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Greggory B. Mendenhall, Esq.
Sheppard Mullin

30 Rockefeller Plaza

New York, NY 10112-0015

Dear Mr. Mendenhall:

We refer to your letter of October 14, 2011, with its enclosures, by which you requested a United
States buld determination pursuant to 46 C.F.R. § 67.97 for the construction by VT Halter
Marine. Inc. (“Halter) at its shipyard in Pascagoula, Mississippi, of a combination container and
roll-on/roll-off car truck carvier (“ConRo™ or “Vessel”) for Pasha Hawaii Shipping Company
LLC (“Pasha™).

Upon receipt we referred your letter to the Coast Guard’s Naval Architecture Division (“"NAD™)
for review and analysis to assist us in this determination. We did so as well with your subsequent
submissions dated December 20, 2011, and January 30, 2012, which were provided in response
to their and our requests for additional information and clarification. A copy of the NAD report
dated February 10, 2012, has been atiached hereto as Exhibit A in support of this determination.

Halter has been engaged 1o construct the ConRo based upon a design by the Uljanik Shipyard,
Croatia, with certain modifications. As you have stated, Halter intends to purchase from Uljanik
certain three dimensional curvature plates for the construction of the ConRo and foreign
fabricated container Hittings and castings, some of which will be flush to the ConRo’s decks. In
addition, the self loading/unloading container cranes and most outfitting equipment and materials
will be sourced from foreign manufacturers.

Upon delivery, Pasha intends the ConRo to be documented under the United States flag with a
coastwise endorsement entitling it to be operated in the domestic trades of the United States.
Your letter clearly reflects your understanding that, in order for that to occur, the ConRo must be
determined to have been built in the United States and that, in order for that to be the case, its
construction must satisfy both of the requirements of 46 C.F.R. § 67.97; namely:

“ To be considered built in the United States a vessel must meet both of the following criteria:

(a) All major components of its hull and superstructure are fabricated in the United States;
and

(b) The vessel is assembled entirely in the Uniled States.”
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The term “hull™ is defined at 46 C.F.R. § 67.3, in pertinent part, as follows:

“Hull means the sheli, or outer casing, and internal structure below the main deck which
provide both the flotation envelope and structural integrity of the vessel in its normal
operalions...”

The term “superstructure™ is defined at 46 C.F.R. § 67.3 as follows:
“Superstructure means the main deck™ and any other structural part above the main deck.”

*The term “main deck”; as used in the above definition, is not defined by regulation. Because
of the unusual design features of the ConRo, questions arose as to the appropriate deck to be
considered the main deck in this case. For the limited purposes of the findings necessary to
support a determination in this particular case, we believe that issue has been adequately
addressed by paragraphs 2), 7) and 12) of the NAD report.

At the outset, we note that we had some questions concerning your determination of the
Vessel’s lightship steelweight which, without detail, provided an estimate of that weight
which was stated to be 11,600 MT. By our further ¢-mail inquiries dated October 20, 2011,
November 7, 2011, and January 19, 2012, we sought clarification of that issue, as well as
certain other questions raised in the course of our review of your initial submission. You
responded to our inquiries by the submissions referred to above and we have taken those
responses into account herein,

With regard to the Vessel's lightship steelweight:

As already stated, your initial submission stated that weight to be an estimated 11,600 MT
but did not provide detail. We inquired further and your letter of December 20, 2011,
provided detail supporting a revised lightship steelweight of 11,629 MT --- which certainly
bears out the slightly more conservative estimate provided initially. The NAD reviewed the
calculations submitted and concluded, in paragraph 11) of its report, as follows:

“11) Reference (¢) [your submission dated December 20, 2011] provides a ‘hull group’
weight of 11,439 Mions. It is assumed that this is the basic steel weight of hull plating and
stiffeners, and does not include other hull component weights that complete the flotation
envelope: welding rod electrodes (190 Mions), the watertight vehicle door on 06 Deck (6
Mtons), the watertight door portion of the stem quarter ramp (82 Mtons), the three thruster
tunnels (4.7 Mtons total), the stern & rudder tube castings (24.8 Mtons total), and the pilot
doors (not more than 2 Mtons). Therefore our best determination of the discounted steel
weight is 11,748 Mtons (11,538 Ltons), and the 1 }2 percent ‘major component’ weight limit
15 176 Mtons (173 Ltons).”

We will use the NAD’s conclusions as to steelweight for the purposes of this determination.
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With that issue resolved, we tum to your presentation of the foreign material, foreign
fabricated components and equipment and outfitting components proposed to be used to
construct and assemble the ConRo at Halter’s shipyard in Pascagoula.

(i) Steel Plate and Bulb Flats

You have indicated that Halter intends to procure steel plate, T-beams and flat bar from
domestic U.S. supptiers and steel bulb flats and rectanguiar tubing from both demestic and
foreign supphers --- all of which will be sourced in standard sizes and shapes from the
producing mills. With the exception of certain compound curvature plates, which will be
considered below, all fabrication and assembly of those materials will take place in
Pascagoula.

It has been well-established that foreign steel, in standard mill shapes, may be used without
ltmitation in the construction of a vessel deemed built in the U.S. However, fabrication has
always been deemed to include any processes that create unique parts, such as marking,
cutting, drilling, beveling, shaping or bending. In that regard, the Coast Guard has long
permitied foreign manufactured steel plates, angles, flat bars, T-bars and bulb flats to be used
in the construction of a vessel withoul compromising its coastwise eligibility.

You correctly recognized, however, that the bending and shaping of compound curvature
plates would constitute fabrication and, as such, the incorporation of those plates into the

vessel, even if done in Pascagoula, requires separate consideration.

(ii) Foreign Fabricated Components of the Hull and Superstructure

Enclosure (2) to your initial submisston set forth in table form certain components of the hull
superstructure which were to be fabricated foreign and included the weights of those items.
[n response to questions raised by our inquiry of November 7, 2011, you then revised
upwards the weights of certain items (¢.g. bow and stern thruster tunnel sections and flush
container deck fittings) and noted that, due to cost and schedule constraints, Halter has
elecied to fabricate certain other items (manhole covers) at its facilities in the United States.
The revised table of those items and their weights was provided as Attachment B to your
letter of December 20, 2011. Based upon that revised information, and taking into account
the comments offered by the NAD in paragraph 8) of their report, the total weight of those
foreign-fabricated components is well less than 176 Mtons, or 1.5% of the Vessel’s lightship
steelweight. This conclusion assumes the inclusion of 112 Mtons attributed to the foreign
fabrication of certain compound curvature hull plates, as addressed in paragraph 8) f) of the
NAD report and allows more than adequate margin for inclusion of the pilot doors referred to
in paragraph 10) of the NAD report, if intended to be foreign-fabricated. [We note that, with
regard to the stern quarter ramp (82 Mtons), paragraph 8) f) may have overlooked the fact
that, in accordance with your initial submission dated October 14, 2011, “the entire quarter
ramp/door and systems will be fabricated by MacGregor in the United States and installed on
the ConRo by Halter at its Pascagoula shipyard.” See (iv), below. Assuming that to be the
case, the tonnage attributable to it would not need to have been included in your revised
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table, leaving adequate margin for inclusion of the stated amount of compound curvature huil
plates, even taking into account the minimal tonnage possibly attributable to the pilot doors.]

Finally, we also note that your initiai submission indicated that you have built into your
construction plan the flexibility to reduce the number of compound curvature hull plates to be
fabricated overseas in order to control for any unintended or unanticipated overages in the
estimated weights,

(ii1) Foreign Fabricated Equipment and Qutfitting Components

Halter also proposes to utilize certain units and sub-assemblies of equipment and outfitting in
the construction of the ConRo which are free-standing, self-supporting and independent of
the Vessel’s structure. Your initial submission included Enclosure (5) to itemize that
equipment and outfit.

With respect to all those items which meet the description of being “free-standing, self-
supporting and independent of the Vessel’s structure™, which most of those items appear to
be, it 1s well-established by past determinations {among them those cited by your letter), as
well as past Court rulings (see, Philadelphia Metal Trades Council v. Allen and Aker
Philadeiphia Shipyard. Inc., 2008 WL 4003380 (USDC, EDPA) August 21, 2008)) that the
“assembled entirely” prong of the regulatory test for vessels to be considered built in the
United States {46 C.F.R. § 67.97(b)) applies to the assembly of the vessel in the United States
and does not require the assembly in the United States of every part or component of the
vessel. Consequently, provided that the items listed are assembled into the Vessel at Halter's
shipyard in the United States the Vessel’s status as built in the United States will not be
adversely affected.

[t appears that the only item that has been included in Enclosure (5) which would have
structural implications (we refer to ltem 210, Formed Plates ~ Curvatures), has been factored
into the “fabricated” prong of the reguiatory test (46 C.F.R. § 67.97(a)), as is appropriate.

(iv)Cargo Quarter Ramp/Door

The fabrication and installation of the quarter ramp/door system, among other matters, were
discussed in a telephone conference call on October 6, 2011. By your letter of October 14,
2011, subsequent to that call, your client has elected to have the entire system fabricated in
the United States and instailed on the ConRo by Halter at its Pascagoula shipyard.
Consequently, this aspect of the ConRo’s construction presents no U.S. build issues requiring
further consideration.

(v) Cargo Self Loading/Unloading Container Cranes

All aspects of the two cranes and crane installations which are integral to the ConRo’s huil or
superstructure --- their below deck foundations and support structures --- will be constructed,
fabricated and assembled by Halter at their Pascagoula shipyard. Although the cranes
themselves and their intermediate foundations (which serve the function of extending the



16713/5/2

February 22, 2012
cranes to the correct vertical height but are not integral to the hull or superstructure) will be
fabricated overseas, these assemblies --- outfitting items and not components of the hull or
superstructure --- will be instalied in the ConRo at Pascagoula. As described, this process for
the foreign manufacture of cranes which are assembled into a vessel in the United States on
foundations and supports integral to the vessel’s hull or superstructure which are themselves
fabricated and constructed as part of the vessel in the United States, is consistent with past
Coast Guard determinations on the subject and will not implicate the ConRo’s U.S. build
status,

Based upon all of the foregoing, and provided that construction is accomplished consistent
with the parameters which govern these findings, we contirm that construction of the ConRo
as described will not adversely aflfect its eligibility to be documented with a coastwise
endorsement and employed in the coastwise trades of the United States.

Sincerely,

\

y USCG Retired
Dire
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MEMORANDUM _
From: Jaideep SIRKAR &?@LM Wf(" Replylo  CG-5212

Chief, Naval Architecture Division (CG-5212) Attn of: (202) 372-1366
To: National Vessel Documentation Center
Subj:  Halter Pasha ConRo vessel - Preliminary U.S. Build Determination request

Refs:  (a) D. Cameron (NVDC) e-mail of 17 Oct 2011, to T. Jordan (CG-5212)
(b) G. Mendenhall (Sheppard-Mullin) e-mails of 14 Oct 2011, 10 D. Cameron (NVDC}, with
altachmen(s

(c) Sheppard-Mullin (Mendenhall) letter of 20 Dec 201 1, with attachments.

(@) G. Mendenhall (Sheppard-Mullin) e-mail of 30 Jan 2012, to D. Cameron (NVDC), with
atlachments

1) As discussed per reference (a), reference (b) submitted a request for a U.S. build determination for a
new combination container/roll-on/roll-off vehicle carrier (referred to as the “ConRo™ vessel). The
owoer, Pasha Hawaii Shipping Company, intends to construct the vessel in an American shipyard, but
some components will be foreign-sourced. Therefore, the owner is requesting clarification and
confirmation that the vessel will be eligible for domestic trading. We subsequently requested additional
information, which was provided per references (¢) and (d).

2) In addition to our normal review of this nature, reference (c) requests guidance whetber Deck No. 3 or
No. 6 is the “main deck” for purposes of defining the vessel’s superstructure, and whether or not the steel
weight of the stern quarter ramp door should be included in the steel weight of the vesse] for purposes of
the U.S. build determination.

Description of vessel and foreign-source hull/superstructure components

3) The subject vessel is a 691 ft x 106 ft x 44 ft combination roll-on/roil-off (RO/RO) vehicle carrier and
containership. It is a European design that will be built in the United States by VT Halter Marine, and
classed by Det Norske Veritas (DNV).

4) General arrangements. The 03 Deck is the freeboard deck. However, it is completely enclosed by a
full length/full breadth superstructure, so the exposed weather deck is actually the superstructure deck.'
Above the superstructure deck is a 300-foot-long, multi-deck vehicle garage. The crew accommodations
and navigation bridge are located on the forward end of the vehicle garage.

5) Cargo loading and stowage arrangements: there are three vehicle decks within the bull/superstructure,
and seven vehicle decks in the garage. Vebicle loading will be accomplished via a stern quarter ramp at
the afi end of the 03 Deck; from there, intermal ramps provide access (o the lower vehicle decks within the
hull and vpper vehicle decks in the garage. There is also a vetucle door on the forward side of the vehicle
garage on the 06 Deck. The primary above-deck container stowage area will be on the exterior 06 Deck
forward of the vehicle garage; some coatainers can also be carried betow deck on the 03 Deck.

'"The enclosed superstructure js 8.19 m high; the superstructure deck is designated as the 06 Deck (there are no
intermediate 04 or 05 Decks). Load line regulations require that openings into an enclosed superstructure be
protected by weathertight closures (such as doors) or structures (such as deckhouses or companionways).
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6) Foreign-source hull and superstructure components: stet tube & rudder tube castings, vehicle doors,
and thruster tunnels will be foreign-manufactured and shipped to the U.S. for installation by the shipyard.
The yard wili also use foreign-fabricaied “compound curved™ hull plates to the extent allowed by the
“major component” weight limit. The weighis of these components are discussed more completely
below,

Basis of our review per 46 CFR 67.3

7) With respect to the definitions of “hufl " and “superstructure ” in 46 CFR 67.3, and consistent with our
previous reviews of this nature:

a) We consider any door, companionway, or hatch cover, and 1ts coaming or sill, to be an essential
part of the “floatation envelope™ of the hull if load line regulations require it to be weathertight or
watertight. In general, this includes weather-exposed doors and batches (and coamings) on the
lower tiers of a superstructure or deckhouse (but excludes such doors and hatch covers on higher
tiers, and interor doors). However, the floatation envelope does not in include internal bulkheads
or partitions that only serve as non-load-beanng walertight boundaries;

b) We consider thruster tunncls and seachests to be part of the floatation envelope of the huli;
¢) We consider hull castings (propeller, rudder, stem, stem) to be structural components of the hull;

d) We consider “superstructure” to inctude deckhouses and pilothouses, but not breakwaters, crane
or mast houses, or ventilaiion or exhaust trunks (these being “outfitting” componenis); and

¢) Woc consider any component 10 be pan of the vessel’s “structural integnity” if it is essential to the
overall longitudinal/transverse strength of the hull, superstructure, or deckhouse. In general, this
includes hull plating, exterior superstructure and deckhouse plating (and associaled stiffeners),
decks, and intemal load-bearing bulkheads and columns (but excludes non-load-bearing
bulkheads that essentially only serve to partition interior spaces). This also includes load-bearing
foundations and reinforcements of hull, deck, or superstructure in way of cargo handling or
stowage arrangements.

Review of the “Revised Table of Foreign Fabricated Components™

8) This table lists varous foreign-fabricated components, some of which are marked in the discounted
steel weight column. We offer the following comments:

a) 06 Deck vehicle door fltern 4, at 6 Mtons): We note that the Revised Table does not include this
door in the discounted weight column. However, it is part of the weathertight structure that is
required by load lines to protect the open intemal ramp leading down into the enclosed supersiruciure.
Therefore, it must be included in the discounted steel weight;

b) Rampway door between (02 and 03 Decks (frem 2, ar 6 Mrons)- This is an internal door that s not
subject to load hime regulations and therefore need not be included in either the discounted steel
weilght or the foreign source weight:

c) Bow & stern thrusters (ltems 9 & {0, ar 1.536 Mions ea); Two bow thrusters and one stern thruster
will be jnstatled. The thruster tunnels will be fabricated and furnished by Halter except fora 1.5 m
section that is integral to the thruster unit itself, which will be foreign manufactured;

d) Container fittings (ftems 11 thru 15 ar 14.88 Mions total): We note that the Revised Table
includes the flush-deck container fittings on the 03 Deck in the discount steel weight column.
However, because this deck is protected by a fully enclosed weathertight superstructure, load line
regulations do not require these fittings to be weathertight themselves. Therefore, they are considered
to be cargo stowage fittings, and should not be included in the discount steel weight;

e) Cargo crane pedestals ({tem 16, at 5.91 Mions): We consider these part of the cargo handling
equipment, and theretore we cancur that these should not be included in the discount steel weight;



Subj: Preliminary U.S. Build Determianation for 16713
Halter ConRo Vessel IFebruary 10, 2012

) “Compound curve” hull plates (ltem 17 in the Revised Table. ai 112 Mions): The shipyard
intends to procure rolled hull plates from foreign sources, up to the “major weight” limit. However,
because the Revised Table does not include the proportional weight of the stern guarter ramp (82
Mtons}, or the two pilot doors, the remaining “major component™ weight margin for (the compound
curve hull plates 1s considerably less than 112 Mtons.

Other review comments

9) Stern quarter ramp door (U S. mamyfacture). This opening (o the enciosed supersiructure 1s subject (o
load lines. The ramp is designed such that, when hoisted and locked into its stowed position, it also
closes off the vehicle port. Although the total ramp weight is reported 10 be 180 Mtons, we consider that
only the proportional weight of the ramp section that accomplishes the weathertight closure should be
included n the discounied steel weight. This portion is reported n reference (¢) as 82 Mions.

10} Pilot doors (source unknown): There are (wo pilot doors on the 03 Deck, which are not mentioned in
any submitials. Because load line regulations require them to be at least weathertight, they need 1o be
included in the discounted stee} weight; and if they are of foreign manufacture, then they need to also be
included in the foreign component weight table. From previous reviews of this nature, we expect that the
weight of such doors would not exceed 1,000 kg cach.

Discounted steel weight and “major component” weight limit

11) Reference (¢) provides a “hull group™ weight of 11,439 Mtons. 1t is assumed that this is the basic
steel weight of hull plating and stiffeners, and does not include other hull component weights that
complete the floatation envelape: welding rod electrodes (190 Mtons), the watertight vehicle door on
06 Deck (6 Mions), the watertight door portion of the stern quarter ramp (82 Mtons), the three thruster
tunnels (4.7 Mions total), the stemm & rudder tube castings (24.8 Mtons 101al), and the pilot doors (not
more than 2 Mtons). Therefore, our best determination of the discounied steel weight is 11,748 Mtons
(11,538 Lions), and the 1% percent “major component” weight imit 1s 176 Mtons (173 Lions).

12) Cther comments: Reference (¢) requested guidance on determining whether the 03 Deck or 06 Deck
is the “main deck” for purposes of defining the vessel’s superstructure. We note that, although this term is
used in 46 CFR 67.3 in the definitions of “hull” and “superstructure,” the term itself is not defined.
However, we believe that our review basis per paragrapb (7) above provides sufficient guidance to
identify the appropriate strucrural and “floatation envelope” componenis.

Conclusion

13) We do not believe it is necessary for the owner Lo submit a revised foreign fabncated weight table at
this time, provided that their final weight submittal takes into consideration our comments above.

14) If you have any questions, please contact me or Mr. Thomas JORDAN at the above.

#



