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September 28, 2009 

 
John J. Manfreda 
Administrator 
Alcohol and Tobacco Tax and Trade Bureau 
Department of the Treasury 
 
Subject: Alcohol and Tobacco Tax and Trade Bureau: Fiscal Year 2010 Proposed Licensing 
and Registration Fees Program  
 
Dear Mr. Manfreda:  
 
Over the last several weeks, we reviewed the President’s fiscal year 2010 budget request for 
the Alcohol and Tobacco Tax and Trade Bureau (TTB) to provide pertinent and timely 
information that the Congress could use during budget deliberations.  Our objectives were to 
(1) examine any programs with significant increases from the prior year and any significant 
unexpended balances and (2) review any new programs in the budget request.  To do our 
work, we compared prior and current year budget requests, reviewed key budget-related 
documents, and interviewed TTB officials.  Given the objectives and scope of this work, we 
conducted this work in accordance with all sections of GAO’s Quality Assurance Framework 
that are relevant to our objectives.  The framework requires that we plan and perform the 
engagement to obtain sufficient and appropriate evidence to meet our stated objectives and to 
discuss any limitations in our work.  We believe that the information and data obtained, and 
the analysis conducted, provide a reasonable basis for any findings and conclusions. 
 
Based on our review, we are not recommending any reductions, realignments, or restrictions 
to TTB’s fiscal year 2010 budget.  However, given our nation’s current fiscal challenges and 
the government’s need to make the most effective use of its limited resources, we provide the 
following comments on TTB’s legislative proposal for a licensing and registration fees 
program for alcohol businesses contained in the President’s fiscal year 2010 budget request, 
which may be useful to TTB and the Congress during fiscal year 2011 budget preparations 
and deliberations. We provided TTB an opportunity to provide its views on our work and 
have incorporated these views, where appropriate. 
 
Alternatives to an Annual Licensing and Registration Fee Program Exist 
 
The TTB legislative proposal would establish a permanent licensing and registration fee 
program to offset amounts appropriated from the general fund.  The Department of the 
Treasury’s congressional budget justification explains the legislative proposal as requiring 
entities in the alcohol business, including retail dealers in liquors and beer, wholesale dealers 



in liquors and beer, alcohol producers, and brewers, to pay an annual licensing and 
registration fee.  TTB would be responsible for implementing and administering this fee 
program.  Generally, the legislative proposal recommended fixed-dollar annual fees for 
alcohol retailers at $300, wholesalers at $500, and producers at $1,000. 
 
According to TTB officials, TTB included this proposal in its budget request after 
consultation with the Office of Management and Budget (OMB).  OMB maintained that 
TTB’s funding would, then, be in line with other regulatory agencies’ funding schemes.  If 
the Congress enacted the language proposed by TTB in the President’s budget request, the 
collection of these fees was expected to raise an estimated $80 million, or about three-fourths 
of TTB’s budget request for fiscal year 2010, and reduce amounts derived from the general 
fund.  In the next year, fiscal year 2011, collections from the alcohol industries were 
estimated to cover TTB’s entire costs, including the portion relating to the tobacco, firearms, 
and ammunition industries. 
 
OMB issued a July 15, 2009, statement of administration policy in which the administration 
urged the Congress to authorize TTB to collect licensing and registration fees from 
producers, wholesalers, and retailers of beverage alcohol.  Per the statement, funding TTB 
through fees would properly assign the cost of keeping consumers safe to those who profit 
from the sale of alcoholic beverages.  However, our analysis of this fee proposal left us with 
questions about the overall design. 
 
Alternative designs for TTB’s fee proposal exist.  A user-fee program can be designed to 
fund the portions of activities that provide benefits to identifiable users.  However, to achieve 
such a goal, user fees must be well designed.  TTB could use OMB and our report’s guidance 
to refine its proposal and develop user fees that (1) tie to TTB’s direct and indirect program 
costs of regulating alcohol, or (2) are set as percentages of some appropriate base, rather than 
fixed-dollar amounts, or that do both.1  (The GAO user-fee guide can be obtained through the 
hyperlink in footnote 1.)  Further, the guidance documents suggest that alternative fee 
designs could include one or more of the following: 
 

o setting the user fees to fund the proportions of TTB’s costs attributable to each 
industry type (i.e., alcohol, tobacco, and firearms); 

o making the fee a percentage of a base that measures a business’s size, such as sales; 
and  

o varying the fees proportionately if the costs vary by type of business.2  
 
When developing the fees, changes in consumer use may also need to be considered.  For 
example, if fees are set based on an anticipated level of sales of alcohol and there is a 
decrease or an increase in sales, the revenues available to fund TTB would change.  
Accordingly, fees should be reviewed biennially to assure that existing charges are adjusted 
to reflect unanticipated changes, and reserve funds should be established.   
 

                                                 
1GAO, Federal User Fees: A Design Guide, GAO-08-386SP (Washington, D.C.: May 29, 2008) 
(http://www.gao.gov/new.items/d08386sp.pdf downloaded on Sept. 3, 2009) and OMB Circular No. A-25 
Revised, Memorandum for Heads of Executive Departments and Establishments; Subject: User 

Charges (http://www.whitehouse.gov/omb/circulars/a025/a025.html downloaded on Sept. 3, 2009). 
2TTB management would need to determine if the costs involved in designing an alternative fee, as we 
note, would outweigh any benefits gained. 
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These are not intended to be an exhaustive list nor are the alternatives necessarily mutually 
exclusive—some could be combined, but they illustrate some alternatives that are consistent 
with OMB guidance and our work.3  Ultimately, decisions about how to fund an agency’s 
operations are a policy judgment for the Congress.  Consequently, this report does not make 
recommendations.  
 
In commenting on a draft of this report, TTB commented that the agency’s current licensing 
and registration fee program proposal already has many of the features consistent with those 
of a user fee program.  Among other things, TTB also expressed concern that too many of the 
agency’s activities do not lend themselves to a user fee program.  We agree that many of 
TTB's activities are not straightforward for a simple user fee and that developing a well 
designed user fee program can be difficult. We do not take a position on the decision to 
establish a user fee program or on what portion of TTB’s operations should be funded by the 
same.  However, should some type of a fee be imposed, our design guide can assist with 
many of the challenges TTB identified, such as questions about fee design and collection.  
The full text of TTB’s comments is reprinted in enclosure I.   
 

__________ 
 
We are sending copies of this report to appropriate congressional committees, the Secretary 
of the Treasury, the Director of OMB, and other interested parties.  In addition, the report 
will be available at no charge on the GAO Web site at http://www.gao.gov.   
 
If you or your staffs have any questions concerning the information discussed in this report, 
please contact me at (202) 512-9110 or whitej@gao.gov.  Contact points for our Offices of 
Congressional Relations and Public Affairs may be found on the last page of this report. 
GAO staff who made key contributions to this report are listed in enclosure II. 
  
Sincerely yours, 
 

James R. White 
Director, Tax Issues 
Strategic Issues Team 
 
Enclosures – 2  

                                                 
3See also GAO, Federal User Fees: Additional Analyses and Timely Reviews Could Improve 

Immigration and Naturalization User Fee Design and USCIS Operations, GAO-09-180 (Washington, 
D.C.: Jan. 23, 2009) for additional information on designing user fees. 

 GAO-09-1023R Alcohol and Tobacco Tax and Trade Page 3

http://www.gao.gov/
mailto:whitej@gao.gov
http://www.gao.gov/new.items/d09180.pdf


 
Enclosure I 

 

Comments from the Alcohol and Tobacco Tax and Trade Bureau 
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Enclosure II  

GAO Contact and Staff Acknowledgments 

 
 

GAO Contact 
 

James R. White, (202) 512-9110 or whitej@gao.gov 
 

Staff Acknowledgments 
 

In addition to the contact named above, Libby Mixon, 
Assistant Director; Amy Bowser; Bertha Dong; Carol Henn; 
Jacqueline M. Nowicki; Shellee Soliday; and Diana Zinkl 
made significant contributions to this report.  
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GAO’s Mission The Government Accountability Office, the audit, evaluation, and 
investigative arm of Congress, exists to support Congress in meeting its 
constitutional responsibilities and to help improve the performance and 
accountability of the federal government for the American people. GAO 
examines the use of public funds; evaluates federal programs and policies; 
and provides analyses, recommendations, and other assistance to help 
Congress make informed oversight, policy, and funding decisions. GAO’s 
commitment to good government is reflected in its core values of 
accountability, integrity, and reliability. 

The fastest and easiest way to obtain copies of GAO documents at no cost 
is through GAO’s Web site (www.gao.gov). Each weekday afternoon, GAO 
posts on its Web site newly released reports, testimony, and 
correspondence. To have GAO e-mail you a list of newly posted products, 
go to www.gao.gov and select “E-mail Updates.” 

Obtaining Copies of 
GAO Reports and 
Testimony 

Order by Phone The price of each GAO publication reflects GAO’s actual cost of 
production and distribution and depends on the number of pages in the 
publication and whether the publication is printed in color or black and 
white. Pricing and ordering information is posted on GAO’s Web site, 
http://www.gao.gov/ordering.htm.  

Place orders by calling (202) 512-6000, toll free (866) 801-7077, or  
TDD (202) 512-2537. 

Orders may be paid for using American Express, Discover Card, 
MasterCard, Visa, check, or money order. Call for additional information. 

Contact: 

Web site: www.gao.gov/fraudnet/fraudnet.htm 
E-mail: fraudnet@gao.gov 
Automated answering system: (800) 424-5454 or (202) 512-7470 

Ralph Dawn, Managing Director, dawnr@gao.gov, (202) 512-4400 
U.S. Government Accountability Office, 441 G Street NW, Room 7125 
Washington, DC 20548 

To Report Fraud, 
Waste, and Abuse in 
Federal Programs 

Congressional 
Relations 

Chuck Young, Managing Director, youngc1@gao.gov, (202) 512-4800 
U.S. Government Accountability Office, 441 G Street NW, Room 7149  
Washington, DC 20548 

Public Affairs 

http://www.gao.gov/
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mailto:dawnr@gao.gov
mailto:youngc1@gao.gov
http://www.gao.gov/ordering.htm


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting true
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions true
        /ConvertStrokesToOutlines false
        /ConvertTextToOutlines false
        /GradientResolution 300
        /LineArtTextResolution 1200
        /PresetName ([High Resolution])
        /PresetSelector /HighResolution
        /RasterVectorBalance 1
      >>
      /FormElements true
      /GenerateStructure true
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




