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APPLICATION OF THE CONCEPT OF FULL COST RECOVERY

1. Introduction

The ad hoc group is required by Resolution-88 (Rev. Marrakesh, 2002) to make recommendations to the 2003 session of the Council on 

i)
modifications to Decision 482 to give effect to resolves 1 and 2 [above];

ii)
extension of the implementation of processing charges for satellite filings, received by BR as of a date to be set by the Council and not already covered in resolves 2 [above], to include identifiable and auditable costs incurred directly in the processing of satellite network filings;

iii)
clarification of the meaning of the term "actual costs" referred to in resolves 4 i) of Resolution 91 (Minneapolis, 1998) of the Plenipotentiary Conference; As opposed to planned costs.

This document addresses points ii) and iii).

2. Extension of the Implementation of Processing Charges

2.
Extension of Cost Recovery

2.1
The Report to Council from the ad hoc group on Cost Recovery for satellite network findings (document CO2/99) recommended, in paragraph 2.4, that cost recovery be extended 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 re-allocated costs”. The recommendation was also made that the costs arising from these activities should not be taken into account until issues covered in previous paragraphs (nos 2.1, 2.2 and 2.3) of the Document are resolved. The ad hoc group is addressing these issues in other papers. Nonetheless, it is to be noted that the financial plan 2004-07 has been approved on the basis of full cost recovery for the processing of space notices and that any delay in the implementation of full cost recovery for this activity would jeopardize the funding of the Union’s activity.

2.2
Annex 2 to Document CO2/99 listed (in two tables) those activities that were considered to be candidates for inclusion in cost recovery. Also, in a previous document, Draft Report to the Ad-Hoc Group on the Financial Plan dated 25 July 2002, the ad hoc group identified the cost of these various activities.

2.3
API/A (Subject to coordination) – 

It was spelt out clearly in Res 88 that the advance publication shall be subject to cost recovery. However, in the detailed implementation of Decision 482, it was decided to apply a cost recovery charge only for the APIs which are not subject to coordination, and these constitute less than 5% of all APIs published.

Many APIs are not followed by a coordination request, so they are cancelled in accordance with No.9.5D. Work done in preparing and publishing these notices is therefore not cost recovered.

The Bureau proposes that the existing category 1 be extended to cover all API filings.

It is suggested that such an extension, if agreed by Council, would apply to publication of any requests received immediately following Council 2003.

Other publications like RES49, CR/D will not be charged separately. The reason is that the costs of producing these individual publications are relatively low, and charging for them as individual publications may create more work than is justified by the cost. As such, it is proposed that the cost of processing these special sections be added into the total cost of processing satellite notices, and that these cost are recovered through the charges for the other publications.

3. Identification of Items to be included in the computation of actual costs

Res 88 (PP-02) requested that Council clarify the meaning of the term "actual costs" referred to in resolves 4 i) of Resolution 91 (Minneapolis, 1998) of the Plenipotentiary Conference, which is as follows:

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

The Bureau believes that the intention of Res 91 is to recover the total cost of processing satellite notices. It has been adopted in this way by the Council Working Group in 1998, and finally at the Council session in 1999. During those meetings, the total cost of processing the notices in the past three years was put into a spreadsheet together with the number of publications and page numbers published over the same period to produce a schedule of processing charges.

Res 91 further states in para 3 that there should be a means of adjusting the charge for the product or service based on actual costs. This had been achieved by reviewing the fee schedule at least once every two years, as mandated by Decision 482. 

Under the current methodology, it would be appropriate to issue additional invoices if the number of filings are less than expected during a certain period, thus making the per filing cost more than the invoiced amount. Similarly, it would also be necessary according to the current methodology to refund to an administration any excess fees should the rate of processing notices increase such that the per filing cost decreased to less than the invoiced amount. The Bureau believes that such fluctuations could be avoided if the fees were established using budgetary prospective costs as well as a projected number of filings, thus making the charges stable over at least a budgetary period.

It was also noted in the report from the Ad-Hoc Group 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. 

The Bureau believes that the concept of full cost recovery is clear: the recovery of all the costs incurred in processing satellite network filings and any activities that are undertaken as a direct consequence of this responsibility.

The provision for an annual free entitlement per administration was a result of the implementation of para v) of Resolves 4 of Res 91, which requires that all member states should be allowed an adequate level of the product or service free of charge. Since this cost is excluded from cost recovery, it is covered by the contributory units. For accounting purpose, the Finance Department continues to issue invoices for networks that have been nominated as a free filing, then issue a credit note to cancel the invoice. In this way, the costs incurred for these free filings can be clearly captured in the accounts, and provision will have to be made in the budget to cater for these free filings from the contributory units or in the fees calculation if the full cost recovery approach were to be taken.

Para vi) of Resolves 4 of Res 91 goes on to require that Council ensure that charges are not applied to products or services requested prior to the date of the decision by the Council or the Plenipotentiary Conference to apply cost recovery. For this reason, any filing received prior to 7/11/98 will not be subject to cost recovery. However, coordination requests received after this date should be chargeable regardless of when the API was received. Similarly, requests for Part B publication for modifications to the plan should be chargeable regardless of when the requests for Part A were received. This issue is discussed further in a separate input paper from the Bureau.

Based on the above discussion, all the costs that are associated with the processing of satellite network filings should be recovered using the full cost allocated methodology set by Council and described in C98/15 Annex B. Furthermore, the following activities/processes should be included in the costs to be recovered:

· Direct Costs

· Cost of staff directly working on processing space notices (from advance publications through to notifications and includes the maintenance of the Master Register, including work on Res 49, CR/D, DBIU)

· PCs, LANs, commercial software licences for PCs

· Ingres Database Management Systems, Servers

· Software used directly for the processing of satellite notices

· Spacecap, Findcap, SNSVal, PCOM, APP28, APP29, MSPACE, PFD tools etc.

· Software for publication

· Spacepub

· Preparation of BRIFIC CDROM - The work carried out by Reprography and Sales Department are computed in the sales price for the CDROM. However, the work done by BR staff in putting together the special sections and indexes is not covered by sales price, as such this should be included in the cost recovery fees.

· Radiocommunication Bureau support costs

· General Secretariat reallocated cost

4. Resulting Schedule of Processing Charges for Full Cost Recovery

It might also be appropriate that the charges should be derived in such a way as to ensure that the forecasted cost in the future period will be recovered by the forecasted number of notices processed so as to ensure consistency with the budget forecasts.

The schedule of processing charges is computed based on the sum of all direct costs and all indirect costs, and this schedule is reviewed every two years when adopting the biannual budget as for the amount of the contributory units. The projected total costs for 2004/2005 related to the processing of satellite notices is not yet finalized but is in the region of CHF 31 millions. The anticipated number of filings to be treated is 480 notices over the same period. The Bureau will prepare the new schedule of processing charges for the 2003 session of Council in conjunction with the 2004/2005 budget, based on the decisions reached during this meeting of the Ad-Hoc Group in regard to the inclusion of the above-mentioned charges.
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