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COMPENSATION TODAY

Â Franchise Fees & PEG fees

Â Telecom taxes/fees

Â Right -of -way compensation
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FRANCHISE FEES

Â Rent for use of public rights -of -
way granted in the franchise 
agreement (can be cable, gas, 
electric or telephone)

Â A percentage of revenues as 
defined in the franchise 
agreement
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FRANCHISE FEES (cont.)

Â AT RISK - The revenue streams 
used to determine franchise 
fees for cable and telecom do 
not include Internet revenues or 
services provided over the 
Internet
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PEG FEES

Â Types of funding used:
ÅPercentage of revenues - typically 

the same revenues used to 
determine cable franchise fees ïAT 
RISK

ÅPer subscriber amounts ïAT RISK if 
you cannot identify subscribers 

ÅñFranchise-related costsò ïfixed 
amounts paid periodically over the 
term of the franchise
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TELECOM TAXES/FEES

Â Rent for use of rights -of -way 

Â Typically transactional revenues 
related to a percentage of 
revenues generated within the 
corporate boundaries of the city 
or county

Â AT RISK ïDoes not include 
Internet
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RIGHT-OF-FEES

Â Compensation for use of rights -of -
way 

Â Typically two types ï
ÅTransactional revenues related to a 

percentage of revenues generated 
from use of rights -of -way - AT RISK
ïDoes not include Internet

ÅPhysical usage fees (linear feet, 
cubic feet typical)
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RIGHT-OF-FEE ISSUES

Â Compensation may require rates 
set on costs (example Tennessee)  

Â Sec. 253 arguments ïcosts 
inhibit competition.
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SOLUTIONS

Â PEG Funding ïper subscriber 
rates as long as subs can be 
identified are safe from 
movement of services to Internet

Â Right -of -way usage fees set on 
physical usage


