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Draft LRIT Costing and Billing Standard 

1 General Provisions
1 Scope and Background

1 Scope

1 The intent of this document is to provide a draft standard for costing and billing in the International Long-Range Identification and Tracking (LRIT) system.

1 This document has been prepared by the Ad hoc Working Group on Engineering Aspects of Long-Range Identification and Tracking of Ships.

1 In preparing the document, the Ad hoc Working Group has taken into account the provisions of SOLAS regulation V/19-1 and resolution MSC.210(81), “Performance Standards and Functional Requirements for the Long Range Identification and Tracking of Ships.”  

1 Background 

1 The Maritime Safety Committee, at its eighty-first session in May 2006, adopted amendments to chapter V of the SOLAS convention in relation of LRIT.  These amendments will enter into force on 1 January 2008 provided that acceptance criteria have been fulfilled by 1 July 2007. 

1 The LRIT system provides for the global identification and tracking of ships.

1 In operating the LRIT system, recognition shall be given to international conventions, agreements, rules or standards that provide for the protection of navigational information.

1 The draft Costing and Billing standard for the International LRIT system as outlined in this document will be established and recognised by the Committee.

1 General Description of the System and Definitions

1 LRIT System Description

1 As described in resolution MSC.210(81), sub-section 1.2, the LRIT system consists of the following components: 

1 the shipborne LRIT information transmitting equipment;

1 the Communication Service Provider(s); 

1 the Application Service Provider(s); 

1 the LRIT Data Centre(s), including any related Vessel Monitoring System(s); 

1 the LRIT Data Distribution Plan; 

1 the International LRIT Data Exchange; and

1 LRIT Data Users. 

1 As described in resolution MSC.210(81), sub-section 1.2, certain aspects of the performance of the LRIT system are reviewed or audited by an LRIT Co-ordinator acting on behalf of all CGs.

1 LRIT System Operation

1 Articles 1.2.2.1 to 1.2.2.11 provide a high-level overview of the LRIT system architecture.  The LRIT system Performance standards, resolution MSC.210(81), provide further details on the functions associated with each component of the system.

1 Tracking of any applicable ship begins with LRIT positional data being transmitted from the shipborne equipment. The LRIT information transmitted includes the ship’s GNSS position (based on the WGS 84 datum), time and identification, as described in resolution MSC.210(81), Table 1.

1 The Communication Service Provider (CSP) provides the communication infrastructure and services that are necessary for establishing a communication path between the ship and the Application Service Provider (ASP). The LRIT information transmitted from the ship will travel across the communication path set up by the CSP to the ASP.

1 The ASP, after receiving the LRIT information from the ship, will add additional information to the LRIT message and pass along the expanded message to its associated LRIT Data Centre. Functionality required for the programming and communicating of commands to the shipborne equipment is provided by the ASP.

1 The LRIT information, along with all the parameters added by the various LRIT components, is described in the messaging section of the “Draft Technical Specifications for Communication within the LRIT System.” 

1 LRIT Data Centres will store all incoming LRIT information from ships instructed by their Administrations to transmit LRIT information to that Data Centre. LRIT Data Centres will disseminate LRIT information to LRIT Data Users according to the Data Distribution Plan (DDP). 

1 The LRIT Data Distribution Plan will contain the information required by the Data Centres for determining how LRIT information will be distributed to the various CGs. The DDP will contain information such as standing orders from CGs and geographical polygons relating to CGs’ coastal waters and ports and port facilities. 

1 The Data Centres will process all LRIT messages to and from the International LRIT Data Exchange (IDE). The IDE will process all LRIT messages between LRIT Data Centres. The IDE will route the message to the appropriate Data Centre based upon the information contained within the DDP.  The IDE will neither process nor store the positional data contained within LRIT messages.

1 LRIT Data Users may be entitled to receive or request LRIT information in their capacity as a flag State, port State, coastal State or Search and Rescue (SAR) service. 

1 The LRIT Co-ordinator assists in the establishment of the international components of the LRIT system, performs administrative functions, and reviews and audits certain components of the LRIT system.

1 Figure 1 provides a high-level illustration of the basic LRIT system architecture.

Figure 1

Typical LRIT System Architecture
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1 Definitions

1 Unless expressly provided otherwise:

1 Convention means the International Convention for the Safety of Life at Sea, 1974, as amended.

1 Regulation means a regulation of the Convention.

1 Chapter means a chapter of the Convention.

1 LRIT Data User means a CG or a Search and rescue service that opts to receive the LRIT information it is entitled to.

1 Committee means the Maritime Safety Committee.

1 High-speed craft means a craft as defined in regulation X/1.3.

1 Mobile offshore drilling unit means a mobile offshore drilling unit as defined in regulation XI-2/1.1.5.

1 Organization means the International Maritime Organization.

1 Vessel Monitoring System means a system established by a CG or a group of CGs to monitor the movements of the ships entitled to fly its or their flag. A Vessel Monitoring System may also collect from the ships information specified by the CG(s) that has established it.

1 LRIT information means the information specified in SOLAS regulation V/19‑1.5.
1 IDC operator means the individual responsible for the daily operation and maintenance of the International LRIT Data Centre.

1 The term “ship,” when used in the present Performance standards and functional requirements for long-range identification and tracking of ships, includes mobile offshore drilling units and high-speed craft as specified in SOLAS regulation V/19‑1.4.1 and means a ship that is required to transmit LRIT information.

1 Terms not otherwise defined should have the same meaning as the meaning attributed to them in the Convention.  

1 Acronyms Used Within This Document

1 The acronyms that appear within this document shall have the meanings assigned to them in this Article:

1 ASP 
Application Service Provider

1 CG
Contracting Government


1 CSP 
Communication Service Provider

1 DC
LRIT Data Centre

1 DDP 
LRIT Data Distribution Plan

1 IDC 
International LRIT Data Centre


1 IDE 
International LRIT Data Exchange


1 LES 
Land Earth Station

1 MMSI
Maritime Mobile Service Identity

1 NDC
National LRIT Data Centre

1 R/CDC
Regional/Co-operative LRIT Data Centre

1 RFP 
Request for Proposal

1 SAR
Search and Rescue

1 SAR SURPIC 
Search and Rescue Surface Picture


1 SOLAS 
International Convention for the Safety of Life at Sea

1 SSL 
Secure Sockets Layer


1 VPN 
Virtual Private Network 


1 VMS 
Vessel Monitoring System

2 Standard for Costing and Billing

2 General

2 Framework

2 An accepted standard for costing and billing within the International LRIT system is critical to ensuring a successful system. 

2 Within the LRIT Costing and Billing standard, both capital and operating costs shall be considered, as shall costs for developing, implementing and operating the IDE and the IDC; for the LRIT Co-ordinator; and for the DDP.

2 This document describes the overall costing and billing framework that must be followed to help ensure the successful implementation of the International LRIT system and the long-term sustainability of that system.

2 Considerations

2 The overall cost of the International LRIT system will be closely linked to the volume of data, i.e. the number of individual communications, estimates of which are unknown at this time.

2 An indication from Contracting Governments (CGs) with respect to their commitment to receive the minimum number of 4 position reports per day from their ships and to indicate whether they believe that they will be able to estimate an approximate volume of reports that they are likely to request in a particular period would be valuable input into the development of an international costing and billing framework. 

2 Flow of Reports and Requests within the International LRIT System 

2 Overview

2 Costing and billing scenarios within the International LRIT system are based upon the flow of requests and reports within the system.

2 Resolution MSC.202(81), “Long Range Identification and Tracking of Ships,” states that the Search and rescue services of Contracting Governments shall be entitled to receive, free of any charges, LRIT information in relation to the search and rescue of persons in distress at sea. 

2 The cost associated with providing Search and rescue services to Contracting Governments free of charge will be recovered by the LRIT system through the billing structure established for Contracting Governments receiving LRIT information other than for the purpose of Search and Rescue. 

2 Three different types of data must be considered within the International LRIT system for the purposes of developing a Costing and Billing standard: 

2 The 4 standard position reports per day per ship (Refer Section 2.3), 

2 The poll position, or a change to the regular position report (Refer Section 2.6), and

2 Search and Rescue position reports (Refer Section 2.5).
2 CGs are entitled to receive data from the International LRIT System as a:  

2 Flag State, 

2 Port State,

2 Coastal State, and

2 Search and Rescue entity.

2 For the purposes of a Costing and Billing standard, Port State and Coastal State requests for ship data can be grouped together, because while the coastal trigger is the coastal state polygon (within the DDP) and the port state trigger is the Notice of Arrival (NOA), once the request is triggered the two scenarios are identical with respect to the flow of requests and responses that lead to the determination of costs and the related flow of billing and payments. 

2 Further to Article 2.2.1.6, for the purposes of a Costing and Billing standard there are therefore three distinct LRIT Data Users:

2 Flag State, 

2 Port/Coastal State, and

2 Search and Rescue entity.

2 All three distinct LRIT Data User Groups identified in Article 2.2.1.7 may use one of:

2 a National Data Centre (NDC),

2 a Regional/Co-operative DC (R/CDC), or 

2 the IDC. 

2 The flow of reports and requests within the International LRIT system is illustrated in Figure 2.
Figure 2

Flow of Reports and Requests within the International LRIT System 
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2 General Guidance

2 Although NDCs, R/CDCs, the IDC and the IDE are all single functional entities from the perspective of the LRIT Performance Standard, sub‑contractors may be used to perform various functions, including those related to costing and billing. As is the case for all sub-contractual arrangements, the main contractor/LRIT entity remains accountable for the performance of its sub-contractors.

2 All commercial contractual agreements should be undertaken in accordance with standard commercial practice. 

2 The format for bills and invoices within the International LRIT system is not defined within this document. This is to avoid being overly prescriptive and hindering effective development of a sustainable system.

2 Billing by commercial entities, which should be in accordance with standard commercial billing practices, is not defined within this document. This is to avoid being overly prescriptive and hindering effective development of a sustainable system.

2 Notwithstanding Articles 2.2.2.3 and 2.2.2.4, where guidance was thought necessary related to specific transaction scenarios, such guidance is provided within the related section of this document. 

2 Bills to be generated throughout the International LRIT system may contain taxes according to the  legislation of the individual CGs. The amounts and format of the relevant taxes are not defined within this document.

2 Bills may also contain profit. As the question of whether or not a CG can make a profit by means of the provision of LRIT information is a policy decision for the Committee, this standard discusses options to address both possibilities (Refer Article 2.4.1.1).

2 Further to Article 2.2.2.7, while this standard discusses options to address both possibilities, it is recommended to the Committee that a policy decision be made that a CG associated with specific ship positional data be entitled to recover its costs—but not make a profit—by means of billing DCs requesting that data.

2 Whether or not commercial entities participating in the International LRIT system can make a profit is also a policy decision for the Committee. This document considers only the case where profit is allowed, the rationale being that if commercial entities were not allowed to make a profit, then there would be no reason for them to participate in the system and LRIT would fail. 

2 Further to Article 2.2.2.9, it is therefore recommended to the Committee that a policy decision be made that if a CG(s) uses a third-party commercial entity as its DC, then the DC associated with the data shall be entitled to make a reasonable profit by means of billing DCs requesting that data.

2 Further to Articles 2.2.2.7, 2.2.2.8 and 2.2.2.9, profit must be fair (Refer 2.4.1.13 and 2.4.1.14), open, constrained by market forces, and auditable, for the following reasons: 

2 The entity issuing / signing the contract with the commercial entity has influence over the price and therefore the profit. Thus the CG to the DC, the DC to the ASP, and the ASP to the CSP. When the requestor of the data issues the contract, market forces should regulate the costs.

2 Market forces do not directly regulate pricing/charges between DCs. The mechanism for publishing such prices is discussed in Section 2.4.

2 All pricing regimes are open to auditing by the LRIT Co-ordinator and reporting back to the Committee

2 The following general principles apply to the Costing and Billing standard:

2 the system must be open and transparent, and

2 as complex billing and costing algorithms by their nature are more costly, less easy to understand and thus not transparent, simple is better; thus simple algorithms are preferred.  

2 Costing and Billing Scenarios for Minimum Four position reports per day

2 General

2 Given Articles 2.2.1.7 and 2.2.1.8, there are thus 10 distinct request/response scenarios—and therefore 10 distinct related costing and billing scenarios—that could occur within the International LRIT system:

2 Scenario 1: Flag State reporting to a NDC requesting its own ship positional data,

2 Scenario 2: Flag State reporting to a R/CDC requesting its own ship positional data,

2 Scenario 3: Flag State reporting to the IDC requesting its own ship positional data,

2 Scenario 4: Flag State reporting to the IDC not requesting its own ship positional data,

2 Scenario 5: Port State/Coastal State request from requestor using a R/CDC  and requesting ship positional data from a vessel associated with the same DC,

2 Scenario 6: Port State/Coastal State request from requestor using a NDC or R/CDC and requesting ship positional data from a vessel associated with a NDC,

2 Scenario 7: Port State/Coastal State request from requestor using a NDC or R/CDC and requesting ship positional data from a vessel associated with the IDC,

2 Scenario 8: Port State/Coastal State request from requestor using the IDC and requesting ship positional data from a vessel associated with a NDC or R/CDC, 

2 Scenario 9: Port State/Coastal State request from requestor using the IDC and requesting ship positional data from a vessel associated with the IDC, and

2 Scenario 10: SAR Request 

2 For CGs reporting to either a NDC or R/CDC, Article 2.3.1.1 assumes that:

2 NDCs and R/CDCs would be established as Vessel Monitoring Systems,

2 if a CG establishes a NDC or R/CDC, then that CG wants the LRIT information for all of its ships and would thus be requesting, receiving and paying for the minimum four position reports per day for all vessels reporting to its flag, and

2 those CGs not wanting to receive or pay for their flag vessel data would select the option of using the IDC. 

2 The assumptions made in Article 2.3.1.2 are a suggested policy direction based on an interpretation of the Performance Standard that provides an option for CGs not to pay for unrequested flag data, while at the same time giving consideration to the long-term viability and sustainability of the International LRIT system.

2 If policy direction is determined not to support the assumption in Article 2.3.1.2, then:

2 CGs wishing to establish their own NDC or R/CDC would have the option of not requesting—and hence not paying—for some or all of the standard position reports from their flag vessels, meaning those DCs would face similar issues to that of the IDC, 

2 The overall viability of the entire LRIT system is threatened, as described in Subsection 2.3.3, and

2 Two additional scenarios must be added to Article 2.3.1.1:

1. Scenario 1A: Flag State reporting to a NDC not requesting its own ship positional data, and

2. Scenario 2A: Flag State reporting to a R/CDC not requesting its own ship positional data.

2 Scenario 1:  Flag State – NDC

2 Scenario 1 is a Flag State reporting to a NDC requesting its own ship positional data.

2 Given the assumption made in Article 2.3.1.2, in Scenario 1, the CG acting as a Flag State is responsible to pay for all costs associated with the flow of the minimum four position reports per day from each vessel entitled to fly its flag to its NDC.

2 The billing scenario would be as outlined below and illustrated in Figure 3: 

2 The ship pays no money, and receives no bill,

2 The CSP bills the ASP (if a separate entity),

2 The ASP bills the DC, and

2 The DC (if a separate entity), bills the CG.  

Figure 3

Billing Scenario 1 – Flow of Bills
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2 Having the CG paying the bill from the DC directly helps ensure a stable business case by reducing the financial risk of commercial entities within the system (i.e. the CSP, ASP, and DC), who would otherwise be expected to assume all costs—including those for setting up the system—with no guaranteed rate of return.

2 This scenario does not preclude a CG—as the proprietor of data related to its flag vessels—from recovering costs from requestors of ship positional data by billing other DCs requesting that data should a policy decision supporting cost recovery be supported by the Committee as per Article 2.2.2.8. The various options for billing between DCs is discussed in Section 2.4. 

2 How a CG receives the funds required to pay the DC is outside the scope of this document. 

2 Resolution MSC.202(81) provides for CGs to direct shipping companies to pay for position reports. In such a case, national legislation to that effect is required as per Section 11.2 of the Regulation. In this case, the DC may be billing the CG or the shipping company depending on the specific legislation. While the specific flow of bills will be different than that given in Article 2.3.2.3, the commercial viability and sustainability of the system are the same.

2 Those commercial contractual agreements likely to be in place in Scenario 1 would be between the CG, its NDC, and the ASP and CSP. Contractual agreements should be in accordance with standard commercial practice.

2 The NDC would be the entity having a contract with an ASP, and paying for (at least) the minimum of four position reports per per day called for in Resolution MSC.210(81). 

2 If the NDC was not the Administration, then there would be an agreement between the Administration and the NDC whereby the Administration would pay the DC. 

2 Resolution MSC.202(81) does not allow an Administration to go directly to a CSP, unless the CSP is acting as an ASP for the provision of LRIT information. It is possible that the bills for both the CSP and the ASP could be paid directly by the DC. In such a case, the DC would receive and pay both bills. This does not conflict with MSC.202(81) because no LRIT information is being transferred between the CSP and the DC.

2 CSPs, ASPs and any other commercial entity involved in this scenario should reasonably be expected to make a reasonable profit.

2 This type of commercial contractual arrangement is not within the scope of the Costing and Billing standard.  

2 Scenario 1A:  Flag State Does Not Pay – NDC 

2 If policy direction is determined not to support the assumption in Article 2.3.1.2, then CGs wishing to establish their own NDC would have the option of not requesting—and hence not paying—for some or all of the standard position reports from their flag vessels. Scenario 1A is a Flag State reporting to a NDC and not paying the NDC for all of the position reports. (i.e. does not want to underwrite the cost of the NDC).

2 The billing scenario would be as outlined below and illustrated in Figure 3:

2 The ship pays no money, and receives no bill,

2 The CSP bills the ASP (if a separate entity), or the DC (refer Article 2.3.2.11),

2 The ASP bills the DC, and

2 The DC (if a separate entity), bills other DCs and the CG for data that is provided.

2 This scenario—while it does not have significant technical ramifications for the International LRIT system—is not considered to be commercially or administratively viable for the following reasons: 

2 Unlike in Scenario 1, the CG associated with the vessel is not assuming start-up costs for development of the NDC; payment would only come following the first request for a position report, which may not occur for a significant period of time.

2 Commercial entities that have been assuming start-up and communications costs would reasonably expect to be paid for their outlay within the standard 30-day period.

2 The commercial entity responsible for the NDC would thus be expected to pay bills and assume all commercial risk for viability of the NDC, including both the start-up (capital) costs as well as the on-going (operating and maintenance).

2 In assuming such significant commercial risk, the commercial entity responsible for the NDC would have to build a pricing regime that takes into account such high risk,

2 Given that the only source of revenue for that commercial entity is requesting DCs/CGs, and that the revenue stream may not start up for some time after costs are first assumed, such a scenario could only translate into much higher prices for requesting DCs/CGs.

2 Requesting DCs/CGs should reasonably expect that prices for positional reports in the International LRIT system are reasonable and consistent.

2 If they determine that prices are not reasonable and consistent, requesting DCs/CGs have the option of not requesting—and therefore not paying for—data.

2 Unduly high prices would act as a deterrent to DCs and CGs using the data, which would undermine the integrity of the entire system.

2 Unduly high prices could be used for nefarious intent, to deter CGs wishing to track vessels entering or transiting their waters from requesting and paying for ship positional data.

2 Given the high commercial risk, it is highly probable that no commercial entity would bid on a Request for Proposal related to this scenario.

2 It is therefore recommended that the Committee make a policy decision that precludes this scenario (Scenario 1A). If a CG does not wish to pay the costs for the operation of its NDC, then it has the option of using the IDC. 

2 These comments and recommendations are the same for a R/CDC attempting to follow the same business model as outlined in Scenario 2A.

2 It is important to note that the IDC has the same general business case and billing regime as scenarios 1A and 2A, in that a CG using the IDC has the option of not paying for some or all position reports associated with ships entitled to fly its flag. Thus, the initial capital costs as well as operating costs will be covered by the entity running the IDC, as it is assumed that costs of the IDC will not be pre-paid by the LRIT Co-ordinator, the Committee, IMSO Parties or SOLAS CGs. 

2 While the IDC scenario (Scenario 4) outlined in Subsection 2.3.7 is essentially Scenario 1A, there are several differences:

2 by allowing only the IDC to have this type of business model, economies of scale will reduce the capital costs as well as the overall financial risks,

2 by having multiple CGs reporting to the IDC, the number of ships reporting to the IDC increases, as does the commercial viability of the system. 

2 As a DC is being developed and commissioned, there will be significant capital and operating and maintenance (O&M) charges (e.g. satellite airtime) during set up and prior to any reports being provided in response to a request from another DC.  This financial liability will have to be paid/covered by some entity. This financial liability also makes it unattractive for a commercial entity to invest the significant capital required with no short-term cash flow or revenue generation.

2 In order to ensure the viability of not only this DC but of the entire International LRIT system, CGs should be encouraged as Flag, Coastal and Port States to actively utilize the LRIT system. The more data that all CGs request, the greater will be the financial viability of the system; thus helping ensure its successful development and sustainability.  

2 Scenario 2:  Flag State – R/CDC  

2 Scenario 2 is a Flag State reporting to a R/CDC requesting its own ship positional data.

2 Given the assumption made in Article 2.3.1.2, in Scenario 2, CGs acting as a Flag State are responsible for paying all costs associated with the flow of the minimum four position reports per day from each vessel entitled to fly their flag to the R/CDC.  

2 The responsibility of each CG acting as a Flag State to pay a portion of all costs of the ASP would be determined in a multi-level agreement amongst participating CGs. 

2 The billing scenario would be as follows and as illustrated in Figure 4:

2 The ship pays no money, and receives no bill,

2 The CSP bills the ASP (if a separate entity), or the DC (see Article 2.3.2.11)

2 The ASP bills the DC, and

2 The DC (if a separate entity), bills the CGs. 

Figure 4

Billing Scenario 2 – Flow of Bills
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2 Having the CG paying the bill from the DC directly helps ensure a stable business case by reducing the financial risk of commercial entities within the system (i.e. the CSP, ASP, and DC), who would otherwise be expected to assume all costs—including those for setting up the system—with no guaranteed rate of return.

2 Those contractual agreements likely to be in place would be between the various CGs, the R/CDC, and the ASP and CSP.

2 The R/CDC would be the entity having a contract with an ASP, and paying for (at least) the minimum of four messages per day called for in the Performance Specifications. 

2 If the R/CDC was not the Administration, then there would be an agreement between the Administration and the R/CDC whereby the Administration would pay the DC. 

2 Resolution MSC.210(81) does not allow an Administration to go directly to a CSP, unless the CSP is acting as an ASP.

2 CSPs, ASPs and any other commercial entity involved in this scenario should reasonably expect to make a reasonable profit as recommended in Articles 2.2.2.9 and 2.2.2.10.

2 This standard does not preclude each CG, as the proprietor of the data related to their flag vessels, from recovering costs from requestors of ship positional data (Refer 2.2.2.8). 

2 This type of contractual arrangement is not within the scope of the Costing and Billing standard.

2 This scenario deals only with the Flag State scenario.  Later scenarios in which data is being exchanged between CGs that are members of the same R/CDC examine the issues surrounding whether such transactions are inside or outside of the international LRIT System.

2 Scenario 2A:  Flag State Does Not Pay – R/CDC 

2 The comments and recommendations related to Scenario 1A in which the Flag State does not pay for a NDC are the same for this scenario in which the Flag does not pay for the R/CDC.  Refer to Scenario 1A, Subsection 2.3.3, for the detailed description.

2 Scenario 3:  Flag State Wants the Data – IDC

2 Scenario 3 is a Flag State reporting to the IDC and requesting the minimum four position reports per day.

2 As in Scenarios 2 and 3, CGs acting as a Flag State would be requesting and paying all costs associated with the flow of the minimum four position reports from each vessel entitled to fly their flag to the IDC.  

2 The billing scenario would be as follows and as illustrated in Figure 5:

2 The ship pays no money, and receives no bill,

2 The CSP bills the ASP (if a separate entity), or the DC refer Article 2.3.2.11),

2 The ASP bills the IDC, and

2 The IDC bills the CG.

2 If the IDC is run by a CG, i.e. the IDC is part of the CG, then the IDC must be a separate entity (not necessarily a different legal entity) from a billing perspective. The IDC should be the entity that bills other DCs as well as the various CGs that are connected to it. The IDC may also have to pay a bill from the LRIT Co-ordinator, and the Performance Standard specifies that CGs do not pay the LRIT Co-ordinator directly, thereby requiring a separate entity. The CG may have to sub-contract out the billing function of the IDC so that the funds collected are kept separate from the General Government Revenue.

Figure 5

Billing Scenario 3 – Flow of Bills
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2 Scenario 4:  Flag State Does Not Want Some or all of the Data  – IDC
2 Scenario 4 is a Flag State Reporting to the IDC and not requesting all or some of the minimum four position reports per day, as previously discussed in Articles 2.3.3.6 and 2.3.3.7.

2 Unlike Scenario 3, the CG would not be requesting—and would therefore not be responsible for the costs associated with—some or all of the minimum four position reports per day from each vessel entitled to fly its flag to the IDC.  

2 The billing scenario would be as follows and as illustrated in Figure 6:

2 The ship pays no money, and receives no bill,

2 The CSP bills the ASP (if a separate entity), or the DC (refer Article 2.3.2.11),

2 The ASP bills the IDC,

2 The IDC bills the CG for those reports it has requested and received, and

2 Costs associated with the unrequested position reports become part of overhead. Whether the overhead is for that specific Flag, the IDC as a whole, or the entire International LRIT system is outlined in Section 2.5.

2 This type of contractual arrangement is within the scope of the Costing and Billing standard.

2 As the IDC is being developed and commissioned, there will be significant capital and operating and maintenance (O&M) charges (e.g. satellite airtime) during set up and prior to any reports being provided in response to a request from another DC.  This financial liability will have to be paid/covered by some entity. The details of how the various entities that are responding to the IMSO RFP intend to make the IDC financially viable will be determined when those entities submit their proposals to MSC 83. 

2 In order to ensure the viability of not only the IDC but of the entire International LRIT system, CGs should be encouraged as flag, coastal and port states to actively utilize the LRIT system. The more data that all CGs request, the greater will be the financial viability of the system; thus helping ensure its successful development and sustainability.  
Figure 6

Billing Scenario 4 – Flow of Bills
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2 Scenario 5:  Port/Coastal State with same R/CDC 

2 In Scenario 5, a port/coastal state is reporting to a R/CDC and requesting ship position data from a ship associated with the same R/CDC. 

2 The billing scenario for the flow of data from the ship to its associated DC would be as described in Scenario 2 and as illustrated in Figure 7: 

2 The ship pays no money, and receives no bill,

2 The CSP bills the ASP (if a separate entity), or the DC (refer Article 2.3.2.11),
2 The ASP bills the DC, and

2 The DC (if a separate entity), if it is operated on a commercial basis, its bill will be paid by the CGs based on the internal arrangements between the CGs; if it is not operated on a commercial basis, the cost sharing will be based on the internal arrangements between the CGs.

2 As in Scenario 2, this is an internal matter between Administrations using the R/CDC. 

2 This type of contractual arrangement is therefore not within the scope of the Costing and Billing standard.

2 Notwithstanding Article 2.3.8.4, if a policy direction from the Committee specifies that overhead is to be charged on all these types of messages then (refer Articles 2.5.4.4 and 2.5.4.5, then this transaction will also include International overhead. This would require the R/CDC to maintain some form of journal so that the proper overhead calculation can be made.  This policy decision would require a change to the Performance standard, since a new requirement would be placed on the R/CDCs.  

Figure 7

Billing Scenario 5 – Flow of Bills
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2 Scenario 6: Port/Coastal State NDC or R/CDC  to a NDC or R/CDC 

2 Scenario 6 is a Port or Coastal state request from an Administration belonging to one NDC or R/CDC via the IDE to a second NDC or R/CDC with which the vessel is associated. 

2 Both the IDE and the DDP are required and must be considered as part of the overhead cost as described in Section 2.5.

2 The ASP has been paid by the DC for the transmission of reports from the ship to the DC, with the report now residing in the DC. The DC may or may not have been paid by the CG for the provision of the LRIT information; refer Scenarios 1 (Subsection 2.3.2), 1A (Section 2.3.3), 2 (Section 2.3.4) and 2A (Section 2.3.5). The charging mechanism between DCs is described in Section 2.4. 

2 Scenario 6 raises the policy questions outlined in Articles 2.2.2.7 and 2.2.2.8 with respect to whether or not CGs are entitled to or will recover costs or realize profits, which leads to the following three possibilities as outlined in Article 2.4.1.1:

2 No charge for the cost of the position report except the overhead cost of the IDE  (implies that the regular position reports are being paid for by the Flag and provided free of charge to requesters, therefore no cost sharing);

2 The cost could be shared (allowing for cost recovery); or

2 The source CG could make a profit instead of cost sharing.

2 The billing scenario for the flow of data from the ship to its associated DC would be as described in Scenario 2, with the potential full billing scenario as illustrated in Figure 8.

2 The question arises as to what happens if there are multiple CGs within a single R/CDC (i.e. the requesting DC) that have access rights to the data.  According to the technical documentation, the position report would be sent multiple times to the associated DC; once for each CG that has requested the data and has the correct access rights. This raises several policy issues for the Committee:  

2 If a R/CDC receives the same message multiple times in accordance with the DDP entries, then how many times should it pay for it? The possible decisions are:  
3. once, or  

4. as many times as it is received.

2 Is an R/CDC allowed to request a position report once and then route it internally within the R/CDC ? If so, how many times must it pay? If it only has received it once, then it is either stopping the other transmissions, or the DDP entries for all CGs involved have been changed so that the message is only sent once. In order for the message to be internally routed within the R/CDC, the other CGs must have the access rights to the data in accordance with the LRIT Regulation.

2 Are these interactions inside or outside of the International LRIT system? If inside, then they will be charged overhead charges that must be audited and logged in a journal.  

2 Whether or not this arrangement is inside or outside of the International LRIT system will have potential cost ramifications to all of other users of the system because source DCs will not be receiving as much revenue from the provision of data to R/CDCs, which will result in higher costs to all DCs. In addition to this, if all transactions among users of a R/CDC are outside the scope of the LRIT system, the various overhead charges that are identified in this document will necessarily not be shared by those who use a R/CDC and will have to be paid by others that use the system. If the Committee decides that this arrangement is inside the International LRIT system, then the above consequences will not occur, but the Performance standard will have to be modified in order to add a journal function into the R/CDC as described in Clause 2.3.9.6.3.

2 Many CGs will include the LRIT information that they receive in their security information systems. They may wish to share their security information with other Governments with which they have bilateral and/or multilateral agreements. This leads to two related policy questions:

2 Under what circumstances can a Contracting Government share with other entities (i.e. other DCs, other Contracting Governments) outside its NDC or R/CDC, LRIT information the Contracting Government is entitled to, has requested and has received; and

2 Are there any cost implications associated with the sharing of data?
Figure 8

Billing Scenario 6 – Flow of Bills
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2 Scenario 7:  Port or Coastal State IDC to NDC or R/CDC

2 Scenario 7 is a Port or Coastal state request from an Administration belonging to the IDC via the IDE to the NDC or R/CDC with which the vessel is associated.  

2 The IDC, IDE and the DDP are required and must be considered as part of the overhead cost as described in Section 2.5.

2 As per Article 2.5.1.1, an equitable basis for cost distribution is recommended.

2 If the costing matrix is different based on whether or not the IDC was used, then the overhead cost in this Scenario would be different to that in Scenario 6. 

2 If the costing matrix is the same regardless of whether or not the IDC was used, then the overhead cost in this Scenario would be the same as that in Scenario 6.

2 The three policy options outlined in Article 2.4.1.1 and the related issue of what type of costs might be shared must be considered.

2 The billing scenario for the flow of data from the ship to its associated DC would be as described in Scenario 1 or 2, with the potential full billing scenario as illustrated in Figure 9.

2 The question arises as to what happens if there are multiple CGs within the IDC that have access rights to the data.  According to the technical documentation, the position report would be sent multiple times to the IDC; once for every CG that has requested the data and has the correct access rights. This raises several policy issues for the Committee:  

2 If the IDC receives the same message multiple times in accordance with the DDP entries, then how many times should it pay for it? The possible decisions are:  
5. once, or  

6. as many times as it is received.

2 Is the IDC allowed to request a position report once and then route it internally? If so, how many times must it pay? If it only has received the report once, then it is either stopping the other transmissions, or the DDP entries for all CGs involved is causing the message to be sent only once. In order for the message to be internally routed within the IDC, the other CGs must have the access rights to the data in accordance with the LRIT Regulation.

2 Many CGs will include the LRIT information that they receive in their security information systems. They may wish to share their security information with other Governments with which they have bilateral and/or multilateral agreements. This leads to two related policy questions:

2 Under what circumstances can a Contracting Government share with other entities (i.e. other DCs, other Contracting Governments) outside its DC, LRIT information the Contracting Government is entitled to, has requested and has received; and

2 Are there any cost implications associated with the sharing of data?

2 Since these transactions are occurring within one of the international components of the system, they are already subject to an audit and will be logged within the journal process within the IDC. 

Figure 9

Billing Scenario 7 – Flow of Bills
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2 Scenario 8: Port or Coastal State NDC or R/CDC to IDC

2 Scenario 8 is a Port or Coastal state request from an Administration belonging to one NDC or R/CDC, via the IDE to the IDC, with which the vessel is associated.

2 The IDC, IDE and the DDP are required and must be considered as part of the overhead cost.

2 The ASP may (Scenario 3) or may not (Scenario 4) have been paid by the flag for the transmission of reports from the ship to the IDC, with the report now residing in the IDC.

2 The requestor of the data would be the entity responsible for paying both the direct and indirect (overhead costs) of that data.

2 As per Article 2.5.1.1, an equitable basis for cost distribution is recommended.

2 The three policy options outlined in Article 2.4.1.1 and the related issue of what type of costs might be shared must be considered.  As the IDC is involved, unlike Scenario 7, and assuming the flag itself has not requested the data, then the four minimum position reports per day that have been provided but not requested and therefore not paid for may become part of the overhead cost depending on the final policy decision related to overhead costs.

2 If the costing matrix is the same regardless of whether or not the IDC was used, then the overhead cost in this Scenario would be the same as that in Scenario 6. 

2 The billing scenario would be as illustrated in Figure 10.

Figure 10

Billing Scenario 8 – Flow of Bills
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2 Scenario 9:  IDC to IDC

2 Scenario 9 is a Port or Coastal state request from an Administration belonging to the IDC for a ship that is also associated with the IDC.
2 The IDC and DDP are required and must be considered as part of the overhead cost.

2 Similar to the internal R/CDC case outlined in Article 2.3.9.6, if the Committee specifies that IDE overhead is to be charged on all these types of messages, then this transaction will also include IDE overhead.

2 The ASP may (Scenario 3) or may not (Scenario 4) have been paid by the Flag for the transmission of reports from the ship to the IDC, with the report now residing in the IDC.

2 The requestor of the data would be the entity responsible for paying both the direct and indirect (overhead costs) of that data.

2 If the costing matrix is different based on whether or not the IDC was used, then the overhead cost in this Scenario would be different to that in Scenario 6. 

2 One option is to take all the overheads and spread them around all the various transactions in the systems. Overhead would be considered to be everything that goes through the IDE.  

2 If the transaction does not involve the international components of the system, should the requestor still be expected to pay for them as overhead?

2 The billing scenario would be as illustrated in Figure 11.

Figure 11

Billing Scenario 9 – Flow of Bills
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2 Scenario 10: SAR Request

2 SAR requesters do not pay for positional data.

2 NDCs would assume costs for requests associated with ships reporting to that DC. If the NDC is a commercial entity, then the associated Administration would be billed.

2 R/CDC s would assume costs for requests associated with ships reporting to that DC. If the DC is a commercial entity, then the Administrations associated with that DC would have arrangements with respect to cost distribution amongst participating Administrations.

2 For the green line, the data flows through the IDE, but this would not be a transaction that could be counted towards overhead. But the individual position report has been paid for by CG A, B, C.

2 SAR can ask for archived data without charge. There would be no overhead charges because the data (four minimum position reports) is already within the LRIT system.

2 5b and 6b would go to the SAR authority free of charge. SAR doesn’t pay for either the position itself, or for the overhead of the IDE.

Figure 12

Billing Scenario – Flow of Bills
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2 Data Between DCs

2 Costing and Billing between DCs 

2 Three options are possible for the costing and billing related to the sharing of the minimum four position reports per day between DCs:

2 No charge for the cost of the position report except the overhead cost of the IDE (implies that the regular position reports are being paid for by the Flag and provided free of charge to requesters, therefore no cost sharing);

2 The cost could be shared (allowing for cost recovery as recommended in Article 2.2.2.8); or

2 The source CG (refer Article 2.2.2.8.) or DC (refer Article 2.2.2.10) could make a profit.

2 Further to Article 2.4.1.1, if a CG and/or DC is entitled to recover its costs and/or make a profit, costs can be either:

2 Position report by report, i.e. if one report is requested by five DCs, then each DC pays 20% of the cost, or

2 A calculation based on the total volume over a time period:

7. The time period can be x/hour/day/month/year.

8. Total number of position reports out of the DC over the time period shares total cost.

2 As noted in Clause 2.2.2.12.2, the more complex the billing algorithm, the less transparent it will be for the entire system. It is therefore recommended that a simple billing algorithm be selected for costs between DCs as well as from the IDC to other DCs and CGs connected to the IDC.  

2 To ensure transparency, it is recommended that costing and billing information be published within the IDE. 

2 Costs as published in the IDE could be differentiated by the following elements, all of which are currently supported by the technical specifications:

2 Requestor,

2 ASP,

2 CSP,

2 Message Type (regular, poll, rate change), and

2 Volume of data requested.

2 While the specifications enable pricing differentiation based on the five elements listed in Article 2.4.1.5, it is recommended that variable pricing based on changeable aspects such as the CSP used for a given communication not be pursued given that:

2 The majority of the costs associated with running a DC relate to the infrastructure, 

2 Associating costs with all five elements would add considerable complexity and cost differentials,

2 Variable pricing on a report-by-report basis would require significant administrative overhead and would negatively impact the ability of CGs to accurately predict expenditures for total annual report requests required to meet yearly budgeting processes, and
2 Fluctuating prices would make it more difficult to determine if a fair pricing scheme was in place.

2 Further to Article 2.4.1.6, it is therefore recommended that the only variable to be used in the differentiation of prices be the Message Type (regular, poll, rate change). This set published price scenario would result in the publication of three prices by every DC. A single price for each message type for all other DCs and CGs is the simplest and most transparent method, easily auditable by the LRIT Co‑ordinator. A published price scenario will also facilitate the development of viable business plans by the various entities within the system. 

2 Notwithstanding Article 2.4.1.7, given the number of LRIT position reports likely to be exchanged throughout the International LRIT system, a set published price scenario should not preclude the option of volume discounts to DCs wishing to offer volume discount prices by means of published discounts in the IDE.  Having a published discount rate ensures that the system remains open and transparent, while offering a degree of pricing flexibility to commercial entities wishing to market discounts by volume to encourage requestors within the international LRIT System to increase the number of position reports requested. This option should apply to all DCs (NDCs, R/CDCs, and the IDC).

2 As the LRIT system goes into operation there will be numerous unknowns, among them:

2 Costs of establishing, operating and maintaining a DC, and

2 Market demand with respect to volume of requests.

2 The unknowns referenced in Article 2.4.1.9 will make it difficult for entities within the International LRIT system to:

2 develop a resulting pricing scheme for report requests that results in a positive business model for entities establishing a DC, and
2 accurately predict the total annual costs associated with purchasing reports in the absence of an established pricing schema.

2 Given Articles 2.4.1.9 and 2.4.1.10, it is recommended that the regulation of prices be left to market forces. It is understood that published prices may be inconsistent and change rapidly during the initial set-up phase. It is imperative that policies and standards do not prevent the market from reaching equilibrium.  It is recommended that the LRIT Co-ordinator be closely involved at this stage to help all stakeholders with the growing pains associated with establishing the International LRIT system. Once the transient start-up period has passed, prices should stabilize and the demands on the LRIT Co-ordinator for this service should lessen.

2 Under the set published price model recommended in Article 2.4.1.7, if a CG (Article 2.2.2.8) and/or DC if it is a commercial entity (Article 2.2.2.10) is allowed to make a profit, then the published price is auditable by the LRIT Co-ordinator. 

2 Further to Article 2.4.1.12, if the LRIT Co-ordinator determines that a CG or DC is making an “unfair” profit, then this would be reported to the Committee and the Committee would take appropriate action. 

2 This document does not attempt to define the concept of “unfair” profit referenced in Article 2.4.1.13; this must be left to the LRIT Co-ordinator and the Committee to determine. Standard outlier statistical analysis can be used to identify outlying entities. 

2 Further to Article 2.4.1.12, if a CG (Article 2.2.2.8) and/or DC (Article 2.2.2.10) is not allowed to make a profit, then it is recommended that a profit adjustment be made every fiscal year for that CG. A set published price model as described above would still be used, and by the end of the fiscal year of that CG, the CG would determine how to modify its prices in order to either recoup its loss from the previous year or reimburse its clients in the subsequent year.

2 For simplicity, it is not recommended that rebates or price corrections go back in time for the scenario outlined in Article 2.4.1.15. Rather, the published price should be the price until it is changed. If a CG finds throughout the year that it is either making or losing a significant amount of money, then it should adjust it price accordingly. While more complex algorithms can be used that make use of the volume of data in real time; a complex algorithm will likely lead to further complication rather than resolution of issues. Similar to the scenario described above, the profit / loss of the CG will be audited by the LRIT Co-ordinator and reported to the Committee, thus ensuring openness and transparency of the system.

2 This type of pricing scheme should work well for all types of DCs within the International LRIT System. The strong audit and review function of the LRIT Co-ordinator should ensure that fair prices are used throughout the system. The group recommends that the LRIT Co-coordinator’s annual report to the Committee address the LRIT pricing and costing issues.

2 The LRIT pricing system should be non-discriminatory; therefore the group recommends that the Committee make the policy decision that all prices should be independent of the requesting CG or DC. 

2 Overhead Costs

2 General

2 An equitable basis for cost distribution is recommended.

2 It is recommended that overhead costs should be apportioned based on volume of transaction.

2 LRIT Co-ordinator Cost and Billing 

2 Guidance recommended to the Committee: The cost of the LRIT Co-ordinator should be apportioned across all elements to which the LRIT Co-ordinator is providing services as per the standard:

2 all DCs,

2 the ASP reporting to the IDC, and

2 the IDE.

2 Guidance recommended to the Committee: The charge should be fair and equitable, and should take into account the level of effort of the LRIT Co‑ordinator.

2 The charges should be developed by the LRIT Co-ordinator and advised to the Committee.

2 This document will not address the details of the agreements between the IMO Secretary General acting on behalf of all SOLAS Contracting Governments and IMSO; this is a matter for both organizations to address.

2 DDP Cost and Billing

2  [The IMO Secretariat is covering the entire cost of the DDP from its annual budget. Therefore there is no separate DDP Overhead charge within the LRIT System.] 

2 [Since the DDP is used by all CGs and all DCs, its overhead charge should be apportioned throughout the system. The following are several options for determining the overhead charge:

2 Charge each CG the same amount directly, with the DDP / the IMO Secretariat billing all CGs directly. This may be problematic; it is much easier to bill the DCs.

2 Charge each DC the same amount. This removes the problem of the IMO Secretariat billing CGs, however, it doesn’t take into account the case where there are multiple CGs making use of a single DC.

2 Charge each DC an amount based on the number of CGs that make use of the DC. This appears to be the fairest option and is recommended by the group.

2 This overhead charge should be less than that of the other international components of the system. Therefore, the group recommends that a simple billing algorithm be employed.]

2 IDC Cost Allocation

2 [There may be no overhead cost associated with the IDC development and operation, since some entity may fund the entire IDC at no cost to any entity within the International LRIT system.]

2 There may be both capital and operating and maintenance (O&M) costs associated with operation of the IDC. There maybe no capital costs, because existing systems or alternative financial models are being used. This document does not list all possible costs related to operation of the IDC as such a list could be overly prescriptive and/or restrictive. As stated in Article 2.2.2.10, it is assumed that commercial entities within the LRIT system will be entitled to make a profit, which would apply to the IDC if operated by a commercial entity (and if operated by a CG if the recommended policy decision under Article 2.2.2.8. is not taken). These details will be known only once the Committee selects the winning IDC proposal at its next session. 

2 The RFP for the IDE and the IDC has just been issued by the LRIT Co-ordinator. Within the RFP, bidders are being asked to propose the financial / revenue generating system to be utilized for the international components of the system. Since there are still many unknowns regarding the funding mechanism for the international components of the system, it is imperative that this standard not be overly prescriptive.

2 For the purposes of discussions within this document, it is assumed that the overhead charge is purely an O&M charge and any capital portion has been amortised over the life of the system and included in the O&M cost. The two options for addressing the IDC overhead are as follows:

2 Option 1: Treat the IDC like all other DCs, with its published prices including all costs including overhead. Doing anything else distorts the market. The IDC should be able to compete on a level playing field with NDCs and R/CDCs. Since the pricing for all DCs will be consistent, CGs will be able to directly compare the costs of operating their NDC or R/CDC with the operation of the IDC. 

2 Option 2: The published prices for the IDC only include the individual position report costs (i.e. the CSP and ASP costs), with the overhead being charged separately. The overhead incorporates the cost of unrequested position reports, the amortized capital cost, and all other costs incurred in operating and maintaining the IDC. 

2 Further to Option 2, above the overhead cost could be allocated as follows: 

2 Each NDC and R/CDC pays a percentage of the IDC overhead cost. The cost could be apportioned based on the number of CGs using each DC or the number of ships reporting to each DC. Expecting CGs forming their own DC to directly subsidize the overhead costs of the IDC is not considered to be fair and equitable because those CGs would have already paid a separate capital associated with setting up their own DC. Thus, overhead costs of the IDC should be charged to those CGs making use of the IDC. 

2 The overhead could be apportioned based on the usage volume. All CGs/DCs requesting data would pay a weighted percentage of the overhead, this is equivalent to setting one price for a position report and including the overhead cost in that price. By separating the functions there are now two different bills, which is not as transparent, and it also creates more administrative overhead. Having to calculate a volume percentage after the fact is much more complex than having a single price. This option is therefore more complex, less transparent, and more expensive by definition. 

2 Option 1 – the published price option as described in Clause 2.5.4.4.1 is therefore the recommended option for allocating costs associated with IDC overhead, as it is simpler, fairer and easier to administer.

2 Refer to Figure 13.

Figure 13
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2 IDE Charge/Allocation

2 [There may be no overhead cost associated with the development and operation of the IDE, since some entity may fund the entire IDE at no cost to any entity within the International LRIT system.]

2 There may be both capital and operating and maintenance (O&M) costs associated with operation of the IDE. There maybe no capital costs, because existing systems or alternative financial models are being used. This document does not list all possible costs related to operation of the IDE as such a list could be overly prescriptive and/or restrictive. As stated in Article 2.2.2.10, it is assumed that commercial entities within the LRIT system will be entitled to make a profit, which would apply to the IDE if operated by a commercial entity (and if operated by a CG if the recommended policy decision under Article 2.2.2.8. is not taken). These details will be known only once the Committee selects the winning IDC proposal at its next session. 

2 The LRIT Co-ordinator has just issued the RFP for the IDE and the IDC. Within the RFP, bidders are being asked to propose the financial / revenue generating system to be utilized for the international components of the system. Since there are still many unknowns regarding the funding mechanism for the international components of the system, it is imperative that this document not be overly prescriptive.

2 For the purposes of discussions within this document, it is assumed that:

2 the overhead charge is purely an O&M charge and any capital portion has been amortised over the life of the system and included in the O&M cost, and

2 that the cost for the IDE will be significantly less than the IDC (this situation will be clarified once the proposals from IMSO’s RFP have been received by the Committee at MSC 83), and

2 that using a complicated billing algorithm may cost more than the actual charge for the system.

2  The three options for addressing the IDE overhead are as follows:

2 Option 1:  The overhead cost of the IDE could be shared by each DC within the system based on some variable determined by the Committee, e.g. number of CGs, number of ships,

2 Option 2:  The overhead cost of the IDE for each DC could be based on the volume of data requested through the IDE over the billing period; similar to cell phone and internet billing throughout the world, which is often billed by the second / kilobyte. SAR data that is free of charge should be excluded from the calculation of overhead. This would require processing journal entries and adds complexity and cost. 

2 Option 3: It could be covered from the IMO Secretariat’s Budget; however the IMO would not operate the IDE, it would merely cover the cost. It should be noted that there may be an associated legal issue with respect to the budget allocation for the IDE.

2 Given the assumptions in Article 2.5.5.4, Option 1 is the recommended option for allocating overhead costs associated with the IDE, as it is the simplest and least costly method. However; should the IDE costs be much greater; then consideration should be given to Option 2.  

2 If Option 2 in Article 2.5.5.5, then whether or not the IDE overhead should apply to transactions that do not use the IDE (i.e. transactions within a NDC or R/CDC ) is a policy decision for the Committee. For example:

2 Should transactions related to Flag data from a NDC be charged IDE overhead? It is recommended that no IDE overhead be charged, since the NDC is not utilizing the IDE for this transaction.

2 The same reasoning applies for Flag data from a R/CDC  and the IDC.

2 With respect to Port / Coastal data that may be exchanged within a R/CDC , there is no consensus recommendation regarding this scenario. Some representatives felt that the exchange of LRIT information within an R/CDC  was equivalent to two NDCs exchanging data, thus IDE overhead should be charged. On the other hand, by exchanging messages within the R/CDC , the IDE was not being used and therefore no overhead should be charged. The R/CDC  has already implemented and paid for the internal routing function and if it were to pay for the external routing function as well for those messages, this did not seem like a fair situation.

2 The same reasoning applied for Port / data being exchanged within the IDC. It is recommended that the IDC be treated just like an R/CDC  with respect to this costing policy  issue. 

2 The IDE overhead charge should therefore be based on the volume of data to a DC (applying the final policy decisions described above) divided by the total volume of data to all DCs, as in Figure 14, where x1 to x4 represent amounts of data to a DC. The resulting Charge for DC1= x1 / (x1+x2+x3+x4)*IDE Overhead

Figure 14
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2 The IDE bills should follow standard commercial practise for issuance of bills. Since the volume calculation is being based on the amount of data being requested by a DC, the IDE should bill each DC at the same intervals as the other components within the system. Each DC would follow its specific paying scenario described above for the payment of the IDE overhead. 

2 Whether there is a need for a portion of the IDE overhead to be paid upfront by each DC will depend on the IDE proposal selected by the Committee. Given that many CGs can only pay for services or products delivered, full upfront payment may prove problematic for CGs. A combination of an upfront yearly fee combined with variable in-year fees may be a viable hybrid solution. This issue will have to be discussed in more detail once the IDE proposals are submitted to the Committee.

2 SAR Overhead Costs

2 The Committee has already made the policy decision that position reports given to SAR should be free of charge. During COMSAR 11 there was a lively discussion within the working group pertaining to the SAR costs. The working group thought that any SAR request—be it a regular position report, poll, or rate change—should be free of charge. This policy requires Committee confirmation. 

2 Assuming that all SAR reports regardless of their type are free to SAR, the question remains as to how should they be treated within the system.

2 Concerning any overhead being charged by the DDP, IDC, or IDE there should be no overhead charged for any SAR related report. This addresses all of the indirect charges.

2 With respect to direct charges (i.e. CSP, ASP and DC costs for processing SAR related messages), the following are some potential options:

2 SAR overhead costs could be shared by each DC within the system based on some variable determined by the Committee, e.g. number of CGs, number of ships. This would be administratively intensive, and would require a complex billing mechanism, which is not recommended.

2 Include the SAR direct costs within the one pricing strategy for each DC. DCs would have to treat SAR overhead like all of the other internal overheads for the DC. This is the simplest and most straightforward method of handling SAR overhead. In this case, the DCs with the largest number of ships would have the highest overhead due to SAR, while at the same time having the largest customer base and resultant potential for cost recovery. This is the recommended option.

2 As stated in other sections of this document there are a large number of unknowns surrounding the costs within the International LRIT system. It is assumed that the SAR overhead costs will be a second or third order affect on the overall financial viability of the system. That being said, they will still be audited by the LRIT Co-ordinator, and if this assumption turns out not to be valid then the overall structure can be modified by the Committee. Similarly if the audit determines that only a few DCs are paying for the SAR overhead, then the Committee can revisit the overhead allocation algorithm for SAR.

2 The Group recommends that the Committee request COMSAR to develop procedures for the use of LRIT for Search and rescue operations.

2 Costing and Billing Framework related to additional polled requests 

2 Initial Payment

2 The entities that paid for the provision of the regular minimum four position reports each day would also initially pay the full cost for this polled position report / increased rate position report. This applies to all of the scenarios that have been presented.

2 The billing scenario for the flow of data from the ship to its associated DC would be as follows: 

2 The ship pays no money, and receives no bill,

2 The CSP bills the ASP (if a separate entity), or the DC (refer Article 2.3.2.11)

2 The ASP bills the DC, and

2 The DC (if a separate entity), would either bill the Flag CG, follow the internal arrangements between all CGs associated with that R/CDC , pay the bill itself and wait to recover its costs by means of the billing mechanism established for costing and billing between DCs as referenced in Section 2.4.

2 The initial bills from the CSP and ASP have been paid and the DC’s bill may or may not have been paid depending on the specifics of that DC.

2 Between DC Charges

2 This data would then be treated just like all other between DC charges, as described in the previous section. The price for the polling action or for the rate change would be published within the IDE and the requesting DC would pay the charge according to the commercially agreed billing interval.

2 SAR Poll Requests

2 As stated in Article 2.5.6.1the Committee must first clarify the free access rights for SAR.

2 Since the Communications Message Protocol contains a SAR poll request parameter, the technical specifications can support either policy decision from the Committee. 

2 Centralized versus decentralized billing options/scenarios

2 Billing Options

2 It is imperative that the billing scenario respects standard accounting practises and procedures. 

2 As described in the Performance Standard, the LRIT Co-ordinator can be called upon to help resolve any billing disputes that may occur within the system.

2 There is currently no commercial relationship between DCs. Depending on the various policy decisions made by the Committee, there may be signed agreements between various entities within the overall LRIT system. 

2 Billing/invoicing between DCs can be either centralized or distributed. The following are the potential options:

2 Option 1:  Each DC could produce its own bills at some common frequency. The LRIT Co-ordinator would audit all of the bills during the audit process. This would require each DC to have a billing / invoicing function. Since the journal is maintained by the IDE, each DC could ask the IDE for its portion of the journal so that it can generate its bill. As highlighted in Article 2.2.2.1, sub-contractors may be utilized for various functions as required. Thus DCs can sub-contract their billing functions to a commercial entity that specializes in billing and invoicing. This is simple and fully respects all of the accounting rules. 

2 Option 2:  Since the IDE already has all the journals, it could produce each of the bills. Each DC would receive “x” bills from the IDE one for each DC to which it owes, This would require the IDE to either implement an internal billing function, or sub-contract with a billing entity. Although the IDE generated the bills, the DCs would pay each other bypassing the IDE. This option adds another function to the IDE and it must be verified if it complies with standard accounting rules. 

2 Option 3:  A single consolidated bill could be generated by the IDE for each DC. The IDE would then be acting as the LRIT clearing house, issuing all of the bills, receiving the funds and issuing funds according to the billing schedule. This option adds additional functions to the IDE and also could add potential financial risk and liability to the entity since it is receiving and issuing funds. Billing / accounting rules must be respected. There may be an overhead cost for the billing entity. Financial liability must be quantified.

2 Option 4:  The LRIT Co-ordinator could issue the bills following Option 2 or 3 above. This, however, could adversely impact the impartiality of the LRTI Co-ordinator, since the LRIT Co-ordinator audits the various components of the international LRIT System and may be called upon to mediate billing disputes. In order to maintain its impartiality, the LRIT Co-ordinator should there never directly issue any of bills, with the exception of bills related to reimbursement of costs associated with the LRIT Co-ordinator. 

2 Agreements on Billing and Costing between / among DCs regarding invoicing processes shall take precedence over the following default process. These agreements should be included within the audit process of the Co-ordinator.

2 Without agreements on Billing and Costing the following process should be employed. This process should be included within the audit process of the Co-ordinator

2 Billed after the fact. In arrears.

2 Billed within 30 days of the initial charge.

2 Technical Considerations due to the billing options

2 If a DC wanted the actual journal for all of its transactions that would be sent offline, not via the network. 

2 Archiving of Data and associating costing and billing

2 The data archiving function has been mandated within the performance standard, however, the access rights to the data have not been fully discussed. Except for SAR all of the discussions to date have centred around the current (within 6 hours) position reports. For SAR applications the data for the past x reports maybe required. Since the access to older data has not been discussed, the Committee needs to make a policy decision related to the access rights for archived data. 

2 The Committee could decide to mirror the current (within 6 hours) data access rights. This would have the following implications for the following four cases: 

2 Flag State Access – No Issues

2 Coast State Access – The receiving DC could either apply the DDP polygon that existed at the time of the position reports, or it could apply the current version of the DDP. 

2 Port State Access – The receiving DC could either assume that the requesting CG received a NOA, or the receiving DC could verify via the archived data itself that the ship indeed went to a port within the requesting CG.

2 SAR Access – No Issues.

2 As described above for the costs between DC, the cost for archived data should also be published within the IDE so that all CGs know the cost of the data before requesting it. There could be a separate field for archived data prices or to make it simpler, the archived data should be the same price as the real time data. It is left to each DC to decide the costing scheme for archived data. 

2 The other technical specifications will have to be modified to reflect the final policy decision of the Committee regarding the access rights to the archived data.

2 Upfront Payments

2 Whether there is any need for a portion of the LRIT Co-ordinator, IDC, or IDE costs to be paid up front by each DC, will depend on the submission by the LRIT Co-ordinator and the proposals chosen by the Committee for the IDC and the IDE. As was stated earlier CGs often can only pay after a service has been completed or product has been delivered, thus paying 100% up front maybe problematic for the CGs. A combination of an upfront yearly fee combined with variable in-year fees maybe a viable hybrid solution. This issue will have to be discussed in more detail once the documents have been submitted to the Committee.

2 It is assumed that costs would be apportioned both as up-front charges and as pay-for-use payments. There are different billing implications for each. Technically somebody has to pay; it just comes down to whether that payment is in advance or in arrears.

2 There are no technical issues related to advance payments for overhead of the LRIT Co-ordinator.

2 Non payment

2 The issue of non payment is a policy issue that must be addressed by the Committee to ensure a sustainable LRIT System. Procedures and functions related to non payment are currently not addressed within the Performance standard.  A situation in which LRIT Data Users are requesting and receiving but not paying for data places an undue burden on the entity providing the data, as well as on the sustainability of the system as a whole, and thus cannot reasonably be expected to continue unabated. The Ad hoc Working Group supports the efforts of the LRIT Co-ordinator to develop a proposal that effectively addresses this issue.

2 If the Committee decides to add a barring function into the IDE, the IDE technical specifications can be modified to bar requests from DCs for non-payment on direction from the LRIT Co-ordinator. SAR requests will always go through and data requests to the barred DC will always go through. The Ad hoc Working Group supports the efforts of the LRIT Co-ordinator to develop a proposal that effectively addresses this issue.

3 Backup system

3 The issue of backup systems to ensure integrity of the International LRIT system were raised and as there are associated costing and billing implications, the Group explored the issue and provides the following input.

3 The Group recommends that the Committee forward the following guidance related to DC backups to all CGs. 

3 All CGs operating a DC should have a disaster recovery plan for the CSP(s), ASP(s), and DC being utilized. CGs are encouraged to review the IDC specification, which could serve as a model for their DC.  

3 In addition to employing equipment and site redundancy for their DC, a CG could also make arrangements within another CG’s DC to serve as its backup. This would be a bilateral / multilateral agreement between the CGs involved with the two DCs.
3 Although the IDC was never envisioned to be a backup for other DCs, the Committee could decide to formally give that IDC that function. If this policy decision were made, then there would be a number of technical and policy issues that would have to be addressed: 
3 What happens to the archived data?

3 What happens if the ASP connecting to the original DC is not able to connect with the IDC? 

3 Depending on the number of ships reporting to the original DC, what happens if the IDC does not have sufficient capacity to accommodate all of the new ships?
3 How should the costs be handled, since this may only be an interim solution as the original DC is being repaired? Should the CG(s) now connecting with the IDC be treated like all of the other CGs connecting to the IDC? 
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