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PROCEEDI NGS
10: 25 a. m
Wher eupon,
PETER RANDALL
havi ng been first duly sworn, was called as a w tness
herein and was exam ned and testified as foll ows:

MR. CURTIS: Good norning. It's June 12,
2003 and the tinme is approximtely 10:25. W're here
this norning to interview M. Peter Randall, vice
presi dent of Environmental and Regul atory Affairs. |Is
t hat correct, Peter?

THE W TNESS: Correct.

MR. ROTH ROFFY: We're here to interview M.
Randal | for any information he may have that may hel p
us in the investigation of the SS Norway -- the
accident that occurred on May 25, 2003.

M. Randall, the intent of the NISB, Nationa
Transportation Safety Board investigation is not |egal,
it is only safety oriented, to find out what happened.

Qur intent is not to assess blame to party or person,
just to find out what happened and hopeful |y prevent
this from happeni ng agai n.

At this time I'd like to go around the table
and al so, for those that are with us telephonically, to
identify thensel ves and the organi zation to which
they're attached. I'mBrian Curtis with the Nati onal
Transportation Safety Board and I'd Iike to go around
t he table now

MR. LAMBERT: M chel Lanbert from Bureau
Veritas, head office in Paris.

MR SALE: I'mJon Sale, I"'mM. Randall's
personal counsel, attorney.

MR. PAILLACAR. Carlos Paillacar, U S. Coast
GQuard, M am.

MR MASE: |I'mCurtis Mase, I'ma lawer with
the law firmof Mase & Gassenheiner. | represent M.
Randal |l in his capacity as an enpl oyee of NCL.

MR. HI SLOP: Kevin Hislop, consultant with
London O fshore Consultants, representing the Bahamas
Maritime Authority.

MR. LEHRER: Richard Lehrer, along with M.
Mase, on behalf of M. Randall.

MR. OLSEN: Ken d sen, Coast Guard
Washi ngton, D.C.

MR. CURTIS: And for those in Washington, if
you coul d go ahead and identify yoursel ves?

MR. WALSH: Ji m Wal sh, Nati ona
Transportation Safety Board.
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MR. MASE: As we begin, I'mgoing to state
sonmething for the record and if | could just interrupt
briefly--

MR. CURTIS: Any tine you have any input into
the interview, could you just identify yourself?

MR MASE: Sure.

MR CURTIS: So as we go around the table

here we'll know who said what, as well as if you have
any questions as we go around, if you could just hold
your questions until it's your turn again, that was it

just makes for a cleaner interview and transcription
process. M. Mse?

MR. MASE: Absolutely. 1'mCurtis Mase, once
again. This norning | have articul ated concerns prior
to this interviewto both Bob Ford and to Commander
Goodrich with respect to the interview process up to
this point, in particular, M. Osen's participation in
t hat process.

| explained to themin great detail and I
don't want to belabor it on this record what ny
concerns and the concerns really of NCL are. On ny
instruction, M. Randall will not answer any questions
fromM. Osen on the basis of those concerns, nor wll
any ot her NCL enpl oyee going forward for the remainder
of the investigation.

MR CURTIS: Ckay. |1'd just like to go off
the record for a nonent and consult with the
i nvestigator in charge.

MR. MASE: You're welcone to take a nonment to
reconnoiter. | think it fairness you need to hear
this. These concerns have been raised formally to the
-- | don't know the precise the title of Captain Karr,
a couple of tines in letters, they' ve been raised to
M. Ford and |'ve tal ked to Commander Goodri ch.

MR CURTIS: W'IIl just go off the record
not .

(A brief recess was taken.)
MR. CURTIS: W're back on the record again.
We took roughly a ten-m nute pause there, it's 10: 35.
Are you ready to get started?
THE W TNESS: Sure.
EXAM NATI ON

BY MR CURTI S:

Q Could we just get fromyou a background,
background i nformation, education?

A | went to the Coast Guard Acadeny, majored in
mat hematics, BS with a major in mathematics. Went
engi neering afloat and qualified as a deck officer,
when through all the student engineering early. \Wen
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left the ship | was the acting EO

| went to Merchant Marine Technical in New
Oleans. | worked in machinery and electrical, did al
the automation plan review there. Got involved with
boiler failures there on the tankers being built at
Avendal e.

Q If you could fill in some rough dates as we
go along here, too, just to get a tine frane.
A Merchant marine technical was '78 to ' 81,

then from'81 to '83 | went to Tulane, got ny Master's
Degree in electrical engineering for the Coast CGuard.

Fromthere I went to Washington, was in
Marine Technical and Hazardous Material Division in the
engi neering branch, electrical section, then special
projects, all automation, | wote the automation
regulations in the CFR and | was involved with a | ot of
the other stuff.

Fromthere I went to MSO G oup Phil adel phia
when it was creat ed.

Q That was in?

A In "88. W rked in inspections, becane a
marine inspector, investigator. Let me back up sone.
Wth regard to these investigations, when | was in New
Ol eans Technical | did a lot of field work out of
Technical at the tine, I was the |lead investigator for
a Coast Cuard NTSB Board on the (inaudible) where there
were 12 deaths in an explosion. | got called in on
casual ties back then, the sanme thing at headquarters.

Phi | adel phia, same thing. | basically worked
inthe field as an inspector and investigator. Left
t here, supervisor in Baton Rouge, safety detachnent
there, did inspections every day, pollution response,
energency response and ran the unit there for two
years.

Went back to Phil adel phia, port operations,
port state control, set up the port state control
programin Phil adel phia. Then went fromchief of port
operations, | was the senior inspector for the break
outs for Desert Shield and Desert Storm did five
shifts, Wight, Scan Lake, Pride and worked w th John

Schrinner (phonetic) on the -- | was |ead on the
Cal |l ahan when | was relieved fromthere to go back to
Phi | adel phi a.

Q And that was roughly?

A "90. | was -- anyway, back in Phil adel phia,

chief of port ops, set up the port state control
program Fromthere, went to XO and the MSO G oup.
Retired fromthere in '96, Novenber '96. Becane the
private superintendent for the conversion of the Cape
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May for conversion of ferries.

Spent the better part of the next two and a
hal f years in the shipyards down in Norfolk, Virginia
as the owner's rep and project superintendent and
superintendent, set up the mai ntenance programin Cape
May for conversion of ferries.

Left there in the summer of -- | think it was
the summer of '99 | left there and sent to Seattle,
went to work for Elliott Bay Design G oup, senior
engi neer, electrical design, project managenent, sone
mechani cal design. Shipyard representative as an
audi t or.

| was retained or the conpany was retained,
me specifically, by NCL/Star Cruise's attorneys when
Star bought NCL to investigate concerns about oi
pollution in the fleet. | did audits on the pollution
side on the fleet. M audits were the basis for NCL's
self-reporting to the U S. governnment with regard to
the oily water separators.

Continued to do design work while | was doing
t hese audits as a menber as of audit teamthat was set
up and then in January of 2001 | think it was | was
hired as -- by NCL as Director of Safety and
Envi ronnment al Managenent System Technical Devel opnent.

Did audits, wote technical procedures.
was in that position until October 2001 when | was nade
t he designated person for the conpany. As designated
person, | was still at a director level until Septenber
2002, when | becane Vice President of Technical. |[|'m
sorry, Vice President of Environnental Regul atory
Affairs and that's ny present position.

Q Thank you. At your present position, if you
could outline your duties and responsibilities?

A It's pretty nuch as it's witten in the SEM.
A thunbnail is that the environnmental program the
devel opment and operation of the environmental program
for the fleet and public health comes under ny
departnent, public health training and conpliance and
the admi nistration of the safety and environnental
managenent system

There was a question earlier, | think it was
| ast week, with regard to the designated person, where
he had said |I was responsi ble of inplenmentation.
| ndi vi dual VPs are responsible in their areas of
responsibility for inplenmentation, but | have specific
areas of the SEMS that |'mresponsible for the
standards that are in there and then |I have conpliance,
so | run the audit program and adm ni ster the
(inaudible). That's it in a thunbnail, | also end up
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wi th special projects.

Q | f you could outline the corporate structure
and where you fit into that matrix?

A Yeah. And you've got that in the SEM t oo,
but thunbnail is that there is a president/CEQ the
next | evel down there's the senior vice presidents and
two vice presidents on the next tier. Senior vice
presidents, hotel, marine operations, sales and
mar keting, reservations and sales, | don't know the
exact title.

The executive vice president is chief
financial officer and he runs finance. GCeneral
counsel, senior vice president. There's a VP of key
way and custoner satisfaction and I'mthe other VP and
if I mssed sonebody, | m ssed sonebody, but you guys
have the wire project. | report directly to the
presi dent of the conpany.

Q What is your affiliation in regards to the
DP, how do you interact with hin®

A On a regular basis. Basically his job is as
arelief valve for the fleet and he oversees, he
nonitors issues out there. |If he sees sonething that

is either in ny realm such as public health or
environmental, his job is to go and tell ne and then to
make sure that | act on it.

And then -- but he and | interact, because
"' mresponsible for conpliance. W interact on a
regul ar basis back and forth on what we're seeing and
what the concerns are froma conpliance standpoint, as
wel | as does the safety nmanagenent system need a tweak
here or there.

It's a dial ogue, but he has no reporting,
formal reporting line. It's not a solid line in the
organi zation chart. He also reports directly to the
president for those duties.

Q And you're one of several vice presidents who
are relegated the responsibility of conpliance then?

A Al VPs are responsible for conpliance of
their own people. |'mresponsible for the oversight,
conpl i ance oversi ght program and i ndivi dual VPs
designated in the SEMS are responsible for
i npl ementation of safety in their area. So no one on
board ship works directly for ne.

Q And all the vice presidents have that sane
type of link to the DP?

A None of themhave a link to the DP. He's a
stand al one person out there who is overseeing what's
going on and his -- he's there to nake sure that the
normal reporting lines are addressing issues. |If the
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normal reporting lines don't address issues, then he
can take that to the president of the conpany and say
the normal reporting lines aren't working and sonet hi ng
needs to be done about it and then he nonitors that.

Q kay.

A | also froma conpliance standpoint in the
conpliance program if | see sonething that's not
working, | fulfill a simlar function, but it's nore

structured, so to speak, because there's the audit
programitself.

Q I"d like to get to a little bit the area of
the conpany's risk assessnment policies and
phi |l osophies. One area in the risk assessnent would be
what is the conpany phil osophy of material failure risk
versus age on a vessel for the machinery?

MR MASE: If M. Randall knows that, he's
certainly welconme to tal k about that, but M. Randal
has not been designated by NCL to speak for the
conpany. I'mmnot telling himnot to answer, but | do
think that it's inportant to draw that distinction.

MR. CURTIS: Excuse ne. That was Curtis
Mase.

MR. MASE: | apologize and | will try to say
who | am when | speak.

MR. CURTIS: Thank you.

THE WTNESS: Could you repeat that?

BY MR CURTI S:

Q Regar di ng vessels and the nmachinery, in risk
assessnent what is the correlation between materi al
failure risk versus age? Does it change with age?

A | don't know. | don't think that we have a
specific policy that applies to material failure risk
versus age. |'mnot aware of a specific policy on

that. W do risk assessnent based on the risk and what
we see.

Q You don't know where that's addressed in this
ri sk assessnent plan?

A "' msorry, what risk assessnment plan?

Q Does the conpany have a risk assessnent plan
in this area?

A The conpany has -- not in that area, no. Not
specifically in that area. There is a general risk
assessnent process.

Q Once again regarding risk assessnent, is
there a -- are you aware of a policy in the plan that
addresses predictable versus unpredictable events with
age, if you were to create a matrix?

A Not hing fixed. No set policy along those
lines. It falls in with general risk assessnent.

EXECUTI VE COURT REPORTERS, | NC.
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Q Coul d you descri be the conpany's plan for
risk assessnment? |Is there a prescribed plan, a
phi | osophy or --

A It's laid out in the SEM5 and | don't want to
say sonething that -- if I mss sonething in there,
it's pretty well laid out in the SEMS. But the
corporate policy for safety is there and the corporate
policy for safety supersedes everything el se when that
cones up.

Q Coul d you tell me how vessel budgets are
est abl i shed regarding say for the engineering plant and
propul sion or safety, how the vessel budgets are --

A No, | can't. That's not within ny realm

Q Who has know edge of that real m of
i nformation, budget establishnent?

A Budget establishnment for technical plants?
Q Yes.
A | can only make assunptions on it, |'m not

involved with it at all.
MR. MASE: Don't meke assunptions.

THE WTNESS: |'m not making assunpti ons.
The only part of the budget process I'minvolved with
is environmental systens. Oher than that, | have no

i nvol venent with any other part of the budget.
BY MR CURTI S:

Q Coul d you outline the environnental budget
process of the company?

A The environnmental budget process is that |
| ook at what | think needs to be done froma material,
operations and training standpoint and ot her costs
associated with the environnental program which is

pretty well laid out, the environnental plan in the
SEMS. | prepare a budget and | submt the budget for
approval .

Then there's a budget review and since none
of the people or the equipnent is mne, under ny
responsibility, it becones a reviewwi th the people in
technical for exanple or the people responsible for
training or the people responsible for human resources
and there's a joint review and a separate revi ew and
finance reviews things al so.

Q Once you submit your budget, who woul d review
t hat process?

A In that process? |'mnot going to assune,
ot her than the people | have direct contact with. The
people I would have direct contact with woul d be ot her
VPs.

Now, can | ask howthis is related to this
casualty? |If there's no determ nation of blane to be

EXECUTI VE COURT REPORTERS, | NC.
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involved, is there sonething that specifically says
this is related to the casualty that's been found in
the facts?

Q As part of this investigation we just want to
get a well-rounded concept of conpany policy and
phi | osophy.

MR. SALE: This is Jon Sale. From ny point
of view, I'll let himanswer up to a point, but I'm
taking your lead that this is basically safety oriented
and | think that's where we should be focusing. But I
under stand you need sone background.

MR. COLSEN: Ken Osen. As the NISB and the
Coast CGuard and the idea behind these casualty
investigations is to gain the greatest perspective and
to look at all the factors that m ght contribute to the
cause.

On anot her ship that was perhaps was not
financed properly and the engineers were strapped with
budget restrictions, budget issues certainly applies
and it mght have contributed to some of their actions
or decision nmaking along the way. That's why such
guestions could be inportant at tines.

MR. MASE: Curtis Mase. To that extent, we
allowed M. Randall to answer these, but of course when
you start tal king about questions concerning
envi ronment al budgets in relation to a boiler
explosion, it can seemto us sonewhat far afield. He
answered the question, let's nove al ong.

MR. CURTIS: | agree that this is not an
envi ronment al i ssue.

MR. MASE: Everybody is entitled to their
questions. Let's go on.

MR. CURTIS: Brian Curtis again.

THE WTNESS: Can | add sonething al ong those
i nes, though? Under the |SM code, budget shouldn't be
an issue, should it? Under the ISMcode if the regul ar
processes aren't working, then anyone in the conpany
canme cone to the designated person, who can then bring
the safety issue all the way to the president of the
conpany, independent of any budget processes.

MR CURTIS: W're just |ooking for
background information with regard to whet her budgets
may have influenced deci sions.

THE WTNESS: But what |'msaying is that
there is a regul atory nechanismthat was specifically
devel oped and i npl enented throughout the world' s fleet
to make sure that budget was not an issue.

MR. OLSEN. Ken Osen. | want to confirm
what Pete Randall just said, it's extrenely inportant
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that if the | SM processes are functioning as they are
desi gned, such issues woul d be capt ured.

MR. CURTIS: Okay. W'IlIl continue on.

BY MR CURTI S:

Q M. Randall, on the vessel, for instance in a
machi nery related item of inportance, when sonmeone has
know edge of a problem what woul d be their expected
responsibilities to track and manage that problem
t hrough to the end point?

MR. MASE: Curtis Mase. Can you, rather than
being so oblique in terns of "soneone" and "a problem™
can you be any nore concrete, because that's sonmewhat

MR. CURTIS: Okay. | apologize.

MR. MASE: That's okay.

BY MR CURTI S:

Q Sonme one in nore of a managerial position,
possi bly a chi ef engineer.

A The chief engineer would bring it to the
attention of the superintendent, the techni cal
superintendent. And if he was solicited by sonmeone
el se in managenent, he woul d probably bring that up,
too. There would be an expectation of that.

But there's also a reporting systemwthin
the SEMS that daily reports, weekly reports, sem
annual inspections, audits, audit follow up, there's an
entire docunented systemin the safety and
envi ronment al nmanagenment system where through nmultiple
channel s a problemis brought up and docunented through
a variety of different channels and that's how it
wor ks.

And then if it doesn't go away, my group for
exanple tracks it. W have a corporate action line, we
have ship's action lines. W have a reporting system
where the safety reports go in. There is also a safety
and environnmental commttee, both crew and nmanagenent,
on board the ship and serious safety concerns conme up
there. They're discussed by shipboard nanagenent and
then that's forwarded on.

So there is a wide variety of docunented
means for a safety concern of any kind to be put
forward by any crew nenber. If it was an engi neering
matter in particular, the first reporting lineis to
t he techni cal superintendent on the ship fromthe chief
engi neer, assumng there's a chief engineer. But it's
all open in the air under the systemthat we've
i mpl ement ed.

Q Say there's a problemwi th a boiler. Wo
woul d be required in that chain to report it to class?

EXECUTI VE COURT REPORTERS, | NC.
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A |"d have to ook at the class rules in the
SEMS. | don't want to speculate on that.
Q s there any programin place, awards program

for people who woul d report unsafe conditions on the
vessel ?

A Awar ds progranf?

Q Yes.

A Okay. No. Nothing specific. Everyone is
expected to report unsafe conditions. There is a
corporate expectation that they report it.

Q | just have one nore question at this tine
and then we'll nmove on around the table. Regarding
being transferred or assigned to the Norway, is that
considered a pronotion or a denotion? |Is there any
type of take on that?

A | don't think -- it depends on the individual
and what their personal expectations are. There's
peopl e who have sailed on the Norway, obviously you' ve
encountered them for over ten years and they just |ike
that ship. And it depends on the position. Bartenders
| ove it, because they make a | ot of noney on tips in
the Cari bbean as opposed to ot her places.

It purely comes down to personal present. |If
sonebody has always |ived and worked on the Norway and
that's what they |like and they want to stay there, then
they may be upset if they're transferred off. |If
sonmebody comes froma brand new notor ship and is sent
to the Norway and they have to conpl etely change
everyt hing they' ve al ways thought about engineering
because it's a different type of engineering, it may be

considered -- it's purely on the individual's own
preferences | think.

Q kay.

A There is no corporate , or any other that |

know of , mechanismor we're going to punish you sendi ng
you to this ship or that ship. There is no such thing,
not that I'm aware of.

MR CURTIS: 1'mgoing to pass it along now
to JimWalsh in D.C., if you want to continue on with
your questi oni ng. Ji n?

MR WALSH. JimWlsh, I'd like to ask M.
Randal | a question on the background.

EXAM NATI ON

BY MR WALSH:

Q Are you doi ng any special projects right now
for Norwegi an Crui se Lines?

A Yes.

Q

Coul d you tell us about that, please?
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A " minvolved with Project Anmerica.

Approxi mately -- when you divide your duties
up right now, how nuch tine is spent towards Project
Anmeri ca?

A You know, |'ve spent alnbst 30 years now of
doing crisis managenent and it's 100 percent of the
time on what ever it is right now \Wen | can get into
a regular rhythmof things, it depends.

Project Anerica, there's difference stages to
it. R ght now!l would say I'mnot spending a | ot of
time on Project Anerica.

Q Primarily because you're working on this
proj ect ?
A No. No, because Project Anerica fromny

standpoint, the itens that have to be addressed are not
a huge anmount of tinme right now Later on, for exanple
as the ship gets ready to be delivered it will denmand
nore, certainly, but --

Q The question was pretty nmuch just to figure
out how much tinme on a nornmal day you're going to be
giving towards Project Anmerica as per any of the other
assignnents you have.

A And to be honest, it depends on what stage of
all the other assignnents |I'min at that given tinme and
how I manage ny tine and what other things m ght cone
up. There is no fixed ratio or anything else. W
manage things on a daily or weekly basis, just like
everybody el se.

Q M. Randall, for 2001 you were hired January
as a Director of Safety and Environnmental for the
conpany, correct?

A Techni cal Devel opnent. Correct.

Q It was Cctober that you assuned the
desi gnat ed person position?

A Yes.

Q And you' ve kept that for approximately a
year ?

A Correct.

Q Can you explain to us your understandi ng of
the nonitoring systemyou used for that year as the
desi gnat ed person?

A Yeah. And it was different fromwhat it
currently is and it's different from nost conpanies.
The president of the conpany sent ne on a search and
destroy mssion. He said go out and find problens,
report them back and keep going after then, both on the
ships and in the office, so that's what | did and |
docunented themand it's all in the docunentation
that's been audited by class societies and everybody
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el se. The governnent, too.

Q Those records are also the records that we' ve
asked for, correct?

A They're in the action logs and in the audits,
so if that's what you' ve asked for, yeah. [|'mnot up-
to-date with the 40 sone pages of things that have been
asked for.

MR. MASE: This is Curtis Mase and |'ve
| ooked at the index and | believe they have, just so
t hat you know, Peter, asked for those things. Excuse
ne.

THE WTNESS: It's all docunented, Jim

BY MR WALSH:

Q What we're | ooking for is how often did you
go on a ship, is there a formal nonitoring system where
this is captured or is it done on an ad hoc basis?

A During that tine period it was both. There
is a formal audit system How nuch tinme? That year
probably spent at |east four nonths on the ships and ny
average up until this year has been three to four
nmont hs, sonetinmes nore on the ships, going ship to
ship, revisiting ships, doing follow ups, |ooking
farther into things.

The problem a little bit philosophical, but
this is the way it worked is the problemw th an audit
systemis an audit system says you have to have a
st andard agai nst which you audit and sone of the
standards are nuch too broad to really dig out things
you need to dig out.

So you adapt and while you' Il audit against
standards, during that process, at that tinme in
particular, and I still allow ny people working for ne

doing audits to do it, if it doesn't look right, we may
not just hold ourselves to auditing against the
standard. W may audit agai nst good marine practice or
risk.

Q Thank you. The risk. Wen you | ook as an
auditor at a brand new ship versus a ship that is nore
than 15 years old, do you put a greater enphasis on any
particul ar area?

A On a new ship you certainly put enphasis on
oversights by the designer, oversights by the
regul atory agencies and on famliarity of the crewwth
t he ship.

You don't | ook as much that you're expecting
a material problem other than in design. That cones
up once in a while and | docunented one where | was
i ncredi bly disappointed froma risk standpoint in the
Coast Cuard and in the class society in allowing a
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ship, a particular aspect of a ship to be designed and
built the way it was and | challenged it and the

conpany agreed, but we didn't have any basis, so | left
that an open item
So | look at that part on a new ship. On an

ol der ship with peopl e who have been sailing on that
ship for along tinme, the famliarization wth the
equi pnent and their routines is |less of a concern and
you | ook for things fromthe standpoint of
deterioration. And yeah, that's basically it.

Q And when you say "deterioration,” are you
| ooking actually at material failure?

A Not necessarily failure, but the condition of
the material and trying to ook as to is there
sonmething that is a risk factor there that you m ght
want to ook further into in the audit process.

Q The audit process and the risk assessnent
t hat was spoken about earlier, is there a forma
formula or nodel that is used to determ ne the risk?

A No. Like | said, the risk process is in the
SEMS and the particular thing in the -- there's a risk
managenent commttee that's described in the SEMS and
all the audits conme to that risk nmanagenent commttee.

Al'l the issues brought by the designated person are
brought to that conmttee and any issues brought by any
of the conpliance people are brought to that conmttee
and the commttee evaluates risk and prioritizes
action. That is described in the SEMs.

Q So for an audit, if you're bringing it to a
ri sk managenent conmttee and you have how many itens
in your audits that you take a | ook at on a norma
basi s?

A It varies. Like | said, a problemwth an
audit process is that if you | ock yourself into a fixed
check list you can find yourself time constrained and
m ssing bigger itens that you need to address, so for
exanple if I'"'mdoing a new ship, I'mgoing to work nore
on those fam liarization itenms and nmuch | ess on | ooking
at material conditions.

So you don't have a fixed formula, it's up to
the auditor to determ ne which way the audit needs to
go and be as thorough as possible. So | can't give you
a fixed nunber of how many itens are brought before the
ri sk managenent conmttee.

No, no. I'mnot |ooking at what's brought to
the risk managenent conmittee, |'m | ooking nore at when
your auditors go on board, their check list that they
use. The nunber of itens is approximtely how nuch,
how many itenms you typically | ook at by your guide and
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your check list for the engi ne departnent.

A | can't give you an exact nunber.

Q Are the itens on that guide weighted for the
risk of failure?

A No. That's the judgnent of the auditor.

Q "1l try to stay away from any exanpl es of
envi ronmental , but when you're going on a ship and the
auditor is |looking at the engi ne departnent, are those
auditors necessarily trained as engi neers?

A Yes. | can only think of one exception to
that, which we had to do actually during this because
t he engi neering auditor becane unavail able and t hat
vessel will be revisited. Wenever we do an audit
where we have soneone who isn't the best we've got for
the audit, we wll follow up with a second or third
unannounced audit. That's been pretty nuch of a
standard pattern.

Q When this auditor goes into the engine room
are there itens that you as the vice president have
ei ther decided or the risk nmanagenent comm ttee has
deci ded nust be exam ned on every ship?

A No. | don't think so. The check list that
we use is a standard check list. W' ve been revising
it, but the check list is there, that is available for
gui dance to the auditor. To test the over speeds on
the boilers on the Norway doesn't make nuch sense, so
the auditor is going to look at -- but the auditor may
and as an auditor | did go check the safeties, for
exanpl e.

You adapt the audit to the circunstances
you're facing. You may not | ook at interlocks on one
ship and you may on anot her ship.

Q So granted they have boilers on new shi ps,
they're not propul sion boilers, but if you have a
boiler that's two years old versus four years old,
woul d you as an auditor going into that space expect
t hat ol der machine to get a nore rigorous review?

MR. MASE: This is Curtis Mase. | couldn't
quite hear, did you say two versus forty or four?

MR. WALSH. Two years old versus anything
that's in excess of 15 years ol d.

MR MASE: Ckay. I|I'msorry, | just couldn't
hear. Thank you.

THE WTNESS: That depends on what the
audi tor sees and |learns about it. W have two-year old
boilers that are failing and you ook into why is this
failing and you find that the crewis follow ng the
operator's instructions manual and you find out that
there's a manufacturer's flawin it and if you have a
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boiler that is 15 years old and you |look at its history

and you don't see a pattern of problens, you' re going

to make judgnents as to which way the audit should go.
It's an audit, it's not an inspection.

BY MR WALSH:

Q So as far as an audit goes, prior to
review ng the machine itself, would you go to the AMOS
systemto review the work history?

A No. M particular, and | can only speak for
nmyself and at | east one guy |I've trained, ny audit
process is | spend the first day besides review ng
previous audits and reports sent by the ship to shore
side that | have access to, ready access to, | wll
spend the first day wal ki ng the ship, observing,
| ooking at material conditions, observing operating
practices and then after the first day of getting
famliar with things, then I'Il start to go through a
pattern of |ooking at records, |ooking at people.

Reviewing AMOS is a regular part of all the
audits and that is on the check |ist and we do do that.

The extent that we | ook at AMOS, the whol e audit
process is if you snell snoke, go |looking for the fire.

Q On the AMOS, the systemthat you' re using and
you're famliar with, does it kick out when work or
i nspections that are supposed to be done on a regul ar
interval hasn't been done?

A Arevieww Il showthat it hasn't been done,
but there are qualifications to that, too. The
qualifications to that we've learned in the last two
years of trying to inprove AMOS, we found that AMOS-D
didn't accurately replicate from shi pboard to shore
si de.

When we found that, what we found was that
shore side it |looked like a lot of things weren't being
done and then when we got an accurate replication, a
| ot of that went away because it was not an accurate
replication. That problem has been corrected.

I"mnot famliar with AMOS-Wand |I' m not t hat
famliar wwth AMOS-D that | can tell you everything
there. The normal thing is that if a job is schedul ed
for monthly, on the nonthly basis it wll kick out al
the jobs that are due for the nonth and then if a job
isn't conpleted, you can do a sort for inconplete jobs.

Q On that system as an auditor when you' ve
gone into the system have you found that information
hasn't been inputted?

A For work that's already done?

O work that has not been done has not been
i dentifi ed.
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A No.

Q If there's a 5,000 hour check and soneone
hasn't entered not done because of "x," would you
consider that a mnor non-conformty as per your
syst en®?

A No. The standard is that if -- and it
depends on the severity of the item |If it's that we
didn't -- yeah, it's going to depend on the severity of
the itemwhether it's a non-conformty or not. In
witing a non-conformty as opposed to an observation
on an internal audit, it is also a decision as to just
how severe it is and that's a judgnent call and that's
an evaluation by the auditor and by the senior |ead
auditor and then ultimately, nme when | review them

But typically in doing an audit with regard
to AMOS, it's inefficient to just sit down and | ook at
AMOS.

Q Agr eed.

A You sit down with the engi neer or the deck
of ficer who is responsible for that particul ar aspect
and you ask themto pull sonmething up that you want to
see and then you see if he's got it there or if he
knows how to pull it up and then you start going down
that road with the intent being to verify the jobs that
are schedul ed are bei ng done and docunent ed.

Q When you identify or your teamidentifies an
i ssue, whether it's an observation, a non-conformty or
a maj or non-conformty, how does that get closed out?

A The way it works since |'ve been here is that
the formwe' re using right now, basically the auditor
and then the |lead auditor will specify on the form
what's required for close out. |If there's a paper
report that's m ssing, then obviously you can put on
there that it can be sent to the auditor or to the
of fice as evidence of closing it out.

O her things the auditor and the | ead auditor
are entitled to and we frequently do require an on the
spot follow up check and it depends on whether a ship's
officer or a shore side person, but in general, at
| east for the last two years, we're | ooking for
reliable, independent verification that it's been
cl osed out and we're | ooking for a system c cl ose out.

Just because they say okay, we fixed this,
we're | ooking for the systemfix there, not just that
okay, | fixed it, now the auditors are gone, we'll go
back to what we were doing.

MR CURTIS: If | could intervene, I'd |ike
to flip the tape over here, if anybody wants to take a
break. We'Il go off the record.
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(A brief recess was taken.)

MR CURTIS: W've flipped the tape, we're
back on the record. W took a five-mnute pause and
we're continuing with questioning fromJimWlsh., o
ahead, Jim

THE WTNESS: Could | follow on to that |ast
one? It will be a judgnent call, depending on what it
is, as to what kind of follow up we require and that's
all part of the review process.

And then on the next audit we're going to
|l ook at -- we'll pull up what were the non-conformties
or observations on the |ast one and go check them
again. So we're looking at ideally at |east two checks
that the itemand the process associated with the item
is corrected.

BY MR WALSH:

Q Does the vice president of the specific
departnment sign off on that to close it out?

A Not necessarily, no. | don't have to accept
any close out by a vice president. They may offer
comment or explanation or something, but | |ook at
having -- it can be closed out by the auditor hinself,
but that will get revi ewed.

Q Sonething that to ne is a little bit foggy
right now, your title is Environnental and Regul atory,
yet in your audits you do | ook at the safety aspects,
correct?

A Yes. Atitleis atitle.

Q | know we can go to your Safety and
Envi ronnment al Managenent Systemto see how the risk
managenent committee is structured and in taking a | ook
at your on board audits, we've already asked the
question about are the itens weighted as per any
specific risk or go/no go, you nust do this and our
answer now is there is no hierarchy or prioritization
formal |y done on paper, correct?

A There is no hierarchy or weighting, no.
Q How do you neasure performance?
A Perf ormance of what ?

If a ship is doing better in an area or not
doing as well conpared to the last tinme you visited and
al so conpared to the fleet.

A Basically the audit team which for the nost
part has been working together for three years now,
because you're going vessel to vessel and you're going
audit to audit on a single ship, it's a subjective
conparison, but there is no scoring systemthat says
well, this shipis -- there is no scoring systemlike a
public health inspection, if that's what you're
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referring to.

Q You nentioned the budgeting process for your
departnment and that you're not responsible for many of
the systens, but you're responsible for conpliance and
oversi ght of those systens, correct?

A Ri ght .

Q So you do get involved with technical on
budgeting matters?

A Yes.

Q As a safety issue, when you take a | ook or
your teamtakes a | ook at the engine room are there
saf ety enhancenents that have been proposed by you or
your teamto engi neering?

A We rarely get into sonething Iike that. W
try to stay objective and say this is the issue, there
needs to be a solution to it. W docunent it and we
ook for it to be corrected. There have been however
rare occasions, and I'll give you an exanpl e.

In our audits going ship to ship we found
that the existing technology being installed on ships
for keeping galley ventilation ducts free of grease are
i nadequate and very inefficient and difficult for the
crew to maintain good standards. So we found on one
ship where they fitted a steam cl eani ng and
extingui shing systemin the duct and we saw what it
did, it had incredibly good results.

So we've cone forward and said we think that
there should be steamcleaning in the ducts on all the
ships. So technical takes that and tries to work it
into the system

Q On an issue that you brought up with
training, are you |l ooking at the ethicacy of training
in safety in these different departnents on board?

A Yes.

Q And how do you track that?

A We identify shortfalls and then docunent them
in the audit system as non-conform ng or observations.

Shortfalls such as not everybody had all the required
training or we found in areas the training could be

i nproved and we pass that on to the responsible party
within the system through the audit process.

Q Are you given nonthly updates fromthe senior
VP of finance on performance, on whether it's
consumabl e or on expenditures for the ship in the
safety area?

A No. | receive up-to-dates with regard to
environmental. If | |ook at budget for any reason,
it's because the audit process has surfaced sonething
where we need to go investigate a very particul ar area
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and then we wll go and | ook at the finance aspect of
that if need be. If it's appropriate.

As far as itens that are being repaired on a
ship, whether it's a light bulb that gets repaired a
hundred tinmes, how do you capture itens that are being
repaired and you're just fixing the issue at hand but
not the cause of the issue?

A Well, in ny capacity and ny departnent's
capacity, | don't really care of a light bulb blows a
hundred tinmes. | care that the light bulb works and
it's supposed to be there. |If we can determ ne

sonet hing that contributes to sonething not working, we
want to surface that, but in our audit process we don't
get into neasuring the finance on that unless there is

a clear indication that needs to be | ooked at.

Q | guess the real question was do you do
trendi ng on issues on board ships and then conpare them
to other ships?

A Yes. But not nonetary trending.

Q But for failures?

A O course.

Q Do you have a formal system for trending of
failures?

A Part of what ny departnent will do and part
of what the systemw ||l do is that we wll |ook at non-
conformties or near msses or accidents that recur and
we w il ook for trends and when those trends cone up,
then we will pursue them There's safety and
envi ronment al managenment conmttees on board ships and
there is one shore side too and those get discussed
t here.

You have requested and have received copies
of the m nutes fromthose neetings.

Q Is there a formal report that goes out from
your commttee showi ng the trends, show ng the ships
the trends that you' ve identified?

A We provide accident, near mss and audit
trend reports to the risk managenent conmttee. W' ve
just started doing that in the past year and | don't
know -- if | may, | don't know what acci dent tracking
system you use, but we found the one that we were using
totally inadequate and dunped it.

It was expensive, it was cunbersone, it was
time consumng and we didn't see it as serving the
pur pose of safety. W created our own tracking,
reporting and tracking system we inplenented it and
now we're getting useable data that we provide to the
ri sk managenent conmttee.

Q Does NCL have a separate | oss prevention
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group?

A Loss prevention from what standpoint?

Q Loss prevention with regard to --

A Mar ket segnent or what ?

Q No. Loss prevention with regard to
accidents. Accidents with either passenger deaths, if
you will, or crew nmenbers.

A There is a clains departnent in |egal that

al so works closely with us in | ooking at accidents and
al so | ooks closely with the custoner affairs people to
|l ook at all the different aspects of clainms. But if
the question is do we |ook at injuries and accidents
and what can be done to prevent them yes.

Q s the system your |oss prevention and your
i njury/accident reports, are they sophisticated enough
so that we could query throughout your fleet to
determ ne the trending of accidents in the engine room
al one?

A Yes.
Q And then is it sophisticated enough to say
that this -- we would be able to query it to determ ne

how many accidents or injuries have cone from worki ng
on boilers, whether they're propul sion or whether
they're for generation of water?

A Theoretically, yes. To explain that, we
tried to make the system-- we found the old system so
"sophi sticated" that nobody could fill the dam thing

out, so we weren't capturing things and it becane a
paperwor k ni ght mare, so people rather than reporting
good information, would just fill in the form

So we tried to get it very sinple. W've got
a two-page formthat is Wrd based and Excel based and
it's looking at the tree top itens, fire, flooding,
injury, things like that, in sonme ways simlar to a
Coast Cuard 2692.

Then there is a narrative section where once
you find the particular tree you' re | ooking for, you
can go into a little bit nore depth as to the details
of that accident. That's why | said theoretically.

Q The mentioning of your near mss and acci dent
reporting, if one of your ships, whether direct diesel,
di esel/electric or steam had a bl ackout, would you
expect themto file a report?

A Mul tiple reports.

Q Pardon nme? Miltiple reports?

A Mul tiple reports.

Q And is there a requirenent for those reports
to be done in a specific period of time?

A The daily report would be expected to be
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daily. There's an automatic system where the captain
woul d be expected to report the blackout in the daily
report, then in the weekly technical report and then in
the incident reporting systemreport, mninmm Those
three m ni num

Q And is there a tinme frame of immedi ate
reporting on certain of these issues or does it depend
on the severity?

A Wth regard to what kind of an incident?

| f you had a conplete |oss of propul sion or a
conpl ete | oss of power.

A | think -- you know well enough, Jim that
when you have a bl ackout or a | oss of propulsion the
ability to report is going to be tenpered by what the
circunstances at that nonent are and dealing with the
ci rcunst ances.

Q Ri ght .

A Typically sonething Iike that wll be
reported as quickly as they can possibly get the tine
to do it.

Q Ri ght .

A But it would be expected to appear in the
witten or electronic daily report and when we see
those daily reports, then -- for exanple, | see them
every day and if | want to make sure that sonething
gets investigated or a particular aspect, I'll ask for
the details to be included in the formal report. It
happens all the tine.

Q Right. Are you aware of in the |last say
seven nonths of any bl ackout reports comng in fromthe

Nor way ?

A | can't give you a hard and fast answer on
t hat .

Q But right now you can't recall?

A No. |'d have to go back and | ook at the
records.

As far as measuring a ship's performance, is
there a formal annual review?

A There's a master's review in the SEMS, an
annual review where the master submts a witten
report, annual report. That annual report then goes to
a managenent review commttee. The managenent revi ew
committee will review all of those annual reports and
wi || make recommendati ons and those will then be
forwarded to the risk managenent commttee.

Q | s there any incentive programfrom shore
side to shi pboard based on the performnce on an annual
revi ew?

A None that |I'm aware of.
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Q Does your departnment deal directly with the
i nsur eds?

A No.

MR. WALSH. Peter, that's it for ne right
now. Thank you very nuch

THE W TNESS: kay.

MR. CURTIS: Rob, do you have any questions?

MR. JONES: Yes. Rob Jones.

EXAM NATI ON

BY MR JONES:

Q How are you doi ng, Peter?

A Fi ne, Rob. How are you?

Q Just to clarify just one or two questions
here, just to clarify. The nmethod that the ship's
force, engine deck, officer's crew would use to
identify a problem aboard, whether it be a near mss,
an acci dent, you had nmentioned safety concern reports.

Is that the name of the report that is filed under
your SENB Safety Concern Report?

No, it's not. There's a bunch of nmechanisns
in place. First of all, all the ships that I know of
have a safety suggestion box so they can put sonething
anonynousl y.

You' ve al so got the crew safety and
environmental conmttee, where the crew nenbers sel ect
menbers of the commttee fromtheir departnent or
di vision or whatever and that group neets at | east
monthly to bring -- but they can report things nore
often, to address safety concerns that they see.

Those get floated up to the nmanagenent safety
commttee on board the ship and then those all cone
ashore.

There's a designated person and phone nunber
and e-mail and everything is plastered all over
bull etin boards all over the different ships.

The incident reports, there is a severity
scale in the SEM5S and there is a couple flow charts in
the SEMS that explain the process by which a near m ss
or an accident or anything else is docunented and
reported. It's all in there.

The fornms thenselves then get -- when an
investigation is done, it's up to the security officer
to make sure that those forns are conpl eted, that
they're reviewed by the captain and that they get off
shore side in a tinmely manner.

My departnent will nmonitor things and | will
give you an exanple. |[If we see sonething on a daily
report, if | see sonmething on a daily report that |
think we need to | ook into because |I've seen it before
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or | think it's of particular concern, | will send an
e-mail to ny Safety Managenent System nmanager who
manages the accident information and I wll tell himl
want a specific follow up on that particular item that
| want to see a report and make sure that the ship
files one.

Q This is going back to the interviewwth the
DP, when we asked about safety concern reports or any
type of paper comng fromthe vessel that identified
probl ens, he has not received any in his interimas DP

You seemto be saying that there is a trail,
or at |east a method where the ship can identify
probl ens and get that back to the DP

A The ship can go directly to the DP on
anything they want. The standard process is to cone
t hrough ny departnent. Part of the DP's role is going
to be to make sure that | do nmy job too.

MR. LEHRER: Rob, if | can, this is R chard
Lehrer, | sat in during that DP interview and what |
bel i eve Captain Menes said was where the systens on the
ship are working appropriately, he would not receive
any kind of communication fromthe vessel. It's only
when it's not working appropriately and there's a
safety concern that he acts as a safety valve and if he
receives that kind of information, he'll pass it off to
Peter Randal |l or whatever VP should be handling that
particular inquiry.

In the tinme that he's been the DP he hasn't
recei ved any safety concerns other than those
concerni ng sexual harassnment is what he said.

THE WTNESS: Can | offer a specific exanple?

BY MR JONES:
Q kay.
A Menes was just recently paying a visit to the

ships, which | did too as DP, and he saw sonethi ng cone
out and it's not in his area of responsibility
what soever, other than as DP, but he had concern for
the work hours on a particular group of individuals.
He passed that concern on to ne.

| have since started to look into it nyself
and | told himthat |'ve started to look into it nyself
and that I will keep himinformed. That's the way the
systemnore or |less works. He and | conmmuni cate back
and forth.

| wll give you another very specific area
for this whole thing which is stage pyrotechnics. In
ny audits | identified themas a high risk item
They're not on any check list |I've ever seen anypl ace
and to follow a check list that says do this but
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i gnores stage pyrotechnics is foolish.

So as part of that, it's the judgnment of the
auditor to look for risk and deviate. So we found that
over and over. W brought the itemup, it was
di scussed at risk managenent, it was okay, get themto
wite procedures and do training. W tried to go down
t hat road, but because we were dealing with a
concessi on and shore side technical experts who are not
famliar with the risk on ships, we found through
audits and through feedback fromthe ships ultimately
that it was an unacceptable risk.

Finally, after this had been brought to the
ri sk managenent conmttee through various stages,
rangi ng fromokay, we'll do procedures, we'll do
training, we'll audit and they | ooked at it and
eval uated it and agreed on the steps.

Finally, in the end it came to the risk
managenent comm ttee and they said okay, ban themall.

So we' ve banned them fromour ships. That's one
exanpl e of the system absolutely working the way the
syst em shoul d.

We weren't constrained to sonme check list, we
did on-site risk managenent, we did formal risk
managenent. W evaluated all the different factors, we
tried to address it froma process standpoint, it
didn't work, so finally we just banned them Does that
ki nd of explain?

Q Who is asking nme that? |Is that Peter?

A Yes.

Q Peter, just with regard to a paper trail
you're saying they would file any kind of reports with
you in regards to just safety and environnental, what
you're VP of ?

A | receive an awful |ot of electronic reports
and the systemis approved as an el ectronic system so
yeah, there's an awmful |ot of electronic reports.

How woul d you cl ose out anything and get that
back to the vessel that the issue has been addressed?

A Well, one way is if a SEMS procedure cones
out and says well, no nore pyrotechnics, then we'd send
an e-nmail too saying there's no nore pyrotechnics.

On other things, if we felt that follow up
with a vessel was appropriate, we would contact the
vessel and we'd file themand we'd keep themon the
bur ner.

There's a corporate action | og and a
shi pboard action log that is used to track that stuff,
too, but there's also the neeting mnutes. The neeting
m nutes fromthe safety and environmental conmttee is
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on board ship where everything is supposed to be aired
out, we watch them

They cone ashore, they're reviewed and
periodically Menes as the DP sees them | see them
ot her people see them W |ook for things there and we
|l ook to see if they're addressed and if you go back six
nonths | ater and see the sanme thing still on the
mnutes fromthe | ast neeting as was on the neeting
m nutes a nonth before, you go back to the ship and say
hey, what's this hanging around for, what are you
doi ng.

Now, please understand that the systemwe're
tal ki ng about has been evolving for two years and we
think we've just about got it conplete. This entire
Saf ety Managenent System was | aunched in July of 2001
and it's been evolving and grow ng ever since. Now our
concern is that it's getting too big and too nuch
paperwork for the crew and one of our goals this year
was to sinplify it and to | et what we've done soak in
and before cultural as opposed to just continuing to
push out nore and nore standards.

Q The had nentioned that issue with the grease
in the galley and how to achieve a better result with
that. Was that distinctive just for the Norway or
woul d that be for other vessels too?

A | never nentioned the Norway.

Q Okay. Well, wherever you found it, if that
is a good inplenentation to prevention, how would you
share that with other vessels in the fleet?

A | would take it to technical and to marine
operations and to risk managenent.

Q Wth a shared e-mail letter out to the rest
of the vessels or is that a significant --

A You know, the vessels can't do anythi ng about
that on their own, so | take it to managenent and then
we followup with an audit. You know, if the follow ng
year we find that the -- or at the next visit the issue
hasn't been addressed, then we bring it up again.

Qur role is to find and docunment and nmake
sure that follow up happens and we have a process in
pl ace for doing that.

MR. SALE: This is Jon Sale. Just so the
record is clear, Peter, | think when you were referring
to the exanple of the steam cleaning, you were not
referring to the Norway; is that right?

THE WTNESS: | was not referring to the
Nor way .

MR JONES: | wasn't pushing for that, | was
j ust wondering wherever you found it, how does it get
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i npl emented onto other vessels if the same situation
coul d occur.

THE W TNESS: Through the audit. The audit
results are sent to the VPs and directors or whoever is
responsible in the particul ar area where the probl em
was found and then a dialogue will start through the
various safety neetings and we will keep an eye on
what's going on and try to stay on top of it.

BY MR JONES:

Q And DNV is your outside auditor?
A Yes.

MR MASE: This is Curtis Mase. For the
SEMS, right?

MR. JONES: Right.

THE WTNESS: Well, with one exception. W
al so have an i ndependent environnental auditor.

BY MR JONES:

Q VWho in the conpany hol ds the Docunent of
Conmpl i ance?

A | do.
Q You do?
A | do.
Q Not t he DP?
A No, | do.

MR. CURTIS: kay?

MR. JONES: Yeah, that's it for right now

Thank you.
MR. LAMBERT: M chel Lanbert.
EXAM NATI ON

BY MR LAMBERT:

Q May | apol ogi ze for ny english is so bad.
A No probl em

If | fully understood, your Safety Managenent

Systemis covered by certificate issued by (inaudible).
A Yes. Docunent of Conpliance.

Coul d you confirmthat the managenent of the
machinery is within the scope of such a system of
certification?

Yes.

And in particular, operation and mai ntenance
in boiler and what equi pment ?

From a safety and environnental standpoint,

>"0>

yes.
MR. LAMBERT: Ckay. That's all.
MR. H SLOP: Kevin Hi sl op.
EXAM NATI ON
BY MR HI SLOP:
Peter, could you explain to ne pl ease your
scope of duties as your title Regulatory Affairs?
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A Ri ght .
Q What is involved in that?
A If it has to do with regul atory standards and

ny involvement with Project America for exanple is from
a regulatory standards standpoint, that's within ny
scope.

If it's -- basically, it's very broad. It's
conpliance with regulatory standards or with our own
standards within the SEMS.

Q So it's regulatory standards with | MO?

A Yes.

Q Fl ag, state?

A Yes.

Q Cl ass?

A Yes. But that's conpliance with that and |

will give you an exanple. The class certificates are
typically the responsibility of the technica
superi nt endent .

My departnent's job is we nmonitor to see if
the certificates, the surveys, audits, whatever are
bei ng done, we don't get heavily involved wth that
standpoint unless we find that it's just not being
addr essed.

And | wll give you an exanple. Com ng up,
BARPO- 4 (phonetic) has been ratified, so | put
technical, | put finance, | put everybody on notice
t hat hey, BARPO-4 has been ratified and you need to
verify that BARPO-4 certificates are going to be on al
t he shi ps where they' re needed.

| will take that standpoint. That's a
tickler itemand we'll come back later on in the summer
and then when the actual deadline hits to see where we
are on that.

But as far as us being responsible for
i npl ementing on board the ship's BARPO- 4, fromthat
st andpoint we wouldn't do it.

So the Regulatory Affairs thingis a little
fuzzy there. The first line on regulatory affairs, on
anything regul atory, basically conmes through the
responsi bl e depart nent.

Q So who woul d have |ike sort of neetings, say
with class, sort of get together neetings shore side?

A The responsi ble VPs, technically, unless
there was a particular issue that canme up and al ong
those lines, 1've been called into neetings with OCM

or (inaudible) here where sonmething in another area
appears to be having a problem so |I've been called in
totry to find out what went wong and what they should
be doing to address it.

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



@ 0N e e AN .

EESEEEER YR RES B8RRI RR

30

Q Tal ki ng of issues, the operational
requirenents for the main boilers in port, you said
that the ships will shut down in port; is that correct?

A (No response.)

Q From an envi ronnmental issue.

A | take it you're followi ng up on the progress
neeting statenment that | made the ot her day?

Q Yes.

A The purpose of what | said at the process
nmeeting is that there's nore than one reason to do a
| ot of things and to cast doubt on the practice of
shutting down boilers in port has to also be put into
the frame work that there are other regul atory schenes
t hat encourage it and you have to bal ance all those
t hings out and not just boilers, diesel engines too.

We have three ships in Al aska right now that
we will be fined by the governnment if we don't have
m ni mal equi pment running while we are in port. So
that stresses equi pnent too.

Al so sonetinmes we run into a situation where
the regul atory schene threatens safety, where the
constraints and penalties for say em ssions are so
onerous that a captain will be forced fromthat
standpoint to think about maybe | only have three main
engi nes on instead of four. He wants to have the
fourth one there for insurance, so to speak.

My whol e point the other day was that to take
anyt hing out of context fromthat standpoint | thought
was i nappropriate and there has to be balance in the
eval uati on of that whol e thing.

To say that you're stressing a boiler by
shutting it down and starting it up, well, you may be
stressing it, but you stress everything every tine you
use anything and was the stress refractory tubes,
drums, what are we tal king about?

My whole point is that to paint a picture
Wi thout putting it into the proper context is
i nappropri ate.

My question is the awareness of this question
of the boilers, would you consider this a fact to bring
to the attention of class?

A | would bring it to the attention of class to
say what's the class's -- as the experts, what's the
i nput .

Q Has it been done?

A | don't know.

Q You don't know?

A | do not personally know.

Q Finally, to your know edge, Peter, has there
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been ever any discussion with respect to the Norway,
change of class?
A Yes. There was that |'m aware of.
MR. HI SLOP: Ckay. Thank you.
MR CURTIS: Ken?

MR. CLSEN: |'ve got a few questions, |
realize that you may not answer them
EXAM NATI ON

BY MR OLSEN:

Q Can the persons you referred to as the risk
managenent persons give us sone type of information as
to how t he mai ntenance budget for the Norway is
devel oped wth respect to engi neering equi pnent?

MR. MASE: Most respectfully I"mgoing to
stand ny ground on this point and I'mgoing to instruct
M. Randall not to answer the question. You're free to
ask them M. dsen, just so you have your record.

MR. OLSEN. Carlos, would you like to ask
that one for ne?

MR. MASE: Let ne be clear. Carlos can't ask
t he question either, because |I'mnot going to allow ny
objection to this to be subverted by sinply having him
ask the questions.

MR. OLSEN: For the record, you're refusing
to respond to any questions from Coast Guard officials;
is that correct? Coast Guard representatives?

MR MASE: No, that's not correct. |I'm
refusing, as | said earlier, to allow any questions
that you may ask, M. O sen, to be answered.

I f you want the pass to Carlos and |l et him
ask questions, that's fine. |[If you want to ask
guestions here on this record, I'mgoing to instruct
M. Randall not to answer. My position is clear from
the two letters |I've sent to the Coast Guard and what
|"ve said earlier today.

MR. CLSEN: |'ve got another question.
BY MR OLSEN:
Q Prior to the casualty, are you aware of

havi ng any di scussi ons or having heard of any
di scussions with anyone regardi ng the existence of
fractures within the seans of the boiler?
MR. MASE: Don't answer that.
BY MR. OLSEN
Q Anot her question, would you expect a new
vessel superintendent in assuming his newrole as a
superintendent to thoroughly examne all existing files
that mght relate to the boilers on board the Norway?
MR. MASE: Don't answer that.
BY MR. OLSEN
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Q Wul d you expect a relieving chief engineer
to exam ne all those files as he conmes on board as
chief for the first time?

MR. MASE: Don't answer that.
BY MR. OLSEN

Q Wuld the work that's perfornmed on the
boil ers and | ogged i n work books which we've called
evi dence, would that work be expected to be found in
the AMOS-D system the conpletion of that work?

MR MASE: Don't answer.
BY MR, OLSEN

Q | was wondering if you could possibly give us
an indication of the types of material failures or
conditions that mght lead up to the reporting of a
non-conformty. Could you explain that, please?

MR MASE: Don't answer.
BY MR. OLSEN

Q Do you know or do you have any know edge of
the fitters on board the vessel having been certified
as welders to performwel ding on pressure vessels or
pi pelines or systens?

MR MASE: Don't answer.
BY MR, OLSEN

Q I n di scussing audit standards, the guidelines
that either internal or external -- well, interna
auditors follow what is the procedure to provide nore
details to those standards that are found inadequate?

MR MASE: Don't answer.

BY MR, OLSEN

During internal audits, would the review of
shi pboard files be part of an auditing procedure?

MR MASE: Don't answer.

MR. OLSEN. That's it for nmy questions.

Thanks.

MR. SALE: This is Jon Sale. | think the
record is clear that M. Randall is follow ng
instructions fromM. Mase in his corporate capacity.

MR MASE: I'll stipulate that | am

instructing himas an attorney who represents himin
his capacity as an enpl oyee of NCL.

And 1'Il further state that | believe M.
Sale and M. Randall in that regard are only foll ow ng
ny instruction and are not making their own deci sion.

MR. SALE: Jon Sale. M. Randall wants to
cooperate, but is followng instructions of his
enpl oyer and they tell nme they've docunented the basis
of their objection.

MR. OLSEN. That's fine. Thank you.

MR. CURTIS: Carlos, do you have any
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guestions?
MR. PAILLACAR. No questions.
MR, CURTIS: Brian Curtis.
FURTHER EXAM NATI ON
BY MR CURTI S:

Q Are you aware of any, through others in the
vessel or in managenent, coments made to the affect
that there may have been a problemw th mcro cracks on
the boiler?

A Absolutely not. And if | can qualify that
even further, I'mnot aware of any comments from people
on the vessel with regard to any cracks in pressure
vessel s on board, not just mcro cracks.

Q As part of the | SM SEMS system are the
officers on the vessel required to submt turn over
notes fromtheir trips?

A For their contract.
Q For the length of their contract?
A For their contract they are to do a hand

over, yes, and that's all docunented in the system and
| know that the Coast Guard has collected notes from
t he chi ef engineer.

Q Those are submitted to the chief, is that
correct?

A It electronically is recorded and the chiefs
typically keep a hard copy and there's typically a hard
copy on board the ship.

Q As part of an enployee's background, are
generally records kept, certificates kept on
i ndi vidual s working in the engi ne spaces, particularly
t he background certificates of a person's
qual i fications?

A | f you mean their training, in personnel
folders. That's where it's supposed to go and that's
what the process is.

Q From your take | ask this question, which
entity or organization is responsible for identifying
and reporting any mgjor unsafe condition found in a
particul ar piece of vessel machinery, nanely the main
boi | ers?

A (No response.)

Q Utimately reporting.

A What individual, what departnent?

Who ultimately is responsible? I'mtrying to
think of a clearer, concise way to phrase it. If a
problemis found on the vessel, who is responsible for
reporting that to upper managenent? How is that passed
up?

MR. MASE: This is Curtis Mase. You're
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t al ki ng about some kind of an engineering or technical
problem | gather?

MR. CURTIS: A boiler problem

THE WTNESS: W thout |ooking at the
specifics of the SEMS, |'ve already said that every
enpl oyee has got a responsibility to report on safety
issues. That's in the SEMs.

| f any engi neer saw sonething, they're
expected to pass it on up the line to the chief
engi neer. The chief engineer is responsible for the
techni cal plant on the ship and he's responsible for
conpliance with whatever the class, flag or even port
state requirenents are fromthat aspect.

The chief engineer is also expected to
provide details in the weekly technical reports and if
necessary, in the captain's daily reports to pass those
on. Wen you go into the SEM5, you'll see who receives
t hose reports and what the detail requirements are.
Shi pboard, that's the responsibility there.

Shore side, you have responsibilities for the
shore side personnel, too, and | can't cite to you
exactly what they say, but typically, if you have a
safety issue, typically on anything, boilers or
anything else, it's supposed to go up the line as far
as it needs to go to get addressed and it's all laid
out in the Safety Managenent System in the SEMS.

BY MR CURTI S:

You said the chief submts a weekly --
Techni cal report.

-- technical report?

Yes.

And that's submitted to?

There's a distribution, it's electronically
submtted and there's a distribution. | actually get
them on ny (inaudible) and while I'mnot responsible
for sone of those areas or any of those areas
particularly, it gives nme an indication of sonething |
may need to go | ook at.

>0 >0 >0

Q If there were a repair in the boiler or a
critical pieces of equipnent, that would be submtted
through the |1 SM process as well, right?

A A repair?

Q A problem found in the boiler, I"msorry, not
repair.

MR MASE: |I'msorry, this is Curtis. W're

not tal king about anything being fixed, we're talking
about identifying a problenf
MR. CURTIS: Just identifying a problem yes.
THE WTNESS: If it was a serious problem
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yes, it would be reported. Once that report is there,
then it's the responsibility of the responsible parties
to follow up on that. The systemal so allows, through
a nonitoring process, to follow up and make sure it
happens.

MR CURTIS: 1'mgoing to stop nonentarily to
turn the tape over. The tinme is 12:05.

(A brief recess was taken.)

MR. CURTIS: And we're back on the record
a ten-mnute pause. The tinme now is 12:10.
go to Ji mwal sh.

MR, WALSH: Ji m Wal sh

THE WTNESS: Hello, Jim

FURTHER EXAM NATI ON

BY MR WALSH:

Just a couple of follow up questions. You
menti oned you have a techni cal background and you' ve
wor ked on boilers in the past when you were with the
Coast Cuard, right?

A | did boiler inspections within the
constraints of the Coast Guard boiler inspection
programon U. S. flag vessels.

Q And that was for new building as well, when
you (i naudible)?

A No. Only fromthe standpoint of boiler
aut omati on.

Q Boi | er automati on. \Wen your ships have
t heir annual passenger ship safety certificate
i nspection, do you attend or does any nenber of your
team attend that?

A No.

Q How about any special surveys for boilers or
di esel s, do your teans attend that?

A No.

Q How does your office neasure the performance
of class and/or flag?

A There's various ways to neasure that, but

it's going to depend on what we find on our audits and
what we see on port state and on feedback fromthe
ships and from operations personnel.

Q Are you or your team or anyone el se that
you're aware of making reports on the adequacy, whether
it's adequate, whether it's above what you woul d expect
or bel ow what you woul d expect on either class or flag
surveys or inspections?

A We don't quantify them so it's going to be
subj ective opinion and if we see a trend on sonet hi ng,
but part of our -- a deliberate part of our audit
process is to look at things that the class and the
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flag are supposedly taking care of to see if there are
shortcom ngs and we find shortcom ngs.

Q On a diesel, class would probably take a | ook
at a liner every so many thousand hours of operation,
correct?

A Who would do that? Do you nean ny audit
group?

No, no. | was saying that class would
require a piece of equipnment to be exam ned after so
many thousand hours.

A What ever the standard they' ve set up for the
pi ece of equipnent. W' re going to eval uate whether we
find evidence that what they're doing is inadequate.

Q Real i zi ng that you have boilers on every
ship, but only one ship has propul sion boilers, has yr
of fice or the technical departnent hel ped you in doing
it, created the adequacy of the standards used by cl ass
or flag to | ook at the boilers on board the Norway?

A | can't speak for technical. | have not, no.

My departnent has not.

Q Are you aware or is anyone else in your
departnment aware of the frequency of the inspection of
t he boilers on the Norway?

A Well, | have know edge as a result of when
see weekly technical reports when they cone in and we
nmoni t or whether they stay within class, but further
t han that, no.

If an issue conmes up with -- and we'll talk
specifically about the Norway. |If an issue came up on
t he Norway concerning a boiler and the conmunication
route, the device for it is sinply soneone telling the
chief this needs to be done, he does it, does that
necessarily nmean there's going to be a report that
works its way up through the chain that sonething got

repaired?

A Wth regard to the conpliance program or
overal | ?

Q Let's say if soneone, let's say a watch

of ficer and you could extend that out to al nost any
ship, if a watch officer, in this case on the Norway,
cane to the chief and said we need to fix this or
repair it or do sonething about it and the chief says
fine, I'll take care of it.

Now, does that watch officer's concern
somehow work its way up through the chain because the
chief has said I'lIl take care of it?

A There's several nmechanisns for that, as
descri bed. You have the safety and environnent al
commttee, the crew and you have the designated person.
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Q Ri ght, but --

A Al'l of which are there to nake sure that a
safety concern doesn't get dead headed with any
i ndi vi dual .

MR MASE: Jim this is Curtis Mase. Are you
asking himwhether in that particular situation that
you're describing the report that was nade and handl ed
on the ship would necessarily go up the chain?

MR. WALSH  Right.

THE WTNESS: |'m not even sure a report
woul d be made by a second engi neer, other than a verbal
report.

BY MR WALSH:

Q Right. That's what | was getting at.

A | would not expect to see a witten report on
that to get action if there was a problem because
there's other nmechanisns there to facilitate that
information getting to the people that need to act on
it.

Q Right. | guess ny point is is there a weak
link here fromship to shore if there is sonething that
is being constantly repaired, whether in our case
earlier we were tal king about a light bulb or an
indicating light, or sonething even like a clinoid?

If it's constantly being repaired and done at
the ship level, there doesn't necessarily have to be a
communi cation to shore side managenent, correct?

MR MASE: This is Curtis. | don't know
whet her you're still working on the weak |ink question,
but it seems to ne like that's sort of supposition and
opinion and a little bit far afield of what we're
supposed to be doing here.

MR. WALSH:  Yeah, | was still on the weak
link.

BY MR WALSH:

So instead of beating that dead horse, howis
t he desi gnated person's perfornmance eval uat ed?

A You'l'l have to ask his boss, not ne.

Q When you are the designated person, howis
your performance eval uat ed?

A By the president of the conpany.

Q No, not by whom but how?

A You' d have to ask the president of the
conpany.

Q As the VP of Environnmental and Regul atory,
how i s your performance eval uat ed?

A By the president of the conpany, the person
report to.

Q Right. That's the person who is eval uating
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you and your formal evaluation is based on?

A Formal eval uation forns.

Q What do you have to show to see that you're
perform ng better than you did before or worse than
before? Wat do you have to do, what do you have to
show there? Wat's on the fornf

A | haven't got the formnenorized, you'll have
to look it up. I'msorry. |It's part of the system
The formis there, | see it once a year on each of the
guys that work for nme and once a year on nyself.

Q Ri ght now are you aware of any part of your
eval uation that would say that you have corrected so
many non-conformties or a hard standard al ong t hose
[ ines, nunbers driven?

A No.

Q For training, we're just going a little bit
away now fromthe boil er aspects, but for training,
when we were on board and speaking with you earlier, we
had tal ked about NCL havi ng conducted a nass casualty

injury drill in Hawaii?

A Correct.

Q Were there | essons | earned produced from
t hat ?

A Yes.

Q W'd like to formally put a request in for
t hose | essons |l earned, if we haven't already.

A | woul d suggest you put themw th MO
Honol ul u.

Q Do you have a copy?

A | don't personally. | believe the VP

Nautical has it, because he was responsible for setting
our part of that up and he's responsible for shipboard
safety.

MR MASE: This is Curtis Mase. W can check
and see if we've got a copy and if we have one, we'll
make it available to you.

BY MR WALSH:

Q As far as the fire fighting aspects on board
t he ship, does your departnent, Peter, have anything to
do with that?

A From an audit standpoint and reconmmendati ons
for inprovenment, yes.

Q How do you neasure performance?
A Whet her they -- well, give me a specific.
Q Well, response tine. How do you neasure
t hat ?
A For a fire?
Q For any energency, your Code Bravo. | take

it fromwhat they're looking at in the Norway's
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i nstance Code Bravo calls out your general energency.

A Basically, during the audits we do drills.

Q Ri ght .

A And we try to set scenarios and the audit
teamw ||l | ook at whether we think it was as efficient

and tinely as it possibly could be and we have
frequently said no, let's do it again.

Part of the audit process frequently is to
suggest inprovenents on the spot and change their
procedures shi pboard and we' ve frequently cone back
wi th suggested changes to the Safety and Environnental
Managenent System In fact, the audit process has
contributed a great deal to the inprovenent of the
system

But as fromas an objective criteria, the
only one that I think we apply is for rescue boats. |If
there's a (inaudible) standard, we apply it, if there's
a witten standard we apply it. O herwise it's going to
be subjective based on the experience and observations
of the audit team

Q Based on those experiences, what is the
conpany's standard for response tine for crew nenbers
on energency teans to be dressed out in their fire
fighting equi pnment, on station?

A It depends on what they were doing at the
time, Jim | can't say there is an objective standard
and that's going to be -- | don't see how you can. |If

it's a waiter standing in the dining roomjanmed behind
atable or it's a stoker who is in bed asleep, it's
going to be subjective.

Q Do you have a range?

A No. |It's going to be as fast as possible
based on the observation and experience and the
ci rcunst ance.

Q Do the ships each have a fire plan devel oped
specifically for then®

A Yes.

Q Is the training on fire fighting geared
specifically for the ship?

A Yes.

Q s it formal ?

A To the best of ny know edge, yes.

Q At this tine we'd also like to formally
request the formal ship-specific fire fighting training
docunentation for the Norway.

Do you know of any programthat your group or
any other group in Norwegian Cruise Lines has set up
for crew and guest evacuation while in port?

A Say agai n?
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Q Has NCL, to the best of your know edge, set
up a special programfor the evacuation of crew and
guests in port?

A |'d have to consult with the VP Nauti cal
because I know that at |east sone, if not all the ships
have a ship-specific and port-specific plan.

Q Do you know if the Norway does?

A | do not off the top of ny head, but I
bel i eve they do.

So when you say a ship-specific plan for in
port, that's along side, at anchor or both?

A | assune by "in port" you're tal king about
al ong si de.

Q Al right, let's go with that assunption that
it's along side.

MR MASE: Jim--

BY MR WALSH:

Q | f one exists, we haven't been able to find
it and we'd formally like to request if we could have a
copy of the in port evacuation process and how t he
shore side plan nmeshes with the shipboard pl an.

MR MASE: This is Curtis Mase. We'll | ook
for that. Jim we've got a tine constraint here we
were just trying to tell you. Are you about done?

MR. WALSH. Yes, sir, | am

MR. MASE: Can you just quickly wap up then?

| don't nean to be difficult, but Jon Sale -- are you
done?
MR. WALSH. Yes. | amfinished.
MR. CURTIS: Actually, | think just one nore
guestion, | believe Ken.
MR. OLSEN. This is Ken A sen, U S. Coast
Guard Headquarters. | have one |ast question.

FURTHER EXAM NATI ON
BY MR OLSEN

Q Is it possible that there was no human
i nvol venent in association with the cause of this
casualty? In other words, could it be strictly a
material failure?

MR. MASE: Don't answer that question.
MR. HI SLOP: One quick one?

FURTHER EXAM NATI ON
BY MR HI SLOP:

Q Goi ng back to change of class that was
brought up earlier, what reason or reasons woul d NCL,
pertaining to the Norway, consider a change of class?

A | can't specul ate on that.

MR. PAILLACAR: |'ve got a couple of quick
questions. Carlos Paillacar, Coast Cuard.
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MR. SALE: You've got to be quick, | have
five mnutes and that's it. That's literally five
m nutes because | can't be held in contenpt.

MR. PAI LLACAR | under st and.

EXAM NATI ON

BY MR PAI LLACAR

As a marine inspector, you were involved in
boi |l er inspections and you were involved in several
i nspections (inaudible). Have you ever been through a
cl ass survey?

A No.
Q You' ve never been at a class survey?
A The only time related to a class survey would

be break outs, which | would have. During 1990 | woul d
have considered themto be typical of a class survey.

Q Wil e you have been enpl oyed with NCL, have
you ever w tnessed such class surveys done on your
vessel s?

A No.
Q Are you famliar with the CV progranf
A Yes.
Q Are you a qualified CV inspector?
A | was.
Q Do you think the 840 book and the scope of
i nspection of an annual control verification -- what do

you think of that? Do you think it covers all areas
that you as a conpany representative would |ike the
Coast CGuard to check or you would like it to be |less
i nvol ved or nore involved?

A |"d like to | ook at the book. As it stands
right now, | have no problemw th offering suggestions
to the book and 1've recently offered suggestions to
change the environnental book.

Q | s the Coast Guard, in the view of your
conpany, a good agency to overlook the job of the class
soci eties?

A In the view of ny conmpany or in the view of
me?
Q In the view of you, if you like.
MR MASE: Well, | would like. This is
Curtis. 1'd like himto give his view

THE WTNESS: M personal viewis it depends
on the experience and training of the people doing the
oversight and specifically |I left because | felt that
t hat experience and training was bei ng underm ned.

BY MR PAI LLACAR

Q This is regarding one of your statenents that
you said that you woul d expect if you have a bl ackout
to have a form you know, reported to you and

EXECUTI VE COURT REPORTERS, | NC.
(301) 565- 0064



@ 0N e e AN .

42

obviously, regarding the tinme constraint, you know, you
woul d have an immedi ate report sent to the conpany via
the master and then sone report in witing regarding

t hat .

A Correct.

Q | s the expectation also to have the master or
t he conpany report such a thing as a bl ackout to the
Coast Cuard and fill out a 2692?

A If it fits into the requirenents of 2692,
yes, and that's built into the Safety and Environnent al
Managenment System There's cl ear guidance in there on
what shoul d be report ed.

Are the masters of the vessels nade aware
that immedi ately after addressing safety concerns they
are required to notify the Coast CGuard?

A Yes. And what they do is they contact the
Vi ce President of Technical to verify the timng and
the requirenent to do it.

MR MASE: COkay. |'d like to stop the
guestioning right now and if those involved in the
interview feel that nore questions would like to be
asked at a future date, we can arrange to get together
and finish those questions as M. Sale --

MR. PAI LLACAR  Yes, definitely.

MR. MASE: -- has an appoi ntnent.
MR. CURTIS: Thank you. The time nowis
12:30 and for now we'll conclude this interview

(Whereupon, at 12:30 p.m the interview was
concl uded.)
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