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1st Scenario: Implement the programme as shown in Table 1
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-

                       

 

 315.0

         

 

2nd Scenario: Reserve to be maintained at 3 per cent

6 189.1

               

 

6 189.1

               

 

 318.5

         

 

3rd Scenario: + UMACs on the overall programme activities

12 234.3

             

 

18 423.4

             

 

 325.5

         

 

4th Scenario: + UMACs BMF and ICT fund

13 000.0

             

 

31 423.4

             

 

 332.8

         

 

5th Scenario: + Estimated anticipated salary/price increases*

43 835.4

             

 

75 258.8

             

 

 357.7

         

 

6th Scenario: + Exchange rate at US$1 = CHF 1.5 (over CHF 701.9M)

(15 041.1)

           

 

60 217.8

             

 

 349.2

         

 

*Including the effect in 2002-2003 of CHF 6.6 million
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DRAFT FINANCIAL PLAN 2004-2007

I
Introduction
1.
The Plenipotentiary Conference establishes the basis for the budget in light of the policy and strategic planning of the Union and the related financial limits for the period covering the two subsequent biennial budget periods, taking into account the amount of the contributory unit provisionally set by the Council on the basis of the draft financial plan.

2.
In accordance with Article 28 of the Constitution and Article 33 of the Convention pertaining to the finances of the Union, and the provisions of Decision 5 (Minneapolis, 1998) concerning the expenditure of the Union for the period 2000 to 2003, the Secretary General submitted to Council 2002, the draft financial plan for the period 2004-2007
.

3.
The Report was complemented by the Note by the Secretary-General
, outlining the proposed basis for the draft financial plan, reflecting the definitions of the financial plan
 and the guidelines for the preparation of the financial plan
 established by the Council.

4.
Subsequently, at its fifteenth plenary meeting, by Resolution 1197, the Council decided to establish the provisional amount of the contributory unit at the level of CHF 315 000 to serve as a basis for further review and discussion. Resolution 1197 provided that: (a) the Plenipotentiary Conference will require additional information in order to assess fully the situation regarding the finances of Union for the 2004 -  2007 period; (b) the identification of a range of options to balance income and expenditure for the establishment of the Financial Plan will facilitate the decision-making by the Plenipotentiary Conference; and (c) in order to undertake the identification of such options, an ad hoc group of Council, comprised of financial specialists, shall be established, under the chairmanship of Mr. Bruce Gracie (Canada) and will report to a special session of the Council to be held on 22 September in Marrakech.
5. The present draft financial plan is based on strategic orientations, goals and programme priorities spelled out in the draft strategic plan for the Union 2003-2007
, which takes due account the relevant resolutions and recommendations by the Council, and the results of Conferences and Assemblies of the respective Sectors. In addition, the following key factors were taken into account for the preparation of the draft financial plan:

· Provisional contributory unit established at CHF 315 000 (C02 Resolution 1197);

· Assumption of increase in number of contributory units by 8 in light of the announcement made by the United Kingdom to select a class of contribution at the 23 unit class level (C02 Resolution 1197);

· Cost estimates based on actual expenditure realized in 2000-2001 and the approved budget for 2002-2003 (C02/DT/10);

· Cost estimates expressed at rates prevailing at 1 January 2002 (C02/DT/10) with no provision for price variations that will occur in the six years period between 1 January 2002 and 31 December 2007.

II  Estimates of resources and income to maintain the level of the contributory unit
6. The draft financial plan for the period 2004-2007 is estimated at CHF 701 916 000 with an income estimated at the amount as shown in the table below. The provisional amount of the contributory unit of CHF 315 000 (zero nominal growth (ZNG) compared with 2000-2003 period) has been applied for the calculation of the income. Table 1 shows the summary of the estimates. Resource requirements for the programme activities and capital expenditures are shown separately for the sake of transparency. Furthermore, the estimates assume a withdrawal from the Reserve Account of the amount of CHF 6 million for the funding of programme expenditures, CHF 2 million for the Buildings Maintenance Fund (BMF) and CHF 2 million for the Information and Communication Technologies (ICT) Fund. 

Base for comparison

7.
As requested by the Council, the sum of actual expenditure incurred in 2000-2001 (Column (a) in Table 1) and the approved budget for 2002-2003 (Column (b) in Table 1) were used as a base for comparison. Column (d) of the Table 1 above shows the figures in column (c), recosted
 at 1 January 2002 rates and price variations. Elements factored in for the recosting process are: the United Nations operational exchange rate of Swiss Franc against the US dollar (1 US$ = CHF 1.68), the conditions of service in the UN common system and the inflation factor reported by the “Office cantonal de la statistique” of Geneva – all prevailing at 1.1.2002. The average recosting factor amounts to 2.55 per cent. The new estimates for 2004-2007 is thus comparable with the 2000-2003 figures in real terms. Further details are provided in paras 30-34.

Resource estimates to accommodate mandated programme of work vis-à-vis funding

8.
The overall programme framework and programme goals and priorities applied in the present financial plan are based on the Draft Strategic Plan for the Union 2003-2007. In accordance with Article 10, No.70 of the Constitution, the Council is responsible for preparing a report on the policy and strategic planning recommended for the Union, together with their financial implications. In order to comply both with this requirement and the decision by the Council establishing the annual provisional contributory unit at CHF 315 000, the approach outlined below was followed for the preparation of the financial plan:  


Table 1.
 Expenditure estimates 2004-2007 under zero nominal growth in the contributory unit value




          
  






       In thousands of Swiss francs
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(a) Estimate the resource requirements to implement in full the activities foreseen in the draft strategic plan for the period 2004-2007, taking due account of the various programme decisions and resolutions by the Plenipotentiary Conference, the Council and Sector conferences and assemblies;

(b) Introduce efficiency and economy measures in order to maximize the use of resources (See Annex A);

(c) Estimate the expected income outside the assessed contributions and determine the expected total income;

(d) Balance out the resource requirements with the expected income, prioritizing the programmes, and listing the activities that would be implemented subject to availability of funds (Unfunded Mandated Activities, UMACs).  

Withdrawal from the Reserve Account

9.
The funding of the programme expenditure estimates of CHF 701.9 million, assumes a withdrawal of CHF 6 million (or CHF 3 million per biennium) from the Reserve Account. This assumption was necessary to balance out the limits of the assessed contributions provisionally set by the Council. In addition, a further withdrawal from the Reserve Account in the amount of CHF 4 million (or CHF 2 million per biennium) is also assumed for the transfer of funds to BMF and ICT Fund. (See further explanations under para. 28).  With regard to BMF, the amount proposed is essential in order to repair / reseal the roofing on the Varembé building (40 years old), and to replace delapidated equipment (30 years old).
III  Full programme activity implementation alternative

Programme expenditures

10.
In contrast with the resource estimates under the zero nominal growth (ZNG) annual contributory unit scenario, should the Plenipotentiary Conference decide to opt for the full implementation of the programme activities of the Union for 2004-2007, the total resource requirement is estimated at   CHF 714.2 million (See Table 2). This would entail an additional resource requirement of CHF 12.2 million (referred as Unfunded Mandated Activities, UMACs). The implementation of the programme activities depends significantly on infrastructure investments and maintenance foreseen under the BMF and ICT programmes. Thus these two programmes are assessed in conjunction with the programme activity resource requirement level. 

Unfunded Mandated Activities (UMACs)

11.
The concept of “unfunded mandated activities” is proposed in order to highlight a number of activities within the overall programme of work mandated by the governing bodies of the Union for the period 2004-2007, as well as those support activities which are deemed essential to implement the mandated activities, but could not be accommodated within the limits of income level set by the Council. These activities are included in this document in order to bring the situation to the attention of the Member States. Should the Plenipotentiary Conference decide to request the Union to implement the programme activities in full and thus increase the level of assessment, the contributory unit would be increased as described in paragraph 29. Should the provisional contributory unit of CHF 315 000 be maintained, the Plenipotentiary Conference may wish to endorse the concept of UMACs and its list (See summary in Annex B), and by doing so, the Secretary General would be authorized to incur expenditure on these activities provided that savings are achieved or additional income is generated. 


Table 2.
 Programme expenditure estimates including UMACs




          
  





            In thousands of Swiss francs 
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 Expenditure 

 Budget 

 Total 

 2000-2003 

 2004-2007 

 Variation 

 UMACs 

 2000-2001 

 2002-2003 

 2000-2003 

 at 1.1.02 

 Estimates 

(ZNG CU) 

Plenipotentiary Conference

 6

3 237

3 243

          

 

3 318

          

 

2 957

          

 

( 361)

         

 

Policy Forum

 340

 139

 479

            

 

 491

            

 

 491

            

 

( 0)

             

 

WSIS

 287

 135

 422

            

 

 433

            

 

1 194

          

 

 761

          

 

Council and Working Groups

2 024

1 918

3 942

          

 

4 043

          

 

3 925

          

 

( 118)

         

 

 280

          

 

SG's Office and departments

171 265

173 075

344 340

      

 

353 127

      

 

342 171

      

 

(10 956)

     

 

1 302

        

 

Publications

 100

 100

 200

            

 

 205

            

 

 205

            

 

( 0)

             

 

174 022

178 604

352 625

      

 

361 617

      

 

350 944

      

 

(10 674)

     

 

1 582

        

 


12.
In respect of the procurement and development of major IT systems and major buildings repairs and maintenance works, a minimum of CHF 8 million is necessary for the Buildings Maintenance Fund
 and CHF 9 million for the Information and Communications Technologies Capital Fund
 for the period 2004-2007. Assuming that CHF 4 million out of the total CHF 17 million could be withdrawn from the Reserve Account, funding of additional CHF 13 million is necessary. 


Table 3.
 BMF and ICT fund requirements including UMACs




          
  





            In thousands of Swiss francs
[image: image3.wmf] Section 

 Expenditure 

 Budget 

 Total 

 2000-2003 

 2004-2007 

 Variation 

 UMACs 

 2000-2001 

 2002-2003 

 2000-2003 

 at 1.1.02 

 Estimates 

(ZNG CU) 

 World Telecom. Development Conferences  

 682

1 443

2 125

          

 

2 177

          

 

1 555

          

 

( 622)

         

 

 Regional Telecom. Development Conferences 

 856

 0

 856

            

 

 880

            

 

2 138

          

 

1 258

        

 

 Telecom. Development Advisory Group 

 507

 353

 860

            

 

 882

            

 

1 168

          

 

 286

          

 

 Study Group Meetings 

1 561

1 360

2 921

          

 

2 996

          

 

3 298

          

 

 302

          

 

 Telecom. Development Activities & Programmes 

16 177

17 125

33 302

        

 

34 150

        

 

31 373

        

 

(2 777)

       

 

5 000

        

 

 Bureau 

44 671

45 505

90 176

        

 

92 476

        

 

95 502

        

 

3 026

        

 

 Publications 

 62

 96

 158

            

 

 162

            

 

 195

            

 

 33

            

 

64 516

65 883

130 399

      

 

133 723

      

 

135 229

      

 

1 506

        

 

5 000

        

 


IV  Highlights by Sector
13.
The present financial plan is a translation into financial resources, of the activities the Union expects to undertake during the period 2004-2007, ultimately to achieve the six goals described in the draft strategic plan. Main programme and resource changes envisaged in the financial plan period 2004-2007 are highlighted below.

General Secretariat

[image: image4.wmf]2002-2003

2004-2005

2006-2007

2004-2007

(+) Initial balance

17 597.0

     

 

14 356.6

        

 

9 348.1

               

 

(-) Withdrawals for Prog. Activities

3 240.4

       

 

3 008.5

          

 

3 008.5

               

 

6 017.0

               

 

(-) Withdrawal for BMF and ICT fund

-

                

 

2 000.0

          

 

2 000.0

               

 

4 000.0

               

 

(=) End Balance

14 356.6

     

 

9 348.1

          

 

4 339.6

               

 

Percentage over programme expenditures

2.7%

1.2%

(-) 3% over the programme expenditures

10 260.2

     

 

10 528.7

        

 

10 528.7

             

 

(=) Difference 

4 096.4

       

 

(1 180.6)

        

 

(6 189.1)

             

 

(6 189.1)

             

 

Table 4. Resource estimates by Section




  
          In thousands of Swiss Francs

14.
Resource requirements for General Secretariat are estimated at CHF 350 944 000, representing a reduction of CHF 10.7 million or 3 per cent in comparison with the 2000-2003 resource level. This reduction is after taking into account the increase in WSIS resource requirements, and introducing measures for economy and efficiency in its work programme. BMF and ICT Fund requirements are described separately in para. 12 above. UMACs in the amount of CHF 1.6 million are proposed as described below.
	Section/Item
	Variation in thousands of Swiss francs

	Plenipotentiary Conference and Council and Working Groups

Adjustment of conference service requirements based on past experience (Plenipotentiary Conference and Council)
	(479)

	WSIS

Increase of resource level of ITU direct contribution to WSIS funds in addition to the amount already allocated for this purpose in 2000-2003 (for a total of CHF 1.2 million).
	761

	SG’s Office and Departments

Reduction of resources under this Section could be accomplished by (i) phasing out of International Mobile Telecommunications (IMT-2000) activities (CHF 0.9 million); (ii) reducing the documents related costs (conference services and reprography) owing to postponement of on RA and WRC in ITU-R, as well as introduction of efficiency measures by the Sectors (CHF 3.7 million); (iii) introducing efficiency/economy measures through redeployment of staff and training in the IS department  (CHF 3.1 million); (iv) introducing efficiency measures for desk-top-publishing activities (CHF 1.3 million); and (v) introducing economy measures in other areas of the General Secretariat (CHF 1.9 million)
	(10 956)

	Variation subtotal before UMACs
	(10 674)

	UMACs

An expanded security service at the Union’s premises deems to be necessary. This would entail an increase of five security officers, estimated at CHF 1.3 million. Furthermore, two additional two Working Groups (such as those for the Reform) meetings, estimated at CHF 140 000 each (total of CHF 280 000), may be necessary. 
	1 582

	Variation total with UMACs
	(9 092)


Radiocommunication Sector

Table 5. Resource estimates by Section





         In thousands of Swiss Francs

[image: image5.wmf]2000-2001

2002-2003

2004-2007

Actual

 Budget 

Estimates

at 1/1/02 rates

New estimate

(a)

 (b) 

 (c) = (a)+(b) 

 (d) 

 (e) 

 (f) 

 (%) 

PROGRAMME EXPENDITURE

331 332

    

 

342 007

    

 

673 340

    

 

690 503

    

 

701 916

    

 

11 413

      

 

1.7%

1. General Secretariat

174 022

    

 

178 603

    

 

352 625

    

 

361 617

    

 

350 944

    

 

(10 673)

     

 

-3.0%

2. Radiocommunication Sector

67 408

      

 

68 708

      

 

136 117

    

 

139 587

    

 

157 231

    

 

17 643

      

 

12.6%

3. Telecom Standardization Sector

25 386

      

 

28 813

      

 

54 200

      

 

55 575

      

 

58 512

      

 

2 937

        

 

5.3%

4. Telecom Development Sector

64 516

      

 

65 883

      

 

130 398

    

 

133 724

    

 

135 229

    

 

1 505

        

 

1.1%

TOTAL INCOME

331 332

    

 

342 007

    

 

673 340

    

 

n.a.

701 916

    

 

28 576

      

 

4.2%

 1. Assessed Contributions (incl. Reg.Conferences) 

273 232

    

 

271 731

    

 

544 963

    

 

570 712

    

 

25 749

      

 

4.7%

2. Cost Recovery

36 746

      

 

58 036

      

 

94 782

      

 

111 587

    

 

16 805

      

 

17.7%

3. Income from interest and other

9 618

        

 

9 000

        

 

18 618

      

 

13 600

      

 

(5 018)

       

 

-27.0%

 4. Net withdrawal from Reserve Account for 

programme expenditure 

11 737

      

 

3 240

        

 

14 977

      

 

6 017

        

 

(8 960)

       

 

-59.8%

Funding shortfall/excess

-

-

                

 

-

                

 

-

                

 

Number of full Contributory Units

433.7

        

 

429.9

        

 

440.7

        

 

Value of the Annual Contributory Unit

315.0

        

 

315.0

        

 

315.0

        

 

Capital expenditure funds

8 700

        

 

-

                

 

8 700

        

 

8 700

        

 

4 000

        

 

(4 700)

       

 

-54.0%

1. Buldings Maintenance Fund

4 750

        

 

-

                

 

4 750

        

 

4 750

        

 

2 000

        

 

(2 750)

       

 

-57.9%

 2. Information and Communication Technologies 

Funds 

3 950

        

 

-

                

 

3 950

        

 

3 950

        

 

2 000

        

 

(1 950)

       

 

-49.4%

Withdrawal from the Reserve Account

8 700

        

 

-

                

 

8 700

        

 

8 700

        

 

4 000

        

 

(4 700)

       

 

-54.0%

Notes:

Column (a): Ref. Financial Statements at 31 December 2001 ; Capital expenditure funds refer to withdrawal from the Reserve Account only.

Column (b): Ref. Table 1 of C01 Res. 1174 and Res. 1168 (Budget 2002-2003 at 1.1.01 rates)

Column (d): Recosting was not applied  neither for income estimates, nor for capital expenditure funds.

Column (f): Variation for Expenditure = (e) - (d); and for Income: (e) - (c )

2000-2003

Variation over 2000-2003


15. The increase of CHF 17.6 million, or 12.6 per cent growth in comparison with the resource level for 2000-2003 is owing mainly to the preparation for and the convening of Regional Radiocommunication Conferences, the direct costs of which are recovered from the contributions from the participating Member States, as well as an increased resource requirement for the work on the satellite network filing backlog as approved by the Council. This increase is expected to be offset from the respective cost recovery income. In light of its level of cost recovery activities, the resource requirements of the Radiocommunication Sector should be assessed with caution, taking into account the effect on the income. The two activities mentioned above are expected to add some CHF 47.4 million income for the Union in 2004-2007.  UMAC in the amount of CHF 2.8 million is proposed as described below.
	Section/Item
	Variation in thousands of Swiss francs

	World Radiocommunication Conference and Radiocommunication Assemblies

The postponement of a second World Radiocommunication Conference and Radiocommunication Assembly in the period 2004-2007 to 2008, reduces the resource requirements under these two sections by CHF 2.7 million. The associated CPM would also be postponed, and the reduction of the related direct costs is reflected under the category of Study Group Meetings.
	(2 693)

	Regional Radiocommunication Conference

The holding of a two-session Regional Radiocommunication Conference and related meetings (informal meetings, intersessional and post conference meetings) during 2004-2007 will entail an increase in the resource requirement of CHF 11 million. These costs will be fully recovered from the income paid by the participating Member States. (Note: related income is estimated at CHF 15.4 million, and an expenditure in the amount of CHF 4.4 million is expected to be incurred under General Secretariat.)  
	11 052

	Radio Regulations Board

The increase of CHF 1.1 million under this Section from CHF 1.9 million in 2000-2003 to CHF 3 million is owing to (i) holding of 8 meetings per biennium (total of 16), as against 7 per biennium, planned for the period 2000-2003 (total of 14); (ii) reinforcement of the support staff to offset the increased workload in the organization of meetings; and (iii) an increase in the documentation volume to  meet the current and expected demand. The actual expenditure in 2004-2007 will depend on the nature and composition of the RRB, which will be determined by the 2002 Plenipotentiary Conference.
	1 142

	Radiocommunication Advisory Group, Study Group Meetings and Seminars

The increase of CHF 1.2 million is mainly due to (i) the holding of a two-week Special Committee meeting annually (4 in total) as opposed to a 5-day meeting biennially; (ii) Maintaining only one CPM with a duration of 2 weeks rather than two in the period 2004-2007; (iii) increase in support staff due to increase in workload. 
	1 175

	Bureau and Publications

The maintenance of the level of staff approved by Council for 2002-2003 for the work on  satellite network filing backlog will result in an increase of CHF 7 million if compared with the 2000-2003 resource level. A reduction of CHF 89 000 is envisaged in the publication costs.
	6 967

	Variation subtotal before UMAC
	17 643

	UMAC

Delays in the delivery of specialized software (e.g. the TerRaSys system for the processing of terrestrial services notices and software for the Bureau and administrations for the treatment of space services notices) are largely the result of underfunding in these areas which are indicated as Category A in the draft ITU Strategic Plan.  Thus additional resource requirement is proposed under UMACs in the amount of CHF 2.8 million to fund four P-3 posts in the area of space and terrestrial environments (two posts respectively) in IAP. 
	2 752

	Variation total with UMAC
	20 395


Telecommunication Standardization Sector

Table 6. Resource estimates by Section





          In thousands of Swiss Francs
[image: image6.wmf]2004-2007

2004-2007

Actual

 Proposed for 

withdrawal 

from the 

Reserve 

Account 

 Estimates  

(Full 

implementn.) 

 Capital expenditure funds 

8 700

        

 

4 000

        

 

(4 700)

     

 

-54.0%

13 000

      

 

17 000

      

 

4 000

      

 

30.8%

1. Buldings Maintenance Fund

4 750

        

 

2 000

        

 

(2 750)

     

 

-57.9%

6 000

        

 

8 000

        

 

2 000

      

 

33.3%

2. ICT Fund

3 950

        

 

2 000

        

 

(1 950)

     

 

-49.4%

7 000

        

 

9 000

        

 

2 000

      

 

28.6%

2000-2003

Variation over 2000-2003

UMACs

Variation over 2000-2003


16. 
Resource requirements of this sector are maintained at the level of the previous biennium budget. However, there is an increase of CHF 2.9 million, or 5.3 per cent, in comparison with the 2000-2003 resource level. UMACs in the amount of CHF 2.9 million are proposed as described below.  The resource variations are justified as follows: 

	Section/Item
	Variation in thousands of Swiss francs

	World Telecommunication Standardization Assembly and Telecommunication Standardization Advisory Group

Costs of these two sections are maintained at the level of the previous budget. The difference of CHF 332 000 is mainly due the maintenance of use of interpretation in the 6 languages at all TSAG meetings.
	332

	Study Group Meetings

The difference of CHF 282 000 in Study Group Meetings is required to fund the meetings and workshops in the regions  and to maintain the level already foreseen in 2002-2003.    
	282

	Bureau and Publications

The difference of CHF 2.5 million under Bureau is owing to the need to maintain the staffing level established in the 2002-2003 biennium. The actual expenditures in 2000-2001 were significantly lower than the budgeted amount, due to a delays in recruitment. A reduction of CHF 218 000 is envisaged in the publication costs. 
	2 323

	Variation subtotal before UMAC
	2 937

	UMACs

Promotion campaign to enhance ITU-T activities awareness (CHF 400 000)
Reinforcement of the staffing level of the Bureau necessary to face the new and future ITU-T challenges (CHF 2.5 million)

	 2 900

	Variation total with UMAC
	 5 837


Telecommunication Development Sector

[image: image7.wmf]Income by source

Actual

Budget

Total

Estimates

2000-2001 

2002-2003

2000-2003

2004-2007

A.    Assessed contributions

273 231.7

        

 

271 731.2

        

 

544 962.9

        

 

570 712.1

        

 

        A.1    Members States' contributions

225 362.0

        

 

225 343.1

        

 

450 705.1

        

 

459 900.0

        

 

        A.2    Sector Members' contributions

47 638.7

          

 

45 407.3

          

 

93 045.9

          

 

93 901.5

          

 

                     - Radiocommunication Sector

15 741.2

          

 

15 120.0

          

 

30 861.2

          

 

32 004.0

          

 

                     - Telecommunication Standardization Sector

27 322.8

          

 

26 019.0

          

 

53 341.8

          

 

53 298.0

          

 

                     - Telecommunication Development Sector

4 574.7

            

 

4 268.3

            

 

8 843.0

            

 

8 599.5

            

 

        A.3    Associates

 231.0

              

 

 63.0

                

 

 294.0

              

 

1 512.0

            

 

        A.4    Members States'contributions to Regional 

-

                     

 

 917.9

              

 

 917.9

              

 

15 398.6

          

 

                 Conferences

B.    Cost recovery

36 746.0

          

 

58 036.2

          

 

94 782.2

          

 

111 587.2

        

 

        B.1    Project support cost income

4 747.8

            

 

9 000.0

            

 

13 747.8

          

 

10 000.0

          

 

        B.2    Sales of publications

26 577.3

          

 

26 400.0

          

 

52 977.3

          

 

51 850.0

          

 

        B.3    Products and services under cost recovery

5 420.8

            

 

22 636.2

          

 

28 057.1

          

 

49 737.2

          

 

                     - UIFN

1 533.6

            

 

1 718.0

            

 

3 251.6

            

 

3 480.0

            

 

                     - UIPRN/UISCN and AESA

 117.0

              

 

 300.2

              

 

 417.2

              

 

 600.0

              

 

                     - GMPCS-MoUs

 509.1

              

 

 900.0

              

 

1 409.1

            

 

1 410.0

            

 

                     - TELECOM

2 686.4

            

 

3 676.0

            

 

6 362.4

            

 

12 163.2

          

 

                     - Satellite network filing

 163.6

              

 

16 042.1

          

 

16 205.6

          

 

32 084.0

          

 

                     - Other cost recovery income

 411.2

              

 

-

                     

 

 411.2

              

 

C.   Income from interest

7 119.2

            

 

6 000.0

            

 

13 119.2

          

 

9 600.0

            

 

D.    Other income

2 498.3

            

 

3 000.0

            

 

5 498.3

            

 

4 000.0

            

 

Subtotal

319 595.2

        

 

338 767.5

        

 

658 362.6

        

 

695 899.3

        

 

 E.    Net withdrawals from the ITU Reserve Account for 

programme expenditures 

11 737.0

          

 

3 240.4

            

 

14 977.4

          

 

6 017.0

            

 

Grand Total

331 332.1

        

 

342 007.9

        

 

673 340.0

        

 

701 916.3

        

 

Note: Item E indicates the net withdrawal from the ITU Reserve Account for operational expenditures only (withdrawal minus excess), 

            excluding withdrawals for other purposes such as for debtor's accounts, BMF and ICT fund.

Table 7. Resource estimates  by Section



   
 
          In thousands of Swiss Francs

17.
Resource requirements of this sector represent an increase of CHF 1.5 million, or 1.1 per cent, in comparison with the 2000-2003 level. UMAC in the amount of CHF 5 million is proposed as described below. The resource variations are justified as follows: 

	Section/Item
	Variation in thousands of Swiss francs

	World Telecommunication Development Conferences and  Regional Telecommunication Development Conferences
Net increase under these two Sections of CHF 636 000 is due to the elimination of the preparatory meetings for WTDC and reinstatement of five Regional Telecommunication Development Conferences which will also serve as preparatory meetings for WTDCs. These estimates are subject to modification based on the final decisions to be taken by the 2002 Plenipotentiary Conference concerning the preparatory work of the WTDC.

	636

	Telecommunication Development Advisory Groups and Study Groups

A total of CHF 588 000 increase is envisaged under these two Sections in order to maintain the level of activities envisaged for 2002-2003.
	588

	Telecommunication Development Activities and Programmes

The decrease under development activities would defer some of the activities in connection with the implementation of the Istanbul Action Plan (See also UMACs below)
	(2 777)

	Bureau and Publications

Increase of CHF 3 million is mostly to maintain the current level of resources. This includes a slight resource increase of CHF 33 000 under category Publications. 
	3 059

	Variation subtotal before UMAC
	1 506

	UMAC

Approximately CHF 5 million is required in addition to the level presented above under Telecommunication Development Activities in order to implement in full the Istanbul Action Plan. This UMAC is proposed in the framework of ZNG environment with reference to the resolutions to the WTDC 02 which mention that they will be implemented within the available resources.
	5 000

	Variation total with UMAC
	6 506


V  Income Estimates

18.
The resources for the Union to undertake the programme activities foreseen in this financial plan are composed of:  (a) the assessed contributions, based on contributory units paid by Member States, Sector Members and Associates; (b) the contributions by the Member States for the Regional Radiocommunication Conferences; (c) cost recovery activities, including project support costs; (d) interest; (e) miscellaneous income; and (f) withdrawals from the Reserve Account.
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 2000-2003 
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(ZNG CU) 

 World Radiocommunication Conferences 

2 760

2 758

5 518

          

 

5 658

          

 

3 096

          

 

(2 562)

      

 

 Radiocommunication Assemblies 

 296

 347

 643

           

 

 659

           

 

 528

           

 

( 131)

        

 

 Regional Radiocommunication Conferences 

 0

 918

 918

           

 

 939

           

 

11 991

        

 

11 052

     

 

 Radio Regulations Board 

1 016

 805

1 821

          

 

1 868

          

 

3 010

          

 

1 142

       

 

 Radiocommunication Advisory Group 

 150

 248

 398

           

 

 408

           

 

 581

           

 

 173

         

 

 Study Group Meetings 

3 176

4 419

7 595

          

 

7 786

          

 

8 772

          

 

 986

         

 

 Seminars 

 474

 587

1 061

          

 

1 088

          

 

1 104

          

 

 16

           

 

 Bureau 

55 771

54 822

110 593

      

 

113 418

      

 

120 474

      

 

7 056

       

 

2 752

       

 

 Publications 

3 765

3 806

7 571

          

 

7 764

          

 

7 675

          

 

( 89)

          

 

67 408

68 708

136 116

      

 

139 587

      

 

157 231

      

 

17 643

     

 

2 752

       

 

12.6%

 (%) 


Table 8. Income Estimates




   
 
        In thousands of Swiss Francs 
Assessed contributions including contributions to the Regional Radiocommunication Conference (CHF 570.7 million)

19.
The estimated income from assessed contributions is based on the number of units as notified to the Union as of 1 January 2002 plus 8 units, as indicated in Resolution 1197 of the 2002 Council. This amounts to an equivalent to 440.7 full units. The provisional contributory unit value of CHF 315 000 has been applied to arrive at the income estimate under this item. The costs of the two sessions of the Regional Radiocommunication Conference, and the associated work, are estimated to amount to CHF 15.4 million. It is assumed that these costs will be met without any effect on the contributory unit, in accordance with No.  159D of the Constitution.
Cost recovery activities (CHF 111.6 million)

Project support cost income (CHF 10 million)

20.
The target for support cost income from technical cooperation projects is estimated at CHF 10 million, or some CHF 3.7 million less than the estimates for the period 2000-2003. The level of support cost income is based on an expected average annual project delivery of US$ 20 million.

Sales of publications (CHF 51.8 million)

21.
The volume in sales of publications is not expected to increase in the future years. However, subsequent to review of the current pricing and discount policy, it is deemed that the level of overall income will remain   slightly lower   than that estimated for the period 2000-2003.

TELECOM (CHF 12.2 million)

22.
Based on the activity level prevailing at 1.1.2002, the expected income to the Union from support of the TELECOM activities has been estimated at CHF 12.2 million at 80% recovery, in contrast to 100% recovery recommended by the Working Group on ITU Reform (recommendation 40). (See Annex C – Option for income)
Satellite Network Filings (CHF 32.1 million)

23.
Preliminary estimated income from the processing of Satellite Network Filings (CHF 32.1 million) is based on the levels forecast for 2002-2003. The estimates may need to be revised in light of the report of the Ad Hoc Group on Cost Recovery for Satellite Network Filings, which met at 23 – 25 July 2002. 
GMPCS MoU, UIFN, UIPRN/UISCN and AESA (CHF 5.5 million) 

24.
Income from registrar activities (GMPCS MoU, UIFN, UIPRN/UISCN and AESA) is expected to amount to CHF 5.5 million in 2004-2007.

Income from interest (CHF 9.6 million)

25.
Based on the current level of cash balance, an annual interest gain is expected to be in the range of CHF 2.4 million per annum.  This totals CHF 9.6 million, compared with CHF 13.1 million estimated for 2000-2003.

Miscellaneous income (CHF 4 million)

26.
Miscellaneous income includes income from rental of premises, sales of equipment, credit notes from vendors and other miscellaneous items. The estimate for the period 2004-2007 is based on past actual income.

Withdrawal from the Reserve Account (CHF 6 million)

27.
In order to balance the 2004-2007 resource requirements for programme activities with an income based on the provisional contributory unit value of CHF 315 000, a withdrawal of CHF 6 million from the Reserve Account is necessary (Refer also to section “Other Considerations - Reserve Account”.

VI  Other Considerations
Reserve Account

28. The balance of the Reserve Account as at 1.1.2002 amounts to CHF 17.6 million (including the amount reserved for cost recovery activities in accordance with  PP-98 Resolution 91). The present draft financial plan assumes withdrawals of CHF 6 million from the Reserve Account for the programme activities and CHF 4 million for BMF and ICT Fund. Taking into account that CHF 3.2 million withdrawal has already been approved by the Council for the current biennium, the initial balance for the biennium 2004-2005 is estimated to be CHF 14.4 million. Assuming that the Reserve Account should be maintained at 3 per cent
 of the biennial budget, an amount of CHF 10.5 million would have to be maintained. This would require additional funds of CHF 6.2 million in the financial period 2004-2007. 

Table 9. Reserve Account
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 World Telecom. Standardization Assembly 

 570

 0

 570

            

 

 586

            

 

 752

            

 

 166

          

 

 Telecommunication Standard.Advisory Group 

 243

 382

 625

            

 

 641

            

 

 807

            

 

 166

          

 

 Study Group Meetings 

5 224

6 069

11 293

        

 

11 579

        

 

11 861

        

 

 282

          

 

 400

          

 

 Seminars 

 190

 200

               390 

               400 

 400

            

 

-

                

 

2 500

        

 

 Bureau 

18 408

21 604

          40 012 

          41 026 

43 568

        

 

2 542

        

 

 Publications 

 751

 558

1 309

          

 

1 343

          

 

1 125

          

 

( 218)

         

 

25 386

28 813

54 199

        

 

55 575

        

 

58 512

        

 

2 937

        

 

2 900

        

 

5.3%

 (%) 




   




 
                 In thousands of Swiss Francs 
Implications on Contributory Unit to maintain the 3 per cent reserve and implement the UMACs

29. The table below demonstrates the implications on annual contributory units under various scenarios. The first scenario would be to maintain the level of resources as proposed in Table 1 above. This would require a withdrawal from the Reserve Account in the amount of CHF 10 million for the 2004-2007 period. The second scenario would be to maintain the level of the Reserve Account at 3 per cent of the biennial budget as detailed in Table 9 above. The third scenario would be to provide the Union the resources necessary to implement the programme activities for 2004-2007 in full but without sufficient infrastructure support in terms of ICT and building maintenance.  The fourth scenario shows the implications on contributory units if both programme activities and infrastructure resources are provided. The fifth scenario takes into account the estimated anticipated increases in salaries and other price increases. Lastly, the sixth scenario takes into account the effect on the exchange rate variation (United Nations operational exchange rate of US$1 = CHF 1.50 as at July 2002, compared with US$1 = CHF 1.68 as at 1.1.2002). 

Table 10. Effect on Contributory Unit
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2004-2007

at 1/1/02 rates

 Estimates  

(ZNG CU) 

 Estimates  

(Full 

implementn.) 

Programme expenditures

690 503

    

 

701 916

    

 

11 413

    

 

1.7%

12 234

      

 

714 150

    

 

23 647

    

 

3.4%

1. General Secretariat

361 617

    

 

350 944

    

 

(10 673)

   

 

-3.0%

1 582

        

 

352 526

    

 

(9 091)

     

 

-2.5%

2. Radiocommunication Sector

139 587

    

 

157 231

    

 

17 643

    

 

12.6%

2 752

        

 

159 983

    

 

20 395

    

 

14.6%

3. Telecom Standardization Sector

55 575

      

 

58 512

      

 

2 937

      

 

5.3%

2 900

        

 

61 412

      

 

5 837

      

 

10.5%

4. Telecom Development Sector

133 724

    

 

135 229

    

 

1 505

      

 

1.1%

5 000

        

 

140 229

    

 

6 505

      

 

4.9%

Variation over 2000-2003

UMACs

2000-2003

Variation over 2000-2003

 In thousands of Swiss Francs 
Recosting the actual expenditures 2000-2001 and approved budget 2002-2003 at 1.1.2002 rates.

30.
In conformity with the guidelines outlined by the Council (C02/DT/10) on the preparation of the financial plan, the cost estimates for 2004-2007 have been based on the conditions of service prevailing on 1 January 2002. In order to make these new estimates comparable with the expenditures and budgets for the period 2000-2003, the latter were recosted at 1.1.2002. Bearing in mind that 2000-2001 actual expenditures are at the price level of the respective year of implementation, and that 2002-2003 approved budget is expressed at 1.1.2001 rates, the elements described in the paras. 31-33 below have been taken into account for the recosting process.

31.
The Swiss Franc exchange rate vis-à-vis the US dollar as at 1.1.2002 is CHF 1.68, compared with CHF 1.64 on 1.1.2001.  Approximately 20 per cent of the Union’s expenditure is based on US dollar, mainly in respect of the contributions to the United Nations Joint Staff Pension Fund (UNJPF) for professional and higher categories. 

32.
Actual salary costs incurred during 2000-2001 and salary costs budgeted for 2002-2003 were recalculated applying the salary scales prevailing in the United Nations common system as at 1.1.2002 (Salary scales are issued by the International Civil Servant Commission, ICSC). Salary costs are allocated under two expenditure Categories. Category 1 comprises base salaries; post adjustments (in the case of professional and higher categories); dependency allowances; rental subsidies; non-resident allowances; and language allowances. Category 2 includes installation and repatriation grants; education grants and related costs; home leave; and the Union’s contributions to the UNJSPF and health and accident insurance. 

33. For categories of expenditures other than salary costs, following annual rates (which are based on official inflationary factors reported by the Geneva city Statistics Office) were applied:  2.5% for contractual services; 2.5% for rental an maintenance (services); 2.1 % for rental and maintenance (building); all other categories (travel on duty, material and supplies, acquisition, etc) an average rate of 0.83% has been applied.

34. The application of the above mentioned inflation rates and the increases due to application of the salary scale prevailing at 1.1.2002, results in the overall adjustment of 2.55% for the period 2000-2003 (recosted) compared with the sum of 2000-2001 actual expenditures and 2002-2003 budget (expressed at 1.1.2001) rates.

Future price increase (exchange rate, inflation and salary increases) considerations

35. The price equivalency between 2000-2003 and 2004-2007 estimates enables the analysis of the real growth. However, attention is drawn to the fact that price variation, which affects the purchasing power of the Union, has not been taken into account in the present estimates. That is to indicate that the anticipated resource increases due to price variation from 1.1.2002 through 31.12.2007 is not included in the present financial plan.

36.
In respect of the Professional category salaries, the International Civil Servant Commission (ICSC) is presently reviewing (at its 55th session during 22 July – 9 August 2002) the possibility of adjusting the UN net salaries for Professional and above categories in light of the differential observed in comparison with the United States federal civil service salaries. Pending the Commission’s conclusions and final approval by the United Nations General Assembly, this may impact significantly the salary costs of the Union (presently estimated at 5.7 per cent). Furthermore, conclusions of the recent salary survey conducted in Geneva for the determination of the new salary scale for General Service category staff, will impact on the finance of the Union, including that of the current biennium (recommended increase of 4.33 per cent over 1995 scale and 1.45 per cent over scale before 1995, with a weighted average of  1.93 per cent).

37. The effect of the price increase for future years cannot be calculated accurately in the absence of final decisions on salary scales and due to future economic and financial uncertainties. However, preliminary assessments indicate that an amount of CHF 43.8 million would be required to offset the price increases for the period 2004-2007 (including the effect on 2002-2003 budget expected to amount to some CHF 6.6 million) in order to maintain the purchasing power of the Union. This amount has been calculated only in respect of the programme expenditures (excluding UMACs and BMF/ICT fund requirements), which is estimated at CHF 701.9 million at 1.1.2002 rates. The estimate of CHF 43.8 million is based on the following assumptions:

Salary increase for Professional and Above Categories: 

5.7 per cent in 2003 as of June 2003 (See para. 36 above)

Increase of 90 per cent of the CPI, resulting from the adjustment on post adjustment is assumed for the period 2004-2007 (annually).

Salary adjustment for GS Category: 

1.9 per cent in 2002 (See para. 36 above)

Annual adjustment of 90 per cent of the CPI for the period 2003-2007 (method applied for interim adjustments).

Projection of Consumer Price Index (CPI) movement for Switzerland: 

0.8 per cent in 2002

 1 per cent per annum for 2003-2007 based on past experience.




38.
A list of options recommended for consideration is attached as Annex C.
ANNEX A

The present financial plan takes into account savings resulting from the efficiency and economy measures introduced by re-engineering the internal processes and methods of work.  Efficiency measures will be further sought during the implementation period.

	Item No.
	Efficiency and economy measures
	Estimated savings 

	1
	Reduction in the volume and costs of documentation

Revising the working methods for documentation production and replacing printed materials by electronic documents led to increase in productivity and reduction in printing costs.


Translation and typing


Reprography


	CHF 2.4 million

CHF 1.3 million

	2
	Organizational changes staff redeployment

Information services

Desk top publishing

Security service (1 post)


	CHF 2.5 million

CHF 1.4 million

CHF 0.3 million

	3
	Other economies measures

Savings are expected to made in Contractual services, Travel on duty; Acquisition of furniture; and Public and internal service utilities, in the General Secretariat.


	CHF 2.2 million

	
	Total  
	CHF 10.1 million


ANNEX B

List of Unfunded Mandated Activites (UMACs)

	Item No.
	Sector
	Activity
	Justification/Explanation
	Estimated resource requirement 

CHF 000

	1
	TSB
	Promotion campaign to enhance ITU-T activities awareness
	Council 2001 Resolution 1181

Council recommendation 4

Telecomm. Standardization Advisory Body advice – June 2002 session
	400

	2
	TSB
	Reinforcement of the staffing level of the Bureau
	Necessary reinforcement of the TSB staff to face new and future ITU-T challenges
	2 500

	3
	BDT
	Full implementation of activities in connection with the Istanbul Action Plan
	
	5 000

	4
	BR
	Strengthening of space and terrestrial environments areas in IAP by two P-3 posts respectively.
	To avoid delays in the delivery of specialized software (e.g. the TerRaSys system for the processing of terrestrial services notices and software for the Bureau and administrations for the treatment of space services notices) which are largely caused by lack of resources in these areas (See Category A activities of the ITU-R, described in the “Draft Strategic Plan for the Union 2003-2007”).  
	2 752

	5
	GS
	Working Group of the Council
	Additional working group meetings – one per biennium.
	280

	6
	GS
	Security

Additional 5 security officers to expand the level of security at the Union’s premises.

 
	The ITU needs to comply with the minimum security standards UN-wide that have been reviewed and partially upgraded since September 2001. 6 posts are needed for 2 shifts of security guards per building entrance is a requirement for a reasonable degree of access control. One post is being provided through redeployment, leaving a funding shortfall for 5 posts.

	1 302

	
	Subtotal 
	(Programme activities)
	
	 12 234

	7
	ICT
	Information and Communication Technology (ICT) Capital Fund


	The estimated resource requirement of CHF 7 million is in addition to the proposed CHF 2 million to be drawn from the Reserve Account.

A total of CHF 9 million in ICT investments is necessary to maintain the reliability and functionality of the ICT infrastructure, to maintain and improve the efficiency of the Secretariat, and to actively support the information exchange requirements of participants in the activities of all ITU sectors.  The demands made by the membership (e.g., as expressed via TSAG and RAG) will surely require major investments, as requirements, technology and the working methods generally used by the membership evolve in the period through 2007 (See also document C02/31, Information and Communication Technology Capital Fund, Reprot by the Secretary-General).

	7 000



	8
	BMF
	Buildings Maintenance Fund
	The estimated resource of CHF 6 million is in addition to the proposed CHF 2 million to be withdrawn from the Reserve Account.

The above proposal is still below the minimum resource requirements deemed necessary for the normal maintenance of ITU buildings and related installations, which is estimated at CHF 2.6 million per annum. This is calculated at 1.5% of the value of the premises CHF 173 million (See also document C01/006). Maintenance of the physical infrastructure is essential both for safety and for the efficiency of programme implementation. The resources foreseen under this UMAC would be used for the completion of items such as replacement of electronic conference equipment in Room C which becomes 17 years old in 2006, and resealing of roofing over the first basement.
	6 000

	
	Total 
	(Programme activities + Capital expenditure funds)
	
	 25 234


ANNEX C

Options for cost reductions
	Possible saving in conference expenditures
	In CHF 0000s

	Reduce length of PP-06 to three weeks
	

	Reduce length of PP-06 to two weeks
	

	Reduce length of Council to 7 days each year, in line with UN best practice
	

	Reduce length of WTDC and RTDCs by 15 per cent
	

	Replace RTDCs by regional preparatory meetings
	

	Terminate payment of mission expenses for Council, except for Least Developed Country councillors
	

	Reduce number of RRB meetings to 2 per year
	

	Reduce Study Group meeting days with interpretation to 1996-99 levels 
	

	Reduce all meetings by 1 day
	1 053

	Merge 2 Development Sector Study Groups
	

	Review requirements for summary records
	

	Abolish summary records
	

	Limit expenditure on travel by applying standard UN practice or commercial telecom practice
	


	Possible savings in publications expenses
	In CHF ‘000s

	Terminate production and dispatch of Recommendations in paper format (electronic format only)
	

	Do not produce or translate publications that sell less than 20 copies
	


	Possible miscellaneous savings 
	In CHF ‘000s

	Freeze number of work months for activities funded under assessed contributions (excluding those under cost recovery) at 2002-03 levels 
	

	Abolish the Library
	

	Abolish colour printing in documents
	

	Abolish GDCnet activities
	


	Total potential savings
	


Options for income
	Options
	In CHF ‘000s

	Apply full cost-recovery principle to the administration of the Telecom Surplus Funds (at 13% over CHF 4.4 million yearly implementation)
	2 300

	Apply only 60% cost recovery to Telecom activities
	(3 041)

	Apply full cost recovery to Telecom activities
	3 041

	Adopt new 2001 time survey to SNF cost recovery
	5 294

	Review Resolution 88 to include additional SNF activities in SNF cost recovery
	20 876

	Include additional ongoing BR activities in SNF cost recovery
	25 895


� Document C02/34, “Draft Financial Plan for the Period 2004-2007, Report by the Secretary-General”


� Document C02/DT/12, “Proposed Basis for the Draft Financial Plan, Note by the Secretary-General”


� Document C02/DT/7 (Rev.1), “The Financial Plan, Note by the Chairman of the Working Group of the Plenary on the draft Financial Plan”


� Document C02/DT/10, “Guidelines for Preparation of the Financial Plan, Note by the Chairman of the Working Group of the Plenary on the draft Financial Plan”


� Document C02/33 (Rev.1), “Draft Strategic Plan for the Union 2003-2007, Report by the Secretary-General”


� The term “recosting” is utilized to express “price adjustments” based on actual or future movements in economic indicators, salary costs determined by ICSC and other factors for the purpose of price equivalency. 


� Document C2001/6 of 24 April 2001, “Major Repairs and Maintenance of the Buildings of the Union, Report by the Secretary-General”


� Document C02/31 of 8 April 2002, “Information and Communications Technology Capital Fund, Report by the Secretary-General” (para. 4)


� Document CA36/5587 (1981), “The ITU Reserve Account, Report by the Secretary-General”. This document recommends a maintenance of a reserve calculated at 3 per cent over the budget. Attention is drawn to the fact that at the time the budget was annual. If the same level of amount is to be maintained, it would translate into 1.5% over the biennial budget amount. For the sake of prudence however, 3% were applied for the biennial budget in this document. 
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