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1
Introduction

One of the tasks of the ad-hoc group is to develop a new or revised charging methodology. While there are many ways this task could be achieved, the principles developed at the October-03 meeting of the ad-hoc group limit the useable options. At the same time, the ad-hoc group also has to consider how to address the issue of the reallocated costs, both within the Bureau and the General Secretariat. 

This paper examines the options for a new or revised charging methodology and the options for a revision to the costing methodology.

2
Proposal

The UK proposes that:

1. the current use of indirect costs within the Bureau and the General Secretariat be replaced by time recording and to the greatest extent possible, the identification of direct costs;

2. for those remaining indirect costs, a new methodology be used for apportioning these costs to activities that is more transparent than the existing process;

3. time bands and a categorisation of networks based on the applicable regulatory provisions are used for the new charging methodology.

3
Direct Costs

A fundamental problem with the current cost recovery process is the inability to identify the direct costs associated with the processing of satellite filings.  Currently, all of the costs associated with processing satellite networks are indirect (see Annex 1), with the proportion of effort attributed to the processing of satellite networks determined by a reallocation methodology and a time survey. The reallocation methodology and the time survey have both been criticised for producing arbitrary results and a lack of transparency. Any new mechanism to apportion the costs of support activities within the Bureau and the General Secretariat must therefore be both logical and transparent.

The simplest way to determine the appropriate costs of support services is to break down the block of indirect costs into individual costs so they can be charged directly to specific activities. The introduction of more direct costs will require the ITU’s financial system to be updated with new ledger headings and cost centres. The process of introducing direct costs is not complicated, but for the ITU with its arcane and anachronistic financial structure, it will take time to implement and may require external assistance, at least in the initial stages. Fortunately, Council have agreed the hiring of a consultant who will, as part of a wider range of activities, address the improvement of the ITU's financial management.

However, it is unlikely that all activities can be attributed to direct costs (e.g. the costs of the Personnel Department) and for these costs it will still be necessary to have a new reallocation mechanism that could be based, for example, on the percentage of staff associated with the specific activity. Some indirect activities may be appropriate to the whole ITU, like Personnel, while others may be specific to a particular Bureau.  Nevertheless, the use of indirect costs should be kept to the absolute minimum.

Identifying the direct costs is not in itself sufficient, there is also a need to record the time individuals spend in performing a particular activity. All the time an individual spends at work should be allocated against specific cost centres; both cost centres that can be directly costed, like satellite processing and those that would be indirectly costed, like training. In the case of training, as with some other activities, it is possible that some forms of training can be directly attributed to cost recovery activities (e.g. satellite processing), while other forms of training would be of benefit to many areas of work, some possibly subject to cost recovery and some not subject to cost recovery; requiring the apportionment of the overall cost perhaps based on the relative annual time spent on the respective activities.

Time recording will be required for staff working on one or more directly costed activities, a mixture of directly and indirectly costed activities and those working solely on indirectly costed activities. In the case of staff working solely on indirectly costed activities, their time will need to be recorded, for example, in order to capture any reallocation of an individual’s time to a directly costed activity, or an activity under separate budgetary arrangements (like Telecom) to avoid the costs associated with their time being attributed more than once, as well as to identify if the post becomes vacant/filled part way through a year.  

4
Charging Methodology

For the charging methodology a wide range of options is possible, as illustrated by the examples listed in the table below, but noting the principles/aims established at the October-03 meeting some of these may be considered unacceptable. The examples also indicate that with the exception of a flat fee for all networks (does not conform to the principles/aims) the charging methodology is likely to be based on a combination of different methodologies. 

Examples of the Range of Methodologies

	Prime Methodology
	Supporting Methodology

	Plain time
	Single rate per hour for all networks

	Plain time
	Rate per hour dependent on the submission categorisation (e.g. the number of provisions applicable, specific provisions)

	Time bands
	Fixed rate per time band for all networks 

	Time bands
	Fixed rate per hour dependent on the submission categorisation

	A unit indicating the size of filing
	Groupings dependent on the submission categorisation

	The number of pages
	Groupings dependent on the submission categorisation

	Flat fee
	For all networks

	Flat fee
	Groupings dependent on the submission categorisation


Obviously, the introduction of direct costs would apply to processing satellite network filings in the Bureau along with the requirement for time recording. However, just because time recording is used to determine the costs associated with satellite processing, it is not necessary that it also be associated with the charging methodology. Nevertheless, there are advantages with including time as an element in the charging process, as one of the principles/aims is for a mechanism that will not be made obsolete by changes to software and/or RR provisions; time is one way this could be achieved. For example, by recording the relative time to complete individual categories, it would be possible to build an automatic process for rebalancing the charges between categories and ensuring the charging schedule corresponds to the effort expended by the Bureau. Time is also a useful indication of the size and complexity of a filing, and could therefore perform a dual purpose in any new charging methodology. 

Use of plain time however, can be sensitive to external influences and therefore could give rise to anomalies in the charging process, requiring a mechanism to moderate their impact. A typical mechanism used by many companies is the application of time bands. In the case of the processing of satellite network filings, depending on the size and complexity of a filing, a time band or range could be estimated for completing the processing of a filing; the time range (e.g. 3.5 to 4 days) being indicated either by the mid-point of the time range (e.g. 3.75 days) or the upper limit of the time range (e.g. 4 days). The time recorded being the actual time spent working on the network, not the elapsed time, and irrespective of when the network was completed in the time range, the charge would remain fixed (i.e. no additional charge and no rebate). 

To provide greater feedback on the application of the methodology and changes within the physical processing of notices, it would be appropriate to combine time bands with a categorisation of submissions based on the regulatory provisions. Such a combined mechanism thus could be linked to the data capture software and used to provide operators with an estimate of the charge. 

ANNEX 1

Processing Of Notices For Space Services

1
Indication of the full cost of the activity

	Planned costs
	Budget 2002-2003
	Draft Budget 2004-2005

	Planned expenditure
	0
	0

	Documentation
	0
	0

	Bureau support services
	13,608
	23,107

	Administrative services
	3,372
	5,726

	Centralized support services
	6,558
	10,814

	Total costs
	23,538
	39,647


.

2
Breakdown of the Bureau support service costs

	Category of expenditure
	Draft Budget 2004-2005

	Bureau support services
	

	   Staff costs
	16,687

	   Other staff costs
	5,188

	   Travel on duty
	 236

	   Contractual services
	 102

	   Rental and maintenance of premises and equipment
	 44

	   Materials and supplies
	 77

	   Acquisition of premises, furniture and equipment
	 122

	   Public and internal service utilities
	 97

	   Audit and inter-agency fees and miscellaneous
	 18

	   Retired staff
	 0

	   Bureau documentation
	536

	Total
	23,107


3
Breakdown by department of the General Secretariat service costs

	 
	(000) CHF
	(000) CHF
	

	General Secretariat departments/units
	Draft Budget 2004-2005
	Total Dept Costs
	Satellite processing relocated costs as % of total GS Dept Costs

	Administrative services
	
	
	

	 - Office of the Secretary-General & Deputy-Secretary General
	1,054
	7,165
	14.7

	 - Coordination, Ext. relations, Communicat. & Strat. Pol. Units
	176
	10,399
	1.7

	 - Personnel and Social Protection Department
	2,956
	16,833
	17.6

	 - Finance Department
	1,541
	8,443
	18.3

	Centralized support services
	
	
	

	 - Conferences Department
	402
	37,981
	1.0

	 - Common Services Department
	5,465
	55,211
	9.9

	 - Information Services Department
	4,946
	26,620
	18.5

	Total General Secretariat support services
	16,540
	
	


