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At its 2003 Session (5-16 May), the Council of the International Telecommunication Union adopted Resolution 1210, "Implementation of the recommendations of the Group of Specialists (Decision 7, Marrakesh 2003)" (Document C03/87).  Annex 3 of that Resolution, at Item (1)(j), invites Member States to submit any questions they may have regarding the proposed draft budget for 2004-2005.

Accordingly, the following questions are presented on behalf of the United States for response by the Secretary-General. 

1. Cost Recovery Income.  The Budget Request for 2004-2005 anticipates annual income from cost recovery of 8,604,000 SF.  Does the ITU have a contingency plan if that income fails to materialize?  Please explain.

Comments of the Secretary-General

The only existing procedure is compliance with the Financial Regulations which stipulate in Article 10, paragraph 6: “Actual shortfall in the income related to the implementation of cost recovery activities should be absorbed in principle by the relevant appropriations provided in the Budget of the Sectors and General Secretariat, as appropriate.”
2. World Summit. (WSIS).

a. The 2004-2005 Budget Request anticipates spending 547,000 SF on the WSIS.  This amount is described as expenditures for “Audit and inter-agency (sic) fees and miscellaneous”.  Please describe exactly what these funds are intended to pay for.

Comments of the Secretary-General

1
According to Council Resolution 1133, the 2000-2001 biennial budget included a total appropriation of CHF 411’000  for the Implementation of PP98 Resolution PLEN/13: World Summit on the information Society. The Council incorporated this amount into budget Chapter 1.2 to cover the costs of the Special Group created by the Council, as follows:

	Category 1: Temporary staff
	11’000

	Category 4: External consultants
	400’000

	Total
	411’000


2
According to Council Resolution 1174, the 2002-2003 biennial budget included a total appropriation of CHF 135’181  for the World Summit on the Information Society. This amount was allocated to a new Chapter 1.3 to cover temporary staff costs in relation with the World Summit preparatory work as follows:

	Category 1&2: Temporary staff
	135’181

	Total
	135’181


3
In its Decision 509, the 2002 session of the Council decided to include a total amount of CHF 1’894’000  into the 2004-2007 ITU draft Financial Plan. The Plenipotentiary Conference, taking into account Council Decision 509, finally adopted the ITU Financial Plan, including the allocation of a total amount of CHF 1’194’000  as the ITU contribution for the preparation of the World Summit on the Information Society.

4
Since Decision 6 (PP02, Marrakesh) do not mention the period during which this appropriation could be used nor the nature of expenditures that shall be covered in this respect, the 2004-2005 draft budget proposes:

· On the one hand, to allocate 50% of this amount to the first biennium 2004-2005 and the other 50% to the second biennium 2006-2007;

· On the other hand, in the absence of precise information on the work programme for the second preparatory phase of the Summit (Tunis, 2005), to identify this amount of CHF 597’000  as Miscellaneous
 within Chapter 1.3. 

POSSIBLE SOLUTIONS

5
Since the activities of the Executive Secretariat of the World Summit on the Information Society shall be terminated by 31 December 2005, the CHF 1’194’000  ITU contribution to the WSIS trust fund shall be used within the same deadline. However, in practice, the Financial Plan figures shall normally be distributed equally among the two biennium, i.e. CHF 597’000  in 2004-2005 and CHF 597’000  in 2006-2007.

6
In order to better align budget availability with the calendar of activities and in addition to the above-mentioned CHF 597’000 of the 2004-2005 draft budget, it is proposed to loan CHF 597’000  from the TELECOM surplus during the 2002-2003 biennium and, in the course of the 2006-2007 biennium, use the CHF 597’000 scheduled in the 2006-2007 budget to reimburse it.

7
When the WSIS second phase work programme will be established and according to Article 10 of the ITU Financial Regulation, this amount could be transferred to appropriate categories of expenditures, from 1 to 9, within the same Chapter 1.3. In other words, the proposal made in the draft budget is a stand-by solution giving the necessary flexibility to use these appropriations in the appropriate categories.

b. The 2004-2005 Budget Request also anticipates spending an additional 2,878,000 SF for General Secretariat Support Services.  Please explain what these Support costs are and how such a proportionately large sum is needed for support of an audit or interagency fee administration.  When will the audit be available to ITU Member States?

Comments of the Secretary-General:

The amount of CHF 597’000 is shown under category 9 “audit and inter-agency fees and miscellaneous” for technical temporary reasons, as indicated in the answer to the preceding question (see paragraph 7). As regards the amount of CHF 2’878’000 for General Secretariat Support Services, it represents the additional work provided by certain Departments/Services for this activity (Coordination, External Relations and Strategy and Policy Units for some CHF 2.4 million and other Departments for 0.478 million). This cost has been calculated according to the cost allocation methodology applied in ITU (see Document C03/2, page 110 and the global response to questions at the end of this document).

c. The 2004-2005 Budget Request indicates that the 2002-2003 WSIS spending included the following line items for a total of 1,413,000SF;

Staff costs – 135,000

Documentation – 149,000

General Secretariat Support – 1,129,000

Yet, the 2002-2003 Budget Request only sought 355,049 SF in General Secretariat Support costs.  Please describe why it was necessary to spend an additional 773,000 SF for Secretariat support.

Comments of the Secretary-General:

The General Secretariat support services correspond to the definition given in page 113 of document C03/2 under “General Secretariat costs” and are differentiated in two broad types:

· Administrative support

· Centralized support.
In the 2002-2003 budget, the administrative support costs estimates are of  CHF 67’325  and the centralized support services of CHF 287’724. Thus, the total General secretariat support cost is of about of CHF 355’049.

In the proposed 2004-2005 budget, the total General secretariat support cost is of about CHF 1’129’000.  The overall General secretariat support proposed increase is of about CHF 773’951.

The 2002-2003 budget was prepared during the first quarter of 2001 when it was still very difficult to estimate the nature and the volume of work, which would be generated by the World Summit preparatory activities. For instance, the number and size of PrepComs was not yet identified nor the number and size of related subsequent activities, including HLSOC and bureau meetings. Also, the size and the structure of the Executive Secretariat was not yet defined and the recruitment of concerned staff was only at its beginning. In other words, this WSIS 2002-2003 budget was prepared mainly on the basis of assumptions, taking into account the lack of experience of the ITU and its Members to carry out this kind of activities.

The 2004-2005 proposed budget is based on experience gained since then. In addition, due to the difficulties met in relation with the results of the fund raising actions undertaken by the Secretary-General, the ITU internal services were extensively used in particular Conference, Common and Information systems ones. The following table gives some examples of discrepancies between assumptions and experience as mentioned above.

	Assumptions on the basis of which the 2002-2003 budget was built
	
	Experience on the basis of which the 2004-2005 budget is proposed

	1 P5, coordinator WSIS, to be supported by the TELECOM budget
	[image: image1.wmf]TABLE A

Cost analysis of the International Telecommunication Union for 2004-2005

Activities

Planned 

expenditure

Documentation

Bureau Support 

services

 Total costs

Administrative 

services

Centralized 

services

 Total activity 

costs

In % of 

ITU

I    Inter-sectoral activities

2'824

2'094

not applicable

4'918

11'037

5'714

21'669

6.60%

II   Radiocommunication Sector

17'789

10'718

57'840

86'347

15'350

40'335

142'032

43.25%

III Telecommunication Standardization Sector

4'965

13'696

21'391

40'052

5'974

22'821

68'847

20.97%

IV Telecommunication Development Sector

15'252

3'175

49'085

67'512

10'362

17'950

95'824

29.18%

TOTAL

40'830

29'683

128'316

198'829

42'723

86'820

328'372

100.00%


	One P5, one P3 and one P1 supported by the TELECOM budget were needed and are planned in the next period.

	The Head, CEC units shall give 50% of his time to the preparation of the World Summit
	
	5 high level officials were “partially detached” to help in the preparatory work: - 4 from CEC units (including the Head of the units) as well as the Head of Conference Department.

	The cost of most of information and audiovisual systems were supposed to be supported by the trust funds or/and sponsored by the private sector.
	
	All these costs were absorbed by the information systems Department and a minor part of it supported by the trust funds.

	The delegate registration and document control services were supposed to be carried out by the Executive Secretariat.
	
	Due to the lack of appropriate human resources or/and the low level of the trust fund, CEC units support the main part of these services.

	The volume of documentation was estimated only on the basis of PrepCom meetings needs without having any PrepCom experience.
	
	Document production support has been carried out for the three PrepCom meetings as well as for the HLSOC, Bureau and intersessional work. A significant part of the cost of this work has been absorbed by the Conference Department.

	As far as the preparatory work is concerned, including PrepComs, based on the ITU practices in-force at the beginning of year 2001, the security measures have been minimized. 
	
	Due to the September 2001 events, these security measures have been reviewed with a significant impact on the involvement of the Common services Department.


All these differences have been taken into account by the Finance Department when re-phasing the “allocation drivers” as defined in the ITU cost re-allocation methodology (Page 112 of the draft budget 2004-2005).

On the question in relation with “audit or interagency fee” the presentation of the budget is misleading (as mentioned in the answer to question a) above). In the ITU budget structure, category 9 includes Audit, Inter-agency fees and miscellaneous. In this particular case, the total amount of  CHF 597’000 shall be understood as allocated to miscellaneous ONLY and NOT to Audit or/and Inter-agency fees.

This “non-allocation” of the budget was proposed due to the absence of precise information on the work programme of the second phase (Tunis, 2005).

d. Similarly, the 2002-2003 Budget Request for WSIS indicated 2000-2001 expenditures of 608,000 SF but the 2004-2005 Budget Request now reports only 287,000 SF as the actual expenditures for 2000-2001.  Please identify the correct number for WSIS/2000-2001 and describe the discrepancies and as noted immediately below;

Budget Request Year


Amount Requested/Reported


The 2002-2003 Budget Request

2002-2003:  639,094


(at page 49)

The 2004-2005 Budget Request

2002-2003: 1,413,000


(at page 35)

Comments of the Secretary-General:

Clarification on these different figures is given below:

	
	Proposed budget
	Approved budget
	Actual expenditures

	2000-2001
	608’000
	608’000

(See C01/2, page 49)
	287’000

(See C03/2, page 5)

	2002-2003
	639’094

(See C01/2, page 49)
	1’413’000

(See C03/2, page 35)
	--


e. Please outline by source, by year and by purpose funds allocated to WSIS by the ITU.  This should include expenditure of voluntary contributions.

Comments of the Secretary-General:

This question needs some clarification. The first part of the question refers to “funds allocated to WSIS by the ITU” and the second part of the question to “expenditure of voluntary contributions”. These two notions are different.

1) Funds allocated to WSIS by the ITU are appropriations in the various biennial budgets of the Union allocated to WSIS activities. Such funds are implemented and managed by the ITU-Secretariat, according to ITU’s Financial Regulations and following guidance given by the Council in this respect. These are as follows:

Council Resolution 1133

In its 1999 session, the Council adopted the biennial 2000-2001 budget. This budget includes an overall appropriation of CHF 2’638’000 to implement Council meetings, including groups of the Council. Within these CHF 2.6 million, CHF 411’000 have been allocated to the implementation of Resolution 73 (Minneapolis, 1998) to cover contractual services costs in relation with the Special Group of the Council on the World Summit for the Information Society. In addition, CHF 40’000 has been foreseen on cost of documentation and CHF 157’000 on General secretariat support services.

Council Resolution 1174

In its 2001 session, the Council adopted the biennial 2002-2003 budget. This budget includes a new Chapter 1.3, created in this respect, with CHF 135’181 in order for the Secretary-General to take appropriate actions to coordinate with other international organizations and with the various partners concerned, with a view to holding a World Summit on the Information Society. In addition, CHF 149’000 has been foreseen on cost of documentation and CHF 355’000 on General secretariat support services.

2) Voluntary contributions are not allocated by the ITU. The WSIS trust funds are administered by the ITU under the direct responsibility of the Secretary-General following terms of reference given by the contributors. To date, the situation of voluntary contributions an there respective allocation is as follows:

Contributions restricted to certain categories of expenditures available on the WSIS trust fund
	CONTRIBUTOR
	CHF
	CATEGORIES OF EXPENDITURES
	DATE

	Canton of Geneva
	350’000
	Special Ambassador
	07.12.2001

	MPHPT, Japan
	176’820
	Expert from Japan
	22.03.2002

	MPHPT, Japan
	178'875
	“” “”
	11.11.2002

	UNDP
	97'000
	Expert from UNDP
	01.03.2003

	Canada
	950'000
	Executive Director

Expert from Canada

Experts from developing countries

Fellowships
	01.02.2003

	BA F K Switzerland
	18'293
	Interpretation service for Bureau meetings
	31.10.2002

	BA F K Switzerland
	3'699
	“” “”
	31.10.2002

	BA F K Switzerland
	27'542
	“” “”
	31.10.2002

	BA F K Switzerland
	31'239
	“” “”
	07.01.2003

	SDC Bern
	450'000
	Fellowships
	08.01.2003

	Sweden
	317'660
	Experts from Dev. countries
	27.12.2002

	Finland
	245'565
	Experts from Dev. countries or/and fellowships
	31.12.2002

	Total
	2'496'693
	
	


Contributions not restricted to certain categories of expenditures available on the WSIS trust fund

	CONTRIBUTOR
	CHF
	DATE

	MPHPT, Japan
	198'310
	30.11.2001

	MPHPT, Japan
	184’409
	01.03.2002

	MPHPT, Japan
	414'116
	04.06.2002

	African Telecommunication Union
	750
	31.08.2001

	World Meteorological Organisation
	15'000
	01.02.2002

	World Meteorological Organisation
	15'000
	13.05.2003

	Government of Malta
	3'512
	05.08.2002

	Portugal ANACOM
	30'000
	19.09.2002

	UPU
	15'000
	02.10.2002

	NTT DoCoMo
	124'100
	13.09.2002

	Burkina Faso
	15'000
	01.10.2002

	Spanish Ministry
	145'200
	17.01.2003

	UNFCU (UN credit union)
	1'390
	13.01.2003

	OFCOM
	131'100
	28.01.2003

	Total
	1'292'887
	


The above appropriations are allocated to the preparatory work including various costs of the Executive Secretariat as follows:

	Swiss Francs
	PrepComs
	Regional
meetings
	Thematic
meetings
	Executive
secretariat
	Total

	MPHPT, Japan
	143'605
	1'484
	247
	52'974
	198'310

	MPHPT, Japan
	133'538
	1'380
	230
	49'260
	184'409

	MPHPT, Japan
	299'879
	3'100
	517
	110'621
	414'116

	African Telecommunication Union
	543
	
	
	207
	750

	World Meteorological Organisation
	10'974
	
	
	4'026
	15'000

	World Meteorological Organisation
	10'974
	
	
	4'026
	15'000

	Government of Malta
	2'543
	
	
	968
	3'512

	Portugal ANACOM
	21'724
	225
	
	8'051
	30'000

	UPU
	10'974
	
	
	4'026
	15'000

	NTT DoCoMo
	89'866
	929
	155
	33'150
	124'100

	Burkina Faso
	10'974
	
	
	4'026
	15'000

	Spanish Ministry
	105'145
	1'087
	181
	38'787
	145'200

	UNFCU (UN credit union)
	1'017
	
	
	372
	1'390

	OFCOM
	94'935
	981
	164
	35'020
	131'100

	
	
	
	
	
	1'292'887


f. Please identify by name, job description and pay grade all ITU staff currently assigned to work on WSIS.  Will the ITU be reimbursed for assigning staff to WSIS?  If so, by whom?  Will such reimbursement include a charge for General Secretariat Support?

Comments of the Secretary-General:

As already mentioned in Council document C03/9, page 4, some ITU staff are formally assigned to work for the World Summit preparatory activities, as follows:

ITU Staff assigned to WSIS (including SSA contracts)

	Name
	Job Title

Funding/Comments
	Grade

	SEGOND G.-O.
	Special Ambassador

Funded by WSIS Trust Fund.
	SSA

	GAGNE P.
	Executive Director

Funded by WSIS Trust Fund.
	D.2

	LEVIN A.
	Deputy Executive Director

Part-time, in addition to normal duties as Head CEC
	D.1

	GILHOOLY D.
	Principal Advisor / Executive Coordinator

Funded by WSIS Trust Fund.
Office of the Secretary-General, loaned full-time to WSIS.
	D.1

	KELLY T.
	Responsible for content matters

Part-time, in addition to normal duties as Head, SPU.
	D.1

	DANG V. B.
	Responsible for information services

Part-time, in addition to normal duties as Chief, Information Services Department.
	D.1

	RADJY A. H.
	Responsible for security matters

Part-time, in addition to normal duties as Chief, Common Services Department.
	D.1

	PITT A.
	Responsible for conferences matters

Part-time, in addition to normal duties as Acting Chief, Conferences Department.
	P.5 
(IF 3.8 b) D.1)

	CAPITAINE Ph.
	Responsible for administrative services for the ES, including financial matters

Part-time, in addition to normal duties as Head, External Affairs Unit.
	P.5

	GUILLOT A.
	Responsible for legal matters

Part-time, in addition to normal duties as Legal Adviser.
	P.5

	LAMBERT F.
	Responsible for press matters

Part-time, in addition to normal duties as Head, Corporate Communication Unit.
	P.5

	BOUSSAID A.
	Secretary to the Round Table events during the Summit, 10-12 December 2003

Part-time, in addition to normal duties as Head, Conferences and Programming Unit, BDT.
	P.5

	CLARK Ch.
	Strategic Planning Officer

Funded by WSIS Trust Fund.
CEC, loaned full-time to WSIS.
	P.4

	FOWLIE G.
	Responsible for media matters

Part-time, in addition to normal duties as Chief, Media Relations and Public Information Service.
	P.4

	NAKAYA T.
	Counsellor for Summit organisation

Funded by WSIS Trust Fund.

CEC, loaned full-time to WSIS.
	P.4

	PARK N. I.
	Research Officer / Associate Officer

Funded by Korea.
CEC, loaned full-time to WSIS.
	P.3

	BARON M. H.
	Responsible for registration and documentation

Part-time, in addition to normal duties as Planning Officer, CU/CEC.
	P.3

	PARATIAN M.
	Responsible for protocol matters

Part-time, in addition to normal duties as External Affairs Officer/Protocol.
	P.3

	PARKER N.
	Administrative Officer

Part-time, in addition to normal duties in Telecom.
	P.3

	FUKUMURO K.
	Web Developer

Funded by Japan

Part-time, in addition to normal duties in IS
	P.2

	SAROCCO C.
	WSIS Coordinator

Part-time, in addition to normal duties in Telecom.
	SSA

	LINDSAY J.
	Administrative Officer

Part-time, in addition to normal duties in Telecom.
	P.1 (ST)

	MACDERMOT L.
	Administrative Assistant

Loaned by BR.
	G.6

	MONTENEGRO CERQUEIRA C.
	Administrative Assistant

Loaned by Telecom.
	G.5

	ASENCIO M.-I.
	Administrative Assistant

Funded by WSIS Trust Fund.
	G. 5(ST)

	PORTOCARRERO M.
	Administrative Assistant

Funded by WSIS Trust Fund
	G. 4(ST)


g. Although it is difficult to determine the actual amounts spent thus far on the Summit, it does appear as if the amounts spent and planned to be spent exceed the estimates presented to Council 2000.  At that time, the “Feasibility Study” estimated that the total costs of preparatory Summit work would be 1,814,000 SF and that the Summit itself would cost a 2,155,000 SF making a total cost of 3,969,000 SF.  Please explain if these estimates remain valid and if not, why not.

Comments of the Secretary-General :

The feasibility study was made at a very early stage when the size, structure and duration of the Executive Secretariat were unknown.

The feasibility study made in 2000 was based on unit costs that are now obsolete. Also the costs of the Preparatory Meetings were based on 3 PrepComs of 2 days each with direct impact on the cost of fellowships.

Recognizing that the cost of the preparatory as well as of the Summit itself, shall be revised, the 2002 session of the Council, in its Decision 509, endorsed a revision of the overall cost estimates as Given in Annex 2 to document C02/82.

As far as the cost of the Summit itself is concerned, since the formal agreement between the host country and the ITU is not yet finalized, the costs to be covered by the WSIS resources cannot yet be precisely defined.

3. Telecom.  Similarly, the Budget Requests/reports for Telecom vary greatly;

Budget Request Year


Amount Requested/Reported

The 2002-2003 Budget Request

6,126,286 SF (requested)

(page 66)

The 2004-2005 Budget Request

7,602,000 SF (reported)

(page 40)

Please describe the additional expenditures, why the newly reported numbers for 2002-2003 vary so greatly from the Budget Request and who authorized these increased expenditures.

Comments of the secretary-General

The level of Telecom cost recovery income as foreseen in the 2002-2003 Budget was based on an approved level of 60% of the full cost recovery for the General secretariat administrative and support services dedicated to the Telecom activities. Moreover, this level of income was based on the planned staffing level for Telecom at this stage, excluding some additional support staff members that were devoted more specifically to the major telecom events. Taking into consideration the approved Budget as well as the entire staffing level devoted to Telecom activities, the real cost recovery income for telecom, based on 60% of the full costs, should have been set at CHF 4.5 million as against CHF 3.6 million as indicated in the 2002-2003 Budget. The implementation of this cost recovery will reflect the real usage of the support and administrative services of the General Secretariat. This actual level of cost recovery income will be based on the actual costs incurred by these centralized services as well as the actual staffing level of Telecom on the basis of a 60% recovery level of the full support costs.

4. Office of Secretary General/Deputy Secretary General – travel.  The 2004-2005 Budget Request includes 290,000 SF for travel on duty.  While this amount is 2,441 SF below the 2002-2003 budget it is still 76,000 SF above the amount for 2000-2001.  Are the sums for 2004-2005 consistent with PP02 and U.N. guidance regarding class of travel?

Comments of the secretary-General
The estimation of the appropriations provided for travel for the 2004-05 timeframe have been maintained at the same level as the 2002-03 budget to better reflect the real level of expenditure as at 30th June 2003 (CHF 235’785.91). This amount represents a decrease of some 7% as compared to the 2000-01 actual amount. The overall expenditure foreseen for 2004-05 for travel missions for the General Secretariat has been reduced by some 20% in real terms to be in line with the requirements of Decision 6 (Marrakesh, 2002) for HQ staff official missions and with the U.N. guidance regarding the class of travel.
5. Office of Secretary General – Coordination, External Relations, SPU.  This office has requested 173,000 SF for contractual services.  Please describe the services that are contemplated under this line item.

Comments of the secretary-General

In the 2002-03 budget, a figure of CHF 398’000 was allocated for contractual services in the Strategic and Policy Unit, including the new initiatives programme. As a result of the integration of the new initiatives programme with the TELECOM Forum, it has been possible to reduce the requirement for contractual services to just CHF 153’000 (a reduction of some 62% per cent). The new initiatives programme is largely funded from voluntary contributions. The remaining contractual services are used for supporting the studies and publications of the unit, including contributions to the work of the WSIS.

6. ITU-D contractual services.

a. For 2004-2005 the ITU-D has requested 5,412,000 SF for “contractual services”.  Please provide details of the work expected to be conducted, the identity of these contractors, the amount expected to be spent on each contractor and the amount of business (in CHF) each contractor has conducted with the ITU-D during the 2000-2001 and 2002-2003 biennial budgets.

Comments of the secretary-General
‘Contractual Services’ comprises all services performed for the ITU in the form of Expert, or company contracts.  For both categories, selection and administration of contracts is carried out in conformity with ITU Field Personnel and Contract & Procurement procedures.  

In line with Decision 6 (Marrakesh, 2002), a substantial reduction in the allocation requested for contractual services is foreseen.  This takes into account the new directive of the BDT to make a concerted effort to use internal resources for activities where specific expertise is required.  The new allocation comprises a reduced component dedicated to External Expertise, as well as a provision for contractual services other than Experts, based on figures from previous biennia.

Experts and Contractors to be used in the 2004-2005 period can only be determined after the budget and operational Plan have been finalized, and suitable candidates identified in line with the works/services required.

b. For 2002-2003 the ITU-D requested 9,929,5000 SF for “contractual services”.  Please provide a list of the contractors who were paid during this period, describe the nature of each contractor’s work effort, and make available to Council samples of the work conducted.

Comments of the secretary-General

Disbursements during the 2000-2001 and 2002-2003 periods under the contractual services category comprise External Expert contracts as well as contracts with companies for the provision of a variety of services, ranging from technical expertise in specific fields, support services to BDT field activities, training, activity evaluation, etc in accordance with priorities set under the Buenos Aires, Valetta and Istanbul Action Plans.  Over 400 different Experts were hired for a range of over 700 actions during the 2000-2003 period.  Contracts were signed with over 40 companies and registered enterprises for over 63 actions.  It should be borne in mind that several actions may contribute to the completion of one activity during, and over the course of successive, biennia.

Lists of External Experts and other Contractors utilized for the period 2002-2003 are available for consultation, on a confidential basis. BDT Action Managers are also more than willing to provide examples of work carried out, upon request.

7. Plenipotentiary Conference.   The 2004-2005 Budget Request seeks 1,000 SF of staff costs for Plenipotentiary activities.  As well, the budget seeks 525,000 SF for General Secretariat Support Services.  Please explain why it is necessary to spend 525,000 SF to support 1,000 SF of staff costs.

Comments of the secretary-General

The re-allocation of the costs of the General Secretariat support services is not only based on the level of the direct costs. Even though there are no direct costs forecast for 2004-05 (only CHF 1’.000), ITU staff members will be requested to provide support for the preparation of the next Plenipotentiary Conference in 2006. The major part of the amount of CHF 525’000 represents the work effort provided by the Coordination, External Affairs, Communication Unit, and Legal Affairs Unit to this activity for the 2004-05 timeframe. Details as well as a complete explanation concerning the methodology applied for the re-allocation of the General Secretariat support services  will be given in Part 4 of the Revised Budget 2004-05 document.
8. New Initiatives Program.  The 2004-2005 Budget Request notes that the IMT-2000 program has been eliminated.  It does not, however, define how much is being requested for the New Initiatives Program.  The 2002-2003 budget requested 1,997,470 SF (including 1,149,719 SF for General Secretariat overhead charges) for the New Initiatives.  How much is requested for 2004-2005?  How much of that amount will be allocated to General Secretariat charges?  In the draft budget for 2000-2001 when the New Initiatives program was introduced (C99/20 at 1.4), it was asserted that this program would be a candidate for cost recovery.  When will cost recovery for the New Initiatives be implemented?

Comments of the secretary-General
It is planned to integrate the New Initiatives programme with the TELECOM Forum, under the SPU. The majority of the activities of the New Initiatives Programme are carried out under voluntary contributions. The funding requested for new initiatives in the 2004-05 budget is intended only as seed money to provide continuity between activities.

At present, cost recovery is not applied to the new initiatives programme. However, cost recovery is applied to the activities of the TELECOM Forum. This situation may be further reviewed once the merger is complete.

9. Implementation of Technical Projects – ITU-D.  The 2002-2003 Budget Request sought 10,800,521 SF (including 3,855,855 of General Secretariat overhead charges) for implementation of technical projects including UNDP, other trust funds and voluntary contributions.  The 2004-2005 Budget Request does not include a similar line item.  Please identify the location in the budget and amount of this budget element for the 2004-2005 cycle.  The 2004-2005 Budget Request does indicate that the ITU anticipates 3,085,000 SF of  support cost income from these sources but does not – as it did not in 2002-2003 – indicate what the net cost or “profit” of the ITU is for operating these projects.  Please explain.

Comments of the secretary-General

The figure of CHF 10’800’521 for the period 2002-2003 was sought in correlation with the schedule of Activities applicable at the time the budget was prepared, which included a specific Activity entitled “Implementation of Technical Projects”.

For the 2004-2005 cycle, Activities have been re-aligned to priorities of the Istanbul Action Plan, and costs foreseen in relation to the Implementation of Technical Projects are now located within the Activity “Regional Initiatives”.  

An approximate amount attributable to project implementation within the Regional Initiatives component of the Draft Budget Submission (Table E, C03/2) could be extracted on a pro-rata basis, using figures from the last cost allocation time study.  Of the budget for Bureau Support Services, CHF1’ 941’000 approximately CHF 4,448,000 will be attributable to project implementation costs, in addition to about 650 K out of the total allocation for Administration Services and about CHF 1’100’000 out of the total allocation in respect of Centralized Services.

In line with the development, and assistance-driven mandate of the BDT, it could be said it is developing countries, which stand to “profit” from the projects.  The concepts of cost-sharing, and partial rather than full cost recovery are applied.

10. Budget Allocation.  The 2002-2003 budget request, at Table A, clearly set forth cost allocations throughout the ITU.  In other words, each Sector clearly outlined its own Planned Expenditures, Documentation costs and Bureau Support services ( a total of 197,510,042 SF).  In addition, the Budget Request clearly indicated that 143,519,840 would be allocated to Administrative Services and Support Services.  Please provide a similar summary of the picture for the 2004-2005 budget request.  As well, each Sector’s programmatic line item clearly indicated how much of the program’s cost would be allocated to these General Secretariat/overhead charges.  Please provide a similar description of the charges allocated to each program for 2004-2005.  What steps are being taken to reduce these charges to Sector from the General Secretariat?

Comments of the Secretary-General
A table showing the cost allocations throughout the ITU was presented in Annex V of the Document C03/2. Details concerning the distribution of the Administrative services and support services among the activities of the Union were also given in Tables B, C, D and E of this Annex V.

As the budget figures proposed for 2004-05 have been revised from CHF 328’028’000 to CHF 328’372’000, these cost analysis tables have been changed accordingly. 
A total amount of CHF 198’829’000 is outlined for the sectors Planned Expenditure, Documentation costs and Bureau Support services. It indicates that CHF 129’543’000 would be allocated to Administrative services and centralised services and distributed among the activities of the Union. Further details will be presented in the Part 1,2,3 and 4 of the revised budget Document for 2004-05 to be presented at the next Council session in October 2003.
The table below gives an updated picture of the 2004-05 cost analysis:

The total costs of the Departments of the General Secretariat have been reduced for the2004-05 timeframe as compared to the 2002-03 budget by 10.6 % in real terms to cope with Decision 6 (Marrakesh, 2002) and the ITU budgetary constraints. This reduction has resulted in the diminution of the total amount to be distributed to the overall ITU activities. The total costs of the General Secretariat to be re-allocated to the activities amount to CHF 129’543’000 for 2004-05 as compared to CHF 143’519’000 for the 2002-03 budget.
11. Budget-to-Budget Comparisons Made Meaningless by New Format.  As indicated above, the macro/Sectoral numbers are impossible to reconcile from the 2002-2003 Budget Request to the 2004-2005 budget request.  This is true, as well, for individual programs within each sector.  For instance, the 2002-2003 Budget Request clearly shows that the TSAG was seeking 2,735208 SF (3 meetings: 6/02, 2/03, 11/03) (up dramatically from the 2000-2001 (3 meetings: 6/00, 3/01, 11/01) budget of  1,320,000).  The 2002-2003 request for TSAG included 1,049,660 in General Secretariat overhead charges.  
TSAG budget figures (000’s SF) – 3 meetings per biennium
	
	2000-2001 budget
Council-2001 Doc 002 (page 101)
	2002-2003 budget
Council-2001 Doc 002, Table D (p.100)
	2002-2003 budget
Council 2003 Doc 002; Sect III-3.3

	TSAG planned expenditure
	249
	382
	382

	Documentation
	260
	361
	360

	Bureau support
	402
	943
	701

	      Total ITU-T costs
	911
	1,686
	1,443

	Administrative services
	95
	324
	(no information)

	Centralized Support services
	314
	726
	(no information)

	      Total
	1,320
	2,735
	?


The 2004-2005 budget request cites different numbers for some line items for the 2002-2003 TSAG budget and omits entirely the appropriate line items for General Secretariat overhead charges leaving no basis for valid budget-to-budget comparison.  This failure is compounded by the apparent inclination to change line item amounts within the TSAG budget without any explanation or footnote in the 2004-2005 Budget Request.  This reformatting occurs throughout the 2004-2205 presentation of 2002-2003 accounts and makes comparisons difficult if not impossible.  The revised 2004-2005 Budget Request, to be considered in October 2003, should clearly be stated to permit valid comparisons with a recognition of General Secretariat overhead charges and a companion of explanation of any changes to the approved 2002-2003 budget request and whether Council actually approved such changes.  The revised 2004-2005 budget should also reflect the decisions of PP-02, TSAG (Feb 2002) and Council (May 2003) to maintain 3 meetings in each biennium.  

Comments of the Secretary-General

The difference between the figures given in the 2004-2005 Budget Request and the 2002-2003 Budget Request are due to the revision of the time allocation survey by the bureau of the Sector at the end of 2001. This change was dictated by the will to provide a 2002-2003 financial and analytical picture based on relevant and comparable time evaluation and work effort. 

The figures concerning the administrative services and centralized support services related to the activities were provided in Document C03/2 (Annex 5) submitted to the May session of 2003 Council.
See also the global answer at the end of this document.
11. TDAG Budget and Cost Allocation Methodology.  During C03 the question was raised regarding a dramatic change in the amount assigned to Bureau Support Services for TDAG.  The following numbers have been presented to Council for Bureau Support Services;

2000-2001 approved budget:  405,000 SF

2002-2003 budget request:  425,997 SF

2004-2005 budget restatement of 2002-2003 amount:  3,285,000

2004-2005 budget request:  1,085,000 SF

The explanation for this variance has been that the ITU-D Bureau commitment of resources to TDAG was subject of a time allocation study during some point of the 2002-2003 budget period.  This may well be the case but it is difficult to understand then how actual estimates of time resources could have been off by a factor of nearly 8 times.  If Management estimates of resource/overhead allocations can be that dramatically at variance from actual audited resource utilization, it is difficult to have much faith in other numbers assigning overhead charges to individual programs.  During the 2002-2003 budget period what other programs were put through similar time/resource audits?  What were the results?

If the Bureau Support costs for the TDAG increased by the 2,859,003 SF as now indicated in the 2004-2005 budget request, then during the 2002-2003 period that amount must have been moved from elsewhere in the budget.  Please identify the sources and amounts used to pay for this unexpected charge of nearly 3 million SF.

Finally, if the time/resource audit indicated that for the 2002-2003 period the actual correct Bureau Support charge should have been 3,285,000 SF why did the number return to a seemingly more normal 1,085,000 SF for the 2004-2005 budget request?  Did this occur in other programs/offices which have been exposed to similar resource/ time audits?  What is your schedule for future audits?

Comments of the Secretary-General
All Sections of the BDT are now the subject to a Cost Allocation Time Study on an annual basis.  The questionnaires/audit are the subject of refinement on a yearly basis in accordance with changes to the structure of BDT Activities, and with a view to obtaining more accurate results.  Cost Allocation Time Studies from previous years are available for consultation on a restricted basis.
For the 2002-2003 period, the budget request was based on the Cost Allocation Time Study for 1999 (i.e. the study carried out in 2000, and used in 2001 for preparation of the budget request), in which the responses received from all Sections attested to TDAG activities only being carried out by the staff of one BDT Unit.

The later budget re-allocation for the same period was subsequently based on the Cost Allocation Time Study for 2000, in which it was observed that staff BDT-wide contributed a percentage of their time to TDAG-related work and the resultant increase in TDAG costs was absorbed by all areas of the BDT Budget.

The 2004-2005 budget request used 2001 Study results, in conjunction with extrapolations made in respect of changes to the table of Activities between the Valetta and Istanbul Action Plans.

Copies of the Cost Allocation Time Study are available for consultation on a restricted basis.

See also global answer at the end of this document

12. R-Sector Anomaly.  Five R-Sector programs – Processing of Notices for Space Services, Other Space Activities, Processing of Notices for Terrestrial Services, Other Terrestrial Activities and Liaison With and Support to Development Activities – indicate that they will have no Planned Expenditure or Documentation costs.  Each program does incur Bureau Support Services (and, presumably General Secretariat overhead charges).  It appears as if this was true as well for the 2002-2003 budget period.  Please explain.

Comments of the Secretary-General
Those activities are strictly BR regulatory activities in accordance with the requirement of the Radio Regulations and because of that nature, their documentation cost is, and was, presented under part 2.12 “Regulatory publications”.
13. UNDP Trust Funds – See Financial Operating Reports for 2000-2001 (Table 17e) and 2002 (Table 12b).  The ITU’s UNDP trust Fund continues to have large carryover amounts and relatively modest Expenditures for Projects.  In the period from December 31, 2000 through December 31, 2002 the balance opened at $51,902,044 and closed at $57,042,424.  During this three-year period there appears to have been spent about $10,276,667 or only slightly more than $3.3 million per year.  What exactly is the ITU’s role in administering these projects and funds?  What are the projects themselves, are they for system build-outs or just an assortment of consulting arrangements?  To what degree has the ITU’s involvement in these UNDP funds increased teledensity?  Does the ITU charge full cost recovery for this work?  Does the ITU charge full General Secretariat overhead rates for its involvement in the UNDP funds?

Comments of the Secretary-General
ITU is involved in three distinct project categories as determined by source of funding: 

· UNDP (UNDP funding is generally held by UNDP New York, and ITU carries out disbursements on an inter-office voucher basis – these are not UNDP Trust Funds as such)

· Funds-in-Trust (sources other than UNDP)

· Telecom Surplus

The ITU plays the role of both executing and implementing agency, for a host of projects.  ITU’s role can be determined by the motivation for the project – whether it be a country-in-need seeking financing expert services, a government or international agency coordinating the inputs of several agencies to a cross-sectoral project (e.g. Tele-education), or ITU suggesting, fund-raising for, and putting into place a project in line with BDT priorities.  ITU’s role can extend to recruitment, contract and procurement administration, training and event coordination, following ITU procedures in these domains.  It can also extend to facilitating in-house expertise and other direct assistance from the organization.  ITU is also responsible for the monitoring and control of project funds, and coordinating project audit and evaluation.

Project activities span needs assessments, facilitation of technical know-how, purchasing of equipment, training, evaluation, etc.  Increase in teledensity is only one of a broad range of project objectives covered by the ITU.  Other areas targeted include establishment of telecommunications infrastructure, development of existing telecommunications infrastructure, post-emergency assistance, human resources development, telemedicine, tele‑education, internet access, sector reform, and ICTs.

Projects can range in size and scope from the simple provision of expert services in a specific subject area to a comprehensive schedule of telecommunications-related activities within a given context.
In line with BDT’s development, and assistance-driven mandate, Administrative Operating Support on Funds-in-Trust projects is subject to negotiation, and the projects operate on a partial cost recovery basis.  

For UNDP projects, UNDP Programme Regulations relating to Administrative Operating Support must also be respected.  The subject of Administrative Operating Support, if any, chargeable on Telecom Surplus-funded projects is still under discussion.

14. UNDP Trust Fund Closing Balance.  According to C2001/9 (at page 33) the closing balance on December 31, 2000 for unused credits was $52,003,914.81.  According to C2002/13 (at page 42), however, that balance was reported as $51,902,044.00.  Thus, it appears that roughly $101,870 went missing from the same account balance as reported in two different years.  Please explain 

Comments of the Secretary-General
For Trust Fund projects (i.e. excluding UNDP projects, funding for which is not held in trust by ITU):

1. 9PAL98001

in 2000 incorrectly categorized as Telecom Surplus

In 2001, balance transferred to Trust Fund category.

2. 9RAF00052
in 2000 the project opened with a credit balance; during 2001 the project had a small deficit and was re-categorized, thus removing the balance from Trust Fund to debtor projects.

3. 9CMB00001, 9GLO00035, 9RAF97045

in 2001 the projects were re-categorized as Voluntary Contribution funded.

The balance on 1. was $4,213 thus increasing the opening Trust Fund balance in 2001.

The balance on 2. was $53,753.38 thus decreasing the opening Trust Fund balance in 2001.

The balances on 3. totalled $52,330.43 thus decreasing the opening Trust Fund balance in 2001.

The net result of the above ($53,753.38 + $52,330.43 - $4,213) is $101,870.81, i.e. the difference in the Council documents for 2001 and 2002. 
It should be noted that the overall closing balance for Trust Fund/Telecom Surplus/Voluntary Contribution/Associate Expert projects in 2000 ($53,737,673.66) equalled the overall opening balance in 2001.
16. “Miscellaneous” Expenses – ITU-D.

In the Budget Request for 2004-2005, there are 9 broad categories at Table 10 for spending within the Development Sector.  The fifth largest expenditure requested is for the “miscellaneous” category – 1,338,000 SF.  This is about 10% higher than for the 2002-2003 period (1,105,100 SF) and, in any case, substantially higher than the other Sectors have requested (T-Sector, 84,000 SF and R-Sector 141,000 SF).  Does this reflect some weakness in the budget structure – that it is unable to provide sufficient flexibility, or that the categories are too narrow?  If not, please describe in detail what these “miscellaneous” expenses are.
Comments of the Secretary-General
The ‘Miscellaneous’ category covers a broad range of sundry office operational expenses, the largest component of which is due to charges levied by UNDP on services rendered to the ITU – whether it be facilitating disbursements for projects, Operational Plan or general regional office requirements (e.g. air tickets, DSA payments, purchases of office needs, etc).

The increase in 2004-5 figures over those for 2002-3 is directly related to:

· The introduction of more persistent enforcement of cost recovery by UNDP, with country offices now charging per transaction handled (the administration for this has been decentralized by UNDP HQ, resulting in different methodologies and different tariffs being charged for the same transaction, depending on the country office concerned).

· Measures taken in line with the resolve to strengthen ITU regional presence, to ensure that all offices, including premises, equipment and IT connectivity, are brought into line with a standard commensurate with the rest of the organization.  Several offices have changed premises in the past two years.

Due to the complexity of UNDP cost recovery measures, and the resultant increase in workload it represents for the ITU, after having observed the impact of the new measures over a two year period, ITU plans to negotiate a flat rate percentage of the total costs of all transactions handled by UNDP, early next year.

Since 2002, substantial refinements to regional office petty cash administration have been made, including the introduction of improved control mechanisms.  Research is also being undertaken into decentralization of responsibility for budget and disbursements in order to avoid using UNDP as much as possible.

17.  2002-2003 Extraordinary Budget line items.  The approved 2002-2003 budget included 5 specific line items spread across the three Sectors amounting to 9,347,736 SF.  Of these five line items, however, only one – regional radiocommunication conferences – was entered in the final Management budget document (C2001/103 - Res 1174), at Table #2 as income and at Table 5 as an expenditure.  Indeed, it appears as if the other sectoral budgets did not take into consideration the extraordinary budget.  For instance, the ITU-D was given 2,970,299 SF in the extraordinary budget for implementation of technical cooperation projects.  Yet, the final budget only shows an increase of ITU-D in the amount of 1,171,000 SF.  Indeed, the summary at Table #1 nets out to a total increase of 917,854 SF – the exact amount allocated for the regional radiocommunication conferences.  Thus, it is not clear whether or not the extraordinary budget was merged with the Ordinary Budget in the final document.  If the final document does not incorporate the line items of the Extraordinary Budget why are there increases in each sector’s budget;  if the final document does include the line items from the Extraordinary Budget why do they not appear to match the specific budget increases approved for the Extraordinary Budget?  In the future, if there are Extraordinary Budgets wouldn’t it seem more appropriate to show those elements as totally separate from the Ordinary Budget?

Comment of the Secretary-General



An answer to this question will be given later on.

18.  Buildings Maintenance.  Pursuant to the External Auditor’s report of 2000 (Council 2000/21) which noted a number of issues with the transparency and openness of the ITU’s contracting practices and also noted the need to spend approximately 40,000,000 SF to maintain the ITU’s buildings over the next ten years, ITU management presented a plan at Council 2001 (C2001/6) to meet these maintenance needs.  In response, Council authorized (C01/79 – 14.4) withdrawal of  4,750,000 SF from the Reserve Account for buildings maintenance during the 2002-2003 biennium.   How has that 4,750,000 SF been spent?  

Annex A to C2001/6 set forth a detailed plan for needed repairs to all ITU buildings covering the period 2001 through 2007.  Has the work scheduled for 2001, 2002 and 2003 been completed?  The Annex also indicated that, at that time, the ITU estimated it would need 41,767,716 SF through 2007.  Has that estimate been updated or does it remain valid?

Comment of the Secretary-General

Following decisions of Council 2001, the PSC recommended the work plan and priorities for 2002-2003 in December 2001. In 2002, most of the schedules projects and tasks progressed well in spite of the additional studies relating to the preparation of draft the Financial Plan for Marrakesh. However, in 2003 most of the planned projects were delayed as the progressive authorisations of financial commitments were suspended due to the financial crisis. In June 2003 the PSC reviewed the outstanding list of works in the work plan, and was not convinced of the need to replace some of the old installations.  It recommended only one of the suspended items of work, requiring that for some of the works an independent consulting engineer should determine whether or not the works are needed. As for Annex A to document C001/6, the overall estimate stands at 41 million francs approximately.

19.
Early retirement.  With respect to document C03/02 Add1 and the presentation indicating the impact on budget cuts, has a program been initiated to provide incentives that would encourage staff members to elect early retirement? If so, please describe the program.  If not, why not? (Such a program could result both in saving financial resources as well as opening positions that can be filled with outside candidates who would bring new expertise into the Union's staff.) 
Comments of the Secretary-General
The considerable number of regular staff, permanent and fixed-term, affected by staff reductions will, to a large extent, be reduced by natural attrition. 

It is estimated that a solution will still have to be found for approximately 20 staff members.  From amongst these, we expect to be able to redeploy some 15 staff members within the Union.  For the remaining 5 cases, an individualized approach, within the framework of ITU Staff Regulations and Staff Rules, is preferred as representing the most economical solution for the Union.  

20. Validation of Sector Member contributions.  (Page 2) Is the estimated income from Sector Members' contributions based solely on declarations by Sector Members and the assumption that Sector Members who have not declared their selected contribution level will continue their past level of contributions?  If so, there is a risk that some Sector Members, especially multinational corporations holding multiple Sector Memberships, may not have made a declaration because they have gone bankrupt.  As part of the preparation of the revised budget, a "reality check" should be made to determine if any of those silent companies will not pay their contributions because they no longer exist.  Furthermore, going forward, the process needs to be revised to remove this potential weakness in the revenue data presented in the budget.

Comments of the Secretary-General

The estimated income from Sector Members’ contributions is based solely on their declaration. Investigating on the continuation of their contribution will not reduce the risk of denunciation as the denunciation is possible according to CV and CS
21. Revisions to the amount of cost-recovery fees. (Page 4) Please revise the estimate of the amount of cost recovery fees that will be collected for processing satellite network filings in order to reflect the decisions reached by Council in May 03.  (These decisions (i) rejected the extension of cost recovery to additional activities, (ii) rejected the proposed changes to the fee schedule, and (iii) approved a cap on the assessment for a given filing.)

Comments of the Secretary-General

The figures will be revised in the new draft budget to be submitted to the Council at its session of October 2003 and will take into account the changes introduced in Decision 482 by the last Council, the statistics of this year and forecasted future developments. It should be noted that the whole satellite cost recovery process is still under review by the Council Working Group and may be subject to changes if decided by the 2004 Council..
22. Revision of paragraph B.27.  (Page 29) In preparing the revised budget document, please revise the text of paragraph B.27 to reflect the decisions reached by the Plenipotentiary Conference in Resolution 88 and the Council at its May 2003 Session. The ITU-R may reasonably expect to be able to recover the amounts, including caps, established by Council '03.

Resolution 88 specified that cost recovery for satellite networks should be implemented as soon as possible consistent with Resolution 91, identified which satellite filings are subject to cost recovery, and established an ad hoc group to recommend processing charges for satellite filings.  These charges were to include "identifiable and auditable costs incurred directly in the processing of satellite network filings".  The ad hoc group reported to Council '03 that such cost information was not available for all activities associated with satellite network filings, and proposed that the group present its recommendations to the 2004 Council, by which time it hoped that such cost information would be available.  

In that connection, what activities are actually included in the cost basis used to compute the current cost recovery fees and what are the actual cost figures for these respective activities? 

Comments of the Secretary-General

The present schedule of cost recovery fees was adopted by Council-2002 and partly modified by  Council-2003. Activities included are advance publication, coordination requests and some specific publications under the Plans (AP30, 30A and 30B). Some parts of the cost from the General Secretariat were also taken into account in the preparation of the methodology used now but there was no consensus in the Working Group and consequently in the 2003 Council what is the meaning by actual cost figures. That means that it would be the main subject for the WG and the BR investigation, the results of which are to be reported to the Council of 2004. It is to be noted that the last Council was not in a position to implement the decisions of the PP 2002 to increase the scope of the cost recovery, that is why the figures presented in the new draft budget were calculated using the methodology in force now with the changes introduced by the last Council, which means that they are correct as they stand until new changes are approved by the Council.

23. Processing space service notices.  The description of the processing of notices for space services (page 47) provides only a total amount of the proposed budgeted funds; no detail of the "activities" that comprise this budget item are provided.

What activities are included in the proposed budgeted funds of 23,107,000 SF for the 2004-2005 period and what are the budget estimates for each of these activities?  Which of these activities are currently included in the cost basis used in developing the cost-recovery fees assessed satellite network operators?

Comments of the Secretary-General

As explained in question 22,  at present the activities to be covered by the cost recovery  fees are the advance publication, coordination requests and some publications under the Plans for satellite broadcasting (AP30,30A) and fixed satellite service (AP30B). The activities in question covered partly the expenditures of the SSD based upon former time surveys and are not based on full reallocated cost for the General Secretariat that had not been approved by the last Council and will be examined again by the next Council. It is necessary to underline that only the cost of the activities mentioned above is planned to be recovered and the expenditures for the notification stage are not  yet included. The activities covered at the moment are very much interrelated and we are not in a position to separate the expenditures between the activities based upon the existing time surveys. It may be considered as the task for future studies which may even result in some need for structural changes and optimisation within the SSD.

24.  Cost-allocation methodology.  Page 112 refers to a "cost-allocation" methodology. What is the basis for this methodology?  Is it based on past staff time surveys? What changes are anticipated in this cost-allocation methodology after the Council decision is implemented to initiate a staff time recording process in the Radiocommunication Sector?

Paragraph E.3 points up a basic flaw in the full cost allocation methodology.  If, as stated, allocated costs are often of a fixed nature and are not proportional to the costs of an activity, then the full costs, as defined in the ITU budget, are not good tools for "providing an insight into the full cost of an activity or set of activities".  How can the methodology be modified such that curtailing or expanding an activity will not be allocated the same fixed support costs?
The past two Plenipotentiary Conferences adopted recommendations that the ITU implement financial practices such that the costs incurred in the Union's activities covered by "cost recovery" are identifiable and auditable.   What is the timetable and the process the ITU is following to respond to these Plenipotentiary Conference decisions?  

25. Cost-allocation transparency.   Paragraph E.14 (Page 115) states that the cost-allocation system is transparent. How and where is this cost-allocation system documented?  Can this documentation be made available to Council?

Comments of the Secretary-General

See global answer at the end of this document.
26. Cost drivers. Paragraph E.15 (Page 115) states that cost drivers are updated at the end of each year/biennium. What is the basis for updating these drivers?

Comments of the Secretary-General

See global answer at the end of this document.
27. SAP software support services.  The draft budget (at page 6 of Doc C03/02 Add 1)  proposes to cut support for the SAP software. If support for the SAP software is cut, how does the ITU plan to implement the recommendations of the External Auditor that the ITU improve its cost accounting procedures?  (Inadequate cost-accounting has been a major problem in a number of areas, especially where cost-recovery is sought for processing satellite notifications.)

Comments of the Secretary-General

See global answer at the end of this document.
28.  Compliance with UN guidelines.  The UN has recommended a set of accounting and financial reporting guidelines for all agencies.  Is ITU implementing those guidelines in this draft budget?  If so, please advise which specific recommendations the ITU is implementing.  If the ITU is not using those guidelines, why not?  Does ITU management intend to do so in the future?

Comments of the Secretary-General

The accounting and financial reporting guidelines are strictly followed in the presentation of the accounts of the ITU.

29.  Consistency of budget format from year-to-year.  Because the ITU budget format varies from year to year, it is impossible for Member States and Councillors to track trends and proportions of revenue, costs, and expenses over a several-year period.  Consistency down to a sufficient level of detail to allow for meaningful comparison would enable the current budget to be compared with past budgets more rationally.  Member States at Plenipotentiary Conferences and Councillors at Council meetings have requested this change.  When will the ITU meet this requirement?  Will it use its current SAP accounting and reporting system to do so?  Does it plan to engage SAP or other systems consultants to implement this SAP capability?

Comments of the Secretary-General

The various changes in the format of the budget have been motivated by the ITU Management’s will to offer more transparency and to slowly move towards a results based budgeting as required by Council during last sessions. The rigidity imposed by the Financial Regulations has not permitted to proceed to a complete reform of the presentation of the budget.

The new financial presentation of the 2004-2005 budget proposed to the October session of 2003 Council has been elaborated in order to compare the appropriations required since 2002. This presentation also allows to compare these figures with the actual expenditure.
30. GMPCS budget figures.  (Paragraphs B21-23 (page 28) and Table B12). The income and expense estimates for the GMPCS cost recovery activity and financial management of the ITU's continuing GMPCS MoU registry function do not appear to be realistic.  Please provide more detail showing the basis for these figures. 

Comments of the Secretary-General

The ITU is in negotiation with the Management Group of GMPCS MoU. The estimated income for 2004-2005 has already been revised on the basis of income received for 2002, i.e. CHF 150’000 for the biennium.
Global response to questions 2.c, 7, 10, 11, 24, 25, 26 and 27:

The « cost allocation »methodology described in Document C03/2, page 112, refers to the cost attribution methodology explained in Document C98/15. This methodology was first introduced in the ITU in the Budget 1998-99. Its intent is to provide the Union with an estimation of the full cost of the programme of activities. It also provides a means of funding the products and services/activities for which the cost recovery approach is adopted (UIFN, UIPRN/UISCN, GMPCS MOUS, Satellite Network Filings).
It may be noted that a full description and explanation of this methodology as well as details concerning the definition of the cost allocation drivers will be given in Part 4 of the revised budget document for 2004-05 to be presented at the October 2003 Council Session. Details concerning the re-allocated costs will also be provided in Part 3 and 4 of this document.

The “cost allocation” methodology follows the principles presented to Council and meets generally accepted principles of public sector cost accounting.

By computing the full costs of activities, this methodology gives an indication of the share of General Secretariat (Administrative support and Centralized services) reallocated proportionally to the support level required for each sector’s activities.

This allocation of the cost of the General Secretariat is made through the use of several cost allocation drivers, depending on the Division/Service/Unit concerned. I.e. the costs of the Publications Production Service, which belongs to the Common services Department, are re-allocated to the activities of each sector with the cost driver 2 “Income from publications”. The percentage of the repartition of the income from publications serves to determine the amount to be allocated to the activity “Publications” of each sector.
These cost allocation drivers are updated at the end of each year/biennium to adapt to the reality. I.e. The cost allocation driver 2 “Income from publications” is revised at the end of each year to take into account the actual income received for each sector when determining the percentage of reallocation of the costs of certain services of the General Secretariat. (Details concerning the cost allocation drivers used for each department/divisions/services of the General Secretariat will be described under Part 3, General Secretariat section, and Part 4 of the revised budget document for 2004-05).
In addition to this distribution of the General Secretariat costs, the cost pertaining to programme support services within the respective sector’s bureau are distributed to the activities.

The process of cost allocation has been implemented utilising the features contained in the SAP accounting system. The procedures implemented for the cost allocation in the SAP accounting system are complex but can be verified and reconciled with the formal accounts. The application of the system to ensure full recovery of costs of services subject to cost recovery charge is adequate to provide accurate information on total related income, costs and retained earnings.

� In the ITU budget structure, category 9 includes Audit, Inter-agency fees and miscellaneous. In this particular case, the total amount of 597’000 shall be understood as allocated to miscellaneous ONLY and NOT to Audit and Inter-agency fees.





