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Rapporteur on Resolution 18


financial matters (fees, deposits, penalties) for �satellite filings - resolution 18 (kyoto)


1	Background


The Kyoto Plenipotentiary Conference, following a document presented by Australia, adopted Resolution 18 which calls for a review of some of the important issues concerning international satellite network coordination. One of the main objectives of this review as is to minimize filings for these satellite networks which are not likely to be brought into use i.e. "paper satellites".


A paper submitted to the ITU-R Radiocommunication Advisory Group (RAG) by Australia addressed the question of the introduction of fees or financial deposits to deter the filings (submissions for advance publication and coordination) for "paper satellites" for coordination. This paper was discussed by the RAG meeting in February 1996 and was agreed to be of considerable merit, although it also raised a number of questions. The RAG set up a Rapporteur Group under Dr. R.W. McCaughern (Canada) to further develop the concepts. Further discussion took place at the meeting of the Special Committee on Regulatory/Procedural Matters (SC) which followed the RAG meeting.


Rapporteur Group SC-4 of the SCRPM and the regional forums on Resolution 18 discussed the issues concerning coordination of satellite networks. In the views expressed to date, there was no consensus on the need for financial approaches. These views varied from not requiring the financial approaches at this time to presenting a combination of procedural and financial approaches at WRC�97. Another view was to consider financial approaches as a second stage approach only if the procedural approaches of the due diligence process do not work. From the views expressed to date, there appears to be merit in examining the issues associated with the financial approaches and presenting them at WRC-97 for consideration.


In these forums, there was significant input provided concerning use of a "Due Diligence Process (DDP)" to improve the coordination of satellite networks. There were two aspects considered for the DDP, the procedural approach and possible financial approaches.


This paper discusses the application of financial approaches strictly as a deterrent for "paper satellites". The use of different financial approaches for cost recovery and for revenue generation are among the subjects currently under consideration by ITU-2000.


�
It is assumed that any of the financial approaches discussed in this paper would apply to those satellite networks and frequency bands which are subject to the procedural approach of the DDP. Further, it is suggested that the administrative procedures to implement any financial approach be kept simple and efficient.


2	Types of financial submission


The following types of financial submissions are discussed in this paper:


–	an application fee, primarily from the viewpoint to cover the ITU's processing costs for inter-system coordination;


–	a financial deposit for proposed satellite networks, with the deposit returnable when the system enters into service;


–	a registration fee for those satellite networks recorded in the Master Register but not in use; and


–	a line of credit.


These different types of financial submissions are discussed individually; however, they could be applied in any combination, or alternatively, other variations may be more applicable. Further, for any financial approach, the following key areas need to be addressed:


a)	Who should pay and for what?


b)	Method to calculate the financial amount.


c)	Method of payment i.e. to whom and when.


d)	Mechanism to review the above items as needed. 


2.1	Application fee


One of the difficulties in satellite network coordination is the major backlog of filings in the BR, both API's and coordination filings. Regulatory uncertainty is created by delays in publication which have approached one year or more, further contributing to the paper satellite problem. Since the processing and publication of these filings represent a major effort on the BR's part, a one-time application fee could provide additional resources for the BR and thus improve the current situation.


2.1.1	Methods for setting fees


By definition, any application fee will be non-refundable. The amount for the application fee has to represent a balance between helping to reduce the number of "paper satellites" while at the same time not becoming a significant burden for the "real satellites". Such a balance may not be feasible.


The following options exist:


a)	Such a fee could be a fixed amount(s) representing the cost incurred by the BR in the complete processing of satellite network applications.


	The principle of "cost recovery" to finance ITU's activities is being addressed by ITU-2000 and information could be available to estimate the cost of processing. Further, if ITU-2000 activities lead to the implementation of a "cost recovery" approach on a broader basis, this option will provide additional financial resources for the BR. However, the application fee based on the cost recovery principle may not be a deterrent for "paper satellites" unless the amount was large enough to cause significant financial hardship to the administrations or �
their operators. Otherwise administrations which can afford to bear such costs, may still submit "paper satellites". Regardless of the amount of fee, there is also a need for an associated mechanism to remove the filing at the end of some defined period.


b)	The second option would be to consider an application fee which represents more than the cost of processing; the cost of processing provides a base level.


It should be noted that if significant changes were made in the current procedures the cost of processing may reduce which in turn may require an adjustment to the application fee.


2.1.2	Method of payment


The most likely scenario here would be to require the entire applicable fee as part of a complete coordination filing AP3 to the BR. Thus without the fee being received by the BR the filing would not be considered as complete and no date of receipt would be attributed to the submission, yielding no regulatory status. The advantages of this approach would be that:


a)	only coordination requests with reasonably firm plans are submitted; and


b)	financial support for the BR's activities in the processing of satellite filings will be available.


The main disadvantage is that if the fee is large, it may impose financial difficulties for some operators to pay in one installment.


Another variation of this approach would be to pay a fee at different stages of the processing of filings i.e. at the timing of submitting API information, submitting coordination data and at the notification stage.


Another variation would be to spread the total amount of fee over the normal period of filings (i.e. without extension period) and payment could be done on an annual basis.


2.1.3	Suggested approach


a)	Establish the cost involved in processing those satellite network applications to which the financial approaches may apply. This may be done from the information to be submitted to the second meeting of ITU-2000 in February 1997.


b)	Determine if the amount based on cost recovery could be a deterrent for "paper satellites"? If not, what should be the amount?


c)	Provide input to the third meeting of ITU-2000 for any enabling provisions required to impose an application fee for satellite network coordination.


2.2	Deposits


The purpose of the deposits would be to:


a)	reduce the number of filings which are not likely to be implemented;


b)	ensure that filings are submitted at a time when the system design has matured to a stage which would allow realistic coordination;


c)	ensure that a proposed satellite network is implemented within the maximum period allowed under the revised procedures.


Deposits by definition require an associated refund mechanism.


�
2.2.1	Method of calculating deposits 


For deposits there could either be a flat amount or they could be based on several factors such as:


–	amount of bandwidth used, both for service links and feeder links;


–	for GSO networks, consider the number of alternate orbital slots proposed; for non-GSO systems, it could be based on the number of GSO systems pre-empted;


–	coverage, i.e. an amount for national coverage and a larger amount for regional and global coverages;


–	fixed amount as a function of the percentage of cost of a typical system implementation.


2.2.2	Timing of payment


The payment could be submitted at 


–	API (Completed AP4);


–	coordination request (Completed AP3);


–	when a specified time period is exceeded.


While there is not much time difference between the filing of API and coordination information, and they may be submitted at the same time, it would be better to require deposits with the coordination filing since that is the stage where the filing achieves a regulatory status. Thus the system operator would be able to balance between an early date for filing to obtain regulatory status for coordination and a later date to minimize the financing costs for the deposit. Further, the administrations would not submit requests for coordination until the availability of the deposit funds from the system operator is assured. Because of the financial commitment, the system operator will more carefully scrutinize its proposed filings. 


A disadvantage of a deposit made at the end of the specified time period (x years) is that it would not reduce the filing of paper satellites and would still involve the coordination of these systems. Also, any deposit at the end of the specified period will need to be linked to the regulatory procedures for removal of the filing. In addition, regulatory mechanisms will be necessary to deal with those administrations which do not submit deposits.


2.2.3	Refund mechanisms


The following options exist for refund of deposits:


a)	100% refund on launch if within the regulatory time-frame allowed;


b)	x% refund after contracts are granted, i.e. link to the dates and information to be submitted in the procedure part of the due diligence process and remainder upon launch within the regulatory time-frame allowed;


c)	reduced amount of refund if launch is not within the allowed regulatory time-frame. The amount to be reduced is dependent on the delay in launch.


2.2.4	Disposition of interest


The amount of interest on a deposit over the filing period could be substantial. The purpose for which the interest may be used, needs to be addressed. The following options exist:


i)	return the interest to the party making the deposit;


ii)	ITU uses the interest towards new activities it is directed to carry out;


�
iii)	use it towards improving the satellite coordination activities;


iv)	others?


2.2.5	Administration of deposits funds


Any system of deposits would require a mechanism to administer the programme. This should be addressed. As noted in Section 4, the current interest rates for delayed contributions to the ITU is 3% per annum for the first six months and 6% per annum from the beginning of the seventh month. This may provide some guidance in setting the interest rates for delayed deposits.


2.3	Registration fee


The purpose of the registration fee would be to identify and remove paper satellites from the Master Register by imposing an annual fee until the system is brought into service. Another scenario for the registration fee would be for all systems notified in the MIFR to pay an annual fee while the systems remain in the MIFR. The latter would constitute a type of an "economic rent" for the use of spectrum and orbit resource.


2.4	Line of credit (LOC)


A line of credit could be established by the satellite operator with a recognized financial institution and with the following provisions:


a)	only the ITU can draw upon this LOC within clearly defined financial procedures;


b)	no changes can be made to the terms and conditions of the LOC until the system is brought into use and evidence is presented to the ITU. This is usually referred to as an "irrevocable LOC";


c)	ITU will use this LOC in accordance with the regulations established under Resolution 18. For example the ITU could start to draw upon the LOC once a specified time period is exceeded. This may be done in steps (e.g. annually) until the system is brought into use.


2.4.1	Method of setting LOC


The maximum amount for LOC could be based on factors similar to those described for deposits, or alternatively, to keep the matters simple, a fixed amount may be established. The latter may be a preferred option.


2.4.2	Timing to draw upon the LOC


The ITU could start drawing upon the LOC once a pre-defined time period is exceeded. At that point an option may be given to an administration to withdraw its filing. This approach may be simpler to manage than the deposit approach.


3	General discussion


In this paper, the concepts of fees and deposits are discussed only from the point of view to improve the ITU coordination and notification procedures for space systems. There may be other reasons, such as need to identify a series of cost recovery mechanisms which could be addressed under ITU�2000.


�
With regard to the application fees, while the principle of cost recovery by the ITU Sectors will be addressed in ITU-2000, the space services and the frequency bands to which the application fee would apply need to be identified under Resolution 18 activities.


One scenario as mentioned earlier would be to assume that an application fee would apply to those services and bands which would be subject to the procedural approach of the due diligence process. If the procedural approach is applied only to commercial satellite networks, it then raises the question as to why such a fee is not applied to other systems (both terrestrial and space). However, the coordination of commercial space systems is very extensive and frequently involves many administrations. Further the BR spends much more resources in the examination and processing of the filings for such space systems. This latter aspect should be addressed further as part of the ITU�2000 deliberations.


Another issue concerning the introduction of application fee is its "non-refundable" nature, and its amount has to be "reasonable" so as not to inhibit the development of the system. 


Further, since administrations and system operators are not experienced with the financially based concepts in the context of the ITU, it may be better to start with a concept where refunds are available as opposed to non-refundable approaches. At the same time, a combination of application fees, deposits and registration fees may be more relevant depending on the purpose, the amount of payment, timing of payment and the conditions associated with the refunds.


4	Who should pay?


Since the concept of financial approaches is new, it is likely to raise concerns for many administrations and system operators concerning their impact on the financial viability of the network.


Further, there is only a very small number of administrations which have a large number of satellite networks in operation or submitted for coordination. Thus a uniform approach for all satellite networks may disadvantage administrations planning to operate a limited number of networks. The following options exist:


i)	systems providing the first national coverage may be exempted from any financial submissions. Systems providing subsequent national coverage may be required to submit a smaller deposit compared to those providing subregional, regional or global coverage;


ii)	the amount of financial submission could be related to the amount of spectrum resource used;


iii)	other?


5	Implementation of procedures


For the implementation of any new procedures, there is a need to develop a transition procedure from the present to the new. A number of options exist for such a transition. For all these options, a date (xxxx) has to be established for the new procedures to come into effect. Then the transition procedures are with respect to this date. Further, the financial approaches should apply to:


i)	all new filings submitted after the date xxxx;


ii)	all systems for which filings were submitted before this date and are in coordination stage;


iii)	all systems which are notified but not brought into use before the date xxxx.


�
6	Current provisions in the CS and CV


The finances of the Union are covered by Article 28 of the CS where expenses of the Sectors of the Union form one part of the overall expenses of the Union. The expenses of the Union are to be met from the contributions of its members and of entities and organizations authorized to participate in the Union's activities. However, it should be noted that they are free to choose their class of contribution as defined in the CV. This means that there is no current provision in the CS/CV which imposes mandatory contributions and by extension, no application fees and/or deposits. At the same time, there is no provision which explicitly excludes such action. The other aspects to note are that:


–	the Union has a defined financial year and there is interest to be paid for delayed contributions i.e. 3% per annum during the first six months and 6% per annum from the beginning of the seventh month;


–	the cost of reproduction and distribution of publications is recovered by setting appropriate sale price of the publications (i.e. there is precedence for cost recovery for products);


–	the Union has the prerogative under the Financial Regulations to establish special accounts which could be used to hold the fees and deposits.


Given the above, the need for any amendments to the CS and/or CV should be established. There has been input to modify CV63 to add to the powers of the Council. CV63 deals with the responsibilities of the Council for approving and revising the ITU Financial Regulations. CV77 requires the Council to decide upon implementation of any decisions of conferences which have financial implications.


7	Relationship to ITU-2000 activities 


The ITU-2000 Group was set up to address Resolution 15 (Rights and Obligations of all Members) and Resolution 39 (Strengthening the Financial Base of the Union). The first meeting of this Group in October 1996 concluded that contributions on financial matters relating to Resolution 18 will be considered only from the viewpoint of the principles sustaining them; their details need to be examined by the competent bodies. This implies that within the activities of Resolution 18, it would be necessary to establish the types of financial submissions required and the satellite applications subject to these financial submissions. With regard to the satellite applications, it can be assumed that those applications subject to the procedural approach of due diligence would also be subject to the financial approaches. With regard to the type of financial submission, the types discussed in Section 2, i.e. the application fee, deposits (only penalties and interest could provide a financial support) and the registration fee could all contribute to strengthening the financial base of the Union.


The concept of cost recovery was discussed by the February meeting of ITU-2000, and there was general agreement that in principle, both direct and indirect costs should be subsumed under this arrangement. It was recognized, furthermore, that the Council may determine the range of activities under which a full cost recovery scheme could apply, including those related to the implementation of various options of a financial nature falling within the purview of due diligence. 


8	Suggestion to make progress


i)	At the March 1997 RAG meeting, establish the type of financial submission which may be preferred. For the reasons mentioned earlier, the concept of deposits or line of credit may be preferable as a first financial mechanism to deter paper satellites. Also, since the concept of �
application fee may be applied on a broader basis depending on the outcome of the ITU�2000 activities, it may be useful to leave this concept to the ITU-2000 Working Group.


ii)	Consider the need for any exemptions from the financial submissions and the rationale for them.


iii)	Establish a preferred date for the implementation of a financial approach.


iv)	Provide input for the Director's report identifying possible actions required from WRC-97, the Council session in May 1998 and the 1998 Plenipotentiary Conference.


v)	Others? 
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