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ALTERNATIVES TO THE CURRENT METHODOLOGY

Originally, the schedule of charges of Annex A of Decision 482 and its associated elements (flat fee, number of pages covered by the flat fee and charge for additional page) were derived according to the following methodology (extract from Annex B of Decision 482 as adopted by Council 1999):

4
The number of pages in each category that are covered by the flat fee is calculated such that, over the preceding three-year period, 35 per cent of the publications will have that number or fewer pages. 

5
Each satellite network for which the total number of pages of publications exceeds the number determined under § 4 above for its category shall be subject to an excess page charge of 80 per cent of the average page cost of that category during this same three-year period. 

6
The flat fee for each category is calculated in such as way that, based on the preceding three‑year period, the flat fee charges plus the additional charges per excess page are equal to the total cost for that category.

When the unit methodology was adopted on a temporary basis by Council 2002, the transition from the previous methodology based on the number of pages to the new unit methodology was performed on a category-per-category basis and is based on the following principles
:

· the value of the flat fee is preserved; and

· the number of units covered by the flat fee is the ratio between the flat fee and the average cost per unit evaluated over the total number of units of the filings of a category; and

· the value of the per excess unit is adjusted so that the total charge (flat fee plus additional charge) equals the overall cost for the concerned per category (similar to §6 above).

The transition could not preserve the criteria of §§4 and 5 above. The two statistical parameters used to establish the schedule, namely 35% and 80%, have vanished and discrepancies have appeared in the schedule of charges. In particular, under the page methodology, because the charge per excess page was 80 per cent of the average page cost, it was inferior to the average charge of a page covered by the flat fee. Now, under the unit methodology, there are two categories (4 and 8) for which the charge per excess unit is superior to the average charge of a unit covered by the flat fee (see Annex 1 for the detailed calculations). This situation is in contradiction with the principle of the flat fee intended to cover a fixed part of the costs associated with the workload related to the “opening” of a filing whereas the additional charge is intended to cover the incremental cost. Besides it encourages administrations to submit multiple single flat fee filings instead of one. 

To fix this situation, it is proposed to, without questioning the concept of unit, review the methodology described in Annex B of Decision 482 (mod Council 2002) so that the schedule of charges relies upon a coherent and logical basis. Three approaches are proposed to be studied.

1. Methodology 1 “[35]% and 80%”

This methodology is similar to the original methodology adopted for the page system. It would rely, for each category of charge, upon the following principles:

·  the number of units covered by the flat fee is such that, over the preceding [x]-year period, [35] per cent of the publications will have that number or fewer units.

·  the charge per excess unit equals 80 per cent of the average unit cost during the same [x]-year period.

·  the flat fee is calculated in such a way that, based on the preceding [x]-year period, the flat fee charges plus the additional charges are equal to the total cost for the category.

Possible advantages:

·  the number of units covered by the flat fee would be associated to a statistical criterion which is: at least [35]% of the filings are covered by the flat fee.

·  the charge per excess unit would be inferior to the average charge per unit covered by the flat fee.

·  the statistical criteria would be those already used to establish the schedule of charge of the page methodology.

Possible disadvantages:

·  the filings with a number of units inferior to the number of units covered by the flat fee might be considered as overcharged.

2. Methodology 2 “[35]% and average cost”

Under this methodology, the 35 per cent criterion, which was used under the page methodology, would be retained and the charge per excess unit would be set to the value of the average charge for a unit covered by the flat fee:

·  the number of units covered by the flat fee would be such that, over the preceding [x]-year period, [35] per cent of the publications will have that number or fewer units.

·  the charge per excess unit would be equal to the average charge for a unit covered by the flat fee.

·  the flat fee would be such that, based on the preceding [x]-year period, the flat fee charges plus the additional charges are equal to the total cost for the category.

Possible advantages:

·  the number of units covered by the flat fee would be associated to a statistical criterion which is: at least [35]% of the filings are covered by the flat fee.

·  the incremental charge per unit would be the same whether the unit is covered by the flat fee or not.

·  compared to method 1, the flat fee would be lower (because the charge per excess unit is higher and the total charges are unchanged).

Possible disadvantages:

·  compared to method 1, the charge per excess unit is higher.

·  the small filings (up to the number of units covered by the flat fee) may be considered as overcharged (but the flat fee would be lower than in method 1).

3. Methodology 3 “zero-unit flat fee”

Under this methodology, the flat fee would cover no unit and would be considered as a fixed charge only associated to the “opening” of a filing.

·  the flat fee would be set to a certain value, possibly based on a percentage of the total costs.

·  the charge per unit would be adjusted so that, based on the preceding [x]-year period, the flat fee charges plus the unit charges are equal to the total cost for the category.

Possible advantages:

· the average per unit charge does not depend on the size of the filing.

· as there is no unit covered by the flat fee, the problem of those filings involving more than one category may be easier to solve (see companion document), for instance by clearly separating the categories of charge so that there is no overlapping of activities.

Possible disadvantages:

· it may be difficult to set the flat fee as it may not be clearly related to a statistical criterion.
Proposal
It is proposed to redesign the current methodology (Annex B of Decision 482) used to establish the schedule of charge (Annex A of Decision 482) so as to resolve the discrepancies brought by the transition between the page methodology and the unit methodology. To do so, it is proposed to study the approaches developed above and to implement the one that would appear the most appropriate. 

ANNEX 1

	category

of charge
	flat fee
	number of
pages covered
by the flat fee
	Additional
page
	
	average charge of a page covered by the flat fee

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Decision 482 mod 2001 (page)
	
	
	

	1
	1 300
	9
	110
	<
	144,4

	2
	5 600
	27
	120
	<
	207,4

	3
	21 000
	35
	410
	<
	600,0

	4
	7 100
	29
	120
	<
	244,8

	5
	5 900
	7
	640
	<
	842,9

	6
	4 900
	8
	460
	<
	612,5

	7
	5 000
	11
	360
	<
	454,5

	
	2 000
	11
	150
	<
	181,8

	8
	15 800
	19
	560
	<
	831,6

	
	15 800
	19
	770
	<
	831,6

	
	6 600
	3
	1730
	<
	2200,0

	
	6 200
	3
	1 570
	<
	2066,7

	9
	9 900
	9
	880
	<
	1100,0

	
	
	
	
	
	

	
	
	
	additional

unit
	
	average charge of a

unit covered by the
flat fee

	Decision 482 mod 2002 (unit)
	
	
	

	1
	1 300
	6
	147
	<
	216,7

	2
	5 600
	1103
	5
	<
	5,1

	3
	21 000
	1170
	16
	<
	17,9

	4
	7 100
	137
	62
	>
	51,8

	5
	5 900
	12
	288
	<
	491,7

	6
	4 900
	10
	115
	<
	490,0

	7
	15 800
	875
	11
	<
	18,1

	
	15 800
	648
	11
	<
	24,4

	8
	6 600
	129
	71
	>
	51,2

	
	6 200
	126
	69
	>
	49,2

	9
	9 900
	1
	855
	<
	9900,0


ANNEX 2

EXTRACT FROM DOCUMENT 1 (BR) OF THE JULY 2002 MEETING

Calculations for Category 2
A] Computation for total cost

· For Category 2 the flat fee is 5,600 CHF

· No. of pages covered by flat fee is 27

· Additional charge per excess page is 120 CHF

Hence Total cost = SUM (( if pages <= 27 then cost =5,600) else ( if pages > 27 then cost = (5,600+ no.of excess pages x 120))

For Category 2 there are 398 networks comprising 26,358 pages.  Total cost is 4,272,880 CHF

B] Computation for Average cost per “unit”.


(Total cost / Total units)


Average cost per unit is 4,272,880/842,301 = 5.07


Total units ( 842,301) can be found in the statistics.

C] Computation for no. of units covered by flat fee


Flat fee / average cost per unit.


For this category 5,600 CHF/ 5.07 = 1,103 number of units covered by flat fee.

D] Computation for total excess units


Total excess units = SUM ( if units < no. of units covered by flat fee then excess units = 0) else ( if units > no. of units covered by flat fee then excess units = no. of units – no. of units covered by flat fee))

From statistics total excess units = 598,647

E] Computation for cost per excess units


(total cost – total no. of publication x flat fee) / total excess units:


(4,272,880 - 398 x 5,600) / 598,647 = 3.41 CHF

F] Computation for sum of new total


First step is to determine the no. of units covered by flat fee, in this case it is 1,103


Flat fee for charges based on units is 5,600


Hence   Sum of new total = SUM (( if units <= no. of units covered by flat fee then  fee is 5,600) else ( if units >= no. of units covered by flat fee then fee = 5,600+( no. of units – units covered by flat fee) x cost per excess units = 4,272,880 CHF

Conclusion:

In paragraph A total cost based on the no. of pages is 4,272,880 CHF, and in paragraph F total cost based on units is the same.

                                
� An example of how this transition was carried out for category 2 is shown in Annex 2, as provided by the BR in document 1 of the July 2002 meeting.





