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Seasons Greetings from Dave Meehan, President & CEO

As 2007 draws to a close and
we look ahead to the chal-
lenges, and ultimately the
successes which lie before us,
| want to personally thank
each and every member of the
extended family of Aker Phila-
delphia Shipyard for your com-
mitment to this wonderful yard.

While the day-to-day tasks
facing every employee are
difficult and complex, our col-
lective resolve is showing re-
sults. Three state-of-the-art
vessels delivered during the
year, each of increasing qual-
ity and decreasing build time,
have continued to transform

the perception of the yard from
skepticism to confidence.

From my family to yours, |
extend to you wishes for a
happy and healthy holiday
season as well as a new year
which is safe and

personally fulfilling. QW_‘_____

Third Product Tanker Delivered

The third product tanker built
by Aker Philadelphia Shipyard
was delivered to Overseas
Shipholding Group on Friday,
November 16th. A Naming
Ceremony for the vessel was
held the following afternoon,
and the ship departed the yard
a few days later to begin
transporting petroleum prod-
ucts for BP Shipping.

The Overseas Los Angeles
had the shortest building time
of any vessel constructed by
the yard. Following very suc-
cessful sea trials, it was deliv-

ered per the original planned
delivery date with no remain-
ing work to complete, both
significant achievements.

This is the second vessel de-

livered for service with BP and
the third ship delivered during
2007, a clear indication of the
commitment to delivering on
our promises evident through-
out the entire organization.

Hull 007, the Overseas Los Angeles, on the Delaware River during sea trials.

Aker Philadelphia Shipyard Listed on Oslo Stock Exchange

Aker Philadelphia Shipyard
has been listed as a publicly
traded company on the Oslo
Stock Exchange. It's ticker
symbol is AKPS.

Previously a sister company to
the group’s ship-owning op-
erations and a subsidiary of
Aker American Shipping, the
shipyard and ship owner both
grew faster than expected,
prompting the Board of Aker

American Shipping to approve
splitting the operations into
two separately listed entities.

Among other benefits, splitting
the companies yields two fo-
cused organizations, each
with the ability to improve
growth opportunities on a
stand-alone basis.

For employees, the new listing
will have zero impact on day
to day operations, with the

shipyard continuing ‘business
as usual’ in constructing pre-
mier vessels for the US Jones
Act market.

First day of trading for the
shares was December 17.
Shares on the Oslo Stock
Exchange can be tracked by
visiting the organization’s web-
site, www.ose.no, or via the
shipyard’s website,
www.akerphiladelphia.com.
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2007 - Year in Review

In terms of vessels delivered,
2007 was a year unmatched
by any other in the history of
Aker Philadelphia Shipyard.
In the span of 11 months,
three vessels were delivered
by the yard: Hull 005, the
Overseas Houston (February),
Hull 006, theOverseas Long
Beach (June) and Hull 007,
the Overseas Los Angeles
(November).

The challenges presented by
any series’ first vessel re-
sulted in a moderate delay in
delivering the first tanker, but
continuous improvements
from ship to ship have been
evident, with the third tanker
delivered within two weeks of
its original planned date.

Hull 005, the Overseas Houston.

In addition to the three ves-
sels delivered during the year,
two new tankers were started,
the fifth and sixth ships in the
current build program.

Working to our values while
targeting our operational
goals was an overriding
theme surrounding all the
year’s efforts, and one which
will be continued going for-
ward. AIM 200 initiatives
were developed to advance
the yard into a facility which
consistently delivers three
ships per year.

As a direct result of one such
initiative, for the first time in
the yard’s history an engine
room section - not a less
complex double bottom sec-
tion - was set first in the dock
on Hull 010, following the
preferred build methodology
for the tanker vessels.

Several infrastructure im-
provements were also com-
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1E11 of HII 009 is set in the dock.

pleted during the year, includ-
ing an extension of the Build-
ing Dock’s east luffing crane’s
rails north to the full length of
the dock and improvements
to the yard’s main entrance.

During the year an eye was
also kept on the future, as an
exclusive cooperative agree-
ment covering containerships
was reached with Hyundai.
Additionally, agreements
were signed for two new
product tankers, and the an-
nouncement was made that
APSI-built ships will be the
first to serve the emerging
shuttle tanker market in the
Gulf of Mexico.

2008 - Charting a Cours

In 2007, we made a clear
statement to our stakeholders
and the market we serve that
Aker Philadelphia Shipyard
delivers on its promises, on
time, and with quality. The
year ahead will provide am-
ple opportunities to reinforce
this view of the yard.

For the first time ever, six
vessels will be under con-
struction during the calendar
year. Two more ships in the
tanker series are scheduled
for delivery (Hulls 008 & 009),
while construction will begin
on three additional vessels in
the program (Hulls 011, 012
& 013). Hull 010 will begin
the year as pieces of steel in

Plates from Hull 010. The vessel
will be launched in 2008.

the fabrication shops and end
the year undergoing testing
and commissioning in the
Outfitting Dock.

In July, having completed the
prescribed four-year curricu-
lum, the first class of profes-
sional shipbuilders will gradu-
ate from the yard's very suc-
cessful apprenticeship pro-
gram.

Improvements to the yard's
infrastructure will continue in
2008 as well, with the con-
struction of a new lunchroom,
locker room and training facil-
ity to be located in the area
north of Building 620. The
structure will be a modern
space usable by production
employees.

Finally, while the tanker pro-
gram is in full swing, prepara-
tions will be ongoing for the
yard’s long-term future, with
opportunities in new markets,
including containerships and
shuttle tankers, being con-
tinually investigated and pur-
sued.




AIM 200 Update

AIM 200 was launched in late
2006 with the goal of
continuously improving work
processes, "AlM”ing for
productivity levels twice as
good as they were at that
time (200%). Just over a
year later, the program is now
a strong foundation for
continuous improvement.

AIM 200 has made significant
progress in all six of the
original program areas -
communications, welding,
planning and scheduling,
tools, material logistics, and
overhead cost awareness -
and has recently added
human resources as a
seventh focus. Notable
accomplishments in 2007, the

-AIM1200

first full year of the program,
include: Improved welding
performance, better stocked
tool cribs, improved sorting of
materials, welding training,
and improved communication
of important topics.

Additionally, targeted efforts
have been implemented to
improve performance in
specific areas, such as the
introduction of detailed
welding books in the dock as
well as the current shop focus
project.

The welding program in par-
ticular is an area which to this

point has shown impressive
results: Through training,
improved processes and the
efforts of our welders, fitters
and support personnel, the
failure rate on non-destructive
test welds has been cut by
more than half during 2007.

In 2008, it will take even
greater effort in each of the
focus areas to continue
improvements in the way
work is performed. Following
the commitment to AIM 200
begun in 2006 will further
advance quality and
performance, while pos-
itioning the shipyard to
achieve its operational target
of three ships per year.

APSI Vessels to Enter Shuttle Tanker Market

On October 4, agreements
were signed with OSG to
build and charter two addi-
tional vessels, bringing the
total series of tankers to 12.

In addition to the clear sign of
confidence shown in the yard
by OSG, the two vessels are

significant for another impor-

tant distinction: these will be

the first US built vessels to

serve as shuttle tankers, a
type of vessel used to trans-
port crude oil from offshore oil
wells to onshore refineries.
Although shuttle tankers are
currently in use in the North
Sea and off the coast of Af-
rica, no vessels currently do
this in the US market.

The two vessels to be con-
structed by APSI will be

leased to OSG for charter in
the Gulf of Mexico by Petro-
bras, a Brazilian oil company.

When in service, these ves-
sels will have a bow thruster
and controllable pitch propel-
ler to help them maintain po-
sition in the open sea, as well
as a special bow loading sys-
tem for accepting oil from
offshore rigs.

Safety Update

Working safely is central to
everything we do at the ship-
yard. Itis our very first value
and our number one opera-
tional goal.

The year 2007 saw an even
greater emphasis on safety,
at every level, than ever be-
fore. Rather than something
we all have to do, safety has
become part of our working
culture.

Those efforts have shown
dividends: to date, the over-
all injury rate in 2007 is 33%
lower than in 2006. Even
more importantly, the most
serious incidents - measured
by the number of injuries re-
sulting in lost work days or
restricted duty days - are both
down at an even greater rate.

However, even one injury is
one too many, and we strive

for a zero-tolerance standard
which focuses on the goal
that all incidents are prevent-
able.

To that end, in addition to
targeted efforts to address
specific safety issues, begin-
ning in 2008 a member of the
HSE staff will be on duty dur-
ing second shift, increasing
safety oversight to 16 hours a
day.

Did you know...

Five prominent local
politicians visited the
yard in 2007 and saw
firsthand the quality
work being done by
employees.

They were:

Congressman
Joe Sestak (D-PA)

Congresswoman
Allyson Schwartz (D-PA)

Congressman
Pat Murphy (D-PA)

Senator
Arlen Specter (R-PA)

Governor
Ruth Ann Minner (D-DE)

To date, the
overall injury
rate in 2007 is

33% lower than
in 2006.
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A Solid Order Backlog
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We're on the web!

www.akerphiladelphia.com

Aker
Philadelphia
Shipyard

Aker Philadelphia Shipyard
2100 Kitty Hawk Avenue
Philadelphia, PA 19112

Phone: (215) 875-2600
Fax: (215) 875-2700

The graphic above illustrates the impressive backlog of vessels on order with the yard.

The solid orange lines depict firm, signed agreements for product tankers (9 remaining) to be
delivered to Aker American shipping, while the gray dashed lines indicate option agreements with
that company for up to 13 additional vessels.

Product tankers 8 and 11 are slated to be converted for shuttle tanker use.




