DEFINITION vs.
CONTROVERSY IN
SHIP REPAIR AND
CONSTRUCTION
Which do you prefer?

The development of specifications for ship
repair and conversion is challenging, especially
for those items that are unique to the anticipated
project. Sometimes, without the benefit of past
experience for the same item, it is hard for the
vessel ownerss staff to know how the language c
the specification will be interpreted by the ship-
yard. Ambiguities are the problem. The vessel
ownerss staff reads the specification one way, an
the shipyard interprets the same words to mean
something else. If ambiguities are the problem,
definitions are most of the solution.

Definitions versus controversy: which do
you prefer? The question in the title of this arti-
cle is, of course, almost nonsensical. Given an
opportunity to choose between definitions or
controversy, professionals in the marine industry
would (we like to think) chose definitions over
controversy. But examination of many ship
repair, conversion and construction specifica-
tions leads to the observation that, perhaps inad-
vertently, controversy has been selected instead.
Here are some examples from which appropriate
lessons can be learned and applied to the specifi-
cations for your next project.

Electronically Transmitted Drawings: A
shipyard, commencing to construct a large ves-
sel, arranged with the vessel purchaserss staff to
receive electronically the entire set of contract
drawings, from which the shipyard would pro-
ceed to develop the design details as needed for
construction. The drawings were duly received
electronically. But the format of the drawings
was not as a CAD file, which could be utilized by
the shipyard. The drawings were PDF files, which
are essentially just epicturese, not files that can be
altered. Those e«electronice files were no more
useful than if the shipyard had received paper
printed drawings. Lesson to be learned: Define

more, Page 2

Hurricane Losses

A large part of the U.S. maritime and
offshore industry is located on the shores
and waters of the Gulf of Mexico, which
generally sustained immense damage dur-
ing hurricanes Katrina and Rita earlier this
year. Many of our colleagues, friends and
their fellow employees suffered personal
as well as business losses due to the forceg
and waters of those hurricanes. We wish
them all a speedy and full recovery as
appropriate, and join with them in mourn-
ing the losses from which recovery is not
possible.
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Definition vs. Controversy,

eelectronice with greater precision, so there is no misumde
standing as to the form in which the information will be
transmitted and received.

Renew:Due to grounding in a channel, the rudder of a
ship was damaged. The repair specification called for thepsh
yard to srenewZ the rudder. What is meant by srenewZ? The
ship ownerss representative rejected the shipyardss repathe
rudder, stating that srenewZ meant to build a new one; where-
as the shipyard said renew meant to make the old one func-
tion like new by repairing it, making new only the damaged
portions. Perhaps the ship ownerss idea would have been bet-
ter expressed by stating that the shipyard was to sreplaceth
rudder with one of all new materials.Z

Pressure Test of Hydraulic Piping: A hydraulic piping
system was installed, with the specifications calling forpaes-
sure test to confirm the integrity of the piping joints.

However, that specification did not define the nature andpg
of test. A dispute arose as to what medium was to be used to
create the pressure: air, water or hydraulic oil. A naive oems
representative argued that hydraulic oil should have been
used. But the shipyard pointed out that if there was any leak,
it would be detected (unfortunately) by seeing oil spray ont
nearby fittings and equipment (hopefully without a resulta
fire). On the other hand, if water is used for pressure tests,
contamination of the subsequently used hydraulic oil may
result. Perhaps a combination of air test (with soap solutio
on the exterior of joints) followed by an oil pressure test nya
be the preferred solution. Other possibilities exist, todlore

to the point, a specification requiring tests should indita the
testing mechanism. Otherwise it can be expected that a con-
tractor will select the least-cost solution for the test. Rd on
for another example.

Generator Load Test: A specification called for the
replacement of a ships service diesel generator, with subse
guent testing to confirm proper operation and controls. The
means and extent of testing were not defined. After installa
tion, the shipyard sought to test the SSDG using shipes equip
ment for the electrical load. The vesselss chief engineemnad
as the port engineer would not allow that; they expected that
the shipyard would use a test load bank instead. The shipyard
pointed out that because the specification did not mention a
load bank, the rental of one was not included in the bid. This
problem involving both cost and delay would have been
avoidable if the means of the test was defined. Again, thisswa
an opportunity for the ship owner to appreciate that the con-
tractor would select a least-cost solution unless the sfem-
tion clearly required otherwise.
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What is New? A shipbuilder committed to constructing
several new vessels, each of which was to include an item of
procured special equipment. The vessels were produced,
including the items of special equipment; but the vessel
owner complained that those items were not new. The ship-
builder pointed out that the items were new, as evidenced by
the fact that they had never been used, never installed on any
other vessel, and had arrived at the shipyard in their original
packing crates. The problem, as perceived by the owner, was
that they were manufactured over 20 years earlier, but had
never been sold by the supplier, only warehoused. To exclude
the possibility of such event recuning, an owner can spBci
that all materials and equipment being used eshall be new
and manufactured not more than [number] years prior to
installation.Z

Interpretation of Rules: Some ship owners want to
obtain the benefit of having their new vessel constructed to
the standards of a classification organization, but do notsk
to pay the fees of the organization that are incurred in granting
the vessel classification status. In those instances, tha-c
struction specification states something like, <All workamn-
ship accomplished and all materials and equipment supplied
and incorporated into the vessel shall conform to the clafsi
cation rules of the [name of classification organizatio].But
without the direct involvement of the classification orgdma-
tion, the debate that inevitably ensues, of course, centers
whose interpretation of those rules will apply: the shipydror
the owner? This form of dispute is completely predictable
when an owner
attempts to get some-
thing for nothing.

Even if the owner

does not intend to

maintain the vessel

in class after delivery,

there is nothing bar-

ring the construction

and delivery of it in

class, as determined

by the classification organization. This assures a certénel
of design, workmanship and material selection consistent
with classification rules, but requires that the classifiion
organization be duly involved during construction and deft
ery. Simply, there is no shortcut to obtaining the benefitf o
classification.

Oxymoron: Ambiguous Specifications: Grammatically,
the phrase *ambiguous specificationsZ is an oxymoron,

more, Page 4
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Seven Signs of a
Troubled Project

What are the key signs that a ship or
offshore conversion or construction
project is in trouble?

Check off all of the following that apply to your cur-
rent or recent contract. Then determine the health of
the contract is by using the scoring procedure in the
next column.

The contract work got off to a very slow start.

Equipment ordering or detail design has fallen
far behind schedule.

Subcontracted work is being assigned late or
falling behind schedule.

The owner-furnished equipment/information is
arriving late or incomplete.

Numerous alleged changes have not been
negotiated or agreed-upon.

The contractor and/or owner is having cash
liquidity problems.

The owner continues to request substantial
changes late in the project.

The Health and Outlook of Your Project

Scoring: How many signs did you check as applicable
to your current or recent contract?

ONE OR TWO: The contract is not really troubled, but the
situation can deteriorate rapidly if both parties do not man-
tain good contract management practices.

THREE: The contract is beginning to experience potentially
significant troubles. However the impact can be minimized
by avoiding the need to address further requests for changes
resolving or canceling unauthorized changes, and pushing
for open communications with the other party.

FOUR: The troubles are not just potential; theyere quiteeal.
Contract overruns of cost and schedule are almost certain,
but can be minimized by application of proven contract
management practices by both parties. Donst hesitate to
bring in outside contract management support (nojust proj-
ect managers) to support your position.(In other words,
contact Fisher Maritime.)

FIVE: Definitely call in the contract management experts,
Fisher Maritime, first, to stabilize the rapidly deteriorating
contractual relationships, second, to identify the meansdr
rescuing the remainder of the project, and third, to start do-
umentation for the potential post-delivery claims and
counter-claims.

SIX: Call in the lawyers, too. Therees a strong potential for
one party or the other to allege contractual default. Legal
counsel will help minimize that possibility or help you
respond to it if it occurs.

SEVEN: Dive for cover! The contract is collapsing, and the
project may never get completed under the current contrat

Only the experts (Fisher Maritime) and lawyers will be able

to sort out this catastrophe. Litigation or arbitration is likdy if

mediation fails.

© 2004 Fisher Maritime Consulting Group






2006 Training Programs
North America, England and Australia

FISHER MARITIME has been offer-

ing these popular training pro-

grams since 1988, both of which

are scheduled for open-registra-

tion in 2006 on the dates and loca-

tions shown below. Outlines of the
programs can be viewed on our website www.fishermar-
itime.com or you may call to request a detailed brochure via
fax or mail.

Each of the programs can be presented on-site at your orga-
nizationes facility for seven or more persons at less costth an
sending your staff to an open-registration presentation.

Over 95 organizations in fourteen countries have ha  d these
programs presented on an in-house basis over the past1 5
years. To receive details for arranging an on-site pres entation
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.

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 fors  hip
owners, shipyards, design firms, vendors, subcontra ctors, regu-
latory agencies, whether commercial or government.  Senior
and middle management of all those types of organizatio ns

TPEC: The Port Engineeres and Ownerss Representativees
Course. This 3-day course is designed for shipowneres per-
sonnel who prepare specifications, who accompany the ship
to the shipyard, and who arrange for new/growth/change
work during contract performance. This course helps assure
getting maximum value for money spent.

benefit from the elessons learnedZ approach to managin g all 2006
contractual commitments. Tampa, Florida Mon.-Wed. Apr. 10-12

2006 Houston, TX Wed.-Fri. Nov. 15-17
Annapolis Wed. - Fri. Mar. 8-10
London, U.K. Wed. - Fri. Apr. 5-7 SMCC: Shipyard Management of the Customer and
Melbourne, Australia Wed. - Fri. Aug. 2-4 Contract. This 2-day course for project managers, produc-
Vancouver, Canada Wed. - Fri. Sept. 6-8 tion supervisors, estimators and planners is the only train  ing
London, U.K. Wed. - Fri. Oct. 18-20 program specifically developed for mid-level managers of

shipyards and subcontractors. Presented in-house only.
Contact Fisher Maritime for details.
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