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UPDATED VIEWS ON THE 

RECOMMENDATIONS OF THE AD HOC GROUP TO COUNCIL 2003

In the intervening months since Council 2003, the Administration of the United States has reflected upon and studied the recommendations of the Ad Hoc Group developed at its third meeting as well as the invoiced amounts for the various networks submitted and published this year.  This Administration offers the following proposals tied to each of the Ad Hoc Group’s recommendations.

1. Description of satellite network cost recovery process
This is a much needed document that should detail all aspects of the costs, charges and how they relate to the invoiced totals.  We note with interest the preliminary draft of the Ad Hoc Group Chairman.  However, finalization of such a document should await the result of reviews and revisions associated with some of the following Ad Hoc recommendations.

2. Decision 482 Cost Methodology
The costs associated with processing satellite network filings must be actual costs 
– that is, the costs are based upon a retrospective review of past filings and must be identifiable and auditable.  The process in developing these must also be transparent.

Charging methodology cannot be based on a prospective prediction of the type of future filings and how many may be filed.  Such predictions could be quite inaccurate.  This Administration is of the view that the charges for processing, publishing and recording of frequency assignments should be disassociated from the number of filings submitted.
 The amount of receipts is declining, and this portends an increase in fees if the charges are directly related to fixed costs and declining receipts.  The charge for processing a particular type of filing should be fixed and not dependent on the number of those types or other types filed in a particular year or time frame.  Likewise, the charges should not be associated with recovering overhead costs or other reallocated costs that do not lend themselves to transparency. 

3. Direct/Indirect Costs
Any direct or indirect costs associated with processing satellite network filings should be defined, transparent, identifiable and auditable.  If not already implemented, there should be established a method to record staff member time for each activity subject to cost recovery. 

4. Reallocated costs
This Administration supports the Ad Hoc recommendation to exclude from the calculation of these charges the reallocated costs of the General Secretariat, Strategy and External Affairs Unit and the Conference Department.  

5. Shortfall in Income
The U.S. supports the Ad Hoc recommendations that the Council review the Union’s method of dealing with any shortfall or overrecovery arising from the processing of satellite network filings, and that the Council instruct the General Secretariat to share the burden of any shortfalls.  However, we suggest that in discussions of over- or underrecovery in a cost recovery context, the use of the word “income” is inappropriate.  In a context where the costs of the process are to be recovered by fees charged for the process, an examination of the cost recovery invoice totals posted on the ITU’s web site as of 12 September 2003 shows a total of 17,679,232 CHFs invoiced for published networks and 1,171,500 CHFs for upfront flat-fees due in the eight-month period from 16 July 2003 to 11 March 2004.  These amounts indicate that the fee calculations are producing surplus funds rather than recovering costs.  This highlights the problem of excessive charges for many of the networks involved.

6. Time recording
The U.S. supports implementation of this Ad Hoc recommendation on a priority basis.  We note with interest the recent posting of an information document on this effort.

7. Time Survey
The U.S. supports use of the latest time survey information if it is used in developing flat-fee charges.

8. Decision 482 Charging Methodology
The U.S. supports an immediate and thorough review of the entire costing and charging methodology, recognizing the possibility that it may be necessary to develop an entirely new methodology.  We have proposed some options in companion contributions.  As recommended by the Ad Hoc Group, we propose that, as a minimum, Category 5 be merged with Category 2.  The U.S. believes that, until the methodology is reviewed and needed changes are implemented, it would be inappropriate to extend cost recovery to other activities related to space filings.  Free entitlements should not be a factor in the charges; the costs of processing the free filing due each Member State each year is paid from contributory units.  The U.S. is concerned at the arbitrary assignment of charges such as the original premise of 35% of networks being covered by the flat fee and excess charge being 80% of the average charge.  We believe that a reasonable charge can be developed for each general type of filing, and that these charges should be cost-based, fair and equitable.  Development of cost-based charges would not seem to involve consideration of the number of filings, beyond the base needed to establish necessary staff and processes.

9. Extension of cost recovery
The U.S. believes that, until the methodology is reviewed and needed changes are implemented, it would be inappropriate to extend cost recovery to other activities.  It is premature to ask Council to decide on extending cost recovery to other activities when there is so much in contention with respect to the present cost recovery situation.  A decision on such extensions must await not only the thorough review and possible replacement of the costing methodology, but also the review and revision of the “unit” methodology and implementation of staff time recording.  Extension of the cost recovery approach must also be contingent on the development of fees that are proportionate to the level and amount of work and costs that are transparent, identifiable and auditable.

10. Application of Decision 482
It is obvious from the invoice totals published (see foregoing paragraph 5) that there is a problem with the current charging methodology.  The Radiocommunication Bureau admitted as much at the Second Meeting of the Ad Hoc Group.  The formulas in Decision 482 as modified by Council 2002 and in Decision 513 need to be completely revisited and redone.

     11. Auditing of processing costs and collected fees

Decision 482, since it was adopted by Council in 1999, has contained a provision which seeks the annual delivery of audit reports to Council on both the costs incurred by the Bureau in processing satellite filings and the cost recovery fees collected.  The intent of this provision was to develop an audited financial history of the activities associated with the Bureau's processing of satellite network filings.  As these successive audit reports have indicated, the cost information needed to establish this financial history is not available.  Consequently, this Administration proposes that the Ad Hoc Group consider proposing to the Special Session of Council that an escrow account be established in which all incoming satellite network cost recovery fees collected until the next session of Council are deposited.  This Administration also proposes that funds from this escrow account be available to cover only those costs i) incurred by the Bureau in performing activities that are associated with the processing of satellite network filings and ii) approved by the Council Oversight Group.  The audited activities of this escrow account, this Administration believes, would finally provide Council with some financial history on which informed decisions could be reached.             

12. Action
It is now appropriate for the work of the Council Ad Hoc Group on Cost Recovery for Satellite Network Filings to become an integral part of the broader Council activities being undertaken pursuant to Resolution 107 (Marrakesh, 2002).  (See Additional Council 2003 Document 5, the Report of the Council Oversight Group.)  The report of the Council Ad Hoc Group on Cost Recovery for Satellite Network Filings should be considered by the Council, which deals with all Sectors and the General Secretariat, in conjunction with the reports of the Group of Specialists and the Council Oversight Group.  Any further work, if necessary, by the Ad Hoc Group on Cost Recovery should be considered by the Additional Council in the context of the Group of Specialists' recommendations (see Doc. C03/32) and the Report of the Council Oversight Group.

____________________

� We assume a base volume of filings such as support the staffing and equipment needed for processing.





�PAGE \# "'Page: '#'�'"  �� Doug – I know I didn’t revise this before, but I wonder if we should try to propose a definition of “actual costs” that the ad hoc group could adopt, since that’s one of its tasks from Council.  In which case, I can approach my “accounting and audits” colleagues at the FCC for validation, but would suggest something like this:  Actual costs are historic costs actually incurred in providing the service in question.  They are recorded following a transparent and auditable accounting methodology. 





