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Dear Mr. Waldron:

We refer to yvour letter of February 23, 2012, with its enclosures, by which you requested a
United States build determination pursuant to 46 C.F.R. § 67.97 concerning the construction of
two new aframax tankers (the “Vessel” or "Vessels”) with certain foreign-built componeats. The
Vessels are to be built for SeaRiver Maritime. Inc. by Aker Philadelphia Shipyard, Inc. ("APSI™)
at its shipyard in Philadelphia, Pennsylvania.

Upon receipt we referred your letter to the Coast Guard’s Naval Architecture Division ("NAD™).
as has become our customary practice. in order to benefit from their review and analysis in
making the determination requested. We did so as well with your subsequent submissions dated
March 3, 2012, and March 23, 2012, which were submitted in response to our requests for
additional information. A copy of the NAD report, dated April 4, 2012, has been attached hereto
as Exhibit A in support of this determination.

You have requested that we confirm that the use of the identified foreign-built components will
not adversely affect the coastwise eligibility of the Vessels. The applicable standards which must
be met in order for the Vessels to be deemed to have been built in the United States, and
consequently, eligible for a coastwise endorsement entitling them to be operated in the domestic
trades of the United States, are set forth at 46 C.F.R. § 67.97 which establishes two criteria, both
of which must be met, as follows:

“To be constdered 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 United States.”™

The term “hull™ is defined at 46 C.F.R. § 67.3, in pertinent part. as follows:
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“Hull " means the shell, 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
operations...”

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.”

Foreign Fabricated Components of the Hull or Superstructure

The first criterion of the test, at subparagraph (a) of 46 C.F.R. § 67.97, requires a
determination whether any major component of the Vessel's hull or superstructure will not
be fabricated in the United States. The customary standard applied in such determinations is
to assess whether or not the combined weight of components of the hull or superstructure
which are proposed to be fabricated overseas would exceed 1 2 percent of the Vessel's
discounted lightship steelweight. If so, 1t would be deemed to constitute the fabrication of
major components outside of the United States. Consequently. the Vessel's discounted
lightship steelweight must first be established.

At our request. you submiited supplemental information by e-mail dated March 5, 2012, to
clarify more precisely the weight offered in your initial submission as the basis for your
application of approximately 16,000 metric tons. That supplemental information confirmed a
slightly lower true weight of 15,889 metric tons, as your e-mail accompanying it indicated.
The NAD's best determination of the discounted lightship steelweight was 15,924.6 metric
tons. We will use the NAD's slightly lower estimation of weight than your initial
approximation for the purposes of this determination but, as will be seen below. the very
slight reduction from 16,000 metric tons will have no material impact on the percentage of
that weight that foreign fabricated components represent.

The total weight of foreign fabricated components of the hull or superstructure (which. in this
case. will consist of stern bulb (43.0 mt), bulbous bow (69.0 mt), T-bar structural members
(28.0 mt) and watertight closures (25.56 mt)) will amount to approximately 165.6 mt, or
approximately 1.0 percent (1.039 percent) of the discounted steelweight, for the first Vessel.
Because all T-bar structural members for the second Vessel will be fabricated in the United
States, as your submissions have indicated. the total weight of foreign fabricated
components, and the resultant percentage, will be even lower for that Vessel.

Rudder Horn and Mounting Plates

You have also inquired about the foreign fabrication of a single rudder horn and mounting
plates that will be installed on each Vessel, each consisting of approximately 20.0 mt of
casting and 5.0 mt of mounting plates formed from steel plate. Relying upon past rulings that
have found that such items are not integral parts of the hull. you have not included them in
the calculation of the above percentages. As the review by the NAD has confirmed that the
rudder horn and mounting plates proposed to be used in this particular case create a non-
structural appendage, we concur that those weights need not be included.
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Use of Shipbuilding Angles

You have indicated that APS] proposes to use certain “shipbuilding angies”, also referred to
as “inverted angles” or “unequal angles™, which are “off the shelf™ products obtained from
foreign steelmakers in standard widths, lengths and shapes and not custom designed in any
way for use in these Vessels or any particular vessel or line of vessels. As your supplemental
e-mail of March 23, 2012, reaffirmed. the shipbuilding angles intended for use in this case
“do not differ in any way” from the ones used in the case of the Veteran Class MT-46 tankers
produced by APSI and approved. in that instance. by determination letter dated May 24,
2006.

The Coast Guard has long held that there is ne regulatory or statutory limit on the amount of
foreign materials. such as steel. which may be used in the construction of a vessel considered
to be built in the United States provided that the steel has not been worked in any way and
that 1t is imported in standard shapes and sizes as produced at the mill. That appears 10 be the
case here. as it was delermined to have been in the case of the tankers referred to.

Machinery Modules

APSI also proposes to use certain foreign-assembled engine room equipment modules
consisting of primary equipment and connection piping, valves, and local elecirical controls.
These modules are to be mounted on a foundation that is subsequently welded or bolted to
the deck or bulkhead of the Vessels. The modules themseives will be attached to the Vessels
at APSI’s shipyard in Philadelphia. In light of past determinations where this process has
been considered, including in connection with the tankers referred to above which were the
subject of the decision in Philadelphia Metal Trades Council v. Allen, 2008 WL 4003380
9E.D. Pa. (August 21, 2008), we do not find that the second criterion of the test for vessels
deemed to have been built in the United States. at subparagraph (b) of 46 C.F.R. § 67.97. is
negatively implicated by the use of these foreign-assembled modules.

% * *

Based upon all of the foregoing, and provided that actual construction is consistent with the
parameters and considerations which govern these findings, we confirm that construction of
the Vessels as described will not adversely affect their eligibility to be documented with
coastwise endorsements and employed in the domestic trades of the United States.

Sincerely.

Director



