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1
Introduction

1.1
Council-02 established the ad-hoc Group on cost recovery on Satellite Network Filings, in Council Decision 510, to consider the alternative basis for charging that does not depend on numbers of pages and to determine the factors to be considered for the evaluation, as well as the practical implications of applying cost attribution to activities associated with the processing of satellite network filings towards the application of full cost recovery. The Group was tasked to report on progress, and make recommendations as appropriate, to the ad hoc Group of Council on the financial plan and to the special session of Council to be convened just prior to PP-02.  

1.2
The Council ad-hoc Group met in Geneva, on 23-25 July 2002. Some 25 participants from 14 Member States and 4 Sector Members of the Radiocommunication Sector participated in its work.

1.3
Pursuant to its terms of reference, the ad-hoc Group has identified a number of options both for expanding the set of activities that are subject to cost recovery and for revising the methodology for establishing a fee schedule for satellite network filings. Agreement in principle was reached for the inclusion of additional activities of the Radiocommunication Bureau Space Services Department within the cost recovery framework (see § 3.4 and Annex 2), subject to clarification of the details of the reallocated costs. The financial impact of including these additional activities was noted in the Report to the Ad-hoc Group of Council for the Financial Plan (Resolution 1197).
2
Recommendations

2.1
Decision 482 charging methodology

It is recommended that the application of Decision 482 (modified) methodology, as provisionally adopted by Council-02,  be extended to Council-03. However, due to concerns over the application of this methodology and the effort required by all parties for its maintenance, the special session of Council is also recommended to approve a  Decision to enable the ad-hoc Group on Cost Recovery to study:

· the application of charges based on a calculation of “Units” as established in Decision 482 (modified) but with a prescribed maximum number of units for each category of filings; and,

· an alternative methodology to result in an appropriate “flat fee” structure of cost recovery charges in order to remove the complexity of calculation involved in the current scheme.

Annex 1 contains a draft Decision extending the provisional implementation of Decision 482 (modified) until the 2003 Session of Council and proposed new terms of reference for the ad-hoc Group on Cost Recovery established at the 2002 Session of Council (Decision 510).

2.2
Time survey

It is recommended that the 2001 time survey  be used as the basis for setting the Decision 482 (modified) charging schedule. Noting concerns of the ad-hoc Group on the way the 2001 time survey was conducted, it is further recommended that a new time survey  be conducted based on recording time on a daily or, at most, weekly basis to be completed in time for the report to be considered by the ad-hoc Group identified in § 2.1 above. In addition, future time surveys should be made available to all members and should identify the participants.

2.3
Cost allocation

It is recommended that the ad-hoc Group review and provide recommendations, as appropriate, on the cost attribution to activities associated with the processing of satellite network filings in accordance with Resolution 88 (Minneapolis, 1998) or, any modification thereof arising from the Plenipotentiary Conference, 2002. Consideration should also be given to clarifying the meaning of the term “actual costs” in Resolution 91 (Minneapolis, 1998) as it relates to satellite network filings; currently it is not clear if this term relates to the total costs of the ITU or the unit cost of providing the service.

2.4
Extension of cost recovery

It is recommended that cost recovery be extended, in principle, to include other work associated with processing satellite network filings and also other aspects of the Space Services Departments activities, subject to clarification of the details of the reallocated costs. Inclusion of these new activities will require modification of Resolution 88 (Minneapolis, 1998) at the Plenipotentiary Conference. It is also recommended that the costs arising from theses activities should not be taken into account by the ITU when setting the fee schedule until the issues noted in § 2.1, § 2.2 and § 2.3 are resolved.

3
Discussion

3.1
Cost recovery methodology

The cost recovery methodology for satellite network filings provisionally adopted by Council-02 (see Decision 482 modified) determines the fee payable based on the size and complexity of a filing for each of the charging categories. A comparison of the fee variation between example satellite networks calculated according to the new “unit” methodology and the original page based methodology was provided for each charging category. Detailed examples showing the calculation of the number of “units” were also provided for some satellite networks.

The new “unit” charging methodology and the previous “page” methodology are based on different approaches and hence the resultant charges are difficult to compare. The meeting considered the “unit” methodology to be more representative of the work performed by the ITU but more complex in its application and noted some extreme variations in the additional charge per excess unit, compared to that produced by the page-based methodology. Some Member States considered that this might lead to information being suppressed in a filing in order to attract a lower fee. Considering the wide fluctuation, in the examples provided, of charges for some satellite networks it was proposed a cap could be applied to the fee chargeable in each category. It was also recognised there would need to be further work to determine the level of the fee at which the cap would be applied in each charging category.

There was general concern at the effort being expended by members, Council and the Radiocommunication Bureau at each revision of Decision 482. A situation that, in the future, could also occur with changes to Radio Regulatory provisions that impact the work effort associated with particular charging categories. Some members considered that, if the application of the “unit” methodology was to be confirmed, Council should provide explanatory information including examples for each category of charges to all Member States, following each future revision of the charging schedule. They also considered non-Council Member States should have the opportunity to provide Council with feedback prior to consideration of all future changes to the cost recovery charging methodology. 

Due to the above concerns, some members believed it would be far easier for all concerned to adopt a simple fee for each charging category as this would substantially reduce the effort required for maintenance. However, as noted in previous Council documents, one aspect of cost recovery is to reduce the number of frivolous satellite network filings and, as a simple fee may not directly represent the effort required to process satellite network filings, the meeting agreed the method needed further study. Hence, in the interim, the only viable solution was to extend the provisional application of the “unit” methodology to Council-03.

3.2
Time survey

The external auditor’s report on the processing costs for satellite network filings was not available and the Head of Finance provided an overview of the report’s recommendations. Some concern was expressed that the report was still not available and that issues raised by the external auditor on documentation were the same as those contained in the 2001 report (Document C01/54). Specifically the inability to relate the fees charged to the costs incurred. 

Currently costs are based on a time survey developed in 1994 that does not reflect current work practices and has been criticised in the external auditor’s 2001 report. A new time survey was completed in 2001, covering a period of 21 months, that required ITU staff to identify, on the last day of the survey, the percentage of their time devoted to specific cost recovery activities during the entire preceding 21-month survey period. It was noted that if the 2001 time survey was not adopted for the establishment of new fees then there would be a shortfall in the ITU-R budget.

The meeting did not accept the way the time survey was conducted and expressed concern that the results of this survey were not freely available. There was also criticism that there was no estimation of the time for processing satellite network filings within specific charging categories. However, noting the budget implications, the meeting agreed to adopting the 2001 time survey but agreed that a new time survey was urgently required that was based on a daily or, at most, a weekly recording of time. The results of the time survey should be freely available to members, including identification of survey participants. 

3.3
Cost reallocation and actual costs

The meeting did not agree to the extension of cost recovery charges to include the reallocated costs of the General Secretariat (relating to the Secretary General’s Office, Strategy and External Affairs Unit, Conference Department and Common Services Department) and was concerned at both the specific Departments identified for inclusion in the determination of the  reallocated costs and the level of the reallocated costs. In particular, as the ITU has to provide a service to process the free satellite network filings, it was not apparent how the work of parts of the General Secretariat increased and how these costs could be differentiated from the provision of service attributable to the contributory units used to fund the free filings. The meeting concluded there was a need for further study of the cost allocation as it applied to satellite network filings.

Resolution 91 (Minneapolis, 1998) requires that the charges do not exceed the actual costs of providing the service (resolves 4 and instructs the Council 5) but the meaning of the “actual costs” is not defined. Hence, taking satellite networks as an example, it is not clear if these requirements refer to the costs of the ITU in processing all the satellite network filings in a particular category or the cost of processing an individual satellite network filing. 

If the former definition were applied then as the number of networks processed decreased, the fee per network would have to rise to balance the budget.  Whereas if the latter definition applied, fees would be maintained at the same level however, there would then be a shortfall in income. Noting that, members would consider it unacceptable that the processing of fewer satellite networks could lead to higher fees, the meaning of “actual costs” in Resolution 91 needs to be clarified. The latter understanding of the definition would also indicate a need for a buffer mechanism to avoid major fluctuations in income with the number of networks processed and a more flexible charging and budgetary system.

Finally it was noted that the meaning of full cost recovery was not clear. Some documents quoted full cost recovery when the process clearly excluded particular costs (including a free filing each year for each Member State) and other documents referred to implementing full cost recovery when they were proposing the inclusion into cost recovery of additional activities. It also appears that the meaning and application of cost recovery may vary between the Sectors. The meeting agreed that the meaning of full cost recovery needed to be clarified.

3.4
Extension of the set of activities subject to cost recovery

The number of the Radiocommunication Bureau Space Services Department’s activities included in cost recovery is specified in Resolution 88 (Minneapolis, 1998). Only work on the processing of satellite network filings that results in the publication of a special section is included. 

Consideration of the extension of cost recovery raised several concerns that, in general, related to the reallocation of costs associated with the inclusion of new activities and the inability to link fees with the work performed by the Radiocommunication Bureau (see § 3.3 for detailed discussion). Due to the issues raised in § 3.3, one Sector Member considered that software development should not be included in the attributed costs. It was also recognised that the inclusion of software development would probably require the development of an additional charging methodology and therefore needed further study.

Concern was also expressed on how charging for any new activities would be implemented considering the lack of available details on reallocation of costs and the uncertainty with the charging methodology. Many members considered that any extension of cost recovery should not be implemented until these issues had been resolved. However, the meeting agreed, in principle, to recommend extending cost recovery to include other work associated with processing satellite network filings (see Annex 2, Table 1) and also other aspects of the Space Services Departments activities (see Annex 2, Table 2), subject to clarification of the details of the reallocated costs.  

ANNEX 1

DRAFT  DECISION XXX

COST RECOVERY ON SATELLITE NETWORK FILINGS


The Council, having considered the Report from the Ad hoc Group of Council on Cost Recovery on Satellite Network Filings (Council Decision 510);


Decides

1. to confirm the provisional application of Decision 482 (modified) pending further consideration by Council at its 2003 Session.

2. to continue the work of the ad-hoc Group of Council established at the 2002 Session of Council, open to ITU Member States and Sector Members, under the chairmanship of Mr. D. Barrett (United Kingdom) with the following terms of reference:
a)  to study the following two options for Cost Recovery for Satellite Network Filings:

·  
the application of charges based on a calculation of “units” as established in Decision 482 (modified) but with a prescribed maximum number of units (i.e. fee payable) for each category of filings; and, 

·  
an alternative methodology to result in an appropriate “flat fee” structure of cost recovery charges per charging category.

b) to provide recommendations on an appropriate cost attribution and implementation of the reallocated costs (see document C98/15) on the activities associated with the processing of satellite network filings in accordance with Resolution 88 (Minneapolis, 1998) or any modification thereof arising from the Plenipotentiary Conference, 2002.

3.
to Report on progress to the 2003 Session of Council.

Annex 2

Radiocommunication Bureau Space Department Activities 
Agreed In Principle For Inclusion Within Cost Recovery Charges 
Subject To Clarification Of The Reallocated Costs

Table 1

	BR Activities associated with the processing of satellite network filings not currently covered by cost recovery

	Notifications (and Ap 30B not covered by special sections)

	Publication in the Space BRIFIC CDROM of special sections including publications for coordination requests and advanced publications


Table 2

	Other ongoing BR Activities

	Changes to the date of bringing into use

	Updates to Master Register

	Provisional recordings under 11.47

	Suspension of notices under 11.49

	Preparation and publication of Space network list

	Preparation and publication of Res. 46/D

	Checking and publication of Due diligence information under Res. 49

	Checking of Expiry of networks under Res. 4 and extension of Period of Validity

	Checking of networks under Res. 51

	Suppression of networks

	Assistance to administrations

	Article 14 – review of a BR finding or decision

	Article 20 – Service documents (IFL)

	Development and maintenance of BR Space Web page

	Support given to IAP Department for software development

	Space Workshops


                                

