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The "Report by the Chairperson of the Council Working Group on the Implementation of Cost Recovery for Satellite Network Filings" is submitted to the RAG for information in Annex 1.


Pursuant to PP-98 Resolution PLEN/4, the RAG may advise on possible additional products and services to which the cost recovery approach may be applied, either fully or partially. To facilitate such advice, the lists of activities with little or no scope, with moderate or low scope, with high potential for cost recovery, as well as the list of activities where partial cost recovery is already practised (taken from Document C98/15), are shown in Annex 2.
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REPORT BY THE CHAIRPERSON





The first meeting of the Council Working Group on the implementation of cost recovery for satellite network filings was convened in Geneva, from 25 to 29 January 1999. The meeting was chaired by Mr. J. Albernaz (Brazil), who had been appointed as chairperson of the working group at the Council session held following the Plenipotentiary Conference (Minneapolis, 1998). Some 23 Member States and 8 Sector Members of the Radiocommunication Sector participated in the meeting. This report is in two parts. Part I contains the chairperson's summary of the discussion. Part II sets out the consensus text on the preliminary conclusions of the meeting.


Part I	-	Summary of the discussion


1	Approval of the agenda


1.1	The draft agenda in Document CWG/OJ/1 was approved without amendment (see Annex A).


2	Costing methodology and total cost to be recovered


2.1	A slide presentation was made by the ITU secretariat explaining the historical background to the development of the cost attribution methodology in ITU. In particular, it was emphasized that the principle of implementing cost recovery for satellite network filings had been agreed by Council in June 1997 (Resolution 1113) and that cost recovery had been approved by the Plenipotentiary Conference (Resolution COM5/21) and shall be applied for satellite network filings received after 7 November 1998. 


2.2	A brief explanation was provided of the terms used in the cost attribution methodology, as described in the relevant parts of Document C98/15. It was shown that, in the 1998-99 budget, using a fully allocated cost methodology (Radiocommunication Bureau costs plus General Secretariat reallocated costs), the budget allocated to space services was of the order of CHF 22.8 million (excluding additional appropriations), of which CHF 19.1 million might be subject to cost recovery under the definition provided in Resolution COM5/21. On a pro rata basis, some CHF 11 million of this may be subject to charges after 7 November 1998. The detailed calculations carried out by the �
secretariat were provided in Document CWG/5. It was highlighted that the total budget of the Union would remain unchanged, irrespective of the degree to which cost recovery principles were employed.


2.3	Discussion focussed on a number of issues, including the precise definitions of accounting terms. It was argued that some of the staff costs incurred by the Space Services Division (SSD) should be regarded as direct costs, and other BR costs, from the Office of the Director and the Radiocommunication Information System (RIS) Department, as reallocated costs. The basis for reallocating General Secretariat costs, on the basis of a post count, was explained. 


3	Introduction of contributions by Member States and Sector Members


3.1	Seven formal contributions had been received from Member States and Sector Members, of which two were received during the course of the meeting. Each was introduced in turn.


3.2	The International Amateur Radio Union (IARU) (Document CWG/1) argued for the exemption of amateur-satellite service notifications from the application of cost recovery, on the grounds that no revenue was generated by such projects, which were carried out largely by volunteers and students.


3.3	A paper was introduced on behalf of Malaysia (Document CWG/2) with comments and proposals for cost recovery, arguing in particular that Member States should be granted a reasonable number of orbital slots and pages free of charge, and that the needs of developing countries should be taken into account when establishing charges.


3.4	The United States (Document CWG/3) introduced a document outlining five fundamental principles, namely: that an administration should pay only once, that only the space segment should be subject to charges, that direct processing costs should be incremental, that the fee structure should provide incentives for the most efficient processing of satellite networks and that the cost must be verifiable.


3.5	Proposals for discussion on the implementation of cost recovery were introduced by Japan (Document CWG/4), which outlined its position on four key issues, namely: which items would be subject to cost recovery, a schedule of charges, exemptions from cost recovery and issuance of invoices.


3.6	Mexico (Document CWG/7) introduced a document which explained its position with regard to five main issues, concerning: retroactivity, the basis for charges, free entitlement, management of revenue derived from cost recovery and the requirement for an annual report to Council.


3.7	The United Kingdom (Document CWG/6) introduced a paper proposing seven key issues which, in its opinion, should be addressed by the working group at its first meeting. The document also indicated the United Kingdom's preliminary position on each of the issues.


3.8	Morocco (Document CWG/10) made a proposal for the reallocation of General Secretariat costs to the costs of the production of special sections, taking into consideration the data presented in Document CWG/5.


3.9	A number of issues emerged in the discussion, which are considered in the sections below.


�
4	Basis for charging


4.1	Opinions expressed in the meeting were divided between those who regarded individual filings as the best basis for charging, as this would provide for simplicity and would enable administrations to know the required charges in advance, and others who viewed the number of pages as a more appropriate basis, as this was perceived to be more equitable and a more accurate reflection of the actual work involved. In view of the difficulty of resolving these conflicting opinions, it was agreed to set up a drafting group, led by Mr. G. Brooks (Luxembourg), to work on a hybrid methodology which would include elements of both per filing and per page charging. 


4.2	The group recommended that the charge be divided into two parts, a fixed charge per filing for each category, and an additional payment per page which would be levied if the filing exceeded a given number of pages.


4.3	A further issue raised was what exactly constituted a filing. Some viewed that, if a charge per filing were to be used, then a filing should be regarded as a single coordination request, for a single beam operating at a single frequency. Others argued however that, under the Radio Regulations, each separate request for a special section would be regarded as constituting a filing.


5	Member States' allowances to be covered by the contributory unit


5.1	Opinions were divided as to whether Member States should be provided with a certain level of service free of charge, where appropriate. In Council Decision 480, a number of free pages had been proposed. Some delegations believed that this number of pages should be free of charge, for each category and per year. 


5.2	Other delegations expressed the opinion that the likely costs of filing represented only a tiny fraction of the costs of building and launching a satellite and would not therefore constitute an impediment to the development of telecommunication networks and services, in the sense of Resolution PLEN/4. Some delegates expressed concern that a free entitlement for each country would be against the interests of those developing countries which had not launched satellites. Furthermore, such an approach could lead to "flags of convenience" for reporting to avoid cost recovery charges.


6	Exemptions


6.1	Some delegations, notably IARU, had argued for exemptions from cost recovery for some classes of network filings, including those not intended to generate a profit. Others felt that all filings that entailed work should be charged to the notifying administration, which would decide whether or not to pass on the charges to the originating organization. 


6.2	Following discussion of the subject, there were suggestions that the Council may grant an exemption for the amateur-satellite service, which did not require coordination and may operate on a secondary basis. It was suggested that the issue of exemptions was a matter for the Council or Plenipotentiary Conference. However, a future world radiocommunication conference (WRC) may review the applicability of Article S9 to the amateur-satellite service.


�
7	International and intergovernmental organizations


7.1	It was noted that the Radio Regulations did not recognize international organizations as a separate category. Further work was required in relation to Resolution COM5/19 (Role of the notifying administration).


8	Costs


8.1	The issue of which costs could be considered legitimate for recovery gave rise to an extensive debate. Some felt that only "excessive costs" should be covered; others that only direct processing charges should be subject to cost recovery; still others felt that the principle of full cost recovery should be respected and relevant overheads should also be covered. Document CWG/5 prepared by the secretariat provided tables containing a detailed listing of costs. In order to make progress, it was agreed to set up a small drafting group, led by Mr. B. Gracie (Canada), to review the issue and propose a solution. 


8.2	During the examination of the tables by the group, it was explained that the figures in the various columns represented virtually all staff costs (with the exception of training costs, which accounted for less than 1%), comprising salaries, post adjustment, health insurance, pensions, repatriation allowances, home leave and other related items under the United Nations common system. While there was general agreement that United Nations common system considerations should legitimately be included in the determination of the actual "direct" costs of staff engaged in the publication of the special sections, the point was made that the items in question could be considered as "overheads".


8.3	With respect to the line items or categories identified in Tables 2A and 2B, there was no disagreement on the inclusion of all of the categories, including the Office of the Director in Table 2A. It was noted that the time devoted by the Director of BR at regular weekly meetings, in approving the publication of the special sections, for attendance at meetings of the working group, etc. should all be considered as BR costs associated with the publication of special sections. In Table 2A the figures in the column entitled "Total BR costs by unit" were to be considered as definitive, based on 1998-99 budgeted figures; the figures in the column entitled "BR costs related to publication of special sections" should be considered as "estimates" based on staff surveys for P and G posts and on a recent review of staff involved in space-related activities. It was further explained that a tracking system was being developed in order to measure more accurately the actual time which staff spent on certain activities, including those related to the publication of special sections. It was not known, however, whether the tracking system could produce more accurate estimates in time for Council-99. In addition, in the interests of obtaining a clear and definitive breakdown of the various components to be included under staff costs, a more detailed explanation of the components was requested.


8.4	It was recommended that a more complete explanation should be provided on the specific "functions" of the line items (organizational units) which were identified as General Secretariat reallocated costs. Regarding the specific figures appearing in the table, it was recommended that they be reconsidered in light of the results of an ITU-wide time-allocation study to be carried out in 1999. It was also recommended that the figures should be subject to regular review.


�
9	Payments


9.1	A number of delegations raised the issue of what mechanism should be used for payments. Some favoured up-front payments, delivered at the same time that a filing was deposited, while others preferred an annual invoice to administrations. It was noted that, while the notifying administration would be held responsible for payment, it could authorize ITU to receive payment from, or issue invoices to, the satellite network operator originating the request. 


10	Consequences of non-payment


10.1	It was agreed that the principle of identified consequences in the event of non-payment would be considered by Council-99, which might request action by WRC-2000.


11	Future work


11.1	It was agreed that the chairperson's report would be made available before the end of April, and that a working document, including a draft decision for Council incorporating work prepared by the Radiocommunication Bureau, would be prepared for the next meeting of the group, which would be held starting on 7 June 1999.


Part II	-	Preliminary Conclusions


12	The Council Working Group came to the following preliminary conclusions:


a)	The basis of payment will be a fixed charge for a publication in each of the categories, giving an entitlement to the publication of x pages. The fixed charge will be different for each of the categories. The value of x for each of the categories will be the [average] number of pages in each of the categories shown in Document CWG/8, Table 2. The values will be reviewed at the next meeting of the working group.


b)	Any special section that has more than the x pages for a given category will be subject to an additional payment per page.


c)	The categories will be those shown in Document CWG/8, Table 2, plus an additional category to cover the case of non-GSO networks that are subject only to No. S9.21.


d)	Any modifications/additions to previous publications will be covered by the page limit of the total publication including the modifications/addenda and possible extra payment if applicable.


e)	The cost elements to be included in the cost analysis will be those set out in Document CWG/10, as attached to this report (Annex B)�.


f)	Each Member State will be entitled to one publication in each of the categories at no charge. The administration will determine when to use this free entitlement.


g)	Payment, within a period to be determined, will be on the basis of an invoice sent to the notifying administration after the publication of the special section.


�
h)	There should be some identified consequences of non-payment, and these should be reflected in the instruments of ITU. WRC-2000 should be requested by Council-99 to consider this matter as provided for under instructs WRC-2000 in Resolution COM5/21.


i)	Publication of special sections for the amateur-satellite service will be exempt from any charges.


j)	Special sections pertaining to intergovernmental organizations operating satellite networks will also be subject to the cost recovery process.


k)	Taking into consideration resolves 2 of Resolution COM5/21, the working group recognized that the only requests that would be subject to any cost recovery fees are those for which the associated API was received after 7 November 1998; for any network for which the API was received prior to that date, therefore, there will be no cost recovery fees for the coordination request, regardless as to when it is received by BR. In addition, any changes/additions to a coordination publication is not subject to fees if the associated API was received before that date. In the case of those categories for which there is no API, it is the date of receipt of the request for modification to the Plan that determines whether it is subject to any charges.


�
ANNEX A





AGENDA


OF THE


FIRST MEETING OF THE COUNCIL WORKING GROUP ON �RESOLUTION COM5/21 (MINNEAPOLIS, 1998)


Geneva, 25-29 January 1999


(ITU Tower, Room B)





1	Approval of the agenda


2	Opening address by the Secretary-General


3	Remarks by the chairperson


4	Address by the Director of BR


5	Costing methodology and total cost to be recovered


6	Introduction of contributions by Member States and Sector Members


7	Draft recommendations


7.1	Costing methodology


7.2	Schedule of charges


8	Draft report to the Council


9	Date of the next meeting


10	Other business





						João Carlos ALBERNAZ�						Chairperson
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Kingdom of Morocco


COST RECOVERY PRINCIPLES


PROPOSAL FOR THE REALLOCATION OF THE GENERAL SECRETARIAT COSTS �TO THE COST OF THE PRODUCTION OF SPECIAL SECTIONS PROCESSED �IN THE RADIOCOMMUNICATION BUREAU


1	Cost of Space Services Department


(See Document CWG/5, Table 2A.)





Space Publications and Registration Division�
5 209�
�
Space Systems Coordination Division�
3 802�
�
Space Notifications and Plans Division�
3 336�
�
�
12 347�
�
2	BR costs reallocated to space services


(See Document CWG/5, Table 2A.)





Space Administrative Software Division�
2 580�
�
Space Technical Software Division�
2 267�
�
�
4 847�
�
3	Total to be considered as space service costs


12 347 + 4 847 = 17 194


�
4	Costs of the production of special sections





Space Services Department�(See Document CWG/5, Table 2A, second column.)�
2 634�+3 228�+2 102


7 964�
�
BR reallocated costs�Costs of the divisions of the Radiocommunication Information Systems Department concerned�(See Document CWG/5, Table 2A, second column.)�



1 142�+1 109


2 251�
�
Total special section costs�
7 964�+2 251


10 215�
�
5	Calculation of General Secretariat reallocated costs


Total reallocated costs of space services as defined in Table 1 (Document CWG/5) = 10 545


Ratio space service costs/special section costs = 17 194/10 215 or 66%


6	Parts of the General Secretariat costs proposed for reallocation to special section activities





Personnel and Social Protection Department�
1 769�
�
Finance Department�Budget and cost analysis unit�
227�
�
Finance Department�Accounting - IFM unit�
416�
�
Information Services Department�Except the cost of non-mainframe equipment and non-network software acquisition or lease�
2 931�
�
Information Services Department�Cost of non-mainframe equipment and non-network software acquisition or lease�
225�
�
Total General Secretariat costs subject to reallocation�
5 568�
�
Ratio to be applied to this reallocated cost: 66%


Final cost to be reallocated = 3 674


7	Total cost proposed to be subject to cost recovery





Cost of special sections (§ 4 above)�
10 215�
�
Costs of the General Secretariat to be reallocated (§ 6 above)�
3 674�
�
Total�
13 889�
�
�
annex 2


Table 3


Activities with little or no scope for cost recovery (0)


In thousands of Swiss francs, and as a percentage of the ITU total budget, 1998/99


Sector�
Activity�
Total activity costs, 1998-99�
As % of ITU�
�
GS�
Plenipotentiary Conference�
9'778�
2.98%�
�
GS�
Council�
4'431�
1.35%�
�
GS�
Relations with Members�
890�
0.27%�
�
ITU-D�
World Telecommunication Development Conference�
4'257�
1.30%�
�
ITU-D�
Telecommunication Development Advisory Board�
2'233�
0.68%�
�
ITU-D�
General support�
6'502�
1.98%�
�
ITU-R�
Radio Regulations Board�
1'034�
0.32%�
�
ITU-R�
Radiocommunication Advisory Group�
540�
0.16%�
�
ITU-R�
General support�
9'839�
3.00%�
�
ITU-R�
Other regulatory matters�
2'174�
0.66%�
�
ITU-R�
Others and miscellaneous�
3'750�
1.14%�
�
ITU-T�
Telecommunication Standardization Advisory Group�
1'501�
0.46%�
�
ITU-T�
General support�
2'005�
0.61%�
�
ITU�
Total�
48'933�
14.93%�
�



Source:	1998/99 Cost attribution plan.


�
Table 4


Activities with moderate or low scope for cost recovery (1)


In thousands of Swiss francs, and as a percentage of the ITU total budget, 1998/99


Sector�
Activity�
�
Total activity costs, 1998-99�
As % of ITU�
�
GS�
Policy Forum�
�
491�
0.15%�
�
GS�
World Telecommunications Advisory Council�
�
109�
0.03%�
�
ITU-D�
Regional telecom. development conferences�
�
2'429�
0.74%�
�
ITU-D�
Study group meetings�
�
7'326�
2.24%�
�
ITU-D�
Policies strategies and financing�
�
4'860�
1.48%�
�
ITU-D�
Human resources management and development�
�
11'388�
3.48%�
�
ITU-D�
Maritime radiocommunication services�
�
1'911�
0.58%�
�
ITU-D�
Computerized network planning�
�
1'499�
0.46%�
�
ITU-D�
Frequency management�
�
1'166�
0.36%�
�
ITU-D�
Improvement of maintenance�
�
3'393�
1.04%�
�
ITU-D�
Mobile communication�
�
488�
0.15%�
�
ITU-D�
Integrated rural development�
�
1'713�
0.52%�
�
ITU-D�
Broadcasting infrastructure�
�
1'938�
0.59%�
�
ITU-D�
Information services�
�
1'549�
0.47%�
�
ITU-D�
Development of telematics and computer networks�
�
1'420�
0.43%�
�
ITU-D�
Other programme activities�
�
1'142�
0.35%�
�
ITU-D�
Project planning and financing�
�
7'226�
2.21%�
�
ITU-D�
Assistance to Members�
�
14'451�
4.41%�
�
ITU-R�
World Radiocommunication Conference�
*�
8'075�
2.46%�
�
ITU-R�
Radiocommunication Assembly�
*�
1'171�
0.36%�
�
ITU-R�
Seminars�
�
2'909�
0.89%�
�
ITU-R�
Study group meetings�
�
19'463�
5.94%�
�
ITU-T�
World Telecom Standardization Conference1�
*�
0�
0.00%�
�
ITU-T�
Study group meetings, incl. EDH support�
�
42'024�
12.83%�
�
ITU-T�
Database development�
�
381�
0.12%�
�
ITU�
Total�
�
138'523�
42.28%�
�
NOTE - An asterisk (*) indicates that this activity is new to this category. For explanation, see the commentary below.


1	It is not anticipated than a world telecommunication standardization conference will be held during the 1998/99 budget cycle, but it is included here for reference.�
�
Source:	1998/99 Cost attribution plan.


�
Table 5


Activities with high potential for cost recovery (2)


In thousands of Swiss francs, and as a percentage of the ITU total budget, 1998/99


Sector�
Activity�
Total activity costs, 1998-99�
As % of ITU�
�
ITU-D�
Guidelines for a business-oriented development plan�
878�
0.27%�
�
ITU-R�
Terrestrial broadcasting�
9'933�
3.03%�
�
ITU-R�
Terrestrial fixed and mobile�
11'357�
3.47%�
�
ITU�
Total�
22'168�
6.77%�
�
Source:	1998/99 Cost attribution plan.


Table 6


Activities where partial cost recovery is already practised (PCR)


In thousands of Swiss francs, and as a percentage of the ITU total budget, 1998/99


Sector�
Activity�
�
Total activity costs, 1998-99�
As % of ITU�
�
GS�
Regulatory Colloquium�
�
346�
0.11%�
�
GS�
ITU News�
*�
3'694�
1.13%�
�
GS�
Publications�
�
1'175�
0.36%�
�
GS�
TELECOM1�
�
7'723�
2.36%�
�
ITU-D�
Final reports and other publications�
�
567�
0.17%�
�
ITU-D�
Study group meetings publications�
�
1'445�
0.44%�
�
ITU-D�
BAAP publications�
�
4'416�
1.35%�
�
ITU-D�
Project implementation�
�
9'209�
2.81%�
�
ITU-R�
Publications�
 �
36'249�
11.06%�
�
ITU-T�
Study group publications�
�
26'383�
8.05%�
�
ITU-T�
Operational Bulletin�
�
2'444�
0.75%�
�
ITU�
Total�
�
93'651�
28.58%�
�
NOTE - An asterisk (*) indicates that this activity is new to this category. For explanation, see the commentary below.


1	For TELECOM activities, only partial cost recovery is foreseen in the 1998/99 budget. However, one option presented in the draft Financial Plan, 2000-2003 (C98/4) is to move towards full cost recovery.�
�



Source:	1998/99 Cost attribution plan.


_________


� 	The actual numbers for each of the cost elements need to be reviewed prior to the next meeting of the working group.





____________________
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