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OUR VISION

To become a reputable medium-sized global niche market leader in the provision of
client-focused and distinctive quality maritime administration and related services that

add valuetoourcl i ent s6 operations, me et and promot
positively contribute to the development of the Cayman Islands.

OUR MISSION

The Maritime Authority will facilitate the development of the Cayman Islands as an

international maritime centre and help foster a dynamic environment that supports its
clientsdé efforts to manitiesmand returns, hwhilstrpromgoting wt h 0
compliance with international standards, regional agreements and domestic legislation

in the areas of maritime safety and security, pollution prevention, and social
responsibility.



AUTHORISATION AFFIDAVIT

30 June, 2012

To All Concerned:

| hereby authorise the dissemination of this document, which constitutes a summary of
the activities of the Maritime Authority of the Cayman Islands during the fiscal year 1
July, 20117 30 June, 2012, to all relevant parties.

It includes the financial results of the organisation, duly audited and approved by the
Auditor General.

It is submitted to the Cabinet of the Cayman Islands Government and is tabled in the
Legislative Assembly as a public document.

A. Joel Walton, JP
CEO, MACI



STATEMENT FROM THE CHAIRPERSON

On behalf of the Board of Directors of the Maritime Authority of the Cayman Islands
( MACI ) , I am pleased to present to you
June, 2012.

This fiscal year, the organisation has continued to face many constraints due to the
ongoing decline in the global economy. Needless to say, this has presented MACI with
many challenges, to which it has risen to the occasion in a very professional manner, as
is to be expected from the Authority.

MACI has continued to remain at the cutting edge with continual revision of domestic
legislation to keep current with international maritime standards, as well as
technological advancements to better facilitate day-to-day operations for employees and
clients alike. Meanwhile, the Authority has also provided a restructuring of fees which
continues to rival other flag states and keep clients satisfied, while further attracting
business.

With much global uncertainty ahead, MACI continues to remain very confident in the
solid foundation which it has built over the years. | am proud of the way in which the
organisation has manoeuvred its way through many obstacles and has triumphantly
endured through the troubled times.

| remain optimistic for a more positive fiscal year 2012/13.

Bruce Blake
Chairperson, MACI Board of Directors
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STATEMENT FROM THE CEO

The fiscal year 2011/12 was marked by MACI accomplishing many noteworthy
achievements, which have continued to reinforce MACI as a truly prestigious flag
administration.

The Registry achieved its best year ever, in its more than 100 years of existence, in
terms of both the total number of vessels registered and total gross tonnage,
representing an enhanced reputation for the Cayman Islands.

Embracing the e-commerce philosophy, a number of technological advancements were
made this period through the introduction of the Cayman Islands Regulatory Intelligence

System (CIRIS) to provide MACI édocsdatesregulptoryoper at

information on a subscription access basis. As part of CIRIS, the Laws and
Administrative Procedures (LAP) Manual and associated examination for officer
candidates was developed and implemented to enable seafarers to demonstrate
proficiency in Cayman Islands laws and procedures.

The United States Coast Guard (USCG) has again recognised MACI for its excellent
Port State Control record and listed the Cayman Islands among the elite qualifying flag
administrations eligible for the prestigious Qualship 21, which attests to the high-quality
vessels registered within the Cayman Islands.

Furthermore, MACI1 06 s whit e I i st status across
Memoranda of Understanding ranking systems was augmented by the designation of
Al ow risk, o following the final report

commenced during the 2010/11 period. This was a major achievement and a significant
benefit to the ships that fly the Cayman flag.

In demonstration of MACI keeping abreast of developments in the maritime legislation,
significant work has commenced on the complete revision of the Merchant Shipping
Law, and in preparation for the implementation of the Maritime Labour Convention.

In a bid to remain competitive, MACI carried out an in depth review of its Annual
Tonnage Fee structure.

During this period, the Authority introduced an annual series of fora and seminars,
commencing in Monaco and Turkey, with the purpose to reinforce Cayman as a
jurisdiction of vessel registration.

Concluding another successful year, in spite of many economic challenges, MACI has
managed to stay the course once again, and has continued to prove itself an aggressive
contender on an international level, meanwhile continuing to stay ahead of its
competition with regard to revamping of legislation, provision of services, innovating
technology and competitive pricing.
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We look forward to the new fiscal year 2012/13.

A. Joel Walton, JP
CEO, MACI



ABOUT THE MARITIME AUTHORITY

The Maritime Authority of the Cayman Islands (MACI) is a statutory corporation formed
as a separate legal entity under The Maritime Authority of the Cayman Islands Law,
2005, that came into effect 1 July, 2005.

ROLE AND FUNCTIONS

The original Cayman Islands Shipping Registry (CISR) maritime administrative
structure, which is the main forerunner to MACI, was established in 1903 when George
Town was formally recognised as a British Port of Registry. The CISR obtained British
Registry Category 1 Status on 25 July, 1991. The Category 1 Group of British Registries
includes Bermuda, British Virgin Islands, Cayman Islands, Gibraltar, Isle of Man and the
UK. Alloftheseso-c al | ed 0 R &aebistites cam rggister vessels of any age, size
and type, provided they meet international standards. The CISR is now a division of
MACI; however, there are a number of other critical responsibilities that have been
added to the Authority. The Authority combines into one body:

1. The original Cl SR6s vessel and mortgage
survey and audit services;
2. The overall responsibility for implementing Cayman6 s mar i ne pol |l uti on

maritime safety and security, and seaf ar er s o we | fuadere obl i
international Conventions and Codes and Cayman legislation for Cayman-
flagged vessels;

3. The responsibility for t he 1 mpluedarethet at i on
Caribbean Memorandum of Understanding on Port State Control for foreign-
flagged vessels entering Cayman Islandsd ports and for marine casualty
investigation activities in relation to Cayman-flagged vessels;

4. The responsibility for national maritime policy formulation, the provision of advice
on maritime-r el at ed matter s, and the de-velatedop ment
legislation;

5. The responsibility to represent Cayman at international fora and to protect its
maritime interests; and

6. The responsibility to facilitate the development of the Cayman Islands as an
international maritime centre.

RELATIONSHIP BETWEEN THE CAYMAN ISLANDS AND THE UNITED KINGDOM
GOVERNMENTS

The Authority is wholly-owned by the Government of the Cayman Islands, but governed
by a Board of Directors appointed by the Governor of the Cayman Islands. MACI
reports to the Cabinet of the Cayman Islands through the Ministry of Finance, but is also
answerable to the UK Secretary of State via the UK Maritime and Coastguard Agency
for the effective implementation of relevant international maritime and related
Conventions that have been ratified by the UK Government and, hence, extended to
Cayman.
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RELATIONSHIP WITH THE PRIVATE SECTOR

In recognition of the global nature of shipping, and the need for MACI to have the
benefit of local and international advice, two bodies were established, namely, the
Maritime Sector Consultative Committee
Advisory Council (CISAC), which includes the Cayman Islands Shipo wn er s 6
Council T Yacht Committee (CISACi YC), as of the 2006/7 fiscal year.

MSCC (previously the Shipping Sector Consultative Committee, or SSCC) was formed
in 1993 and is comprised of local service providers. The objective of the MSCC is to
provide a formal mechanism through which the private sector may provide advice and
recommendations for ensuring the mar.i tyi
The Authority believes it is imperative that these stakeholders have an opportunity to
provide input on the development of the sector.

The CISAC is comprised of major shipowners with Cayman-flagged vessels and was
formed in 1997. The CISAC-YC also consists of major yacht managers and owners with
Cayman-registered vessels and was established in 2007. These bodies are for
establishing and maintaining dialogue and for exchanging ideas between and among its
members and the Cayman Islands maritime administration. Through these channels of
communication, MACI hopes to maintain and improve the quality of the Cayman Islands
Shipping Registry as well as promoting its interests generally.

INTERNATIONAL REGULATORY ENVIRONMENT

One of the primary roles of MACI is to cooperate with overseas regulatory bodies to
enable them to execute their regulatory functions. The main bodies include:

e The International Maritime Organization: The main international standard-prescribing
body responsible for safety of life at sea, maritime security and the protection of the
marine environment.

e The International Labour Organization: This body establishes international standards
for employment and working conditions for seafarers.

There are other players whose activities have significantly impacted international
shipping which affects Cayman-flagged vessels, namely: the International Association
of Classification Societies, the United States Coast Guard, various signatories to
Memoranda of Port State Control and, increasingly, the European Union (EU).

( MSCC)
Advi so



BOARD OF DIRECTORS

The second Board of the Maritime Authority of the Cayman Islands was appointed by
the Governor on 1 September, 2010 and consists of individuals with expertise in the
areas of law, financial management, national security, international shipping, corporate
services and maritime affairs.

The Board has authority to delegate to any director, sub-committee or the Chief
Executive Officer (CEO). Such delegation, however, does not preclude the Authority
from exercising any power delegated. Thus far there are no sub-committees and the
Board haschosen only to del egate the Authorityods
officers and consultants as the CEO considers necessary and on such terms and

conditions as the CEO considers appropriate within the salary scales approved by the
Board.

In the absence of sub-committees, the CEO has established a Management Committee
comprising the senior managers of the Authority that deal with such matters that would
otherwise rest with a Board appointed sub-committee.



PROFILES OF THE DIRECTORS

Mr. Bruce Blake - Chairperson

After graduating from the University of South Florida, Mr. Blake worked for
PriceWaterhouse in Grand Cayman, New York and Toronto for four years, before going
on to join the law firm of Maples and Calder as a Financial Controller. During his time in
the Finance Department, he attended the Cayman Islands Law School. After being
admitted as an attorney, he joined the Finance Group in the Maples and Calder Grand
Cayman office for seven months before being transferred to the Maples office in London
for a two-year tour of duty. Mr. Blake returned from the London office in April 2010 and
re-joined the Finance Group.

He is also the General Secretary of the Cayman Islands Football Association.

Mr. Bruce Putterill - Deputy Chairperson

Mr. Putterill is a Cayman Islands lawyer who has been in practise for over 25 years. He
was a Senior Partner and then Chairman of Appleby, a global leader in the supply of

international offshore legal, fiduciary and administration services, before retiring as a
Partner in 2009. He continues a relationship with the firm as Senior Counsel to the firm.

For 2004-9, he was the Cayman He ad of Appl eby 6 sme@ialP@mdiceat e

&

Group and the GlobalLe ader of t he f i rtFidasce Beasmdad Fugds& Ass e

Investment Services Team.

Mr. Putterill is a leading shipping lawyer in the Cayman Islands and played a major role
in the adoption by the Cayman Islands in the 1980s of the international maritime safety
conventions and, subsequently, the establishment of the Cayman Islands Shipping
Registry, now a division of the Maritime Authority of the Cayman Islands. He has been
an active member since inception of the Maritime Sector Consultative Committee,
promoting and assisting the Cayman Shipping Registry in its on-going development.

Prior to moving to the Cayman Islands, Mr. Putterill practised as a solicitor in London
with Norton Rose, specialising in ship finance. He holds a Law Degree from the
University of Zimbabwe and is admitted as a Solicitor in England & Wales (non-
practising) and as an Attorney-at-Law in the Cayman Islands.

Mr. Dennis Hunter - Director

Mr. Hunter has been the Managing Director of Queensgate Trust Company Ltd., and
Queensgate Bank Ltd. (formerly Queensgate Bank & Trust Company Ltd.) in the

Cayman | sl ands since 1993 and a Director

experience in offshore banking and the administration of mutual funds. From 1978-93,
he was the Financial Controller and Treasurer of Aall Trust & Banking Corporation
Limited, Grand Cayman.
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Mr. Hunter graduated with a Higher National Diploma in Business Studies and
postgraduate Diploma in Management Studies from Newcastle and Brighton
Polytechnics, respectively. He is a director of a range of investment funds, commercial
property holding companies in Cayman, and other entities both onshore and
offshore. He has also been a member of the Maritime Sector Consultative Committee
since its inception.

Mr. James C. Parsons, Jr. - Director

Mr. Parsons qualified as a Certified Public Accountant in 1991 following his college
education at Barry University in Miami, Florida. He presently holds the position of
Deputy Port Director, and has been charged with the responsibility of the Accounting,
Financial and Freedom of Information Reporting for the Port Authority of the Cayman
Islands since 1 March, 2005.

Prior to joining the Authority, Mr. Parsons worked as a Senior Auditor for three and a
half years with Ernst & Young, as a Fund Administrator/Accountant for three years with
Deutsche Bank (Cayman) Ltd., and for eight years as Deputy Managing Director/Chief
Financi al Of f i c e-A-Cawlintitbd. Phior doyatiendindr eniversity in the
mid-1980s, Mr. Parsons held various junior and senior level positions with Barclays
Bank, PLC, Lloyds Bank and Trust, and the Swiss Bank Corporation.

Mr. Parsons has previously served as an active member on two government boards in
the 1990s, namely, the Housing Development Corporation Board, and the Immigration
Board.

He is also a past member and Treasurer of the Rotary Club Central, and a past member
of the Kiwanis Club of Grand Cayman. His experience also includes being a founding
member of the Overseas Student Association.

Mr. John P. Wolf - Director

Mr. John Wolf is Head of the Corporate Department at Campbells. He specialises in
maritime and shipping law with particular emphasis on pleasure vessels and deals with
all matters involving British registered ships. Mr. Wolf regularly advises on all matters
involving acquisition, financing, title, registration and operation of vessels at the British
ports of registry in the Cayman Islands including acting for owners, purchasers and
secured lenders.

He i s a me mber of t he Cay man Madrigne aSectos
Consultative Committee and author of numerous briefing papers and articles relating to
the registration and financing of ships in the Cayman Islands.

Mr. Wolf trained and qualified in 1992 as a Solicitor of the Supreme Court in the City of

London, England. He qualified as a Cayman Islands Attorney-at-Law in 1997 and has
over 19 years practising experience in English and Cayman Islands law.

11
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Mr. Kirkland H. Nixon, MBE, QFSM, JP - Director

Mr . Kirkland Nixon is a retired civil servant
Civil Aviation Authority in 1966 as a Fireman and retired as Chief Fire Officer in 2005.

During his tenure in the Cayman Islands Government, Mr. Nixon was awarded the Most

Excellent Order of the British Empire (MBE) in 1979. He was also instrumental in the
establishment of the Cayman Islands Fire Brigade in 1980. He served as President of

the Lions Club of Grand Cayman from 1979-80, and was appointed as a Justice of the

Peace (JP) of the Cayman Islands in May 1987. In1989,he was awarded the
Fire Service Medal (QFSM) for meritorious service. He also received in 1989 the
International Distinguished Service Award (IDSA) at the National Hurricane Conference

in Miami, Florida.

Mr. Nixon served as the first Chairman and Founding Member of the National Trust of
the Cayman Islands. He also served as President of the Cayman Islands Civil Service
Credit Union and Justice of the Peace Association. Additionally, he has served on
numerous Government Boards and Committees as follows: Chairman of the KEYS
Foundation and the Cayman Islands Marine Institute; Coordinator of the National
Hurricane Committee; Secretary of the Cayman Airways Board; Member of the National
Security Committee, Airport Security Committee and Civil Aviation Authority Board; and
Ex-officio Member of the Planning Board.

Mr. Nixon presently serves as Chairman of the Tourism Attraction Board; Deputy
Chairman of the Civil Aviation Authority Board and Member of the Public Service
Pensions Board.

Mr.Ni col as ( ANi cky o-Dires&tor Pappadaki s

Mr. Pappadakis, upon graduating from College, joined the family firm of A.G.
Pappadakis & Co. Ltd. in London as management trainee, progressing through multiple
assignments, and eventually to the head of chartering and operations of the family firm
and fleet (112.000 TDW O/B/O vessels, 30-60.000 TDW tankers, 40-77.000 bulk
carriers, 23.000 TDW multipurpose/heavy lift vessels i 16.500 cargo liners and twin
deckers at various periods). Prior to this, Mr. Pappadakis had served periods at sea as
an apprentice on tankers, dry cargo and bulk carrier vessels. Eventually he became in
charge of the family maritime and aviation interests.

Mr. Pappadakis has served on numerous committees and is Ex-Chairman of the Greek
Committee of RINA; Immediate Past Chairman of INTERCARGO (presently Chairman
Emeritus); Immediate Past President of the U.S. Propeller Club International Port of
Piraeus; and Ex-member of the Board of Directors of the Union of Greek Ship-Owners.

Mr. Pappadakis currently serves as Chairman of the Malta International Shipping

Counci l (Shi powner sé Association under Malta
Chinese Chamber of Commerce. He is also a Member of the current Board of

12



Governors of the U.S. Propeller Club International, Port of Piraeus, Hellenic Committee
of Lloyds Register, Hellenic Committee of Germanischer Lloyd, Hellenic Committee of
American Bureau of Shipping, Hellenic Committee of Det Norske Veritas,
Mediterranean Committee of China Classification Society, The London Steam-Ship
Owner so P&l Cl whd HELMBERAI & tNEERMEPA (Hellenic Maritime
Protection Association). Mr. Pappadakis is also a Life Member of NAMEPA.

Mr. Pappadakis has an ongoing deep concern and commitment for the sea, seafarers
and the environment.

13



KEY MANAGEMENT PERSONNEL
(As at 30 June, 2012)

CEO
A. Joel Walton, JP

Director 1 Global Operations
Kenrick A. Ebanks

Director 1 Global Safety and Compliance
Gregory V. Evans

Registrar of Shipping
Lorna Washington

Chief Advisor, Maritime Policy and Legislative Development
Capt. W. Barrie Rial

Advisor, Maritime Policy and Legislative Development and Shipping Master
Peter C. Southgate

Head, Quality Management Systems and Special Projects
Sian Pairaudeau

Head, Human Resources and Administration
Glenda Dilbert-Davis

Head, Business Development and Client Relationships
Exie Tomlinson-Panton

14



GLOBAL COMMERCIAL SERVICES
REGISTRATION

The Registration section is a frequent point of contact for clients and also serves as the
core of the Cayman Islands Shipping Registry (CISR). This section is responsible for
processing several types of registrations including: new, interim and provisional vessel
registrations; transfer of ownership; vessels under construction; demise charter
(bareboat), and registration of mortgages in accordance with the Merchant Shipping
Law (2008 Revision). Registrations recognised all three Cayman ports of entry: George
Town (Grand Cayman), The Creek (Cayman Brac) and Bloody Bay (Little Cayman),
thereby broadening the geographic scope of the Registry.

At the end of the 2011/12 fiscal year (1 July, 2011 7 30 June, 2012), the Registry had
achieved its best year ever for the historic Register with regard to the total number of
vessels on the Register, 1895, and total gross registered tonnage, 4.0 million gross
tons. During this period, 186 new vessels registered. Of the 1895 vessels on the
Registry, 247 were commercial (merchant) ships. The increase in gross tonnage is due
to the organisationd keightened efforts in targeting the merchant industry.

The CISR has representation in 11 locations globally: George Town, Grand Cayman -
Head Office; European Regional Office - Southampton, UK; London; USA; Monaco;
Greece; Italy; The Netherlands; Singapore; Hong Kong and Japan. This global service

net work ensures ClISRO6s ability to effectively

MACI CONSULTING

This arm of the organisation strives to provide cost-effective consulting services on a
variety of maritime issues, including advice on the administrative structure and technical
requirements of establishing an effecti
levels and type of shipping activity; advice on the financial implications of establishing,
operating and maintaining a maritime administration; the impact of regulating a
significant flag fleet; and the assessment of needs regarding the legal and regulatory
regime necessary for a maritime administration to fulfill its obligations, plus the drafting
of specific legislation.

This branch of MACI also advises on the organisation of conferences geared toward
maritime issues and the staging of conferences, seminars and workshops in specialised
maritime subjects, and also the preparation and/or delivery of training in the maritime
sector, including Port State Control, International Ship and Port Facility Security Code,
International Safety Management, commercial yacht safety and other specialised areas.

During the current reporting period, MACI Consulting continued in its on ongoing
registration training programme for industry stakeholders from the George Town office
from 26 - 27 July, 2011 and on 26 April, 2012. The courses were well received by all
delegates and will be continued during the next financial period.

15
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GLOBAL OPERATIONS
FINANCE
Operating revenue for 30 June, 2012, totaled CI$8.984 million, a CI$.023 million, or
0.26% decrease, over CI1$9.007 million for 30 June, 2011. Operating expenses for 30
June, 2012 totaled CI$9.140 million, a CI$.001 million decrease, over CI$9.141 million
for 30 June, 2011. MACI reported a deficit of CI$0.156 million from operating activities.

The balance sheet included in the Audited Financial Statements for the year ended 30

June, 201 2, i ndi cates t hatevadedat 01$3.641 millienlanddosals et s w.

liabilities at C1$1.034 million, resulting in a net worth of CI$2.607 million compared to
CI$2.616 million for the period ended 30 June, 2011, where MACI 6s
valued at CI$3.699 million and total liabilities at C1$1.083 million.

Financial Statements for 1 July, 2011 to 30 June, 2012, were audited by the Auditor
General on 31 October, 2012 and form a part of this Report (see audited Financial
Statements, Appendix 1).

INFORMATION TECHNOLOGY

The Information Technology section is responsible for providing support, business and
technical solutions that utilises technology to gain efficiencies across the Maritime
Aut h o operatipng.s

As part of its efforts to develop new products to improve business acumen with its
clients, MACI launched the Laws and Administrative Procedures (LAP) Examination
System. LAP is part of a broader state-of-the-art technology platform known as the
ACayman | sl ands Regul atory | nt eésignedte assig
Masters and Officers of Cayman-flagged vessels to be able to demonstrate proficiency
in Cayman Islands laws and procedures in support of their application for a Cayman
Islands Endorsement. CIRIS is a hyperlinked pathway to searchable versions of the
most current maritime laws and regulations of the Cayman Islands. It also provides

access to Shipping Notices, Shi pmaster 6s

tot a

Syste

and

Bot h LAP and CIl RI'S ar e of fered to cwlebsient s an

(http://www.cishipping.com).

Other systems implemented this fiscal year included online transcripts and MACI
Dashboard T an executive management tool that provides executives with a dashboard

view of MACI 6s per f or maThe Maritine Autherity laanthled as e ct i o

controlled document portal that provides a web-hosted platform where the most up-to-
date versions of documents can be accessed by internal staff and the public alike. The
portal provides a secure, fully auditable trail of document versioning. The controlled
document portal is yet another tool implemented by MACI that allows for the highest
service level to its clients.

16



INFORMATION MANAGEMENT

During the 2011/12 period, MACI continued to develop and improve its records
management program and has now started to actively destroy Human Resource and
Finance records in accordance with the Authorised Disposal Schedules developed by
the Cayman Islands National Archive.

HUMAN RESOURCES AND ADMINISTRATION

The Human Resources and Administration section is charged with the responsibility for
all matters related to staff recruitment, training and professional development as well as

the creation, implementation and monitoring of all personnel policies, procedures and

practices to ensure that the employees
Town, Grand Cayman (Head Office) and Southampton, United Kingdom (European
Regional Office or ERO) and other representative offices are working to their fullest
potential within a supportive environment.

During this period, one employee joined MACI in the Head Office within the Registration
section; and two employees joined in the ERO within the HR and Administration, and
Finance and IT sections. One promotion was awarded in the Head Office within the
Finance and IT section; two employees were awarded promotions in the ERO within the
HR and Administration, and Survey and Compliance sections. One Surveyor Consultant
was also promoted. MACI appointed three Consultant Surveyors responsible for survey
and audit functions within the following Regions: Europe, USA, Hong Kong, Brazil and
Singapore.

The 2012 Maritime Scholarship & Awareness Programme resulted in the receipt of one
applicant who did not meet the criteria. Therefore, no maritime scholarship was
awarded for this period.

The CaymanislandsGover nment confirmed Cabinetos
fitting costs of MA C 1| &thlee neweGovesmeaht Adniinistratioa
Building. The re-fitting is slated to be completed in September 2012, with MACI being
relocated in October 2012; a timeframe which was accepted by MACI and its Board,
provi di ng MAdeidis cuadntflocation is resolved.

By the end of 2011, MA C | Rusiness Crisis and Continuity Management Plan was
developed and circulated to its operations globally. MACI also introduced a Wellness
and Community Awareness Programme in 2011, which MACI6 $#lead Office and ERO
employees embraced by participating in various events.

17
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GLOBAL SAFETY & COMPLIANCE

The Safety and Compliance sectsirategictargetaand nued t
objectives during another period of achievement and consolidation, in addition to
exceeding budget revenue expectations.

PORT STATE CONTROL

The Safety section continued to support MACI G
status across all the Port State Control Memoranda of Understanding (PSC MOUS).

This included eligibility for entry into the prestigious United States Coast Guard

Qualship 21 programme. Through the fleet quality monitoring and follow-up initiative,

MACI was able to maintain its PSC performance and the quality of there gi st er 6 s f |
with a global detention to inspection ratio in 2011 of 1.58%.

As a member of the Caribbean MOU on PSC, Cayman continued to meet its obligations
under the terms of the Caribbean MOU in respect to inspections on foreign-flagged
vessels visiting ports in the Cayman Islands; however, the organisation was just short of
its target for the calendar year 2011.

REGULATIONS (DEVELOPMENT AND IMPLEMENTATION)

During this period, Cayman continued to co-chair the Red Ensign Group, Technical
Forum (REG-TF). This forum has proven to be an excellent launching pad for the
development of new regulations and formulation of policy within the Red Ensign Group.
The REG-TF was intrinsic in providing technical input during the development of the
Passenger Yacht Code (established in the 2010/11 fiscal period) and continues to
review and, where applicable, update the current regulations based on industry
feedback.

CREW COMPLIANCE

The Crew Compliance section enjoyed another very successful year providing crew
compliance documentati on including Seraf ar er
Endorsements from two of its global locations 1 George Town, Grand Cayman and
Southampton, UK, supported by the satellite offices in Monaco and Ft. Lauderdale.

During this period, MACI developed software for a redesigned crew compliance module

to streamline the current process and produce a credit card size officer endorsement -

initial staff feedback has been very positive.

18



BUSINESS DEVELOPMENT, MARITIME POLICY
AND QUALITY MANAGEMENT SYSTEMS

BUSINESS DEVELOPMENT AND CLIENT RELATIONSHIPS

The Business Development and Client Relationships section is responsible for
promoting and ultimately increasing business for the Registry. This is done through
event planning and management as well as the dissemination of information to specific
target markets, while ensuring a superior level of customer service satisfaction
throughout the organisation.

During the 2011/12 fiscal year, much work was done to continue highlighting the
Cayman Islands Shipping Registry (CISR) through the attendance and organisation of
various events and seminars overseas and locally. Some noteworthy events included
the Cayman Yacht Seminar i Monaco 2011 (held during the Monaco Yacht Show in
September 2011) and the Cayman Yacht Forum i Turkey 2012 (following the biennial
Posidonia 2012 commercial shipping show in June 2012). Both events were introduced
by the Authority with the purpose to reinforce the Cayman Islands as a jurisdiction for
vessel registration, while securing private sector support and participation, and targeting
lawyers, brokers and other decision makers.

Other significant achievements during this period included the Business Development
section assisting with the design of the imminent credit card style Cayman Islands
Endorsements, to be issued by the Crew Compliance section; as well as the designs for
the Cayman Islands Regulatory Intelligence System (CIRIS) and Laws and
Administrative Procedures (LAP) Examination System.

With regard to the client relationships aspect of this section, some 72% of client queries
were responded to within the organisation 0 s-ho#ir8arget time, with the remaining 28%
requiring somewhat more time to satisfactorily answer. Additionally, MACI employees
in both the Head and European Regional Offices received training on the newly
implemented Customer Feedback Procedure to capture significant queries, complaints
and compliments, based on specified criteria, throughout all sections of the
organisation, which is in keeping with the recently effected 1ISO 9001:2008 certification.

MARITIME POLICY AND LEGISLATIVE DEVELOPMENT

The Maritime Policy and Legislative Development section is responsible for the general
development of appropriate policies within MACI and the development and upgrading of

mar i ti me | egi sl ation rel evant t o t heanddi schal
responsibilities.

During this period, the Maritime Policy and Legislative Development section
commenced a project to conduct a complete revision of the Merchant Shipping Law,
2008 Revision. The last full revision was in 2001 and there have been several notable
developments in the international Conventions over the past decade and whilst these
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changes were encapsulated in the form of amendments to the primary law, it was felt
that a complete revision of the current Merchant Shipping Law is needed. The project,
which involved the engagement of Maritime Law expert, Professor Mukherjee,
commenced in April 2012 and is due to be completed in late 2012.

Also achieved in this period was the extension completion of the Regulations giving
effect to MARPOL Annex VI and the successful extension of the Protocol to the
Cayman Islands. In addition to the above, the Maritime Policy section continued to
monitor and maintain the Passenger Yacht Code, and the 2™ Edition was published in
January 2012. Preparations also continue towards the implementation of the Maritime
Labour Convention, which is due to enter into force in the very near future.

QUALITY MANAGEMENT SYSTEMS

The Quality Management Systems section is responsible for the development,
implementation and management of an effective Quality Management System (QMS)
for MACI. This is aimed at enhancing customer satisfaction, operational efficiency and
cost effectiveness.

During the 2011/12 period, MACI continued to improve the quality management
systems and practices to re-affirm customer satisfaction and excellence. The Authority
remained committed to maintaining a high level of standards in accordance to the ever
changing business environment and clientso6 bu
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Phone: (345) - 244-3211 | 3rd Floor, Anderson Square
Fax: (345)-945-7738 | 64 Shedden Road, George Town
.i C eof AuditorGeneral@oag.gov.ky = PO Box 2583

neral

MAN ISLANDS

Auditor General’s Report

To the Board of Directors of the
Maritime Authority of the Cayman Islands

| have audited the financial statements of the Maritime Authority of the Cayman Islands, which
comprise of the statement of financial position as at 30 June 2012, the statement of comprehensive
income, statement of cash flows and the statement of changes in equity for the year then ended and a
summary of significant accounting policies and other explanatory notes as set out on pages 8 to 21 and
in accordance with Section 17(1) of the Maritime Authority of the Cayman Islands law 2005 (2008
Revision) and Section 60(1)(a) of the Public Management and Finance Law (2012 Revision).

Management’s Responsibilities for the Financial Statement
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those Standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend upon the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments the auditor considers internal controls relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control.

An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

| believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for my
audit opinion.

the www.auditorgeneral.gov.ky = Grand Cayman, KY1-1103, Cayman Islands
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Opinion

In my opinion, these financial statements present fairly, in all material respects, the financial position of
the Maritime Authority of the Cayman Islands as at 30 June 2012, and the results of its financial
performance for the year then ended in accordance with International Financial Reporting Standards.

Emphasis of Matter

We draw attention to Note23 of the financial statement which describes the material subsequent event
in relation to the 87% reduction in the Revenues from Government. Our opinion is not qualified in
respect of this matter.

Other Matter

Contingent Liability
Without further qualifying my opinion | draw attention to a possible contingent liability involving the
MACI operations in the United Kingdom.

There is uncertainty as to whether MACI’s UK office (Cayman Islands Shipping Registry) could be called
upon by HMRC to pay either corporation tax on surpluses generated and / or VAT on services supplied.
This is based on a UK law passed in 2005 requiring all foreign Governments with revenue generating
enterprises operating in the UK to pay corporation tax.

If enforced, MACI could be liable for significant corporation taxes on its UK operations. We included this

information in our report because we believe that it is critical for users in understanding any significant
issues that may impact the true financial position of the Authority.

B B K

Alastair Swarbrick, MA (Hons), CPFA Cayman Islands
Auditor General October 31, 2012
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STATEMENT OF RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

These financial statements have been prepared by the Maritime Authority of the Cayman Islands in accordance with
the provisions of the Public Management and Finance law (2010 Revision) , and International Financial Reporting
Standards.

We accept responsibility for the accuracy and integrity of the financial information in these financial statements and
their compliance with the Public Management and Finance law (2010 Revision), and International Financial Reporting
Standards.

As the Chief Executive Officer and Director of Global Operations, we are responsible for establishing; and have
established and maintained a system of internal controls designed to provide reasonable assurance that the
transactions recorded in the financial statements are authorised by law, and properly record the financial transactions
of the Maritime Authority of the Cayman Islands.

As Chief Executive officer and Global Director, Finance, we are responsible for the preparation of the Maritime
Authority of the Cayman Islands financial statements and for the judgements made in them.

The financial statements fairly present the financial position, financial performance and cash flows of the Maritime
Authority of the Cayman Islands for the financial year ended 30 June 2012.

To the best of our knowledge we represent that these financial statements:

(a) completely and reliably reflect the financial transactions of Maritime Authority of the Cayman Islands for the
year ended 30 June 2012;

(b) fairly reflect the financial position as at 30th June 2012 and performance for the year ended 30th June 2012;

(c) comply with the provisions of the Public Management and Finance law (2010 Revision) and International

Financial Reporting Standards.

The Office of the Auditor General conducts an independent audit and expresses an opinion on the accompanying
financial statements. The Office of the Auditor General has been provided access to all the information necessary to
conduct an audit in accordance with International Standards of Auditing.

f Aird,

A. Joel Walton Kenrick Eb4nks

Chief Executive Officer Director — Global Operations
Maritime Authority of the Maritime Authority of the
Cayman Islands Cayman Islands

Date: October 26 2012
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