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Appendix to draft budget 2004-2005
(COG-04/2)
Budget

for the ITU Telecom Secretariat

and ITU Telecom events for 2004-2005

1
General

1.1


Purpose

The ITU Telecom Secretariat budget basically encompasses all costs of the Secretariat which cannot be related directly to a specific project (event), but have to be allocated among events. It is regarded as an auxiliary budget to the events budgets, and as an input to them. The purpose of the Telecom Secretariat budget is to enable cost control and serve as a tool for cost allocation to the different Telecom events. The Telecom Secretariat Budget covers the two years of 2004-2005, in line with the biennial cycle of the ITU budget.

1.2
Allocation to the ITU Telecom events budgets

The Telecom Secretariat Budget is referred to as “core expenditure” in the events budgets. It is distributed to the events budgets using budgeted rental space at the Telecom events over the biennial period as the cost driver, as shown in the table below. 

	
	Allocation basis
	Allocation basis
	Core cost allocation

	 
	Rental space 
	Rental space 
	2004-2005

	Event
	Square Metres
	Per cent
	CHF (000)

	World 2003 &2006
	56,000
	63%
	13,205

	Africa 2004 & 2007
	6,600
	7%
	1,467

	Asia 2004 & 2007
	15,000
	17%
	3,563

	Americas 2005
	12,000
	13%
	2,725

	TOTAL
	89,600
	100%
	20,960


1.3
Cost-recovery charges from the General Secretariat 

ITU General Secretariat’services that benefit Telecom are charged to Telecom, and are incorporated in the Telecom Secretariat budget and allocated to the events budget using the cost driver (space rental) indicated in para1.2. The charge may be direct, for those services that can be directly identified as work done for Telecom, or indirect, for the general and administrative expenses of the General Secretariat.

The direct costs charged to Telecom consist of the salary expenses of the staff that have been identified as providing services to Telecom, either fully (100%) or partially (at 33% or 25%).

1.4
Financial Assumptions

The budget for 2004-2005 is based on an exchange rate of USD 1 = CHF 1.39, i.e. the rate in force on 1 January 2003, and on the conditions of service prevailing in the United Nations common system on 1 January 2003. This is consistent with the financial assumptions used in the draft ITU budget for 2004-2005.

1.5
Budget structure

The Telecom Secretariat budget is structured as a financial budget, broken down by category of expenditure, in accordance with Article 5 of the Financial Regulations, for each division/unit within the Secretariat.

2
Budget summary
2.1 Appropriations

The Telecom Secretariat budget for 2004-2005 includes appropriations in the amount of CHF 21.0 million, i.e. CHF 6.1 million lower than the 2002-2003 budget (-22%). Staff costs for the Telecom Secretariat itself are projected to fall by 16%.

The costs of the ITU Telecom Secretariat, including support from Press and Finance, represent 65 % of the total Telecom Secretariat budget. Direct costs from the General Secretariat, covering staff from Information Services and Common Services departments, account for a further 17%. The remaining 18 % of indirect costs correspond to cost recovery for services from the General Secretariat under the ITU cost-allocation methodology (described in para 16.2, page 152). 

	 
	CHF (000)

	 
	Budget 

2002-2003
	Estimate 

2004
	Estimate

 2005
	Proposal 2004-05
	Variance 2002-03 2004-05
	Variance in %     
	%

	ITU Telecom Secretariat
	19,359
	6,805
	6,921
	13,726
	-5,633
	-29%
	65%

	ITU cost recovery (direct costs)
	3,654
	1,768
	1,790
	3,558
	-96
	-3%
	17%

	ITU cost recovery (indirect costs)
	4,076
	1,857
	1,857
	3,713
	-363
	-9%
	18%

	 
	 
	 
	 
	 
	 
	 
	 

	Total
	27,089
	10,429
	10,568
	20,997
	-6,092
	-22%
	100%


2.2
Comparison with the 2002-2003 budget

As shown in the table below, the budget for 2004-2005 indicates a decrease of 26 %, or CHF 7.0 million, as compared with the 2002-2003 budget.

	CHF (000)
	 %

	2002-2003 budget
	27,089
	 

	Cost increase
	957
	4%

	Growth in real terms
	-7,049
	-26%

	Budget for 2004-2005
	20,997
	-22%


2.3 Budget forecast for 2006-2007
The ITU Telecom Secretariat expenditure for 2006-2007 is projected at the same level as 2004-2005 in real terms. A yearly increase in staff costs and other staff costs similar to the increase between 2004 and 2005 can be assumed. This gives a 2006-2007 expenditure forecast of CHF 21.5 million. 

	CHF (000)

	Year 2006
	10,500

	Year 2007
	11,000

	Biennium 2006-2007
	21,500


2.4 Financing

Gross income generated from Telecom events constitutes the source of financing of the Telecom Secretariat budget. When the accounts of each Telecom exhibition and forum are closed, surplus income or excess expenditure is transferred to the Exhibition Working Capital Fund (cf. Article 19 of the Financial Regulations). The allocation of the Telecom Secretariat budget to events is expected to follow a rotating cycle, as follows:

	 
	 
	Total
	World
	Africa
	Asia
	Americas

	 
	 
	
	
	
	
	

	Rental Space  (square metres)
	89,600
	56,000
	6,600
	15,000
	12,000

	Allocation (per cent)
	100%
	63%
	7%
	17%
	13%

	
	
	
	
	
	
	

	1-Jan-04
	30-Apr-04
	4 months
	World 03
	Africa 04
	Asia 04
	Americas 05

	1-May-04
	30-Nov-04
	7 months
	World 06
	Africa 04
	Asia 04
	Americas 05

	1-Dec-04
	31-Mar-05
	4 months
	World 06
	Africa 07
	Asia 04
	Americas 05

	1-Apr-05
	31-Dec-05
	9 months
	World 06
	Africa 07
	Asia 07
	Americas 05

	 
	 
	 
	 
	 
	 
	 


The Telecom Secretariat costs are allocated to events in proportion to the rental space of all events for which the accounts are open. By definition, at the time when the accounts of an event are closed, six months after the end of the event (cf. Article 19 of the Financial Regulations), the accounts of the following event (next world or regional event in one series) are opened.
The accounts of World 2003, held in October 2003, will be closed on 30 April 2004. Telecom Secretariat expenditure relating to the period 1 January to 30 April 2004 will be charged to World 2003. The remaining events for which the accounts are open will be charged for their share, i.e. Africa 7%, Asia 17% and Americas 13%. The Telecom Secretariat expenditure running from 1 May 2004 onwards will be allocated to World 2006, and to the other regional events for which the accounts are open.

No Middle East and Arab States Telecom event can be budgeted until a firm invitation has been received. Should an event take place during the period 2004-2006, the allocation basis of the Telecom Secretariat expenditure would be revised accordingly.

3
Budget for 2004-2005 by category of expenditure

	 
	 
	CHF (000)

	Cat.
	Expenditure item
	Budget 2002-2003
	Estimate 2004
	Estimate 2005
	Proposal 2004-05
	Variance 2002-03 2004-05
	Variance in %     
	%

	01
	Staff costs
	13,229
	5,565
	5,674
	11,239
	-1,990
	-15%
	54%

	02
	Other staff costs
	3,860
	1,527
	1,558
	3,085
	-775
	-20%
	15%

	03
	Travel on duty
	150
	40
	40
	80
	-70
	-47%
	0%

	04
	Contractual services
	3,115
	670
	670
	1,340
	-1,775
	-57%
	6%

	05
	Rental and maintenance 
	864
	325
	325
	650
	-214
	-25%
	3%

	06
	Equipment and supplies
	859
	200
	200
	400
	-459
	-53%
	2%

	07
	Acquisition 
	244
	70
	70
	140
	-104
	-43%
	1%

	08
	Public and internal service utilities
	950
	160
	160
	320
	-630
	-66%
	2%

	09
	Miscellaneous
	3,818
	1,872
	1,872
	3,743
	-75
	-2%
	18%

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Total
	27,089
	10,429
	10,568
	20,997
	-6,092
	-22%
	100%


3.1
Staff costs 

Staff costs cover all items of remuneration that are paid on a regular basis to staff such as basic salaries, posts adjustment, language and non-resident allowance, family allowance and overtime.

The ITU Telecom Secretariat 2002-2003 budget comprises a total of 47 posts, including five positions in the Finance Department and two in the Corporate Communication Unit that are fully dedicated to ITU Telecom activities. Two posts related to the collaboration between the World Summit on the Information Society and the ITU Telecom Secretariat are also budgeted. 

In order to reduce costs in line with the expected decrease in income, a 17% reduction has been applied, thereby reducing the number of budgeted positions from 47 to 39. None of the staff is due to retire by the end of 2005. 

In addition, seven posts established in the Information Services Department for a total of 168 work-months, 87 ½ work-months in the Common Services Department, plus 6% of staff costs of the Logistics Services, are included in the budget. 

The budgeted number of work-months is summarized as follows:

	
	 Work-months 

	Section
	Plan

 2002-2003
	Plan 

2004
	Plan

 2005
	Plan 

2004-2005
	Variance 

2002-03 

2004-05
	Variance in % 
	%

	Executive Manager’s Office
	144
	49
	49
	98
	-46
	-32%
	8%

	Exhibition Division
	240
	97 1/2
	97 1/2
	195
	-45
	-19%
	16%

	Marketing Division
	192
	78.0
	78.0
	156
	-36
	-19%
	13%

	Forum
	192
	82 1/2
	82 1/2
	165
	-27
	-14%
	14%

	Administration/Protocol
	168
	68 1/2
	68 1/2
	137
	-31
	-18%
	12%

	Press Services
	24
	19 1/2
	19 1/2
	39
	15
	63%
	3%

	Finance Services
	120
	49
	49
	98
	-22
	-18%
	8%

	Business Opportunities
	48
	24
	24
	48
	0
	0%
	4%

	Sub-total
	1,128
	468
	468
	936
	-192
	-17%
	79%

	 
	 
	 
	 
	 
	 
	 
	 

	Information Services Department
	168
	84
	84
	168
	0
	0%
	14%

	Common Services Department
	99
	43 3/4
	43 3/4
	87 1/2
	-11 1/2
	-12%
	7%

	Sub-total
	267
	127 3/4
	127 3/4
	255 1/2
	-11 1/2
	-4%
	21%

	 
	 
	 
	 
	 
	 
	 
	 

	Total 
	1,395
	595 3/4
	595 3/4
	1191 1/2
	-203 1/2
	-15%
	100%


3.2
Other staff costs

Other staff costs include items such as the Union's contribution to pension and health insurance, collective accident insurance, education grant and travel, travel on appointment and separation, installation and repatriation allowances, travel on home leave, accrued leave, terminal grants and removal expenses. 

Staff costs and other staff costs represent 69% of the total budget. 

3.3
Travel on duty

Official travel refers to journeys made for the purpose of missions, conferences and meetings. Included in this item are travel tickets, daily subsistence allowance (DSA), terminal expenses and insurance. Travel expenses will be kept to a minimum in order to achieve the planned reduction of 47% as compared with the 2002-2003 budget. All missions will be executed in a rational and cost-efficient manner. Electronic correspondence and teleconferencing will be use to the maximum extent possible to achieve savings.

3.4
Contractual services

Items included in this category generally relate to fees, honoraria and travel to and from the place of residence, for firms of consultants for contractual work and arrangements. Training, such as language courses, is also covered in this item.

Marketing activities constitute a major item of expenditure. The scope of these activities covers all the exhibition and forum events, and relates mainly to advertising campaigns. Budgeted expenditure in relation to the Telecom global marketing campaign amounts to some CHF 1.2 million in total for advertising space and agency production. The overall 57% reduction is in comparison with the level of implementation of the global marketing programme in 2002-2003.

3.5
Rental and maintenance of premises and equipment

The budgeted expenditure includes the rental of offices in the EFTA building, and related services such as cleaning, heating and electricity for a monthly payment of CHF 25,000, as well as the storage area at “La Praille”. This might be revised depending on the outcome of the recommendation of the Efficiency Committee to consider the possibility of repatriating Telecom to the ITU premises. 

3.6
Equipment and supplies

Materials and supplies include office stationery, printing supplies, computer supplies and computer software. Printing and production of brochures/leaflets/folders constitutes the major item of expenditure. The 53% reduction is in line with the reduction applied to the global marketing programme.
3.7
Acquisition of premises, furniture and equipment

Budgeted expenditure includes the purchase of furniture, computer and other technical equipment and installations. The 43% reduction is based on an extension of the life cycle for IT equipment from three to four years.

3.8
Public and internal service utilities

Included in this category are the official services provided by the Swiss local and national service providers such as electricity, water, postal, telephone and telegraph services (PTT). Most of the expenditure relates to postage and freight for brochures/leaflets/folders. The 66% reduction reflects the 2002 actual expenditure level.

3.9 
Miscellaneous / other

Besides CHF 30,000 of miscellaneous expenditure, the main item of expenditure under this category is cost recovery for services from the ITU General Secretariat (see para 16.5 page 170). The amount reflects the results of the cost-allocation methodology applied in the ITU budget, and is calculated at 60% of the total that would be due if full cost recovery were applied. This is in line with the decisions of the Plenipotentiary Conference.

4
Budget for 2004-2005 by section
	 
	CHF (000)

	Section
	Budget 2002-2003
	Estimate 

2004
	Estimate 

2005
	Proposal 2004-05
	Variance 2002-03 2004-05
	Variance in %     
	%

	Executive Manager’s Office
	2,485
	1,153
	1,168
	2,321
	-164
	-7%
	11%

	Exhibition Division
	3,542
	1,269
	1,291
	2,560
	-982
	-28%
	12%

	Marketing Division
	6,390
	1,797
	1,819
	3,616
	-2,774
	-43%
	17%

	Forum
	2,725
	955
	971
	1,927
	-798
	-29%
	9%

	Administration/Protocol
	2,168
	717
	736
	1,453
	-715
	-33%
	7%

	Press Services
	215
	173
	177
	349
	134
	62%
	2%

	Finance Services
	1,407
	516
	528
	1,044
	-363
	-26%
	5%

	Business Opportunities
	427
	225
	231
	456
	29
	7%
	2%

	Sub-total
	19,359
	6,805
	6,922
	13,726
	-5,633
	-29%
	 63%

	 
	 
	 
	 
	 
	 
	 
	 

	Information Services Department
	2,034
	1,039
	1,061
	2,100
	66
	3%
	10%

	Common Services Department
	1,620
	729
	729
	1,458
	-162
	-10%
	7%

	ITU Cost Recovery (indirect costs)
	4,076
	1,857
	1,857
	3,713
	-363
	-9%
	18%

	Sub-total
	7,730
	3,625
	3,647
	7,271
	-459
	-6%
	37%

	 
	 
	 
	 
	 
	 
	 
	 

	Total 
	27,089
	10,429
	10,568
	20,997
	-6,092
	-22%
	100%


4.1 Executive Manager’s Office

The ITU Telecom Executive Manager formulates general policy options, advises the Secretary-General on all Telecom matters and manages the Telecom Secretariat, which has responsibility for the planning, organization and execution of all ITU Telecom world and regional exhibitions and associated forums.

The Executive Manager’s Office currently includes one assistant, one contracts officer, one receptionist and one messenger. The contracts officer is responsible mainly for reviewing contractual arrangements and providing advice to the Secretariat.

	 
	 
	CHF (000)

	Cat.
	Expenditure item
	Budget 

2002-03
	Estimate

 2004
	Estimate

 2005
	Proposal 

2004-2005
	Variance

02-03 / 04-05

	01
	Staff costs
	1,405
	445
	457
	902
	-503

	02
	Other staff costs
	400
	128
	131
	259
	-141

	03
	Travel on duty
	20
	15
	15
	30
	10

	04
	Contractual services
	6
	20
	20
	40
	34

	05
	Rental and maintenance 
	204
	325
	325
	650
	446

	06
	Equipment and supplies
	38
	75
	75
	150
	112

	07
	Acquisition 
	244
	70
	70
	140
	-104

	08
	Public and internal service utilities
	112
	60
	60
	120
	8

	09
	Miscellaneous
	56
	15
	15
	30
	-26

	 
	 
	 
	 
	 
	 
	 

	 
	Total
	2,485
	1,153
	1,168
	2,321
	-164


4.2
Exhibitions Division

The ITU Telecom Exhibitions Division is responsible for the strategic planning and implementation of all ITU Telecom events and exhibitions. This includes research and proposals for the selection of host countries and venues, relations and contractual negotiations in this respect, processing of contracts for the technical service providers and other requirements, sponsorship opportunities, and liaison with exhibitors. The Exhibitions Division is also responsible for the conceptualisation, planning and implementation of new exhibitor initiatives, such as the Telecom Village at Telecom World 2003.

The Exhibitions Division currently comprises ten posts in total.

	 
	 
	CHF (000)

	Cat.
	Expenditure item
	Budget 

2002-2003
	Estimate

 2004
	Estimate 

2005
	Proposal 

2004-2005
	Variance 

 02-03 / 04-05

	01
	Staff costs
	2,306
	961
	978
	1,940
	-366

	02
	Other staff costs
	763
	294
	299
	593
	-170

	03
	Travel on duty
	20
	10
	10
	20
	0

	04
	Contractual services
	14
	4
	4
	8
	-6

	05
	Rental and maintenance 
	174
	0
	0
	0
	-174

	06
	Equipment and supplies
	63
	0
	0
	0
	-63

	07
	Acquisition 
	0
	0
	0
	0
	0

	08
	Public and internal service utilities
	186
	0
	0
	0
	-186

	09
	Miscellaneous
	16
	0
	0
	0
	-16

	 
	 
	 
	 
	 
	 
	 

	 
	Total
	3,542
	1,269
	1,291
	2,560
	-982


4.3
Business Development and Marketing Division

The ITU Telecom Business Development and Marketing Division (BDM) is responsible for all marketing, sales and business development activities for ITU Telecom events. This includes the strategic positioning of events in a competitive environment and defining unique advantages of Telecom products and services. BDM is responsible for the design, development and production of all brochures, advertising campaigns, collateral materials and media planning to successfully promote awareness and sales of events. Further, BDM is responsible for the design and management of ITU Telecom website, a key informational and promotional tool. BDM currently comprises eight posts.

	 
	 
	CHF (000)

	Cat.
	Expenditure item
	Budget 

2002-2003
	Estimate

 2004
	Estimate 

2005
	Proposal

 2004-2005
	Variance 

 02-03 / 04-05

	01
	Staff costs
	1,796
	711
	728
	1,438
	-358

	02
	Other staff costs
	566
	212
	217
	430
	-136

	03
	Travel on duty
	50
	10
	10
	20
	-30

	04
	Contractual services
	3,025
	639
	639
	1,278
	-1,747

	05
	Rental and maintenance 
	174
	0
	0
	0
	-174

	06
	Equipment and supplies
	595
	125
	125
	250
	-345

	07
	Acquisition 
	0
	0
	0
	0
	0

	08
	Public and internal service utilities
	168
	100
	100
	200
	32

	09
	Miscellaneous
	16
	0
	0
	0
	-16

	 
	 
	 
	 
	 
	 
	 

	 
	Total
	6,390
	1,797
	1,819
	3,616
	-2,774


4.4
Forum

The ITU Telecom Forum provides a programme of high-level keynote presentations and panel debate on topics of current interest in the field of telecommunications and related areas. The Telecom Development Symposium and the Youth Forum provide programmes of keynote presentations, interactive debate and workshops on themes related to the development of telecommunications and ICTs, especially in the least developed countries. Showcase presentations are also provided for companies to launch products and to present their portfolio of services to a large audience. 

The 2002-2003 budget comprises a total of eight posts. Two posts from the Strategy and Policy Unit of the General Secretariat are charged to the ITU Telecom Secretariat budget..

	 
	 
	CHF (000)

	Cat.
	Expenditure item
	Budget 

2002-2003
	Estimate 

2004
	Estimate

 2005
	Proposal

 2004-2005
	Variance 

 02-03 / 04-05

	01
	Staff costs
	1,792
	727
	739
	1,466
	-326

	02
	Other staff costs
	520
	219
	223
	442
	-78

	03
	Travel on duty
	24
	5
	5
	10
	-14

	04
	Contractual services
	10
	4
	4
	8
	-2

	05
	Rental and maintenance 
	166
	0
	0
	0
	-166

	06
	Equipment and supplies
	50
	0
	0
	0
	-50

	07
	Acquisition 
	0
	0
	0
	0
	0

	08
	Public and internal service utilities
	149
	0
	0
	0
	-149

	09
	Miscellaneous
	14
	0
	0
	0
	-14

	 
	 
	 
	 
	 
	 
	 

	 
	Total
	2,725
	955
	971
	1,927
	-798


4.5
Administration and Protocol

The main objective of the ITU Telecom Administration and Protocol section is to provide support in the organization of ITU Telecom events as well as in the day-to-day functioning of the Telecom Secretariat. The main areas of work include: protocol, logistics and administration. The Administration and Protocol Section currently comprises seven posts.

	 
	 
	CHF (000)

	Cat.
	Expenditure item
	Budget

2002-2003
	Estimate

 2004
	Estimate

 2005
	Proposal

 2004-2005
	Variance 

 02-03 / 04-05

	01
	Staff costs
	1,386
	565
	580
	1,145
	-241

	02
	Other staff costs
	487
	149
	153
	302
	-185

	03
	Travel on duty
	6
	0
	0
	0
	-6

	04
	Contractual services
	10
	3
	3
	6
	-4

	05
	Rental and maintenance 
	91
	0
	0
	0
	-91

	06
	Equipment and supplies
	44
	0
	0
	0
	-44

	07
	Acquisition 
	0
	0
	0
	0
	0

	08
	Public and internal service utilities
	130
	0
	0
	0
	-130

	09
	Miscellaneous
	14
	0
	0
	0
	-14

	 
	 
	 
	 
	 
	 
	 

	 
	Total
	2,168
	717
	736
	1,453
	-715


4.6
Press Services

Two positions of the ITU Corporate Communication Unit, one Press and Public Relations Officer and one Press and Media Relations Assistant, are dedicated to ITU Telecom press services and charged to the ITU Telecom Secretariat budget. Their work covers the development, management and implementation of the ITU Telecom communication and media relations plan. Its aims are to promote Telecom events and build awareness/credibility for ITU, effectively manage media relations for ITU Telecom and provide professional PR services to ITU Telecom participants.

	 
	 
	CHF (000)

	Cat.
	Expenditure item
	Budget 

2002-2003
	Estimate

 2004
	Estimate

 2005
	Proposal

 2004-2005
	Variance 

 02-03 / 04-05

	01
	Staff costs
	166
	133
	136
	269
	103

	02
	Other staff costs
	49
	40
	41
	81
	32

	03
	Travel on duty
	0
	0
	0
	0
	0

	04
	Contractual services
	0
	0
	0
	0
	0

	05
	Rental and maintenance 
	0
	0
	0
	0
	0

	06
	Equipment and supplies
	0
	0
	0
	0
	0

	07
	Acquisition 
	0
	0
	0
	0
	0

	08
	Public and internal service utilities
	0
	0
	0
	0
	0

	09
	Miscellaneous
	0
	0
	0
	0
	0

	 
	 
	 
	 
	 
	 
	 

	 
	Total
	215
	173
	177
	349
	134


4.7 Finance Services

Five positions within the ITU Finance Department are dedicated to ITU Telecom finance services and charged to the ITU Telecom Secretariat budget. They provide advice and support on financial and budgetary matters. The aim is tot actively contribute to the business of ITU Telecom and to its main goal of achieving successful results.

	 
	 
	CHF (000)

	Cat.
	Expenditure item
	Budget 

2002-2003
	Estimate

 2004
	Estimate 

2005
	Proposal

 2004-2005
	Variance 

 02-03 / 04-05

	01
	Staff costs
	940
	404
	413
	817
	-123

	02
	Other staff costs
	274
	112
	115
	227
	-47

	03
	Travel on duty
	10
	0
	0
	0
	-10

	04
	Contractual services
	30
	0
	0
	0
	-30

	05
	Rental and maintenance 
	10
	0
	0
	0
	-10

	06
	Equipment and supplies
	31
	0
	0
	0
	-31

	07
	Acquisition 
	0
	0
	0
	0
	0

	08
	Public and internal service utilities
	94
	0
	0
	0
	-94

	09
	Miscellaneous
	18
	0
	0
	0
	-18

	 
	 
	 
	 
	 
	 
	 

	 
	Total
	1,407
	516
	528
	1,044
	-363


4.8 Business Opportunities: Collaboration between WSIS and ITU Telecom
The WSIS has a much broader scope than ITU Telecom events and this represents a unique opportunity to acquire a wealth of knowledge for the benefit of future ITU Telecom events. The WSIS will provide ITU Telecom with experience of organization at the highest levels and an understanding of the latest trends in the telecommunication society thus ensuring that ITU Telecom is well positioned to refine and redirect its own business and consider and explore new business opportunities. To this end, two ITU Telecom staff members have been posted to the Executive Secretariat of the WSIS and the know-how gained will enable ITU Telecom to ensure its survival by evolving with the industry and adjusting to the new conditions in the telecommunication society.

	 
	 
	CHF (000)

	Cat.
	Expenditure item
	Budget

 2002-2003
	Estimate 

2004
	Estimate

 2005
	Proposal

 2004-2005
	Variance 

 02-03 / 04-05

	01
	Staff costs
	338
	170
	174
	344
	6

	02
	Other staff costs
	89
	55
	57
	112
	23

	03
	Travel on duty
	0
	0
	0
	0
	0

	04
	Contractual services
	0
	0
	0
	0
	0

	05
	Rental and maintenance 
	0
	0
	0
	0
	0

	06
	Equipment and supplies
	0
	0
	0
	0
	0

	07
	Acquisition 
	0
	0
	0
	0
	0

	08
	Public and internal service utilities
	0
	0
	0
	0
	0

	09
	Miscellaneous
	0
	0
	0
	0
	0

	 
	 
	 
	 
	 
	 
	 

	 
	Total
	427
	225
	231
	456
	29


4.9
Information Services Department

The ITU Information Services Department provides a series of IT-related services and functions in the context of ongoing ITU Telecom activities. Those services comprise Telecom web services and content publishing, e-mail and e-commerce infrastructure, TIS – Telecom Information Services, and other user support services.

The equivalent of seven IS Department staff is dedicated to ITU Telecom and charged to the ITU Telecom Secretariat budget.
	 
	 
	CHF (000)

	Cat.
	Expenditure item
	Budget 

2002-2003
	Estimate 

2004
	Estimate

2005
	Proposal

 2004-2005
	Variance 

 02-03 / 04-05

	01
	Staff costs
	1,392
	809
	827
	1,636
	244

	02
	Other staff costs
	400
	230
	234
	464
	64

	03
	Travel on duty
	20
	0
	0
	0
	-20

	04
	Contractual services
	20
	0
	0
	0
	-20

	05
	Rental and maintenance 
	45
	0
	0
	0
	-45

	06
	Equipment and supplies
	38
	0
	0
	0
	-38

	07
	Acquisition 
	0
	0
	0
	0
	0

	08
	Public and internal service utilities
	111
	0
	0
	0
	-111

	09
	Miscellaneous
	8
	0
	0
	0
	-8

	 
	 
	 
	 
	 
	 
	 

	 
	Total
	2,034
	1,039
	1,061
	2,100
	66


4.10
Common Services Department

The Common Services Department provides services to the ITU Telecom Secretariat, such as external and electronic publications, sales and marketing, dispatch services and logistics. The equivalent of three and two-thirds positions are dedicated to ITU Telecom and charged to the ITU Telecom Secretariat budget. Moreover, 6% of staff costs and other staff costs of the Logistics Services are included in the ITU Telecom budget.

	 
	 
	CHF (000)

	Cat.
	Expenditure item
	Budget

 2002-2003
	Estimate

 2004
	Estimate

 2005
	Proposal

 2004-2005
	Variance 

 02-03 / 04-05

	01
	Staff costs
	1,308
	641
	641
	1,282
	-26

	02
	Other staff costs
	312
	88
	88
	176
	-136

	03
	Travel on duty
	0
	0
	0
	0
	0

	04
	Contractual services
	0
	0
	0
	0
	0

	05
	Rental and maintenance 
	0
	0
	0
	0
	0

	06
	Equipment and supplies
	0
	0
	0
	0
	0

	07
	Acquisition 
	0
	0
	0
	0
	0

	08
	Public and internal service utilities
	0
	0
	0
	0
	0

	09
	Miscellaneous
	0
	0
	0
	0
	0

	 
	 
	 
	 
	 
	 
	 

	 
	Total
	1,620
	729
	729
	1,458
	-162


4.11
ITU cost recovery

Cost-recovery charges cover general and administrative services provided by the General Secretariat in accordance with the cost-allocation methodology applied in the ITU budget, calculated at 60% of the total that would be due if full cost recovery were applied. 

In addition, the 2002-2003 budget included staff costs of the General Secretariat for an amount of 

CHF 0.4 million.
	 
	 
	CHF (000)

	Cat.
	Expenditure item
	Budget 2002-2003
	Estimate

 2004
	Estimate

 2005
	Proposal

 2004-2005
	Variance 

 02-03 / 04-05

	01
	Staff costs
	400
	0
	0
	0
	-400

	02
	Other staff costs
	0
	0
	0
	0
	0

	03
	Travel on duty
	0
	0
	0
	0
	0

	04
	Contractual services
	0
	0
	0
	0
	0

	05
	Rental and maintenance 
	0
	0
	0
	0
	0

	06
	Equipment and supplies
	0
	0
	0
	0
	0

	07
	Acquisition 
	0
	0
	0
	0
	0

	08
	Public and internal service utilities
	0
	0
	0
	0
	0

	09
	Miscellaneous
	3,676
	1,857
	1,857
	3,713
	37

	 
	 
	 
	 
	 
	 
	 

	 
	Total
	4,076
	1,857
	1,857
	3,713
	-363


5
ITU Telecom events

5.1
Income

Gross income generated by the world event and the four regional events in the course of a three-year rolling cycle shall, after payment of the direct expenditure to contractors and suppliers, fully cover the ITU Telecom Secretariat financial requirements. Any surplus income is paid into the Exhibition Working Capital Fund. In the event of a shortfall in income, the Exhibition Working Capital Fund is used to offset the financial deficit.

5.2 Scenarios

Based on the ITU Telecom Secretariat budget for 2004-2005 of CHF 21 million, total financial needs would amount to approximately CHF 31.5 million over the three years 2004-2006 (assuming that 2006 expenditure would be maintained at the same level as in 2005 in nominal terms). These requirements must be fully funded by the income generated during the period. The most direct source of revenue is the rental of square metres of exhibition space, but entrance fees, forum registration fees and sponsorship also contribute. Based on a sale price of CHF 600 per square metre for the regional events and of CHF 700 for the world event, plus other related income, it is anticipated that breakeven would be reached at a total of 89,600 square metres of sold exhibition space. A 25% contingency level is assumed.

	 
	 
	CHF (000)

	 
	 
	Total
	World
	Africa
	Asia
	Americas

	 
	 
	
	
	
	
	

	Rental space  (Square meters)
	89,600
	56,000
	6,600
	15,000
	12,000

	Allocation (per cent)
	100%
	63%
	7%
	17%
	13%

	 
	 
	 
	 
	 
	 
	 

	Rental income
	 
	55,200
	35,800
	3,800
	8,600
	7,000

	Other income
	 
	18,850
	15,400
	1,050
	1,200
	1,200

	Total income
	 
	74,050
	51,200
	4,850
	9,800
	8,200

	 
	 
	 
	 
	 
	 
	 

	Less direct costs
	-32,050
	-21,500
	-2,650
	-4,200
	-3,700

	 
	 
	 
	 
	 
	 
	 

	= Gross result
	 
	42,000
	29,700
	2,200
	5,600
	4,500

	Gross result
	In CHF / Sq.m.
	469
	530
	333
	373
	375

	 
	 
	 
	 
	 
	 
	 


Given the above planning assumptions, the estimated amount of CHF 42 million as gross income over the three-year cycle of events would generate estimated surplus income of CHF 10.5 million during the triennial period (base case). Based upon a scenario of 25% additional gross income, the surplus income would double to CHF 21 million (high case). Assuming a low scenario of 25% less in gross income, breakeven would be achieved with no deficit or excess of income (low case). Based on the above assumptions, the amount of CHF 21 million can be considered as a ceiling on expenditure for the budget for 2004-2005. 

	 
	 
	CHF (000)

	Scenarios
	
	Gross result
	Core expenditure
	Net result

	 
	 
	
	
	

	Base case 
	 
	42,000
	31,500
	10,500

	High case
	+25%
	52,500
	31,500
	21,000

	Low case
	-25%
	31,500
	31,500
	0

	 
	 
	 
	 
	 


5.3
Programme of events for 2004-2006

Three regional events are scheduled in 2004-2005: ITU Telecom Africa 2004 in Cairo, Egypt, in May 2004; ITU Telecom Asia 2004 in Busan, Republic of Korea, in September 2004; ITU Telecom Americas 2005, date and venue yet to be decided. A world event is planned in 2006.

A Middle East and Arab States Telecom event was planned to be held in 2001, and has been postponed until further notice. Two years’ notice for invitations by host countries is necessary. Should an event take place during the period 2004-2006, the cost-allocation basis would be modified accordingly. Income generated from this event would add to the net income derived from the planned events.

5.4 ITU Telecom World

The two world events - Telecom World 2003 and Telecom World 2006 - will be allocated 63% of the Telecom Secretariat budget for 2004-2005, four months for the former and twenty months for the latter. In addition, World 2006 will be allocated 63% of the Telecom Secretariat expenditure for 2006. The Telecom World 2003 budget is used as basis, assuming that the income and expenditure estimates are identical for both events. 

World events were organized every four years until 2003, so that the 2003 event is allocated indirect costs for the four-year period from May 2000 (date of closure of the accounts for World 1999) to April 2004. Due to the shortening of the event cycle, the cost allocation to World 2006 is reduced to three years.

The World 2003 budget foresees surplus income over direct expenditure of the order of CHF 29.7 million. Income is planned at a level of CHF 51.2 million, on the assumption of 56,000 square metres of exhibition space sales. This reflects a conservative approach, rather than assuming any upturns in the market/continuing sales, and thereby minimizes the risk of incurring a deficit. Direct expenditure is estimated at CHF 21.5 million. The gross contribution ratio, calculated by dividing the gross result by total income, is 58%. 

The allocated core costs amount to CHF 19.8 million, leading to a net result of CHF 9.9 million . This corresponds to a net contribution ratio, calculated by dividing the net result by total income, of 19.3%. 

The financial forecast is as follows:

	 
	CHF (000)

	 
	Total
	Exhibition
	Forum,
	Marketing
	Administration

	INCOME
	
	
	
	
	

	Rent
	35,800
	35,600
	200
	 
	 

	Admission
	10,600
	4,200
	6,400
	 
	 

	Sponsoring
	4,100
	500
	2,200
	1,100
	300

	Other income
	700
	50
	 
	50
	600

	 
	 
	 
	 
	 
	 

	Total income
	51,200
	40,350
	8,800
	1,150
	900

	
	
	
	
	
	

	EXPENDITURE
	 
	 
	 
	 
	 

	Staff costs
	-3,500
	-500
	-200
	-1,000
	-1,800

	Travel costs
	-1,500
	-100
	-1,400
	 
	 

	Contract services
	-3,600
	-900
	-100
	-2,600
	 

	Rental and maintenance
	-10,600
	-9,600
	-600
	-100
	-300

	Materials and supplies
	-1,000
	-400
	 
	-400
	-200

	Acquisitions
	-500
	 
	 
	 
	-500

	Public services
	-500
	 
	 
	-400
	-100

	Miscellaneous expenses
	-300
	-100
	-100
	 
	-100

	 
	 
	 
	 
	 
	 

	Total direct costs
	-21,500
	-11,600
	-2,400
	-4,500
	-3,000

	 
	 
	 
	 
	 
	 

	Gross result
	29,700
	28,750
	6,400
	-3,350
	-2,100

	
	 
	 
	 
	
	 

	Core expenditure
	-19,800
	 
	 
	
	 

	 
	 
	 
	 
	 
	 

	Net result
	9,900
	  
	 
	 
	 


5.5 ITU Telecom Africa

The two African regional events - Telecom Africa 2004 and 2007 - will be allocated 7% of the Telecom Secretariat budget for 2004-2005, eleven months for the former and thirteen months for the latter. In addition, Africa 2007 will be allocated 7% of Telecom Secretariat expenditure for 2006. The Telecom Africa 2004 budget is used as basis, assuming that the income and expenditure estimates are identical for both events. 

The Africa 2004 budget foresees surplus income over direct expenditure of the order of CHF 2.2 million. Income is planned at a level of CHF 4.8 million, on the assumption of 6,600 square metres of exhibition space sales. Direct expenditure is estimated at CHF 2.6 million. The gross contribution ratio, calculated by dividing the gross result by total income, is 45.4%. 

The allocated core costs amount to CHF 2.2 million, leading to a net result of breakeven. This corresponds to a net contribution ratio, calculated by dividing the net result by total income, of 0%. 

The financial forecast is as follows:

	 
	CHF (000)

	 
	Total
	Exhibition
	Forum
	Marketing
	Administration

	INCOME
	
	
	
	
	

	Rent
	3,800
	3,800
	 
	 
	 

	Admission
	400
	50
	350
	 
	 

	Sponsoring
	650
	 
	300
	100
	250

	Other income
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	Total income
	4,850
	3,850
	650
	100
	250

	 
	 
	 
	 
	 
	 

	EXPENDITURE
	 
	 
	 
	 
	 

	Staff costs
	-300
	-100
	 
	-100
	-100

	Travel costs
	-300
	-50
	-200
	 
	-50

	Contract services
	-650
	-100
	-50
	-500
	 

	Rental and maintenance
	-850
	-550
	-100
	 
	-200

	Materials and supplies
	-300
	 
	 
	-200
	-100

	Acquisitions
	-100
	 
	 
	 
	-100

	Public services
	-150
	 
	 
	-150
	 

	Miscellaneous expenses
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	Total direct costs
	-2,650
	-800
	-350
	-950
	-550

	 
	 
	 
	 
	 
	 

	Gross result
	2,200
	3,050
	300
	-850
	-300

	
	 
	 
	 
	
	 

	Core expenditure
	-2,200
	 
	 
	
	 

	 
	 
	 
	 
	 
	 

	Net result
	0
	  
	 
	 
	 


5.6 ITU Telecom Asia

The two Asian regional events - Telecom Asia 2004 and 2007 - will be allocated 17% of the Telecom Secretariat Budget for 2004-2005, fifteen months for the former and nine months for the latter. In addition, Asia 2007 will be allocated 17% Telecom Secretariat expenditure for 2006. The Telecom Asia 2004 preliminary figures are used as basis, assuming that the income and expenditure estimates are identical for both events. 

The Asia 2004 estimates indicate surplus income over direct expenditure in the order of CHF 5.6 million. Income is planned at a level of CHF 9.8 million, on the assumption of 15,000 square metres of exhibition space sales. Direct expenditure is estimated at CHF 4.2 million. The gross contribution ratio, calculated by dividing the gross result by total income, is 57.1%. 

The allocated core costs amount to CHF 5.4 million, leading to a net result of CHF 0.2 million. This corresponds to a net contribution ratio, calculated by dividing the net result by total income, of 2.0%. 

The financial forecast is as follows:

	 
	CHF (000)

	 
	Total
	Exhibition
	Forum
	Marketing
	Administration

	INCOME
	
	
	
	
	

	Rent
	8,600
	8,600
	 
	 
	 

	Admission
	600
	100
	500
	 
	 

	Sponsoring
	600
	 
	500
	50
	50

	Other income
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	Total income
	9,800
	8,700
	1,000
	50
	50

	 
	 
	 
	 
	 
	 

	EXPENDITURE
	 
	 
	 
	 
	 

	Staff costs
	-750
	-200
	-150
	-300
	-100

	Travel costs
	-600
	-100
	-300
	-100
	-100

	Contract services
	-1,200
	-100
	-100
	-1,000
	 

	Rental and maintenance
	-400
	-200
	-200
	 
	 

	Materials and supplies
	-750
	 
	 
	-400
	-350

	Acquisitions
	-100
	 
	 
	 
	-100

	Public services
	-300
	 
	 
	-300
	 

	Miscellaneous expenses
	-100
	-50
	-50
	 
	 

	 
	 
	 
	 
	 
	 

	Total direct costs
	-4,200
	-650
	-800
	-2,100
	-650

	 
	 
	 
	 
	 
	 

	Gross result
	5,600
	8,050
	200
	-2,050
	-600

	
	 
	 
	 
	
	 

	Core expenditure
	-5,400
	 
	 
	
	 

	 
	 
	 
	 
	 
	 

	Net result
	200
	  
	 
	 
	 


5.7 ITU Telecom Americas

The Telecom Americas 2005 event will be allocated 13% of the Telecom Secretariat Budget for 2004-2005, and of the first three months of the Telecom Secretariat expenditure for 2006. This assumes that the event is held in September 2005. In addition, the next Americas event that should normally take place in 2008 will be allocated 13% of the remaining nine months of the Telecom Secretariat expenditure for 2006.

Surplus income over direct expenditure is estimated at CHF 4.5 million. Income is planned at a level of CHF 8.2 million, on the assumption of 12,000 square metres of exhibition space sales. Direct expenditure is projected at CHF 3.7 million. The gross contribution ratio, calculated by dividing the gross result by total income, is 54.9%. 

The allocated core costs amount to CHF 4.1 million, leading to a net result of CHF 0.4 million. This corresponds to a net contribution ratio, calculated by dividing the net result by total income, of 4.9%. 

The financial forecast is as follows:

	 
	CHF (000)

	 
	Total
	Exhibition
	Forum
	Marketing
	Administration

	INCOME
	
	
	
	
	

	Rent
	7,000
	7,000
	 
	 
	 

	Admission
	500
	100
	400
	 
	 

	Sponsoring
	700
	 
	400
	100
	200

	Other income
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	Total income
	8,200
	7,100
	800
	100
	200

	 
	 
	 
	 
	 
	 

	EXPENDITURE
	 
	 
	 
	 
	 

	Staff costs
	-600
	-200
	-100
	-200
	-100

	Travel costs
	-600
	-100
	-300
	-100
	-100

	Contract services
	-1,000
	-100
	-100
	-800
	 

	Rental and maintenance
	-700
	-400
	-200
	 
	-100

	Materials and supplies
	-500
	 
	 
	-300
	-200

	Acquisitions
	-100
	 
	 
	 
	-100

	Public services
	-200
	 
	 
	-200
	 

	Miscellaneous expenses
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 

	Total direct costs
	-3,700
	-800
	-700
	-1,600
	-600

	 
	 
	 
	 
	 
	 

	Gross result
	4,500
	6,300
	100
	-1,500
	-400

	
	 
	 
	 
	
	 

	Core expenditure
	-4,100
	 
	 
	
	 

	 
	 
	 
	 
	 
	 

	Net result
	400
	  
	 
	 
	 


6
Exhibition Working Capital Fund

The table below gives the balance of the Exhibition Working Capital Fund on 31 December of each year since 1997, and its current level at the end of September 2003 (amounts in thousands of Swiss francs):

	As at 31 December 1997
	4,985

	As at 31 December 1998
	7,461

	As at 31 December 1999
	11,959

	As at 31 December 2000
	32,472

	As at 31 December 2001
	32,648

	As at 31 December 2002
	24,741

	As at 30 September 2003
	17,549


Until 2001, surpluses of income over expenditure allowed the Fund to be built-up and maintained. The trend thereafter has reversed, showing a reduction of CHF 15 million  (or a rate of decrease of 46%) between 31 December 2001 and 30 September 2003. By Council Resolution 1209, some CHF 5 million was transferred from the Exhibition Working Capital Fund to the Telecom Surplus Fund in 2003. The loss on the Americas 2003 event, which was ultimately cancelled, was deducted from the fund in 2003, in the amount of CHF 1.7 million. In September 2003, a payment of CHF 0.5 million has been made from the fund in connection with the activities of WSIS (cf. Council-02 Decision 509). 

Furthermore, the last Telecom event (Asia 2002) will result in a shortfall in income of some

CHF 2.2 million. This will be withdrawn from the Fund, leading to a projected balance of CHF 15.3 million at 31 December 2003. Should the commitment decided by Council-02 Decision 509 to transfer from the Exhibition Working Capital Fund to the WSIS Special Trust Fund an amount of up to CHF 5 million for each of the two phases of WSIS, as an interest-free loan to meet the cost of the meeting, be fully exercised, the level of the fund would ultimately fall to CHF 5.8 million.
In order to allow Telecom, inter alia, to operate and pay commitments before income is received, the Council established that the Fund should have a minimum level of CHF 5 million. 
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The graph below shows the evolution of the Exhibition Working Capital Fund for the years 1997 to 2003.


































