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Liaison Statement from the Ad Hoc Group on Cost Recovery

For Satellite Network Filings to the Council Group on the Financial Regulations

Based on discussions and an input document from France (Document 13) at the February 2004 meeting of the Ad Hoc Group on Cost Recovery for Satellite Network Filings, it was agreed that several issues would be brought to the attention of the Council Group on the Financial Regulations for further study and analysis. A preliminary list of such issues include the following:

· A review of the possibility to segregate further both income and expenditure for an activity subject to cost recovery from the regular budget (reference: Article 2, #2 of the Financial Regulations);

· The elaboration of a mechanism to absorb a shortfall in income (reference: Article 10, #6);

· Determination of the modalities in case of non-payment (reference: Article 29, #2. In addition, considering c) of Resolution 88 (Rev. Marrakech, 2002), with entry into force of 1 August 2003, must also be taken into account concerning the consequences of non-payment). It should be noted that the Council is responsible for taking decisions on options that can be presented on the issue of non-payment.

Two additional items identified for inclusion within the remit of the Council Group are related to the Cost Attribution Plan and Options for Cost Recovery initially presented to the Council at its 1998 session. Specifically, it was suggested that definitions for direct costs, indirect costs and actual costs be included in the Financial Regulations; in addition, it was proposed that consideration be given to the inclusion in the Financial Regulations of a methodology of reallocation of costs that could be either specific for satellite network filings or generic for all activities subject to cost recovery. In this regard, it was noted that the cost attribution plan/cost allocation methodology/cost accounting system is being examined by the external consultant currently undertaking a review of implementation strategies for selected recommendations of the Group of Specialists. Accordingly, the analysis of these issues should be undertaken initially by the external consultant before a decision is taken to transfer this responsibility to the Council Group. On the separate suggestion that the methodology be included in the Financial Regulations, the first meeting of the Council Group on the Financial Regulations suggested that the cost allocation methodology be provided as an annex to the Regulations as a means of facilitating any amendments that may be necessary with respect to its implementation.

A working document presented by France concerning the consideration of different types of costs that may be taken into account in the costing methodology for satellite network filings is also referred for further consideration by the Council Group. Specifically, the Council Group is asked to consider possible modifications to the definitions of “direct costs”, “indirect costs”, “actual costs”, as well as “prospective costs/retrospective costs”.

With respect to any specific actions that could be carried out by the external auditor, aside from those outlined in Article 31 of the Financial Regulations, consultations could be undertaken with the external auditor to determine the feasibility of carrying out any such activities. One issue that was highlighted concerns whether such tasks would be included within the general responsibilities of the external auditor which are normally provided “free-of-charge”. 

Contact: Bruce A. Gracie, Chairman, Council Group on the Financial Regulations
