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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 valwue to our client s 0 inemaional tstandands, ,andme et a
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, 2013

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, 20127 30 June, 2013, 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), it gives me great pleasure to present the 2012/13 Annual Report.

As the Cayman Islands Shipping Registry celebrates its 110™ anniversary, | am pleased
to be a part of this important milestone, as not many local organisations can celebrate
such a momentous occasion.

The Cayman lIslands flag administration has spent many years and great effort in
developing its reputation as a professional, dependable, quality and service-driven
organisation within its global speciality market and the discerning clients who have
chosen to fly the Cayman red ensign are a true testament to the dedication and hard
work of Mr. Walton and his staff.

During this fiscal year, the global economic situation continued to be very challenging
i mpact i ng shavkAdderd which had a knock-on effect to the Authority.
Notwithstanding these challenges, the Authority was able to close the fiscal year at
about a break-even position 1 a position which could have been much worse without the

Aut horitydéds management making iesm@ame difficuldt

I |l ook forward to MACI O&6s next phase of
horizons, broadening the cross-section of vessel types and sizes and owners as well as
expanding the or g a ni s geographitad $ocations, while staying true to its core
values of technical excellence and quality customer service.

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

The 2012/13 fiscal year comes to a close with proud achievements as the Maritime
Authority of the Cayman Islands (MACI) marks the 110™ anniversary of the formal
establishment of the Cayman Islands Shipping Registry (CISR).

George Town was named as an official British Port of Registry in 1903 and in April of

thatyearthes hi p nEI Pasoo0oO became the first Theessel

Registry has come a long way as it has grown from historically being used by locally
built and owned vessels during Capeasare dnd
commercial vessels that operate around the world.

| am very proud of the organisation as | recall its significant milestones, which include
the CISR obtaining British Registry Category 1 Status on 25 July, 1991, allowing the
Registry to register vessels of any age, size and type, provided they meet international
standards; the formation of the Maritime Authority of the Cayman Islands on 1 July,
2005, restructuring the CISR to become a division of MACI; bei ng #dAwhit e
the Paris, Tokyo and US Qualship 21 port state control systems, allowing Cayman-
registered vessels to undergo less Port State Control inspections whilst in European,
Asian and US waters; receiving 1SO 9001:2008 Quality Management certification in
2011, enhancing customer satisfaction, operational efficiency and cost effectiveness;

shipt

i St ¢

receiving designat iimnadllafter thielcanpletioniobthkedvoltarg t u s

IMO Member State Audit Scheme (VIMSAS), a major achievement and a significant
benefit to the ships that fly the Cayman flag; and the Cayman Islands being identified as
one of 13 top performing regulatory flags recognised by the International Chamber of
Shipping in 2012, based on 18 performance indicators, including benchmarks such as
international agreements, use of recognised survey organisations and age of fleet.

Today, the Authority employs about 50 people in the Cayman Islands and UK offices
and also has representation in 8 other countries, namely USA; France; Greece; Italy;
The Netherlands; Singapore; Hong Kong and Japan, enabling MACI to continue to
deliver services where our global client base dictates.

Currently, the Registry has nearly 2,000 vessels with a combined gross registered
tonnage of about 4 million. 85% of the fleet are pleasure vessels and 15% are
commercial ships. These are statistics we are very pleased with as MACI continues to
be committed to achieving supreme status within its niche market area of the shipping
industry.

MACI continues to work extensively with various local and overseas advisory and
affiliated organisations such as the Maritime Sector Consultative Committee, the

Cayman | sl ands Shi powii hipsadd Yactit\Consnitteeg, th€EBead n ¢ i |

Ensign Group of British Registries, the International Maritime Organisation and the
Caribbean Memorandum of Understanding on Port State Control.



Concluding another successful year, the Authority remains dedicated to being a client-
focused organisation, offering continued support and advice; keeping abreast of
technological advancements; and the on-going revision of domestic legislation to keep
current with international maritime standards.

Cayman has a thriving maritime industry due to its quality surveyors, administrators and
the service providers to the industry, such as company managers and lawyers. It is our
intention to build upon the successes that we have achieved and to continue to meet
and exceed these international standards and continue to develop Cayman as an
international maritime centre.

We are confident the organisation will celebrate another successful 110 years!

A. Joel Walton, JP
CEO, MACI

TRIBUTE TO CAPT. WILFRED BARRIE RIAL

On behalf of the Maritime Authority of the Cayman Islands, | pay tribute to Capt. Wilfred
Barrie Rial T a gentleman who embodied integrity, humility and compassion.

Capt. Rial joined the Cayman Islands Shipping Registry in 1995 and was employed until
his passing on 28 March, 2013. He was more than an employee i he was a father-
figure, friend and confidant. His work ethic was legendary and his dedication and
loyalty to the Authority were strong and unwavering.

Capt. Rial was integral to the development of MACI and with his vast institutional
knowledge and love of the maritime industry, a safe harbour for any trust or task
reposed in him. He will be deeply missed by all at the Authority and the wider maritime
community. The wonderful, warm memories we have of our Capt. Rial will forever be
cherished in our hearts.

May his soul rest in peace.

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 overal/l responsibility for implementin

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. Theresponsibility for the i mplementation of
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 lIslands 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-in-Cabinet. 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 UKG6 Department of Transport for the effective
implementation of relevant international maritime and related Conventions that have
been ratified by the UK Government and, hence, extended to Cayman.



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 includest he Cayman | sl ands
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 promote 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:

1 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.

1 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).

Shi
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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 has chosen only to delegate the Authori
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 the firmdés Banking & Asset

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 Cayman l sl ands
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.
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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 I sl ands i n May
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; Deputy Chairman of the Civil
Aviation Authority Board; 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 as well as of
the Cayman Islands Airports Authority; and Member of the Public Service Pensions
Board.

Mr.Ni col as ( AiNi ckyo-Direa&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 pownersdéd Association wunder

12
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Chinese Chamber of Commerce. He is also a Member of the current Board of
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.

Mr. A. Joel Walton, JP - MACI CEO & Ex-Officio Member

Since May 2004, Mr. Walton has been the Chief Executive Officer of the Maritime
Authority of the Cayman Islands (MACI), which also owns and operates the Cayman
Islands Shipping Registry. He obtained a Bachelor of Administration (Hons) degree with
a specialization in Finance from Brock University, Canada, in 1983 and an MBA with a
concentration in Finance and Strategic Planning from the University of Windsor,
Canada, in 1988.

Mr. Walton formerly served in the Cayman Islands Civil Service, which he joined in
1983. He held several posts, including that of Deputy Financial Secretary of the
Cayman Islands, which he held for 11 years, until May 2004.

Mr. Walton has held appointments on a number of boards and committees in the
Cayman Islands public and private sectors including: Chairman of the Cayman Islands
Health Services Authority Board, Cayman Company Sector Consultative Committee,
Cayman Turtle Farm Board and Cayman Brac Economic Development Committee; and
Deputy Chairman of the Cayman Islands Monetary Authority Board, Cayman Islands
Public Service Pensions Board and Cayman Islands Stock Exchange Authority Board.
Mr. Walton has also held other board appointments, including with the Caribbean
Utilities Company Ltd., a Toronto Stock Exchange listed company, and with the
Caribbean Development Bank.

He is currently Chairman of the MACI Executive Management Committee and the
Maritime Sector Consultative Committee.

Ms. Glenda Dilbert-Davis - MACI Board Secretary & Ex-Officio Member

Ms. Dilbert-Davis joined the Maritime Authority of the Cayman Islands on 1 January,
2008, as Head of Human Resources & Administration. She has responsibility for all HR
and Administrative functions and activites of MACI, including performance
management, employee relations, training and development, recognition and reward.

Ms. Dilbert-Davis possesses over 25 years of governmental experience, having initially
joined the public sector in Cayman Brac in 1983, and after a short stint in the private
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sector in Grand Cayman, and study leave abroad in the UK, she re-joined the public
sector in 1989, where she has remained to date.

During this time, Ms. Dilbert-Davis worked in various Government agencies including,
the George Town Hospital (now the Health
Office, Portfolio of Finance & Economics, Public Services Pensions Board, Ministry of
Education, Employment, Youth, Sports & Culture, and Department of Education
Services. Whilst working in the Portfolio of Finance & Economics, she was involved in
shipping-related matters and acted at times as Secretary to both the Shipping Sector
Consultative and the Shipownersd Advisory

Ms. Dilbert-Davis holds a First-Class Certificate in Personnel Practice from Chichester

University, UK, and a Masters in Human Resources Management from the University of
Portsmouth, UK.

14
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KEY MANAGEMENT PERSONNEL
(As at 30 June, 2013)

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

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

Registrar of Shipping (Designate)
Sian Pairaudeau

Head, Human Resources and Administration
Glenda Dilbert-Davis

Head, Business Development and Client Relationships
Exie Tomlinson-Panton

Head, Information and Technology
Osbert Francis
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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.

The Registry ended the 2012 calendar year (1 January, 2012 i 31 December, 2012)
with 193 new registrations, equaling .37 million gross tonnes (GRT), bringing the total
number of vessels on the Register to 1,966 units and the gross registered tonnage to
4.11 million GRT™. Of the total registered fleet, 85% of the vessels are pleasure yachts
and 15% are commercial (merchant) ships. Due to their relatively massive size,
commercial vessels make up about 80% of the tonnage on the register. More than 800
Cayman-flagged vessels are superyachts.

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 ensur es Cl Syserse itaibternatiotalclientede. e f f ect i vel

! Registration figures quoted in previous Annual Reports were based on a fiscal year end
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GLOBAL OPERATIONS
FINANCE

Operating revenue for 30 June, 2013, totaled CI$8.860 million, a CI$.086 million
increase over CI$8.774 million for 30 June, 2012. Operating expenses for 30 June,
2013 totaled CI$9.237 million, a CI$.306 million increase over CI$8.931 million for 30
June, 2012. MACI reported a deficit of CI$0.377 million from operating activities.

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

June, 2013, Il ndicates that MACI 0s t 534 milionans ®talt s wer
liabilities at C1$1.354 million, resulting in a net worth of CI$2.230 million compared to

CI1$2.607 million for the period ended 30 June, 2012, wh er e toMlAaSsEtS sere

valued at CI$3.641 million and total liabilities at CI$1.034 million.

Financial Statements for 1 July, 2012 to 30 June, 2013, were audited by the Auditor
General on 29 October, 2013 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 contracted with a third party and began deploying the Marine
Administration and Registry Information System (MARIS) for the Safety and Compliance
section. MARIS is a browser-based system that is designed to assist in the
management of technical surveys. This Survey module includes built-in workflows and
produces and stores survey certificates and reports. There is also a disconnected
version of the product, which provides access for remote surveyors. The remote
surveyor downloads relevant survey records for disconnected completion. Offline
updates are then uploaded/synchronised once the remote user (disconnected system)
reconnects with the central system. Overall, the new software system will contribute to
a more efficient and effective means of data recording and retrieval.

INFORMATION MANAGEMENT
During the 2012/13 period, MACI continued to develop and improve its records
management program by actively destroying Human Resource and Finance records in

accordance with the Authorised Disposal Schedules developed by the Cayman Islands
National Archive.
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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 emlofficey, &eogge i

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.

Personnel Changes

During this period, personnel changes within MACI were as follows:

TYPE OF CHANGE | HEAD OFFICE ERO

New Hires 1-1T 2 - Survey; 1 - Admin

Resignations 0 1 - Survey; 1 - Admin

Promotions 2 - Survey 1 - Survey; 1 - Crew
Compliance & 1 -
Registration

Consultant Surveyors

During this period, MACI continued to work with a third party to provide exclusive
contract surveyors, who have a global presence, as a complement to its existing survey
section. With the placement of surveyors in key locations, this initiative has been
wel comed by MACI 6s <clients, not i mxpensgedh and
travel time. In addition to the surveyors based in Cayman and the UK, MACI has
appointed consultant surveyors in 13 different countries giving us survey coverage
within 6 hours travel time to any location in the world.

Training

Within the 2012/13 fiscal year, Saagar Kadiyala officially became a qualified Caymanian
marine surveyor after completing a modularized training programme, which was
designed to ensure competence in key survey functions, including marine engineering,
nautical technology, naval architecture and vessel surveys. Another young Caymanian,
Vassel Godfrey Johnson lll, graduated in 2012 with a Master of Engineering Honours
Degree in Small Craft Technology and took a full-time placement in the ERO as
Surveyor Trainee. Vassel also gained first-hand experience by spending a month at
sea, in late 2012, when he joined the crew aboard the Stolt Innovation, a 100 metre, 48
tank chemical tanker, heading from Houston en route to Europe carrying a medley of
alcohols, acids, sulphides and other chemical derivatives. Several other employees
attained degrees in the areas of Law; Maritime Law; and Economics and Social Studies
with a concentration in Records Management.
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Four employees in the Head Office undertook training in the areas of IT, Crew
Compliance, CPR/First Aid and HR Compliance while eight employees in the ERO
undertook training in Global Maritime Distress and Safety Systems (GMDSS), Company
Security Officer training, Crew Compliance, and Surveyor training. Additionally, various
surveyors undertook training modules via Videotel, a web-based training platform which
was developed with the assistance of MACI staff. Videotel al | o ws MACI 6s gl
network of surveyors and other employees to now have access to training modules,
including videos and other training materials, remotely via the internet. This product
was showcased by Videotel at the International Maritime Organization and has been

purchased by a number of other maritime administrations.

Maritime Scholarship

The 2013 Maritime Scholarship and Awareness Programme, which included social
media promotion for the first time, resulted in the receipt of three applications. The
applicants were interviewed by MACI and a recommendation was made to the Ministry
of Education for the awarding of a maritime scholarship.

Relocation to Government Administration Building

Following a Cayman Islands Government request, MACI relocated from Strathvale

House to the Government Administration Building in February 2013, facilitating
significant rental savings.
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GLOBAL SAFETY & COMPLIANCE

As a Category 1 British Registry, the Cayman Islands is authorised to certify all sizes
and types of vessels. The survey and audit certification requirements for Cayman-
registered ships are based on international conventions, which are given effect through
Cayman Islands legislation.

The Safety and Compliance division activities include: conducting surveys and
inspections; Port State Control (PSC) monitoring and Caribbean Memorandum of
Understanding (CMOU) PSC implementation.

PORT STATE CONTROL

During this period, the Safety section continued to support MACI 6s quality o

ensuring AWhit e Listo status across al

Understanding (PSC MOU). In addition, the Cayman Islands were ranked in the top 13
countries by the International Chamber of Shipping in their annual report on Flag State
Performance, which demonstrates that Cayman-registered vessels have an excellent
safety and pollution record, allowing them to undergo significantly fewer Port State
Control inspections.

As a member of the Caribbean MOU on PSC, Cayman continued to support the
Caribbean MOU in respect to inspections on foreign-flagged vessels visiting ports in the
Cayman Islands.

REGULATIONS (DEVELOPMENT AND IMPLEMENTATION)

Cayman continued to develop national legislation to allow extension of the Convention
from the United Kingdom to facilitate the implementation of the Maritime Labour
Convention 2006 (MLC), which enters into force on 20 August, 2013. During the
2012/13 fiscal year, approximately 50 MLC ship inspections were completed and
Cayman is well poised to meet its obligations under this Convention.

CREW COMPLIANCE

During this period, MACI completed the role out of the new crew compliance module,
which is able to produce a credit card style officer endorsement. Additionally, phase two

of this project commenced and once finalised will al | ow t he Regi st
complete and submitt hei r crew membersd endor sement
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BUSINESS DEVELOPMENT, MARITIME POLICY,
QUALITY MANAGEMENT SYSTEMS AND MACI CONSULTING

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 2012/13 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. One such event was the Cayman
Yacht Forum i Ft. Lauderdale 2012, which was introduced as an extension of the
Cayman Yacht Forum annual series, originally introduced in Monaco in 2011 and also
held in Turkey 2012. These themed 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. Another notable event in which the CISR participated and co-
sponsored was the 1% Annual Cayman Islands Shipping Summit in February 2013,
organised by the MARE Forum. This event will form a part of what is to become known
as ACayman | sl ands C8&manggniinneg to Weweak an,inteanaional
maritime centre.

Other significant achievements during this period included the addition of a Business
Development Consultant to offer direct selling services globally, which supports the
newly established Business Development program and its employed team members,
along with the Business Development section organising and disseminating topical
monthly press releases in celebration of the C I S RIAG" anniversary and to also
continue building local awareness; promoting the annual MACI maritime scholarship as
well as other newsworthy items via social media
(facebook.com/caymanislandsshippingregistry); and organising the new designs of the
identification cards for employees and consultants while working with the IT and HR
sections to enable MACI to produce these internally.

With regard to the client relationships aspect of this section, some 90% of client queries

were responded t o wi t-hournargettinee, woth tigeaemairsing 10kbo n 6 s 4
requiring somewhat more time to satisfactorily answer. Additionally, MACI employees

in both the Head and European Regional Offices continued to capture significant

gueries, complaints and compliments, based on specified criteria, throughout all

sections of the organisation, which is in keeping with MA CI| B6 9001:2008
certification.
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MARITIME POLICY AND LEGISLATIVE DEVELOPMENT

The Maritime Policy and Legislative Development (MPLD) section is responsible for the
general development of appropriate maritime policies within MACI and the development
and updating o f mari time | egislation relevant
functions and responsibilities.

Regulations (Development and Implementation)

During this period, a great deal of focus was placed on the forthcoming Maritime Labour
Convention, 2006 which is due to come into force internationally on 20 August, 2013.
Following a gap analysis of existing primary legislation a number of new regulations
have been developed. These regulations effectively plug the small gap between the
current regulatory framework and that required to give full effect to the Convention. This
exercise together with liaison with appropriate UK Departments, the Cayman Islands will
be in a position to request extension when the UK lodges its instrument of ratification in
July 2013.

Merchant Shipping Law

The Merchant Shipping Law (MSL) is undergoing it first major revision since 2001 and
the exercise, which began in the second half of 2012, is due for completion late 2013.
The principle purpose of the revision is to ensure that the MSL can keep up with the
pace of regulatory change and to provide a mechanism for dealing with forthcoming
changes more efficiently. Key features will be enhanced regulation-making powers and
the provision to give effect to International treaties and Convention by enabling type
legislation.

Passenger Yacht Code

The MPLD has also been involved in the further revision of the development of the
Passenger Yacht Code and following an industry meeting in May 2012, the 3" Edition of
the PYC was published in February 2013. Further revisions are anticipated in the
coming years as the Code remains a dynamic document, which is rapidly becoming the
de facto standard for passenger yachts in the same vein as the large yacht code has
become for yachts.

Maritime Policy

During the 2012/13 fiscal year, the MPLD section spearheaded the development of a
number of policy issues, which have been identified to ensure that MACI can attract
certain ship types that are desirous to attain and which are currently beyond the reach
due to the existing regulatory framework. Proposals on competitive fee structures and
for the conduct of marriages on board ships are two key examples.
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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 2012/13 period, MACI6 $iead and ERO offices successfully underwent the
annual maintenance audits by the British Standards Institution. Furthermore, a new ISO
Management Representative was appointed in the Head office and will receive the
relevant training in the next fiscal year.

MACI CONSULTING

In addition to the regulatory and compliance services offered by the CISR, MACI also
offers consultation services through MACI Consulting, which is functionally independent
of all statutory and regulatory services offered through the Global Safety and
Compliance division.

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 engaged in a training consultancy
program in new construction management with the Bahamas Coastguard. Additionally,
consultancy work continued on the St. Lucia Project, which commenced during the
2009/10 fiscal year, to update their respective Merchant Shipping Law in order to reflect
the myriad changes since its inception.
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'Ice the AuditorGeneral@oag.gov.ky  P.0.Box 2583

www.auditorgeneral.gov.ky ~ Grand Cayman, KY1-1103, Cayman Islands

General

CAYMAN ISLANDS

AUDITOR GENERAL'S REPORT

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

| have audited the accompanying financial statements of Maritime Authority of the Cayman Islands (the
“Authority”), which comprise the statement of financial position as at 30 June 2013 and the statement of
comprehensive income, statement of changes in equity and statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory information, as set out on
pages 4 to 22 in accordance with the provisions of Section 60(1)(a) of the Public Management and Finance
Law (2012 Revision).

Management’s Responsibilities for the Financial Statements

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 my audit. | conducted
my audit in accordance with International Standards on Auditing. Those standards require that | comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance about 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 on the auditor's judgment, 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 control 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 | have obtained is sufficient and appropriate to provide a basis for my
audit opinion.
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Opinion

In my opinion, the financial statements present fairly, in all material respects, the financial position of the
Maritime Authority of the Cayman Islands as at 30 June 2013 and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards.

Other Matter

Contingent Liability
Without further qualifying my opinion | draw attention to a possible contingent liability involving the
Authority’s operations in the United Kingdom(UK).

There is uncertainty as to whether the Authority’s UK office (Cayman Islands Shipping Registry) could be
called upon by Her Majesty’s Revenue and Customs (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, the Authority 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.

There has heen no progress in relation to this long outstanding matter for the period under audit.

Pe™y =5 e S

Alastair Swarbrick, MA (Hons), CPFA 29 October 2013
Auditor General Cayman Islands
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