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SUMMARY

Executive summary: 
This document provides the Correspondence Group’s report on the work to further develop and finalize options to improve the effect on ship design and safety of the 1969 TM Convention.
Strategic direction:  
2
High-level action:  
2.1.1

Planned output:  
2.1.1.2
Action to be taken:  
Paragraph 8
Related documents:  
SLF 48/12; SLF 50/19, SLF 50/6/1; SLF 51/17 section 6, SLF 51/6, SLF 51/6/1; MSC 85/23/6;  MSC 85/23/6/Corr.1; STW 40/13/1, STW 40/14; STW 41/7/11; STW 41/16; SLF 52/5, SLF 52/5/1, SLF 52/5/2, SLF 52/5/3, SLF 52/19 section 5, MSC 87/12
Introduction

1
At its fifty-second session, the Sub-Committee re-established the Correspondence Group (CG) on the tonnage work programme item (SLF 52/19 paragraph 5.11), under the co-ordination of the United States, with the following terms of reference: 
.1
consider further and finalize the information provided in annex 2 to document SLF 52/5/2 (Report of the Correspondence Group) with respect to improving the effect of the 1969 TM Convention on the design of ships and in particular with reference to the effect on safety;

.2 
examine, in relation to the options listed in annex 2 to document SLF 52/5/2:

.1
improvement of crew accommodation; and

.2
the tonnage measurement of ships carrying deck cargoes and, in particular, of containerships;

.3 
identify and investigate the benefits and disadvantages of the options listed in annex 2 to document SLF 52/5/2; and

.4 
submit a report to SLF 53.

2
Participants in the group included representatives from the following Member States:

AUSTRALIA




MARSHALL ISLANDS 

CANADA




MEXICO

CHINA




NETHERLANDS

DENMARK




NORWAY

FRANCE




PANAMA

GERMANY




REPUBLIC OF KOREA

INDIA





SPAIN


IRAN (ISLAMIC REPUBLIC OF)

SWEDEN


ITALY





UNITED KINGDOM


JAPAN




UNITED STATES

Participants in the group also included representatives of the following United Nations specialized agency:

INTERNATIONAL LABOUR ORGANIZATION (ILO)
And observers from the following non-governmental organizations:


INTERNATIONAL ASSOCIATION OF CLASSIFICATION SOCIETIES (IACS)


INTERNATIONAL CHAMBER OF SHIPPING (ICS)


INTERNATIONAL FEDERATION OF SHIP MASTERS’ ASSOCIATIONS (IFSMA)


INTERNATIONAL MARINE CONTRACTORS ASSOCIATION (IMCA)


INTERNATIONAL ASSOCIATION OF INDEPENDENT TANKER OWNERS    


  (INTERTANKO)


INTERNATIONAL TRANSPORT WORKERS’ FEDERATION (ITF)
3.
This report describes the work done by the correspondence group as required under the terms of reference.  In view of the 2011 target completion date (MSC 81/25, extended by MSC 85/26), the group included in its report a draft proposal for a new work programme item to implement its single recommended option.
Method of work
4
General  The group developed an action plan issued on 12 March 2010.  The plan provided for three rounds of participant input and associated deadlines.  A description of the work conducted during each round follows.
.1
Work Description Round 1  - Finalize Options and Variants  This round involved four separate elements to gather information needed to further finalize the four options identified in annex 2 to document SLF 52/5/2, including identification of any variants to these options.  These elements are described individually below.  During this round, the finalization work was limited to Option A (Improve Integrity / Uniform Application) and Option B (Promote Net Tonnage), which had received the most support per annex 2 to document  SLF 52/5/2.
.1
Option A Questionnaire  The group developed and issued a questionnaire to collect additional information to justify implementing Option A, for which the Sub-Committee expressed general agreement (SLF 52/19 paragraph 5.6, and MSC 87/12 paragraph 2.6).  The group identified 28 separate issues for inclusion in this questionnaire for which specific text within the TM Convention or Circular TM.5/Circ.5 requires interpretation, or which otherwise should be addressed when expanding or updating the information contained in Circular TM.5/Circ.5.
.2
Option B Questionnaire  The group developed and issued a questionnaire for Option B (Promote Net Tonnage).  This questionnaire focused on identifying specific points to be offered in support of this option, with the view to developing a circular or resolution to promote use of the net tonnage parameter.
.3
Identification of Variants  The group was  invited to identify any variants of the existing options, including Options C (New Net Tonnage Parameter) and D (Maritime Real Estate), that would address deck cargo and crew accommodation concerns, per discussions in plenary at the fifty-second session of the Sub-Committee and the terms of reference (paragraphs 1.1 and 1.2 above).
.4
Rules and Interpretations  The group was invited to circulate copies of rules or interpretations which governments or organizations have developed and/or published.
.2
Work Description Round 2 - Evaluate Options and Variants  The group was invited to offer general comments on the options and variants under consideration, proposed approaches to implementing the options or variants, thoughts on additional questionnaires to address the variants, and proposed formats for comparison of options and variants.  Identification of benefits and disadvantages of each option and variant was included in the Round 2 work.  Based on the input received, the group developed an additional questionnaire addressing all options and variants, which was circulated to the group.
.3
Work Description Round 3 - Develop Report to SLF 53  During this round, the report to the Sub-Committee was developed and finalized.  The coordinator developed and issued an initial draft report, with a three week comment period, which included a draft new work program item proposal to implement Option A.  After incorporating or otherwise resolving the comments, the coordinator issued a second draft report, with again a three week comment period.  These comments were incorporated or similarly resolved when developing the final version of the report.
5
Tonnage CG website  To facilitate exchange of information, the group created a website (www.uscg.mil/imo/slf/tonnagecg), incorporating elements of websites that have been used by the SLF Fishing Vessel Safety and Subdivision and Damage Stability correspondence groups.  The group agreed not to post individual responses, in order to ensure comments were not taken out of context and to facilitate more open discussion on a topic involving subjectivity due to its complex nature.  Instead, responses and summaries of responses were posted without specific attribution.  In deference to privacy concerns, detailed information on participants (e.g., phone numbers and email addresses) was made available on the website only through a document which was protected by a password.
Results Obtained by the Group

6
A discussion of the results obtained by the Group follows:
.1
Results for Round 1 - Finalize Options and Variants  Eight participants representing six Member States and three non-governmental organizations provided input during this round.  The results are summarized below.
.1
Option A Various degrees of support were expressed for the need for and impact of the 28 issues identified by the group.  There was reasonably broad consensus that: 1) for seven of the issues, the impact on the gross and/or net tonnage assignments of affected ships was moderate to high, 2) for six of the issues, the effect on ship design, safety, and/or crew accommodation on ships of various types was large, and 3) for eleven of the issues, the overall importance of resolving the issue was moderate to high.  In addition, several issues that were not the subject of the Option A questionnaire were identified at the conclusion of the Round 1 work.
.2
Option B  Overall, consensus was lacking regarding the extent to which net tonnage was used for tonnage duties and customs and harbor fees, as well as its usage for assessing corporate income taxes and vessel registration size limits.  There was moderate to broad consensus that a circular or resolution, if developed, should highlight the fact that net tonnage: 1) reflects cargo spaces and number of passengers, 2) is used in assessing corporate income taxes and tonnage-based fees, 3) cannot be less than 0.3 times the gross tonnage, and 4) generally does not penalize crew space.  There was moderate consensus that any circular or resolution should be issued at the Assembly level.  There was little consensus that net tonnage should be promoted on the basis of improving ship safety through higher freeboards.  
.3
Consideration of Variants  The group identified two variants for further evaluation, both of which were associated with Option D (Maritime Real Estate (GTMRE ) Parameter).  The first variant, labeled D1, is an alternate net tonnage parameter (NTDWT) based on deadweight tonnage volume.  NTDWT is calculated by substituting into the existing net tonnage formula a “maritime real estate” cargo volume that corresponds to the vessel’s deadweight tonnage.  The second variant, labeled D2, is a third tonnage parameter (GTCbMRE ) similar to GTMRE.  GTCbMRE is calculated in the same manner as GTMRE, except that the formula includes the vessel’s block coefficient (Cb) and a coefficient based on the vessel’s type.
.4
Rules and Interpretations  Several participants noted that related rules or interpretations had been issued, but unrestricted release of this material was authorized only in two cases.  The releasable material was posted on the Tonnage CG website.
.2
Results for Round 2 - Evaluate Options and Variants  Twelve participants representing nine Member States and three non-governmental organizations provided input during this round.  The results are summarized below.
.1
Overall Assessment Summary  Annex 1 presents the group’s overall assessment of the options provided in annex 2 to document SLF 52/5/2, and associated variants, as finalized by the group.  The scores are compiled from questionnaire responses.  The rankings are based on these scores, along with comments of group participants.  One participant suggested that the group’s final report include a draft work programme proposal for Option A involving three SLF sessions, based on the support for this option expressed in the Round 1 questionnaires.  Another participant commented that the work could be accomplished through a future correspondence group, and then finalized using a working group at a subsequent session of the Sub-Committee.
.2
Benefits and Disadvantages  Annex 2 to this report provides a detailed description of each option and variant, as finalized by the group, and lists associated benefits and disadvantages identified during Rounds 1 and 2, or otherwise obtained from existing SLF documents (e.g., SLF 52/5/2 and SLF 52/19).  This annex reflects the group’s conclusion that, in the context of the terms of reference (paragraph 1.3 above), the word “benefit” does not have the same meaning as the word “advantage”, and that the Sub-Committee was seeking an examination of the options in an absolute sense (looking at each option on its own merits), rather than in a relative sense (evaluating each option in comparison to other options). 

.3
Crew Accommodation and Deck Cargoes  These issues were examined with respect to each option and variant via the questionnaire, and were the subject of many comments.  In general, the group found that while implementing Option A could potentially address the differences in gross tonnage assignments between open-top and closed containership designs, this approach would not address other concerns related to deck cargoes, nor would it encourage larger crew accommodation spaces.  The group also found that while other options or variants were attractive to varying degrees as a means of addressing both crew accommodation and deck cargo concerns, there were a number of significant disadvantages to these other approaches, as identified in annex 2 to this report.  
.4
General comments of the Group  General comments and concerns identified by the group during this round are summarized as follows:

.1
Combining/Recategorizing Options and Variants  Various opinions were expressed over the viability of combining and/or recatagorizing options and variants, or elements thereof, to arrive at more workable solutions.  Suggestions along these lines include the following: 1) combining Option C and Variant D1;  2) applying Option A in combination with Option B only;  3) applying Option A in combination with Option B and/or Variant D1 (but not Option C);  and 4) categorizing Variant D2 as a variant of Option A.  Due to the lack of time and in keeping with its terms of reference, the group focused on identifying the overall viability of each individual option and variant, and did pursue the proposed additional work in this regard.
.2
Implementation Considerations  A number of participants commented on the importance of practical obstacles to implementation of any approaches that might otherwise appear attractive from a theoretical standpoint.  The principal comments in this regard are summarized as follows:

.1
Cost Issues  One participant stressed the importance of taking into consideration the cost of calculating new tonnage parameters (particularly for current ships) and/or reissuing International Tonnage Certificates in implementing any proposed approach.  Another Participant cited the reluctance on the part of shipowners to elect to have optional tonnage parameters assigned if their use for assessing tonnage-based fees results in increased costs: they will simply chose whatever parameter yields the lowest costs.  Participants generally noted that shipping interests will actively oppose mandatory implementation of any new parameter if it will lead to increased fees. 
.2
Importance of GT Parameter  One participant commented on the difficulty of changing from a system that is predominantly GT based to any other system, unless there is a strong correlation between GT and the new parameter.  The participant further noted that, because the relationship between GT and NT varies with the type of ship, there would be practical difficulties for port authorities to change to an NT based system.  Another participant commented that unless there is a fundamental change away from the use of GT for so many purposes, there is no way forward that will ensure decent crew and trainee accommodations.
.3
Convention Amendment  A number of participants cited implementation concerns with any option requiring amendment to the TM Convention, due to length and difficulty of the amendment process.  One participant commented that the tedious amendment process should not divert attention to a less effective solution, and instead the focus should be on root causes: if amendment to the Convention is needed for a permanent solution, wider acceptance and uniform application, than amending the Convention should be pursued.
.3
Separation of Work Programme Issues  One participant expressed the view that port States and other entities respect the integrity of the International Tonnage Certificate, and that there was general support within the group to ensure the integrity and uniform implementation of the existing GT (overall size) and NT (useful capacity) volumetric parameters, affirming the need to keep the measurement system up-to-date (Option A).  The participant suggested that this important work be separated from other work related to the use by port authorities of GT, as opposed to NT, for assessing fees.

.3
Results for Round 3 - Develop Report to SLF 53  The group drafted and finalized its report to the Sub-Committee.  Based on the considerable support expressed within the group for Option A, the group developed:  1) a draft work programme item proposal to implement this option for possible use by the Sub-Committee;  and 2) a listing of the 29 Option A issues identified in Round 1 that require interpretation or otherwise need resolution, recognizing that the listing is not comprehensive.  These documents are included as annexes 3 and 4, respectively.  There was not sufficient time to decide on which approach for implementing Option A was preferred by the group (e.g., new work programme item vs. existing work programme item extension), or to fully review and discuss the language in annexes 3 and 4.
Conclusions of the Group
7
The group concluded that of the four options and two variants examined under its terms of reference, Option A (Improve Integrity / Uniform Application) is the best option to address the ship design and safety concerns behind this work programme item without risk of unintended consequences, and should be implemented.
Action Requested of the Sub-Committee

8
The Sub-Committee is invited to consider the information provided in this report, and take action as appropriate, and in particular to:
.1
Endorse the conclusions of the group as described in paragraph 7 that Option A (Improve Integrity / Uniform Application) is the single option that warrants implementation.

.2
Determine an approach to implementing Option A (i.e., new work programme item vs. existing work programme item extension), taking into account the draft proposal of annex 3, if the Sub-Committee agrees that Option A implementation should proceed without further delay.
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