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General Secretariat
Cost Allocation Methodology-Application to the Processing of notices for space services

I 
COST ALLOCATION METHODOLOGY 

2.1 Purpose

1.1.1 The methodology used for cost allocation was first introduced at ITU in the budget 1998-1999. Its intent is to estimate the full cost of ITU programme activities, including that of the related support activities. This facilitates the visualization of the total costs required to sustain or implement the activities, as well as the decision-making process on the distribution of resource allocation.

1.1.2 In addition, the full cost allocation methodology provides a means of funding the products and services for which the cost recovery approach is adopted. It represents the basis for considering opportunities for cost recovery for new activities/products and services and can lead to improvements in efficiency and cost recovery mechanisms. This method follows the generic concepts described in Resolution 91 (Minneapolis, 1998) to ascertain an equitable distribution of a product or service among all activities concerned (measurement unit should reflect the real work effort), and the consistency and reliability of the costs being distributed.

2.2 Context

1.2.1 The basic cost allocation methodology has been presented to Council through series of information documents and consultants reports including:

−
Report by the Secretary-General on the Cost analysis of products and services of the Radio-communications Bureau [C96/31-E] of 3 May 1996. This report followed a simplified cost allocation methodology to distribute the non-invoiced costs of the General Secretariat to functions within the Radio-communication bureau and re-allocate bureau support costs among the sector’s activities. The purpose of the analysis was to identify potential BR products and services, which might be subject to cost recovery.

−
Report by the Secretary-General on the Cost Attribution Plan and Options for Cost Recovery [C97/56-E] of 9 May 1997. This report prepared internally by the Department of Finance proposed a methodology for the re-allocation of General Secretariat costs among the various programmes and activities of the Union with particular reference to cost recovery and Telecom. The methodology used is the same as that used for BR in C96/31-E above. This methodology was also followed in the preparation of the 1998-99 draft biennial budget [C97/10-E].

−
Report by the Secretary-General on the Cost Attribution Plan, 1998-99 and options for cost recovery [C98/15-E] of 28 April 1998.  This document includes in Annex A the recommendations by the firm of David M. Griffith and Associates, Ltd. on the methodology for cost allocation. This report recommended several modifications to the cost attribution methodology included in C96/31-E and C97/56-E that were incorporated into an adjusted calculation of cost allocation for the 1998-99 Biennium. The major recommended modifications concerned the costs drivers to be used for the reallocation of the costs of the General Secretariat (ie. post count, publications income, conference costs, invoiced units and Arabic, Russian and Chinese translation).

−
Report by the Secretary-General on cost recovery for some ITU products and services [C99/47-E] of 3 May 1999, which introduced the utilization of two new allocation drivers: time allocation study to re-allocate the costs of Legal Services and the External Affairs, Communication and Strategy Units.

−
The cost allocation methodology was reviewed by the External Auditor as part of an audit of the processing charges for Satellite Network Filings conducted in 2001 [C2001/54-E]

2.3 Explanatory summary of the cost allocation method

1.3.1 By computing the full costs of activities, this methodology gives an indication of the share of General Secretariat costs (centralized and administrative support services) reallocated  proportionally to the support level required for each Sector’s programme activity. In addition, cost pertaining to programme support services within the respective Sector’s Bureau are attributed to the programme activities.

1.3.2 At present, the methodology is applied to cost recovery charges of the following products and services: i) Universal International Freephone Numbers (UIFN), ii) Universal International Premium Rate Numbers (UIPRN), iii) Universal International Shared Cost Numbers (UISCN), iv) ATM and system addresses (AESA), v) Global Mobile Personal Communications by Satellite memorandum of understanding (GMPCS MoU) and vi) Satellite Network Filings.

1.3.3 In addition, costs pertaining to support services provided by the General Secretariat to the Telecom activity are recovered applying the same methodology as for the products and services mentioned above.

2.4 Description of the cost allocation methodology (see Table in Annex A)

1.4.1 Total cost of activities, after the allocation of the support costs are composed of the following cost categories/types: a) direct and b) indirect. These costs are defined by the ITU as follows:

	ACTIVITY
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Direct Costs
	Costs incurred exclusively to implement a given activity, identified under at least one full cost center. 

Documentation costs
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1.4.2 Direct costs are those directly attributed to one particular activity/product or service. These costs are further broken down in two types: (i) costs identified under specific cost center which is directly incurred for this product/service purpose only, (ii) documentation costs pertaining to the implementation of a given activity (product/service), which are incurred by the Conference and Common Services Departments for the production of translation, typing and reprography.

1.4.3 The indirect costs represent the costs that are incurred by and charged to a department of the General Secretariat or the bureaux of the sector, thus requiring an allocation process so that they can be attributed to a particular product or service. They include:

Bureau support services (Sector costs) – The costs of staff and related expenditures charged to the individual Bureau (including the offices of the Director), which are reallocated to activities/products or services within each Bureau based upon the results of a periodic survey to measure the work effort of all Sector staff. These costs include invoiced costs incurred by the Sector but not attributable directly to a specific activity/product or service. 

A time survey used for the implementation of the cost allocation for 2004-2005 budget uses as the base the year 2002. Staff were asked to indicate the percentage of work effort devoted for each programme activity (product and service). The percentage indicated by each staff member was then applied to the salary standard cost pertaining to his/her grade. The sum of these costs for each programme activity represents the level of support provided by the bureau. This 2002 time survey was adjusted to take into account the anticipated programme changes in 2004-2005. (See table in Annex B)

General Secretariat costs – These relate to costs of staff and related expenditures incurred by the General Secretariat departments, reallocated directly to products or services, under the cost allocation methodology. These are differentiated in two broad types: the Administrative (Secretary-General office, Legal, External Affairs, Communications and Strategy, Finance and Personnel and Social Protection services) and Centralized (Conferences, Information Services and Common Services) services.

Furthermore, the distribution of these costs is made by applying what is called allocation drivers. An allocation driver refers to a factor that causes a cost item to be incurred. It can be based on production volume, on cost, on direct-labour hours/days/months, on percentage of work effort. These are: post count, work effort, publications income, conference costs, and invoiced costs of documentation.

The table in Annex C shows the different allocation drivers used for this allocation process of the General Secretariat costs.

This process is accomplished by assigning these allocation drivers, corresponding to appropriate bases for allocation, to each general Secretariat Departments and functional units to be reallocated.listing of the General secretariat costs to be allocated according to the different allocation drivers.

II 
APPLICATION TO THE PROCESSING OF NOTICES FOR SPACES SERVICES

The tables below sets forth details on the application of the cost allocation methodology for the processing of space notices for 2004-05.
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1 278

1 174

480

6 258

1 897

23 107

1 984

9 769

2 181

1 417

3 720

4 575

Amounts in (000) CHF

Full cost

IAP/SAS

3 284

     

 

IAP/STS

3 489

     

 

SSD/SNP

2 876

     

 

SSD/SPR

7 024

     

 

SSD/SSC

6 379

     

 

Management-BRDIR

55
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Processing of notices for spaces 

services-Full costs*

Processing of notices for spaces 

services-Attributable Costs 

according to Decision 482 Mod.*

Bureau support services

 - IAP

            - IAP/SAS

3 284

                                                    

 

3 230

                                                       

 

            - IAP/STS

3 489

                                                    

 

3 445

                                                       

 

 - SSD

            - SSD/SNP

2 876

                                                    

 

2 867

                                                       

 

            - SSD/SPR

7 024

                                                    

 

6 537

                                                       

 

            - SSD/SSC

6 379

                                                    

 

6 379

                                                       

 

 - Management-BRDIR

55

                                                          

 

53

                                                            

 

Sub-total

                                                  23 107 

                                                   22 511 

General Secretariat support services

 - Office of the Secretary-General & Vice-Secretary General

997

                                                       

 

-

                                                              

 

 - Coord., Ext. rel., Commun. & Strat. Pol. Units

176

                                                       

 

-

                                                              

 

 - Conference Department

403

                                                       

 

-

                                                              

 

 - Common Services Department

5 463

                                                    

 

-

                                                              

 

 - Personnel and Social Welfare Department

2 955

                                                    

 

2 879

                                                       

 

 - Finance Department

                - Payroll service

213

                                                       

 

                - Budget, Accounting, Voluntary Funds Divisions

1 327

                                                    

 

1 293

                                                       

 

 - Information Services Department

4 947

                                                    

 

4 820

                                                       

 

Sub-total

16 481

                                                 

 

8 992

                                                     

 

Grand total

39 588

                                                 

 

31 503

                                                  

 

* The distinction between Recoverable and not recoverable is based on the 2002 time allocation survey, 

adjusted to take into account the anticipated changes in activities foreseen for the budgetary period 2004-05


SUMMARY TABLE

ANNEX A


ANNEX B

Bureau Support Costs for Budget 2004-05

	SECTOR
	ORGANIZATION UNIT
	ALLOCATION BASE

	ITU-R Sector
	Office of the Director (includes costs not attributed to sub-units and regional presence)
	2002 Work effort measurement survey adjusted to the anticipated changes during the budgetary period 2004-2005.

	
	Study Groups Department (SGD)
	

	
	Spaces Services Department (SSD)
	

	
	Terrestrial services Department (TSD)
	

	
	Informatics, Administration and Publication Department (IAP)
	

	ITU-T Sector
	Office of the Director (includes costs not attributed to sub-units and regional presence)
	2002 Work effort measurement survey adjusted to the anticipated changes during the budgetary period 2004-2005.

	
	Administration, Support, Edition & Promotion Department (ASEP)
	

	
	Studies, Strategy and Cooperation Department (SSCD)
	

	
	Telecommunication, Operation and Numbering Services (TSON)
	

	ITU-D Sector
	Office of the Director (includes costs not attributed to sub-units)
	2002 Work effort measurement survey adjusted to the anticipated changes during the budgetary period 2004-2005. 

	
	Administrative Services
	

	
	Business Development Unit
	

	
	Youth and Gender Unit
	

	
	Deputy to the Director & Field Operations Development Department
	

	
	Policies, Strategy and Financing Department (PSF)
	

	
	Regional Development Department (RDD)
	

	
	Implementation and Operation Support Department
	


ANNEX C

General Secretariat CostAllocation Drivers for Budget 2004-05
	Allocation Driver
	Description
	Statistic

	1
	Post Count
	The number of budgeted posts is obtained from the detailed biennial budget schedules for personnel expenditures that reflect the number of budgeted work months for permanent staff and temporary staff. The allocation unit is based upon budgeted posts during the period 2004-2005.

Sub-drivers have been established to enable the system to exclude the costs of Telecom and field offices from the allocation of costs. These sub-drivers are:

1.1 Total posts

1.2 Posts excluding Telecom

1.3 Post excluding Telecom and field offices

	2
	Publications income
	For the budget and interim reporting the budgeted income for publications is used as the allocation statistic. At the end of each year of the biennium, an adjustment will be made to redistribute the actual allocated costs based upon actual annual sales income.

	3
	Conference expenditures
	For the budget and interim reporting the budgeted expenditures including invoiced costs for conferences, workshops, study group meetings and seminars are used as the allocation statistic. At the end of each year of the biennium, an adjustment will be made to redistribute the actual allocated costs based upon the actual costs incurred for each conference during the year. 

	4
	Invoiced units
	For the budget and interim reporting the budgeted expenditures for the invoiced costs of translation, typing and reprography are used as the allocation units and adjusted to actual at the end of each year of the biennium.

	5
	Pages of Arabic, Chinese and Russian translation
	For the budget and interim reporting prior years statistics (number of pages translated into the three languages) adjusted to actual at the end of each year of the biennium are used as the allocation units.

	6
	Time study 

Legal Affairs Unit
	Percentage of work effort by activity (product and service) prepared by head of legal services. The results for 2002 but adjusted according to the new programme of activity foreseen for 2004-2005 is used for budgetary allocation during the biennium. Information provided at the end of 2005 will be used for the final accounting and reporting for the biennium.

	7
	Time study 

CEC/SPU Units
	Percentage of work effort by activity (product and service) prepared by coordinator of external affairs, communications, strategy and planning and heads of each unit. The results for 2002 but adjusted according to the new programme of activity foreseen for 2004-2005 is used for budgetary allocation during the biennium. Information provided at the end of 2005 biennium will be used for the final accounting and reporting for the biennium.


ANNEX D

General Secretariat re-allocated costs for Budget 2004-05

	OFFICE
	ORGANIZATION UNIT
	DRIVER
	ALLOCATION BASE

	Office of the Secretary General
	Office of the Secretary General and Deputy Secretary General (includes costs not attributed to sub-units in Budget)
	1.1
	Total post count (Note 1)

	
	Internal Auditor
	1.1
	Total post count (Note 1)

	
	Legal Affairs Unit
	6
	Time Study

	Coordination, External Relations, Communication & Strategy Policy Units
	Chief (includes costs not attributed to sub-units in budget)
	7
	Time Study

	
	Coordination, External Relations & Communications
	7
	Time Study

	
	Strategy & Policy Unit
	7
	Time Study

	Conference Department
	Chief (includes costs not attributed to sub-units in budget)
	1.1
	Total post count (Note 1)

	
	Conferences Service
	3
	Budgeted conference costs

	
	Planning and Information
	1.1
	Total post count (Note 1)

	
	Application of Resolution 62 - Arabic, Chinese and Russian translation
	5
	Prior years pages translated 

	
	Translation - English, French and Spanish Services
	4
	Projected invoiced costs of pages to be translated 

	
	Document composition Services
	4
	Projected invoiced costs of pages to be typed 

	Common Services Department
	Chief (includes costs not attributed to sub-units in budget)
	1.1
	Total post count (Note 1)

	
	Sales and Marketing Service
	2
	Budgeted income from publications

	
	Publications Production Service
	2
	Budgeted income from publications

	
	Library and Archives Service
	1.1
	Total post count (Note 1)

	
	Printing and finishing Services
	4
	Projected invoiced costs of pages to be printed

	
	Logistics Service
	1.3
	Total posts excluding field offices and Telecom

	
	Planning and Information
	1.1
	Total post count (Note 1)

	Personnel and Social Welfare Department
	All Units
	1.1
	Total post count (Note 1)


	Finance Department
	Chief (including costs not attributed to sub-units in budget) also Treasury and Publications
	1.1
	Total post count (Note 1)

	
	Budget and Control Division
	1.1
	Total post count (Note 1)

	
	Accounting Division
	1.2
	Total post count excluding Telecom

	
	Payroll Section
	1.1
	Total post count (Note 1)

	
	Voluntary funds Section
	1.1
	Total post count (note 1)

	Information Services Department
	Chief, Office Systems and training center Bureau, Special Projects, common expenses and centralized IT expenses
	1.1
	Total post count (Note 1&2) 

	
	Costs Computer and Network Division, Administrative Systems Division, Information Exchange Division and Applications and Database Division
	1.2
	Total posts excluding Telecom (Note 1)


Note 1 – If Telecom pays directly for staff costs for a particular activity or function, no cost allocation will be made for that activity or function.

Note 2 – If Telecom is directly charged for costs of hardware or software acquisitions, the amount charged will be deducted from the allocation to ensure there is no duplication. 










































































































