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general Principles for determination and review of cost recovery principles and filing charges

Background

The 1998 Plenipotentiary Conference in Resolution 91 (Minneapolis 1998) adopted the principle of cost recovery of the processing of satellite filings. Resolution 88 (Minneapolis 1998) instructs the Council to establish a methodology to implement the processing charges.

The ITU Council 1999 in Decision 482 determined the detailed principles and adopted a method to calculate the filing charges for satellite networks. The principles were generally based upon a flat fee portion and an additional fee per page in the filing beyond a given number of pages covered by the flat fee.

 The ITU Council 2002 changed the principles for calculating the filing charges for satellite networks and modified Decision 482 accordingly. The new principles were also generally based upon a flat fee portion, but with an additional fee for “units” beyond a given number of “units” covered by the flat fee. The number of “units”  in a filing are generally determined by “the product of the number of frequency assignments, number of classes of station and the number of emissions, summed up for all frequency assignment groups”.

Upon the time of adoption of the modified Decision 482, it was believed that the calculated fees would only marginally change for submitted filings. On approving the new calculation principles, it was decided that the BR would start to apply in processing filings as of the date of the adoption of the modified Decision 482; 4 May 2002. Because of the processing backlog, this meant that the new principles were adopted retroactively on all filings submitted prior to 4 May 2002, but still in the queue to be processed.

It soon became clear that the calculated filing charges gave rise to a dramatic increase in the calculated fees for many of the filings submitted prior to 4 May 2002. The new calculated fees were way beyond what could reasonably be claimed as representing the cost of processing the filing. This effect of the new calculation principles were unforeseen at the time of their adoption.

The 2002 Plenipotentiary Conference revised Resolution 88 to take note of the ITU Council decisions, but also instructed the Council to establish a group to give recommendations to modifications of Decision 482 and ensure that its principles were in line with those outlined in Resolution 91.


The 2003 ITU Council approved Decision 513. This notes that Council 2004 will review the charging methodology and also recognize that the current charging methodology lead to large invoices which may not be in line with the amount of work required to process the filing. As a result, Decision 513 provides some temporary corrective measures awaiting the review by Council 2004. However, these corrective measures only moderately reduces the charges for the very extreme cases, but leaves the vast majority of the networks that have seen their charges dramatically increased unchanged.

general principles

Resolution 91 (Minneapolis) resolves; 

“that cost recovery should be implemented by the Council in a way which:

i) ensures that no more than the actual costs of providing products and services are recovered;


ii) allows for open and transparent accounting for costs and receipts;


iii) provides a means of adjusting the charge for the product or service based on actual expenditure;”
It is also noted that footnote 3 of Decision 482 (2002) states:

“The fee per frequency unit shall not be understood as a tax imposed on spectrum users.  It is used here as a driver for the calculation of cost recovery relating to publication of satellite systems”.
The current Annex B to Modified Decision 482 could be seen as defining the costs associated with processing of the filings more or less as a constant and then distributing these costs among the filings according to a given model. AsiaSat believes that the cost per filing should be determined by the actual work spent on one filing; time studies of engineering hours spent on the processing of one filing and the amount of support, administration and other overhead needed.

Filing intensity in the different categories should be expected to be influenced by what is on the agenda for the following WRC, or by what has just been adopted by a WRC. As a result, there may be periods where there are few filings submitted. In line with the above view, AsiaSat is of the opinion that administrations should not be penalized by few filings received in a given category and being charged for an organization running idle. It is also expected that ITU is able to re-assign its resources to the fields where there is a demand.

To allow for an “open and transparent” process, AsiaSat is of the opinion that it is important to involve external auditors on a periodic basis in the entire process of determining and reviewing the costs associated with the processing of filings. 

To prepare for the bi-annual review by the Council of the cost recovery principles and the charges, AsiaSat believes that there should be a group with a composition similar to that of the ad hoc group on cost recovery, which will review in detail the report from the Director of the Bureau, report(s) from external auditors, gather other information that is deemed relevant for the case and prepare recommendations for revisions by the Council of the cost recovery principles and the charges.

The following principles are proposed for the consideration of the ad hoc group.

Proposals:

1. Modified principles for calculation of filing fees will be made applicable for filings submitted after information on the new principles have been submitted to administrations in a Circular letter. Filings submitted prior to that date, will have the filing fees determined according to the principles in force at the time of submission of the filing.


2. Filing fees should be based upon actual time used to process a filing with a pre-determined overhead to cover administration etc.


3. Filing fees should cover the time spent and the corresponding cost associated with processing of that filing and should not be defined by looking at the cost for the Bureau and thereafter distribute this total cost among the filings.


4. Filing fees should only to very limited degree cover increased costs in the case of few received filings in a category for a given three year period.


5. To facilitate an “open and transparent” process, external auditors will be involved in the entire cost recovery process and will in particular review the elements described in “instructs the Director of the Radiocommunication Bureau” and the elements on Annex B of Modified Decision 482, as well as the actual time consumption for processing of filings in each category. This will be performed on a periodic basis, e.g. in preparation for each Plenipotentiary Conference or as a part of the bi-annual review of the cost recovery principles and the charges by the Council. This review may also contain the financial and management audit of the processing costs incurred by ITU in the selected cost categories as specified in “invites the External Auditor”, Modified Decision 482.


6. The cost of external auditors is to be covered by the filing fees.


7. A permanent working group of the Council with a composition like that of the ad hoc group on cost recovery is established and will review the report from the Director of the Bureau as well as the report(s) from the external auditors. The group will prepare the reports for the ITU Council  and provided comments and recommendations for modifications to the cost recovery principles as well as to the fees.

                                      

