THE 23SECOND
TRANSLATION® OF
TECHNICAL

REQUIREMENTS

Understanding Both
Purposes of Specifications

Technical specifications are an everyday
fact of life in the repair, conversion and con-
struction of ships and offshore equipment. Th
ultimate purpose of specifications is to descri
through words (and the associated drawings)
what the customer wants the contractor to
accomplish.

In vessel repair, unless there is a specifit
tion, the contractor cannot know what the cus
tomer really wants, aside from the generic ve
sel repair specification, 2lt's broke. Fix it.° For
new vessels, the generic specification is equ
vague: 2Build it to last forever and easy to op
ate.® While these generic specifications may

sound extreme, they present to a potential con-

tractor the same problem that many other,
more detailed specifications inadvertently cre-
ate as well.

The contractor is expected to 2translate®
specifications for vessel repair, conversion or
construction, from the written descriptions of
words and drawings, into three-dimensional,
tangible hardware. After all, that is what is ulti-
mately neededba repaired or converted or new
vessel that is tangible hardware. That is, the
contractor has to translate the specifications
from paper into hardware.

But what is often overlooked is that cus-
tomers also want from the contractor another
form of translation of the specifications.
Namely, the customer wants, in advance of the
work, a fixed price for the described work. This
means that the contractor has to accomplish
this other form of translation before commenc-
ing the tangible work. This is the quantitative
translation.

In order to be meaningful, a fixed price for
the contract work, agreed upon in advance, ha

more, Page 4

OWNER FURNISHED

EQUIPMENT

Multiple Opportunities
for Contract Risks

The provision of equipment by vessel own-
ers for incorporation into ship construction or
conversion projects creates multiple opportuni-
ties for contractual difficulties. The avoidance
of these difficulties requires that each of the
potential forms of such risks be adequately
addressed in the contract package. The risks of
owner-furnished equipment (OFE) can arise in
association with each of these topics:

-time of OFE delivery;

- place of OFE delivery:

- exact content of the OFE;

- form of OFE at time of delivery;

- responsibility for vertical integration
of OFE;

- responsibility for horizontal
integration of OFE;

more, Page 3
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THE RISKS OF FPSO CONVERSIONS

Multiple Interests Lead to Challenging Coordination

FPSO conversions from VLCCs topside production/processing equipment is out-
are particularly challenging due to  side a shipyard's usual scope of work but is nev-

the overlapping roles of multiple ertheless sufficiently close to be undertaken.
participants on each side of the con- This challenges the estimating and scheduling
tractual relationships. (FPSO = done by the shipyard especially when the

floating production/storage/off-load- owner-provided equipment has to be integrated
ing.) Fisher Maritime has assisted into the shipyard®©s efforts. The turret, riser con-
several clients, both shipyards and nections, and extensive mooring arrangements
their customers, in projects for the add further challenges to the shipyard©s ordinary
conversion of VLCCs into FPSOs. scope of work. The shipyard also engages multi-
Our work has been in the areas of ple subcontractors, consultants and engineering
contract formation, assistance in entities to assist them.
contract management, and resolu- The success of an FPSO conversion project
tion of contractual disputes. Becauseis dependent on the coordination of the engi-
of this experience with FPSOs in neering, design, material procurement, equip-
particular, coupled with our expert- ment supply, production work and testing out-
ise in ship conversion contracts in  put of all those interest groups, regardless of
general, we understand the complex-which side of the contractual relationship they
ities arising from the multiple inter- are on. Fisher Maritime has assisted participants
ests involved. in such conversions to understand where con-
On the purchaser's side, there are three flicting requirements have to be resolved, where
main groups, each of which wishes to have theiconflicting schedules have to be sorted out, why
perspectives be primary in the conversion. The one party or the other has to bear certain unan-
marine group addresses the hull and machinenticipated costs, which party is reasonably or
conversion; the exploration group focuses on unreasonably interpreting specifications, and
the topside production/processing equipment which party is ultimately responsible for delays.
additions to the vessel, and the operations Although FPSO conversions have many
group addresses the mooring system, turret, risicets unique to such vessels, the fundamental
attachments, and accommodation requirementsprinciples guiding the resolution of potential
There may be inconsistencies between the disputes, as well as the pre-contract quality
objectives of each group. Further, the need to assurance and due diligence requirements, are
coordinate the provision of owner-purchased essentially the same as for other ship conver-
equipment, the use of multiple subcontractors, sion projects. As with all vessel conversion
consultants and engineering specialists makes projects, the key to success is a well-defined
the owner's management of the contracts more specification package. Fisher Maritime provides
challenging than most other forms of vessel  quality assurance and risk-minimization reviews
conversion. of conversion specifications before contract for-
On the shipyard's side, there also are mul-mation. Contact Ken Fisher or Rick DiNapoli
tiple interests. The hull and machinery work, at Fisher Maritime to begin arranging for such
being within the shipyard©s ordinary scope of a review.!
work, is addressed in the normal manner. The
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VLCCs FOR FPSO Owner Furnished Equipment , from Page 1
CO NV E R S I O N S - requirements for testing, commissioning and

grooming of OFE;

The Risks of Multi-Type -warranty claims and warranty administration.
ASSUFﬂptIOI’]S Integration addresses fit of the OFE in terms &f piysical layout,

A vessel owner sold two VLCCs for structural adequacy, electrical service, mecharioahections, fluid
conversion to FPSOs (floating produc-  services, electronic controls, monitoring, alarmsteyns and testing.
tion, storage and off-loading). Although Vertical integration specifically refers to ensugithe fit of the OFE into
they were each over 20 years old, they the existing ship or into the portions of the ship
had been maintained in excellent condi- being provided by the shipbuilder. Horizontal
tion. The seller warranted to the pur- integration specifically refers to ensuring the
chaser that each vessel would not need compatibility of multiple OFE components with
more than 100 tons of steel, and guaran- one another.
teed payment for any steel work in Because the contractor or shipyard is not
excess of that amount that was attributa- automatically vested with integration responsi-
ble to the condition of the vessels. bilities, the contracting party that does have
However, it was later learned that each  such integration responsibilities has to be clear
conversion to the FPSOs required over identified in the contract documents, and has t
1100 tons of steel work, thus placing the be given authority to seek necessary alteration
seller in an unexpected predicament. if there is not a good fit in all those areas.

Fisher Maritime was retained by the Fisher Maritime has often been called upo
seller to analyze why there was such a discrep- to assist in troubled contractual relationships
ancy. Following review of the owner's technical when the owner alleges that the shipyard is cre
practices and the classification rules for both  ating difficulties over the OFE. Sometimes our grak result in the
VLCCs and FPSOs, we were able to advise ourappreciation that the ship owner did not clearlymmate the shipyard
client that the 100-ton amount was predicated to be the OFE integrator, thus causing the integmatprocess to have
only on each vessel going through a classifica- been overlooked. Fisher Maritime then has developed recovery plans to
tion Special Survey for the vessel to remain as aminimize the impacts of the late-assignment of integrator responsibilities.
VLCC. In contrast, nearly all the 1100 tons of In one recent matter, the owner provided a completepulsion
new steel was required to satisfy classification asystem (diesel generators, motors, thrusters, pmaaagement system,
an FPSO that would be on station 15+ years, etc.) for a dynamically-positioned vessel convergimject. The OFE
not as a VLCC that is drydocked every 4-5 vendor's testing and commissioning requirements had not been commu-
years. We then supported our client in subse- nicated to the shipyard. Major schedule problems developed at the end
guent negotiations to resolve that misunder- of the project when the owner's vendor required far more time for test-
standing between the seller and purchaser of ing and certification (several weeks) than the shipyard had been told to
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the VLCCs. allow (several days).
The lesson learned is that a reasonable Fisher Maritime was called in by the shipyard tdphgevelop a
expectation applicable to one vessel type revised schedule that minimized the total delaghEr Maritime then

undergoing conversion may not be a reason- developed an assessment of the impacts on bothaodsschedule that
able expectation applicable to the converted resulted from having overlooked the commissionieguirements. That
vessel type. This observation may also apply toanalysis was used to negotiate a resolution ofglponsibilities for
emergency electrical requirements, fire-sup-  those costs and delays.

pression systems, battery back-up require- Organizations planning to incorporate major OFHritinto a ves-
ments, redundancy of bilge systems, and othersel construction or conversion project should cdesihaving Fisher
safety features. Maritime review the planned acquisitions and delies to ensure that

the risks associated with OFE will be minimized tmdhake certain that
they are wholly compatible with the shipyard©s remttially-defined
responsibilities!
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The Second Translation of Technical Requirements |, from Page 1

to include all the anticipated work. Thus, the approximate number.
contractor has to be able to reliably translate the The specification writer has
specifications into estimated quantities of man- to keep in mind that when asking
hours, material costs, subcontractor costs and for a fixed price bid, the contrac-
schedule days. Only when the specifications are tor has to first translate the speci-
sufficiently clear can such quantitative transla- fications into reasonably close
tions be reliable, and thus included in the fixed quantitative estimates of man-
price bid. hours, material costs, subcontrac-

Thus there is burden on the writers of speci-tor costs and schedule days. Only
fications to provide contractors with sufficient  later does the contractor translate them in to
information to enable a quantitative translation, tangible hardware. Accordingly, specification
so a firm, fixed price can be negotiated and relieavriters should re-examine their writings before
upon. Negative examples of specificationstones sending them out in a bid package, to ensure
that cannot be reasonably translated into quanti- that the specs can be quantitatively translated.

tiestinclude the following. (None of these exam- Often, specification writers are too familiar
ples are fictitious, but we'll keep the identities  with their own specifications to see that they
confidential to prevent embarrassment.) cannot be reasonably translated into those forms
guantities. Fisher Maritime routinely provides
(a) @Vee and weld eroded bottom plate guality assurance and risk-minimization reviews
welds as considered necessary® [tug of major specifications, for both conversions and
boat]. newbuildings, to ensure that all the ambiguities
(b) 2Repair or replace seals and bolts as and vagueness are identified and corrected
needed® [work boat]. before the bid package is released to potential
(c) @Furnish and install suitable lighting in contractors.
all passenger-occupied spaces® [crew In addition to ensuring that the specifica-
boat]. tions can be quantitatively translated, other
(d) 2All work necessary to accomplish forms of ambiguities are resolved by the quality
the specified work shall be deemed to assurance review. A major form of ambiguity
have been specified whether specified often overlooked when specifications are being
or not° [fisheries vessell. drafted is the identification of standards by which
workmanship and/or materials will be judged
How many man-hours and how much acceptable. Contact Fisher Maritime while you
material costs should the contractor have are developing your specifications to find out how

included in its budget for each of those items? such a quality assurance, risk-minimization
Obviously, a contractor cannot know whether it review can be economically arrangéd.
is 10, 100 or 1000 man-hours or any other

New York City+October, 2003
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When do you need US

When you need help with¥s

Fisher Maritime writes contracts, specifications, and complete bid
packages for new construction, conversion, overhaul or repai  r. We
C O ntraCtS also review and revisg draft contracts and spgcs.
Recent contract work included new construction on:
- Class of 4000 ferries - Class of 2200© offshore supply vessels
- Class of anchor handling tugs - Class of well test  vessels

Fisher Maritime consultants are grounded in commerc ial fleet con-
struction and repair, as well as naval repair and ov  erhaul. Fisher

c Maritime provides on-deck project management  services for shipyard
P I'Oj eCt construction and conversion projects.

Recent project:

Management Dispute over $30 million dollar vessel conversion.  Fisher Maritime

took over on-site project management, including the removal of the
unfinished vessel to another facility where work wa s completed.

It takes many forms, from project-phase analysis th rough litigation.
In every situation, we provide accurate assessments  and incontro-
D|Sp ute vertible analyses.

. Recent case: Disputes in pipe-laying barge-conversion project ab  out
ReSO|ut|On work scope, schedule, cost. Fisher Maritme provided on-site project
management oversight, and follow-on expert analysis  and support
before arbitrator.

We support our clients with  construction and repair disputes in state,
- : federal, civil and criminal courts , in every stage of litigation. We can
Lt g ation also help you avoid litigation.

Recent case: Oil company shipowner in $300 million-plus dispute  over
Su pport conversion of offshore vessels. Fisher Maritime analyzed underbid,
currency fluctuation, changes, delay and disruption . Result: complete
court award for our client.

For 28 years, Fisher Maritime Consulting Group has been Because we're experienced naval architects, marine engi-

resolving technical, cost, and schedule issues in shipbuild- neers and project managers, we bring strength and clari-
ing and repair contract disputes. Our clients come from ty of insight to our clients.  Our overriding goal? Fast
every sector of the industry: shipyards, shipowners, third- resolution of contract disputes on the basis of

party vendors, government agencies and private concerns. merit, coupled with good business judgm ent.

800-732-3476 - 973-660-1116
www.fishermaritime.com




2005 Training Programs
North America and England

FISHER MARITIME has been offer-

ing these popular training pro-

grams since 1988, both of which

are scheduled for open-registra-

tion in 2005 on the dates and loca-
tions shown below. Outlines of the programs can be  viewed
on our website www.fishermaritime.com or you may ca Il to
request a detailed brochure via fax or mail.

Each of the programs can be presented on-site at yo ur orga-
nization's facility for seven or more persons at le  ss cost than
sending your staff to an open-registration presenta  tion.
Over 90 organizations in eleven countries have had thes e
programs presented on an in-house basis over the past 14
years. To receive details for arranging an on-site present
of any of the programs listed below, contact us:

tel. 800-732-3476 or 973-660-1116, fax 973-660-1144,
email: email@fishermaritime.com.

ation

C&CM: Contract and Change Management for Ship
Construction, Repair and Design. This 3-day course is designed
for all members of the contract management team for ship
owners, shipyards, design firms, vendors, subcontractors, regu -
latory agencies, whether commercial or government. Senior

and middle management of all those types of organization s

TPEC: The Port Engineer's and Owner's Representativ e's
Course. This 3-day course is designed for shipowner's per-

sonnel who prepare specifications, who accompany th e ship
to the shipyard, and who arrange for new/growth/cha nge
work during contract performance. This course helps  assure

getting maximum value for money spent.

benefit from the 2lessons learned® approach to managing all 2005

contractual commitments. Houston, Texas Wed. - Fri. March 9-11
2005 New Orleans, Louisiana Wed. - Fri. Dec. 14-16

London, U.K. Wed. - Fri. April 6-8

New York, New York Mon. - Wed. May 16-18

Ottawa, Canada Mon. - Wed. September 19-21

London, U.K. Wed. - Fri. October 26-28

Portland, Oregon Mon. - Wed. November 14-16
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