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	Purpose
In this contribution, the Argentine Republic aims to provide economic and methodological input that will help to improve the predictability of the system and to ensure that costs recovered are proportional to services actually rendered.
Action required by the Council
The ITU Council is invited to:
–	take note of the case study presented by the Argentine Republic; and 
–	consider the proposed methodological framework as a basis for future discussions and possible adjustments to the application of ITU Council Decision 482.
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1	Introduction
The Argentine Republic reaffirms its commitment to the principles of sustainability, transparency and equity that guide the management of spectrum and satellite-orbit resources within the framework of the International Telecommunication Union.
With regard to the application of Decision 482 (C01, last amended C25) and with the aim of facilitating a balanced implementation of the cost-recovery system associated with the notification, coordination and recording of satellite networks and systems, Argentina hereby presents a case study analysing the indirect costs associated with those activities.
2	Council Decision 482
Council Decision 482 establishes the framework for the recovery of direct costs arising from the processing of satellite network and system filings, including the technical and administrative evaluations necessary for their processing in accordance with the Radio Regulations.
In practice, alongside clearly identifiable direct costs, indirect costs associated with the general operation of the organization are also incurred. While such costs are attributable to the support necessary for service provision, their proper definition and allocation is essential to preserving economic consistency in the system.
3	Case study: Analysis of costs associated with the processing of satellite network and system filings
Based on an analysis of processes involved in the treatment of satellite network and system filings, Argentina observes that:
–	Direct costs can be objectively identified and quantified, as they arise from specific technical activities provided for in Decision 482.
–	Indirect costs, in the absence of clear reference criteria, may be prone to significant variation and affect the transparency of the cost recovery system.
–	A high ratio of indirect costs to direct costs may have a negative impact on predictability for notifying administrations and act as a barrier, in particular for developing countries.
4	Economic and methodological approach
4.1	Cost classification
For the purposes of this study, an approach to classification aligned with widely accepted principles of cost accounting and public management has been adopted:
a)	Direct costs
Direct costs are those that can be clearly, verifiably and exclusively allocated to specific activities for a given notice, including but not limited to:
–	technical/regulatory analysis of notified networks;
–	compatibility and coordination studies;
–	processing and recording of information in ITU systems;
–	publication of respective special sections; and
–	interaction with notifying administrations involved in a specific case.
b)	Indirect costs
Indirect costs are those that are necessary for the general operation of the organization and cannot be attributed exclusively to an individual filing, such as:
–	general administration;
–	human resource management;
–	maintenance of cross-purpose IT infrastructure and systems; and
–	administrative and financial support.
This distinction is essential to ensuring traceability, transparency and proportionality in the cost recovery system.
4.2	Methodology for estimation and allocation
The case study is based on a methodology that provides for:
–	identification of processes involved in the treatment of satellite network and system filings, distinguishing between core and support activities;
–	estimation of direct costs based on measurable inputs, such as dedicated technical resources and specific use of systems; and
–	allocation of indirect costs by means of reasonable, consistent and stable apportionment criteria, avoiding the allocation of structural costs unrelated to the actual level of service rendered.
From this perspective, indirect costs should reflect only the support necessary and proportional for the execution of activities directly attributable to Decision 482.
4.3	Applicable economic principles
Argentina considers that the cost recovery system should be governed by, inter alia, the following principles:
–	Causality: costs recovered must be related to the activities that generate them.
–	Proportionality: indirect costs must be kept in reasonable ratio to direct costs.
–	Predictability: notifying administrations must be able to anticipate the costs associated with a filing with a reasonable degree of certainty.
–	Non-discrimination: the cost structure shall not have a disproportionate impact on certain administrations.
5	Proposed framework for indirect costs
Based on the analysis carried out, the Argentine Administration proposes as a guiding principle that indirect costs associated with the application of Decision 482:
–	not exceed 30 per cent of total direct costs recovered for activities provided for in Decision 482.
Economic justification for the proposed ceiling
–	In specialized technical services, indirect costs typically represent a minor proportion when processes are clearly defined.
–	A ceiling of 30 per cent allows for adequate coverage of necessary support functions without undermining the cost-to-service ratio.
–	Significantly higher percentages may reflect:
•	excess allocation of structural costs;
•	lack of consistency in identification of direct costs; or
•	inefficiencies in support processes.
–	The adoption of a quantitative benchmark helps to reduce variability, improve transparency and facilitate periodic evaluation of the system.
The Argentine Administration stresses that this value is intended as a methodological guideline rather than a hard cap. Furthermore, it should be periodically reviewed based on the evolution of processes, the volume of filings received by ITU and improvements in operational efficiency.
6	Final considerations
The Argentine Administration considers that establishing a clear framework for indirect costs associated with activities under Council Decision 482 would contribute to:
–	enhancing transparency and confidence in the cost recovery system;
–	ensuring a balanced and proportional application of Decision 482; and
–	promoting equitable access to the use of the orbit-spectrum resource.
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