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NEW OWNERS REFLOAT

DAVIE SHIPYARD

The first large vessel to be built at the yard
in two decades signals an important day
for the shipbuilding industry in Canada

MARK CARDWELL
SPECIAL TO THE GAZETTE

LEVIS
he traditional smash-
Ing of the champagne
bottle on the first ship
built at Canada’s
oldest and biggest
shipyard christened the Cecon
Pride Friday. That symbolic act
at a dockside ceremony in front
of about 1,000 guests at the Davie
Shipyard also signalled the resur-
gence of shipbuilding in Quebec.

The Cecon Pride is the 717th
vessel to be built at the Davie
shipyard, which was itself
launched in 1825.

“I've seen some high and very
low tides here over the years,”
said Steven Blaney, MP for Lévis-
Bellechasse, from a raised po-
dium next to the blue-and-white
vessel as the sun broke through

the clouds on a bitterly cold fall
day.

“But today is the beginning of
anew direction for Davie.”

The Cecon Pride is a 130-metre
vessel specifically built to oper-
ate in harsh conditions like that
of the North Sea oilfield.

While not technically launched
— it was sitting in about four
metres of water in a dry dock —
it is about 90 per cent completed,
said Kyley Sampson, the Cecon
Pride’s project director.

There are about 5,000 ships of
this kind operating around the
world, as opposed to about 80,000
cargo ships.

Billed as the most complex ves-
sel ever built in Canada, it can
be used for multiple deep water
tasks in the offshore oil and gas
industry, from emergency deep
sea well intervention to pipe lay-
ing and construction.

“They’re not like the cookie
cutter ships built in China, but
Canada can very easily built
these kind of ships because
they’re not easily duplicated,”
Sampson said.

“They’re small and we can
make them.”

Davie chairman Alex Vicefield
said earlier such specialized ves-
sels are normally built in Eur-
ope.

It is the first large ship to be
built at the Davie yard in two dec-
ades.

The last was a ferry for Marine
Atlantic that plied the 110-km-
wide Cabot Strait between Cape
Breton Island and Newfound-
land.

“I'think thisisavery important
day for the shipbuilding industry
in Canada,” said Peter Cairns,
president of the Shipbuilding As-
sociation of Canada.

“Davie has gone through some
really tough times and (the new
British owners) are following up
on what they said they would do
when they bought the yard ear-
lier this year.”

Please see DAVIE, Page (6

Virginia Bowen, wife of Davie CEO Alan Bowen, prepares to cut
the ribbon to name the new ship Cecon Pride, on Friday.
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DAVIE ‘Labour force is excellent, facilities are extremely good’

CONTINUED FROM C1

Friday’s launch came al-
most a vear to the day of the
announcement of Davie's
sale to Zafiro Marine — re-
cently renamed Inoca Capital
Partners — a London- and
Monaco-based fleet manage-
ment company.

The new owners credited
the Cecon Pride ceremony on
the efforts of the 739 workers
who have been recalled to the
vard in recent months.

They also say they are now
well positioned to compete for
new shipbuilding and main-
tenance contracts in Canada
and abroad.

According to Vicefield, the
costs of new ships are rough-
lv 60 per cent materials, 40-
per cent labour.

“You can’t do much about
material costs,” he said in
a CBC Radio interview this
week. “But labour costs —
that’s where the competitive
edgelies.”

He noted that the union-
ized wage rates being paid at
Davie are far lower than in
European vards.

“I can tell you that com-
pared to vards in, say. Nor-
way, it's about half,” Vicefield
said.

He added however that
quality of workmanshi
Davie issecond to none.

“The labour force is excel-
lent and the facilities are
extremely good,” Vicefield
said. “There has been a lot of
money invested here over the
past 20 years.”

The result is that many
Canadian and foreign com-
panies have made formal in-
quiries about ship-buildin
projects, particularly for
ferries and offshore vessels
like the Cecon Pride — about
$1.2 billion worth in the last
few months alone, Vicefield
stated.

In addition to bidding on
those countries and finishing
the five vessels already in the
vard, Davie is also interested
in federal shipbuilding work.

He noted that Davie has re-
centlv hired several senior
managers from the two, 2011
winners of the $33-billion
national shipbuilding strat-
egy bid process — Halifax’s
Irving and Vancouver's Sea-

L]

Davie Nnished a distant
third — it was then insolvent
and had been out of operation
for 18 months.

But it soon recpened under
new management and landed
an untendered and contro-
versial $120-million contract
to build two car ferries for the
Société des Traversiers du
Québec.

The deal was needed for
Davie to be eligible to make a
last-minute bid for the federal
contracts.

Vicefield is now confident,
however, that Davie has a
good chance to land some of
the remaining $2 billion that
the federal government plans
to spend on the construction
of more than 100 smaller sup-
port and patrol vessels for the
Canadian Coast Guard and
the Navy.

“They absolutely interest
us,” he said. “What we can do
at Davie is create a produc-
tion line which creates effi-
ciencies that can make cost
savingsasaresult.”

He also hinted that Davie
would be “capableand ready”
to take on work from the first
bidding process if Irving or
Seaspan don't have the cap-
acitytodoso.

He wasreferringtoareport
earlier this year from federal
spending watchdog Kevin
Page, who questioned the
ability of Seaspan to fulfill its
$8-billion part of the contract
to build seven or eight combat
and non-combat vessels.

“Seaspan’s experience has
been in the field of barges.
ferries, smaller commercial
ships,” the parliamentary
budget officer wrote in his
report, which was released in
February

“The company has very
little experience in the class
of ships that will be produced
(and) the workforce, while
potentially experienced gen-
erally, will have less direct
shipbuilding experience than
would be desirable.”

Vicefield said Cecon Pride,
together with Davie’s storied
past in making warships, pro-
vides tangible proof that his
yard has the ability to handle
the engineering complexities
of the federal shipbuilding
program.

“We're now building five
ships and we're operating at
only 30-per-cent capacity,”
he said. “And (Friday) shows
what we're now capable of
doing.”

That is a sea change from
a generation ago, when the
yard was marred by union
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A bottle of champagne shatters on the hull of the Cecon Pride, Friday.

trotubles and a militant work
force

“The union was more
in charge than the bosses
were,” said Andre Vermette,
a former ship’s manager who
spent 38 years at the Davie
vard, many of them as the
top blue-collar worker on
site who directed the work on
new-build ships.

He recalled one incident
in the early 1980s when Paul
Desmarais visited the yard,
which was a subsidiary of
his Canada Steamship Line,
with former prime minister
Jean Chrétien, then a senior
Liberal cabinet minister:

“The workers burned Des-
marais in effigy from the top
of the highest crane on the
yard,” Vermette said. “Des-
marais sold the place (to
former prime minister Paul
Martin)not long after that.”

The yard then began a slow
descent Into a Nnancial abyss
that lasted until the mid
1990s, when former owner
Dominion Bridge declared
bankruptcy.

The yard spent a decade in
receivership and was about
to be liquidated in a dockside
auction when a Norwegian
company — Teco ASA —
bought it in 2008.

Another Norwegian com-
pany — Cecon ASA, an Oslo-
based subsea installation
contractor — ordered three
ships.

The Canadian government
provided the publicly-traded
Norwegian company loan
guarantees of up to $200 mil-
lion U.S. to support construc-
tion of the three vessels at the
Davie yard.

However, the vard’s owners
— a subsidiary of another

publicly -ty aded Norweglian
company, flled for creditor
protection in Quebec Super)
or Court in February 2010

As a result, the three ships
have sat unfinished in the
Davie yard.

Since Zafiro/Inoca’s ac-
quisition of the yard was ap-
proved on Nov. 1, 2011 by the
yard's major creditor — the
Quebec government — a ser-
ies of events have unlocked
the financial resources re-
quired to complete work on
the Cecon vessels.

Cecon notably secured $280
million in financing from
York Capital Management, a
Manhattan-based employee
hedge fund, and repaid the
Export Development Canada
$107.5 million in outstanding
loans in February.

Cecon announced in April
that “ownership of (our) ves-

sels under construction in
Canada” now belongs to a
new subsidiary called Rever
Offshore AS.

Cecon and York respective-
Iy own 85 per cent and 15 per
cent of shares in Rever.

Rever is supplving money
to Inoca and Davie to com-
plete the three vessels, which
are legally identified as hulls
717, 718and 719.

Friday's ship naming,
together with the apparent
turnaround inthe oft-scuttled
shipvard's financial fortunes,
both amazes and puzzles Ste-
phen Gordon, a Universite
Laval economics professor
who writes an international-
Iy popular blog on Canadian
economic matters.

“The fact that they were
able to attract and rebuild a
skilled labour force in this
region is a major accomplish-
ment, a real tour de foree, The
unemployment rate in the
Quebec City area Is extremse
ly low the lowest of any
city east of Saskatchewan in
fact. We're on a par with Cal
gary.”

Once the hoopla from the
Cecon Pride ceremony dies
down, however, Gordon said
the company will be faced
with the return to the harsh
realities of the shipbuilding
industry.

“It takes huge investments
to be profitable in a business
like that,” he told The Gaz-
ette. “It takes a lot of time
and money to do that. Only
time will tell if they have the
wherewithal todo that.

“(Friday's) event is nice
and it’s a real accomplish-
ment for the new owners. But
it isnot an indication of their
long term viability.”

Watered-down labour code ‘affront’ to workers






