 13 shows the comparison of license fee rates (license fee rates refer to the percentage of related turnover) of the compared
regulators. However, there are some compared foreign regulators are not included here because the absence of some data or the
license fees are not calculated as the percentage of annual turnover.
Table - 13
The comparison of license fee rates

Regulator(country) Telecommunications fee Averaged license fee Remark
(USD) (% of the turnover)
NBTC(Thailand) 8.6 billion USD 1.50% Calculated from license fees_and telecommunications business
) ) operation revenues
ACMA (Australia) 36.8 billion USD 0.09% Revenue from telecommunications
ComReg(Ireland) 4.3 billion USD 0.20% Telecommunications tax rates
.- Calculated on the basis of telecommunications, fees, collection
CRTC (Canada) 41.6 billion USD 0.059% and estimation of telecommunications fair revenues
Ofcom (UK) 50.4 billion USD 0.0855% Networks and rates of license fees and service provision
FCC (USA) 614.4 billion USD 0.00343% Regulatory costs between gqver_nmental operators providing
) ) telecommunications services®
ACM(Netherlands) 14.4 billion USD 0.04053% Rates of public electronic communication license fees
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On the comparative basis, the rates of license fees will vary ranged from 0.003 — 0.20 of the value of related turnover. Generally,
the rate of license fees collected from regulators in a big market will be lower than that collected from a small market which may
stem from economic of scale. Here, some fixed costs of regulators can spread through the big base. For example, the license fee
rate at 0.00343 percent for the providers of telecommunications services between states in USA will be lower than 0.2 percent of
that collected in Ireland which is considered a much smaller market. Therefore, it is forecasted that the rate of license fees collected
from regulators will become lower as the market grows.
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