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BUDGET FOR SATELLITE FILING COST RECOVERY AND

REALLOCATED COSTS
Background
The 04 - 07 ITU Budget established by the Marrakesh Plenipotentiary Conference included 31.2 million CHF of income for the processing of space notices. Of the 31.2 million CHF, 19.3 million was for direct costs and 11.9 million for reallocated costs. This expected income then became one of the driving forces in determining fees associated with satellite filing processing.  For a given cost schedule, the income derived from satellite filing processing could be higher or lower than expected depending on the number of filings that are processed and billed.  Shortfalls have to be accounted for through some sharing arrangement between the Bureau and the General Secretariat.  Under short fall conditions, invoiced fees for satellite filing processing might be under pressure  to be increased to meet the budget income requirements and under these conditions these amounts become unrelated to the actual cost of work  associated with the processing.  A cost recovery process that is tied to specified cost recovery budgetary goals is not consistent with recovering actual costs for the actual work.  This formulation for cost recovery needs to be addressed if invoiced costs are going to be representative of the actual costs of doing the work.

The 11.9 million CHF in reallocated "costs" for satellite filing processing is intended to support the operation of a number of ITU organisational units.  They include:

· Common Services Department                      4.3 + million CHF

· Personnel and Social Welfare Department    2.5 + million CHF

· Finance Department                                       1.2 + million CHF

· Information Services Department                  3.8 + million CHF

The reallocated “costs” represent approximately a 61.2 percent overhead rate, which is rather high.  Reallocated "cost" values above are based on Document 15, Council 98.

Finally, it is not yet possible to identify the actual costs incurred by different organisational units in processing filings, and this factual record obviously is needed as rapidly as possible from any organization unit for which time charges will be reflected in the fees.

Proposals

1. To put the cost recovery budget process on a more realistic and stable path, the Ad Hoc Group should examine how best to  separate the cost recovery income from the regular budget.  In doing this the cost recovery income would be separated from "guaranteed" income from Member States and Sector Members.  The income would not be considered as a "forced" income requirement, but would represent cost recovery income expected during the budget period based on estimates of "actual processing costs" for a projected number of filings.  This approach would aid the Bureau in its financial planning process and associated staff planning activities and help ensure that the cost recovery process recovers true costs.  This would also prevent the inclusion of unrealistic cost recovery income in the ITU Budget that distorts the cost recovery process as well as the overall ITU Budget.

2. Reallocated costs represent a significant part of cost recovery income and it is not clear how these costs relate directly to the process of satellite network filings.  The basis for the reallocated costs and associated justification should be re-examined to determine, based on the experience gained during the past several years, their current applicability.  This will require a revision of Document 15 of Council 98 that was never adopted. 

