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VISION STATEMENT

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 value to our clients’ operations, meet and promote international
standards, and positively contribute to the development of the Cayman Islands.

MISSION STATEMENT

As the national maritime administration of the Cayman lslands, the Maritime
Authority will facilitate the development of Cayman as an international maritime
centre and help foster a dynamic environment that supports its clients’ efforts to
maximise their respective stakeholders’ growth opportunities and returns in global
shipping; whilst promoting compliance with international standards, regional
agreements, and Cayman’s legislation in the areas of maritime safety and security,
marine environmental pollution prevention, and social responsibility.
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STATEMENT — CHAIRMAN OF THE BOARD

This report covers the Maritime Authority of the Cayman Islands’ (MACI) second
successful year since its independent inception and restructuring, established 1%
July, 2005. | am happy to be able to reveal that, at the fiscal year's ending, 30
June, 2007, MACI reported an operating profit of some US$1.59, a remarkable
achievement for such a fledgling organisation.

It has accomplished this successful feat whilst undergoing expansion of its global
presence, through staff additions and physical accommodations, yet still
maintaining its continued commitment to the provision of excellent service to
global shipowners worldwide.

Another testament to MACI’s success story is its obtaining the prestigious Qualship
21 status by the United States Coast Guard. The Qualship designation is the highest
level of recognition the Coast Guard offers and attests to the high-quality vessels
flying Cayman’s flag.

I look forward to another bright year as MACI moves forward, going from

strength to strength in its maturity as an Authority, furthering the maritime
interests of the Cayman Islands on a global basis

Sharon Roulstone



STATEMENT — CEO (DESIGNATE), MACI

| am pleased to report that the year 2006/7 saw continued growth and vigor for
the Maritime Authority of the Cayman Islands (MACI). Amongst other
achievements, we established technical {(survey and audit) services in the Far East,
based in Singapore, and also vessel registration capability and commercial
representation in South Florida, in Ft. Lauderdale, Florida’s preeminent boating
capital. MACI was able to add advisory services, including survey, crew
compliance certification, and safety and technical services within just one year of
first opening its South Florida location.

MACI continued to exhibit a high global profile through attendance at a broad
variety of international fora by MACI representatives, from the prestigious
Monaco Yacht Show to the huge and popular Ft. Lauderdale Boat Show, as well
as other far-flung boating/shipping industry events, promoting MACI’S preeminent
product, world-class value-for-money services.

Additionally, during this time, we expanded MACI Consulting and upgraded that
department’s vessel registration training documentation by enhancing, condensing
and simplifying the training tools, making them more “user-friendly”.

We continued our dedication to service excellence and ensuring the maintenance
of first-class relationships with our valued clients. And, as a furtherance of that, the
Authority implemented the second phase of the Cayman Islands Shipping
Registry’s Virtual Office Environment for enhanced electronic accessibility.

The Authority worked diligently to update and streamline MACI’s seven
international Class agreements as well as the Cayman Islands Government’s own
maritime legislation.

In-house, we implemented Personal Development plans for MACI employees and
commissioned a MACI salary/benefits review.

And in 2006/7 we continued to appreciate the active consultative services
provided by our Maritime Sector Consultative Committee (MSCC) and the
Cayman Islands Shipowners’ Advisory Council (CISAC).

Concluding a successful year, we ended it on an impressively profitable note (see

Chairman’s Message) and were eager and optimistic to face the challenges of
continued expansion in 2007/8.

A. Joel Walton, J.P.



ABOUT THE

MARITIME AUTHORITY OF
THE CAYMAN ISLANDS

ROLE AND FUNCTIONS OF 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, which came into effect on 1 July, 2005.

The original Cayman Islands Shipping Registry (CISR) maritime administration
structure, which is the main forerunner to MACI, was first 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 the UK, Bermuda, Cayman, Gibraltar and the
Isle of Man. All of these Registries can register vessels of any size and type
provided that 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 new Authority. The Authority combines into one body:

1. The original CISR’s vessel and mortgage registration, advisory and marine
survey and audit services;

2. The overall responsibility for implementing Cayman’s marine pollution
prevention, maritime safety and security, and seafarers’ welfare obligations’
under international Conventions and Codes and under Cayman legislation
for Cayman-flagged vessels;

3. The responsibility for the implementation of Cayman’s obligations under
the Caribbean Memorandum of Understanding on Port State Control for
foreign-flagged vessels entering Cayman lslands 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-related matters, and the development of Cayman’s
maritime-related 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 with the Cayman Islands and 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 Portfolio
of Finance and Economics but is also responsible to the UK Secretary of State via
the UK's Maritime and Coastguard Agency (UK MCA) for the effective
implementation of the relevant international maritime and related Conventions
that have been ratified by the UK Government and 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 (MSCC} and the Cayman Islands
Shipowners’ Advisory Council (CISAC).

The MSCC (previously known as the Shipping Sector Consultative Committee or
§SCC) 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
maritime industry’s continued growth and viability. The Authority believes that it
is imperative that these stakeholders have an opportunity to provide input on the
development of the sector.

The CISAC is comprised of major ship owners with Cayman-flagged vessels and
was formed in 1997. This body is a forum for establishing and maintaining
dialogue and for exchanging ideas between and among its members and the
Cayman lIslands maritime administration. Through this channel of communication,
MACI hopes to maintain and improve the quality of the Cayman Islands Shipping
Registry (CISR) 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 Organisation (IMO): The main international
standard-prescribing body responsible for safety of life at sea, maritime security
and the protection of the marine environmenit.

e The International Labour Organisation (ILO): Establishes international
standards for employment and working conditions for seafarers.

There are other players whose activities have significant impact on international
shipping which affects Cayman-flagged vessels namely; the International
Association of Classification Societies (IACS), the United States Coast Guard



(USCG), the various signatories on Memoranda of Port State Control and,
increasingly the European Union (EU).



THE BOARD OF DIRECTORS

The Board of the Authority was appointed by the Governor in August 2005 (with
one resignation and two new appointments within the 2006/7 reporting period)
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
txecutive 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 Authority’s power to
the CEO for engaging such 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 CEQ 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 BOARD OF DIRECTORS AS AT 30 JUNE 2006

Ms, Sharon Roulstone — Chairman

Ms. Roulstone is a Partner with the law of Turner & Roulstone and is a principal
of Turner & Roulstone Management Company Limited. She is also a Principal and
Director of DHL International (Cayman) Ltd.

Ms. Roulstone currently serves as Chairperson of the Maritime Authority of the
Cayman Islands and of the Work Permit Board, Cayman lslands Department of
Immigration. She has also recently been appointed by the Governor as Deputy
Chair of the Public Service Appeals Commission and is a member of the National
Pensions Board.

Ms. Roulstone obtained an LL.B (Hons.) from the University of Liverpool,
England, in 1994, and qualified as an attorney at law in 1996. She is a Notary
Public.

Ms. Roulstone has many years of experience within the Cayman Islands business
community in the areas of law, corporate affairs and statutory boards.

Mr. Sydney Coleman — Deputy Chairman

Mr. Coleman qualified as a Chartered Accountant in 1966 following his education
in the United Kingdom. He was previously the Managing Director of a UK
company involved in the mechanical engineering industry. From 1983 to present
he has been the Chief Executive Officer of Paget-Brown Trust Company Limited.

Mr. Coleman is a founding member of the Shipping Sector Consultative
Committee and has maintained an active role, acquiring an insight into the
functions and role of the CISR in particular, and maritime affairs in general. Mr.
Coleman is a past President of the Cayman Islands Company Management
Association and has held positions with the Cayman Islands Association -of
Professional Accountants, the Cayman Islands Chamber of Commerce and the
Cayman Islands Chamber of Commerce Pension Plan.

Mr. Coleman has many years of experience within the Cayman lIslands business
community in the areas of corporate affairs, financial management and related
shipping matters and is considered to be an excellent selection for Deputy
Chairman of the MACI Board.

Mr. Woodward Terry - Director

Mr. Terry holds a BA in Business Administration from Morgan State University,
USA and an LLB from the University of Liverpool, England. He joined the
Cayman Islands civil service in 1977 where he served until 1992.
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During this time he held the position of Registrar General which included
responsibility for the Registers of Ships, and he also held the position of Deputy
Financial Secretary responsible for the Insurance and Banking Departments as well
as the Treasury Department and worked closely with the Caribbean Development
Bank. In 1992, Mr. Terry established his own law firm of Woodward Terry &
Company, which, in addition to other services, concentrates on the registration of
ships and the formation and management of companies and trusts.

Mr. Terry has served on the boards of the Port Authority, the Civil Aviation
Authority and has chaired several other public bodies, such as the Central Tenders
Commiitee and the Public Sector Investment Committee. Mr. Terry is a member
of the Cayman Islands Chamber of Commerce and the Caymanian Bar Association
and is a founding member and active participant of the Shipping Sector
Consuitative Committee now known as the Maritime Sector Consultative
Committee (MSCC). Given his background, Mr. Terry is considered to be an
excellent choice as a member of the MACI Board.

Mr. Andrew Eden - Director

Mr. Eden has an extensive seafaring background having sailed for 17 years after
deciding as a teenager to follow his dream to be a marine engineer. At the age of
24, Mr. Eden became one of the youngest Caymanians to obtain a Chief
Engineer’s License. He sailed the globe on a variety of supertankers including one
of the largest supertankers at the time (the 327,000 DWT Universe Iran) until his
retirement.

Mr. Eden is a past president, and a current and very active council member of the
Cayman Islands Seafarers” Association. He is a staunch supporter of Caymanians
wishing to join the maritime industry, endorsing particular traits such as the
development of personal and professional discipline and opportunities to develop
leadership abilities.

Mr. Eden is the only Board member who has served at sea and through his
experience can represent the contribution of seafarers to the maritime industry.
His knowledge of maritime affairs and involvement at a strategic level in the local
Seafarers’ Association is an important link with respect to the future developments
in the maritime sector. Given his background and experience, Mr. Eden is
considered to be an excellent choice as a member of the MACI Board.

Mr. Errol Bush - Director

Mr. Bush is a past Director of the Cayman Islands Port Authority. As such, he has
extensive experience in shipping in the context of port operations. During his
tenure as Port Director, Mr. Bush maintained close links with the then CISR and,
even before the emergence of the maritime security measures, he fully supported
and kept abreast of the Port State Control efforts being mounted in Cayman.
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Mr. Bush was also closely involved with the Caribbean Shipping Association which
is involved with a wide spectrum of maritime related matters. Given his
background and experience in the maritime sector, Mr. Bush is a valuable

contribution to the MACI Board.
Mr. Lemuel Hurlston, CVO, MBE, JP -- Director

Mr. Hurlston retired as Chief Secretary (and Deputy Governor), one of the
highest posts in the Civil Service, in 1995, after 26 years of public service.

In 1997, upon the retirement of Sir Vassel Johnson, CBE, JP. Mr. Hurlston
was named Managing Director of Montpelier Properties (Cayman) Limited,
a business office complex of almost 90,000 square feet in central George
Town. _

He was appointed a Justice of the Peace in 1983, a Notary Public in 1986
(since surrendered) and has twice been honoured by Her Majesty the
Queen, first in 1989 with the award of the Most Excellent Order of the
British Empire (MBE), and again in 1994 with the Commander of the Rovyal
Victorian Order (CVO).

Mr. Hurlston is a Director of Sagicor life of the Cayman Islands Limited,
and a former Director of the Cayman Islands National Insurance Company
(CINICQ), as well as the first Chairman of the National Roads Authority. In
2007 he was appointed as a Commissioner to the Civil Service Appeals
Commission,

Mr. Hurlston is a past President of the Kiwanis Club of Grand Cayman, a
past Chairman of the National Council of Voluntary Organizations, and
President of the Justices of the Peace Association. He is also a founding
member of the Civil Service Credit Union and served as its Treasurer twice,
and President, three times. He has also served as the Cayman Islands
representative for the British Executive Service Overseas (BESO).

He was educated at Wandsworth College, London.

Mr. Robb Maass — Director

Mr. Maass is a shareholder in Alley, Maass, Rogers & Lindsay, P.A., a full-
service law firm with offices in Palm Beach and Stuart, Florida. He holds an
A.B. from Princeton University and a J.D. from Yale University. Mr. Maass
heads the firm’s Admiralty Department, which specializes in marine
transactions. He and the other lawyers in his Department represent a broad
spectrum of the marine industry, including vyacht owners, crew,
manufacturers, dealers, brokers, and vendors.
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Mr. A. Joel Walton, JP - MACI Chief Executive Officer & Ex-Officio Member

Mr. Walton is the Chief Executive Officer (Designate) of the Maritime Authority of
the Cayman Islands and Director of the Cayman Islands Shipping Registry. He
holds a BA (Hons.) in Finance from Brock University, Canada, and an MBA from
the University of Windsor, Canada.

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 in the
Portfolio of Finance and Economics which he held for 11 years until May 2004.
During this time, he had responsibility for the Financial Services Supervision
Department and the Cayman lslands Currency Board, forerunners of the Cayman
Islands Monetary Authority (CIMA). He also has responsibility for the General
Registry and Treasury departments, the Economics and Statistics Office, and the
Budget and Management Unit.

Mr. Walton has held appointments on a number of boards and committees in the
public and private sectors including: the Cayman Islands Stock Exchange
Authority; the Cayman Islands Public Service Pensions Board; Caribbean Utilities
Company Ltd.; the Caribbean Development Bank, and the Cayman Islands Private
Sector Consultative Committee. He is currently Chairman of the Maritime Sector
Consultative Committee, the Cayman Turtle Farm Board and the Cayman Brac
Economic Development Committee, Deputy Chairman of the Cayman lIslands
Monetary Authority Board, and member of the Cayman Islands Health Services
Authority Board.

Mr. Marco Archer — MACI Board Secretary & Ex-Officio Member

Mr. Archer, a former Director of Finance & Information Technology with the
Maritime Authority, is currently employed at Mourant Du Feu & Jeune law firm
completing his Articles. Prior to this, Mr. Archer served in the Cayman Islands Civil
Service, which he joined in 1989, and held several posts including that of Senior
Statistician in the Economics and Statistics Office; Project Manager of Financial
Reform, and Senior Assistant Secretary in the Portfolio of Finance and Economics
until 2004,

During his tenure in the Economics and Statistics Office he was responsible for the
Economic Statistics programme. As Project Manager for the Financial Reform of
the Cayman lIslands Government he was responsible for personnel recruitment,
procurement and scheduling software implementation as well as training the Civil
Service.

Mr. Archer holds a BSc in Economics and Finance from Barry University, USA; an

Executive MBA from the University of Miami, Florida; an LLB (Hons.) from the
University of Liverpool, England; and a Diploma in Legal Practice from The
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College of Law in the UK. He also holds a Certificate in Project Preparation and
Management from the Caribbean Development Bank. Mr. Archer is a member of
the Executive Committee for Generation Now and a member of the Elmslie
Memorial United Church.
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Key Management Personnel as at 30 June 2007

CEO (Designate) and Director, CISR

Divisional Director — Registration,
Human Resources & Administration

Divisional Director (Acting) —
Finance & Information Technology

Divisional Director — Safety, Survey
& Inspection — Europe

Deputy Divisional Director — Safety, Survey
& Inspection, Head of Section (Yachts) — Head Office

Deputy Divisional Director — Safety, Survey &
Inspection — Europe

Head, Human Resources & Administration

A. Joel Walton

Alfred C. Powery

Kenrick A. Ebanks

Gregory V. Evans

Peter C. Southgate

Michael Jennings

Sian E, Pairaudeau
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REGISTRATION,
HUMAN RESOURCES &
ADMINISTRATION
DIVISION

REGISTRATION

The Registration section is a frequent point of contact for clients and it also serves
as the core of the Cayman Islands Shipping Registry. This section is responsible for
processing several types of registrations including: New, Interim and Provisional
vessel registrations; transfers of ownership; vessels Under Construction; Demise
Charter (Bareboat), and registration of Mortgages in accordance with the
Merchant Shipping Law (2004).

In the 2006/7 fiscal year, the Register increased by 8.9% as compared to the
previous fiscal period of 2005/6. At the end of this reporting period there was a
total of 1,600 vessels on the Register, of which some 350 were commercial
(merchant) vessels. This represents a net increase of some 300,000 gross tonnes
to the Register, bringing the total tonnage on the Register to 3,440,000. In
addition to its growth, the Registry continues to attract reputable owners to its
register. This success represents an increase in revenue and an enhanced reputation
for the Cayman Islands. ‘

Redesigned forms with online form completion, in addition to online name
reservation and the development of A Guide to Vessel Registration booklet have
proven to be a more client-friendly approach, providing greater efficiency and
delivery of service. Japanese and Greek CISR representatives, as collectors of
registration documents, have also enhanced our response time. During the second
quarter of the 2006/7 fiscal year, a CISR representative was placed in the South
Florida area (Ft. Lauderdale) in order to cater to the significant and growing client
base in this region. Reports from third and fourth quarters demonstrate its success
and scope for growth,
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200772008 Objectives

The development of Virtual Office Environment (VOE) registration related
modules continues to be top of the agenda for the upcoming fiscal year. A CISR
representative is to be placed in London to perform similar services as those
provided by our South Florida (Ft. Lauderdale) office.

HUMAN RESOURCES AND ADMINISTRATION

The Human Resources and Adrministration 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 48 employees and
five consultants in the Authority’s two regional and four representative offices are
working to their fullest potential within a supportive environment. In addition,
this section oversees all aspects of office management for the Head Office in
George Town. ‘

Appointments

The following employees joined the MACI team between 1 July, 2006 and 30
June, 2007:

DATE NAME ~ POSITION

July 1, 2006 Mis. Krista Dixon Senior Client Service Officer

September 1, 2006 Ms. Jessica Ebanks Client Service Officer

September 4, 2006 Ms. Shawanna Hera Maritime Officer N

September 18, 2006 Ms. Marilyn Conolly Manager, Client Relationships & MACI
Consulting N

December 1, 2007 EMr. Todd Bice ~{CISR Representative , USA (Ftl)

Aprit 1, 2007 _ ~ iMs. Suzanne Rondon Assistant Registrar of Shipping

May 7, 2007 Mrs. Susan Clifford-Ebanks Assistant Manager of Accounting

May 21, 2007 iMs. Jenna-Dell Humphrey-Terry Senior Client Service Officer

Feb 26, 2007 ‘Ms. Natasha Fearn Client Service Officer {(UK)

May 21, 2007 Ms. Lara Swan Accounting Officer (UK)

June 26, 2007 Ms. Amanda Owen Client Service Officer (UK)

October 2, 2006 iMr. Richard Blake Surveyor (UK)

October 30, 2006 iMs. Louise Roberts gCiient Service Officer (UK)

January 8, 2007 iMs. Caroline Coakley §Client Service Officer (UK)

May 24, 2007 EMS. Leona Deacon gClient Service Officer (UK)
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Promotions

Between 1 July, 2006 and 30 June, 2007 the following employees received
promotions within the organization:

DATE

NAME

POSITION

‘August 1, 2006

Mr. Peter Southgaie

Deputy Divisional Direcfor Heéd Office
& Head of Section (Yachts)

;November 1, 2006

Mrs. Dorisley Jackson

Coordinator, Events & Special Projects
(confirmed)

fﬁJanuafy 1 2007

Mr. Kenrick Ebanks

Divisional Director, Finance & IT
(Acting)

Reassignments

Between 1 July, 2006 and 30 June, 2007 the following employees were
reassigned within MACI:

DATE

'NAME

POSITION

Septemnber 1, 2006

Mr. James Gavin

Senior Surveyor — reassigned from
Holland to Shreveport, LA

_March 30, 2006

Mr. Brian Lodge

Trainer — Took leave of absence to be
appointed as CISR Representative,
London as of October, 2007

May 1, 2006 M. Krista Dixon Senior Client Service Officer, Reassigned
' from Front Desk to Safety, Survey &

Inspection — Head Office, QT
Resignations

Between 1 July, 2006 and 30 June, 2007 the following employees resigned from

MACI:
‘DATE NAME POSITION )
November 30, 2006 Mr. Todd Bice Manager, Client Relationships

December 31, 2006

Mr. Marco Archer

Divisional Director Finance &
1T

February 15, 2007

Ms. Vanessa Mclaughlin

Client .S;ervice O.fﬁcer

March 30, 2007

Mes. Nichola Stewart

Manager, Quality Systems

December 22, 2006

Mes. Louise Roberts

Client Service Officer (UK)

February 28, 2007

Ms. Caroline Coakley

Client Service Officer (UK)

June 22, 2007

iMs. Natasha Fearn

iClient Service Officer (UK)
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MACI Scholarships

Two Maritime Scholarships were made available by the Ministry of Education
through the Education Council for the 2007/8 academic year. The overall purpose
of the scholarships is to increase the competencies of Caymanians (young and
mature persons) in the maritime industry. MAC]I was asked to take the
responsibility for the promotion of the scholarships and the selection process.
Four applications were received and following interviews, the panel
recommended to the Education Council that two of them be awarded
scholarships.

2007/2008 Objectives

There are plans in 2007/08 to expand on the Maritime Scholarship Programme
and to identify additional internal and external training for staff based on the
goals and objectives identified in each employee’s Personal Development Plans
and their areas of interest, combined with the organisation’s needs. Team building
will be a primary area of focus given the continued changes in MACIs staff
complement.

The Administration section will take a lead role, together with
Finance/Information Technology in the planning, implementation and
testing/evaluation of the pilot project for the Content Management System, which
will be conducted within the HR/Administration section initially, with a view to
organisation-wide implementation over a period of approximately two years.
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FINANCE & INFORMATION
TECHNOLOGY DIVISION

FINANCE

The Finance section has the responsibility for all financial matters relating to the
budget, fee collection, accounts payable and asset management. It is also
responsible for the preparation of MACI’s financial statements, and the purchase
and ownership agreements between the Cabinet and the Authority. The unit’s
objectives are essentially created by the financial requirements of the organisation,
its stakeholders and the resources available to MACI.

In just its second year of operation and during the 2006/07 financial year, MACI
was able to produce an operating surplus of Cl1$1.17 million. This operating
surplus was particularly gratifying, as of the end of its first year of operation on 30
June 2006, MACI’s operating position ended with an operating loss of
Cl$47,000. We achieved this strong operating performance while soundly
investing in capital resources, thereby strategically positioning MACI for continued
growth. During 2006/07, we invested in a wide variety of IT-based projects for a
broad range of client-focused needs.

Financial Statements for 1 July 2006 to 30 June 2006 were audited by the Auditor
General on 18 April 2008 and accepted by MACI’s Board of Directors on 14 May
2008 and form a part of this Report which will be on the website once no’red by
Cabinet and tabled in the Legislative Assembly.

2007/2008 Objectives

Looking ahead, in 2007/8, we will continue to allocate resources in specific areas
and at the same time continue to fortify MACU's services. We expect to increase
our overall capital spending, with the introduction of the Voice over Internet
Portal (VOIP) telephone system, Content Management System and
implementation of a Client Relationships Management System.
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INFORMATION TECHNOLOGY

The Information and Technology (iT) section is responsible for providing IT
support, IT business and technical solutions that leverage technology to gain
efficiencies across MACI.

Virtual Office Environment (VOE)

Key to the business development and the strategic direction of MACI, the VOE
project commenced during the 2005/6 reporting period. The VOE project is
about utilising Information Technology to provide more efficient back office
support systems with centralised and comprehensive databases, and simplified
clients’ electronic access to services and information. Due to the comprehensive
nature of this project, the VOE will be implemented in different phases with final
completion of all phases by the end of the 2007/8 fiscal year.

Within the 2006/7 period, Phase Two has been completed with a primary focus
on the VOE, with specific regard to making more services available through our
very successful MACI website www.cishipping.com. The ability to pay for
invoices and name reservations with credit cards on the website has been
positively received by our clients. All forms are now “enter-able” and can be
printed, faxed or emailed. MACI products such as flags etc., can now be purchased
through our online shopping cart. Headstart, a new subscription service to the
Ship’s Registry Database, has been launched as a pilot.

2007/8 Objectives

In the next fiscal year the VOE project will continue as more electronic services are
launched for our customers’ convenience. A new Content Management System
will be implemented within the Authority to provide the tools to manage the
challenges it is currently experiencing with the rapidly growing volume of
documents, e-mail, voice mail, digital media, and business critical information
scattered in multiple repositories and across remote offices. Work on the Ship’s
Registry System will also continue as a new module for the Survey Section is
added.
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SAFETY, SURVEY AND
INSPECTION DIVISION

SAFETY, SURVEY & INSPECTION — QVERVIEW

The primary objective of the Safety, Survey and Inspection Division is to ensure
that all Cayman-registered vessels are compliant with international standards and
with Cayman legislation, especially with regards to maritime safety, security and
marine pollution prevention.

This objective was independently verified in the fiscal period of 2006/7 by the UK
MCA during their monitoring visit and as part of the UK’s remit to ensure that the
Category 1 Shipping Registries uphold the appropriate international standards.
Three officers from the MCA spent two weeks with MAC] monitoring how these
responsibilities are discharged, in the UK and George Town offices. In summary,
there were no adverse comments or recommendations; MACI was also
complimented on some of our safety initiatives.

In addition, this division has fostered good working relationships with its clients
and provides assistance and support on regulatory matters by providing guidance
on a day-to-day basis and through the promulgation of Advisories and Shipping
Notices. This division includes the following three sections:

» Statutory Compliance & Casualty Investigation (All vessels)

¢ Yacht Services (Commercial and Pleasure)

» Crew Compliance & Port State Control (Domestic CMOU and the
performance of the CISR internationally)

Future Qutlook and Objectives

MACI's global position is likely to be further strengthened with survey
representation now in Ft Lauderdale, and by the end of 2007, in Singapore and
Nice. MACI strives to encourage commercial ships and yachts to the Registry and
this has been largely successful in both the ship and yacht sectors. The growth,
within the 2006/7 reporting period, for new-builds in merchant ships and yachts is
reflected in Appendices 1 and 2, respectively. MACI continues to be proactive in
its approach to taking advantage of the opportunities to further expand both of
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these areas, and continues to develop its global marketing strategy for this
purpose.

STATUTORY COMPLIANCE AND MARINE CASUALTY INVESTIGATION

The Statutory Compliance section has overall responsibility for compliance with
applicable standards across the spectrum of vessels on the Register. This section
also provides advice and guidance on the interpretation and implementation of
applicable requirements. This includes monitoring all developments at the
International Maritime Organization (IMO) to enable MACI to adopt a proactive
approach to the changing international statutory regime that governs international

shipping.

The last twelve months have seen the introduction of several amendments to the
statutory requirements that apply to Cayman Islands ships. Two of the most
noteworthy were the major amendments to the requirements of preventing
pollution by oil and by noxious liquid substances in bulk (MARPOL Annex | and
lI} and the phasing in of Voyage Data Recorders (VDR) carriage requirements for a
wider range of cargo ships. No significant problems have been reported by
Cayman Islands ships in complying with any of the changes to the statutory
requirements.

During 2006/7, MACI also increased the capability to respond to marine casualties
and accidents wherever they may occur. Surveyors from both the George Town
and UK offices were trained by IMO to act as Casualty Investigators under the
“Code for the Investigation of Marine Casualties and Incidents”. The number of
such incidents reported to MACI rose to 23 in 2006/7 from 16 in the previous 12
months. Analysis of the reports shows that this increase was due to better
reporting practices, rather than an actual increase in marine incidents. Of the 23
reported accidents, only 3 required a formal investigation with a MACI Casualty
Investigator attending at the scene. These incidents were fully investigated and
the reports forwarded to IMO for inclusion in their worldwide database of marine
casualties. The main findings and recommendations of these investigations will
shortly be made available in the form of a Shipping Notice.

2007/2008 Objectives

The Authority will continue to keep pace with regulatory developments and
disseminate the appropriate information both internally and externally to our
clients using the Shipping Notices placed on the website. The Section will
maintain its efforts to ensure that trained casualty investigators are at hand to
respond to any casualty on a Cayman-registered vessel world-wide,
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YACHT SERVICES

The role and function of the Yacht Services Section is to increase the number of
Yachts on the Register and to coordinate and provide related technical services to
yacht industry clientele.

This year has been another highly successful year for the Authority’s Yacht Services
Division. After achieving an increase from 130 to 180 new-build projects by the
end of 2006, a target to reach 220 by the end of 2007 was tentatively set. At the
time of writing, the current figure stands at approximately 150 projects for the UK
office and close to 60 for those handled by the George Town office, and requests
for quotations are still coming in on a weekly basis. Therefore, the target to
increase the new-build portfolio for 2007 appears to be achievable at the current
market growth. In addition to the number of new- build units, and reflected by
the global increase in demand for new yachts, we are receiving quotations from
outside the core Yacht building areas such as Germany, Holland, Italy, Australia,
New Zealand and the USA, with notable growth in South America, Turkey, and
Russia. The UK, China, Taiwan and Japan are also breaking into this lucrative
market.

In order to cope with the increased workload, additional survey staff have been
recruited - two in the UK office and one in Ft Lauderdale reporting to the George
Town office. The survey presence in Ft Lauderdale is considered vital in order to
support the increasingly successful representative office in Ft Lauderdale.

Another exciting development for the 2006/7 year was the inauguration of the
Cayman Islands Shipowners” Advisory Council (CISAC) Yacht Committee, which
took place in February 2007 in George Town. The Yacht Committee is formed of
several of the industry’s major players and following a very successful first session,
the CISAC-YC is likely to serve as a very useful tool in keeping MACI ahead of the
competition.

200772008 Objectives
The placement of a surveyor in Nice, France is planned for the end of 2007. Both
Ft. Lauderdale and Nice are major yachting hubs, and MACI's physical and

technical presence in these areas will give us a significant commercial advantage
over our competitors through the provision of consistent quality service. -

CREW COMPLIANCE

The key role of the Crew Compliance section is to ensure that the competency of
masters, officers and crew onboard Cayman Islands registered vessels conform to
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all the applicable standards under national and international requirements,
primarily the International Convention on Standards of Training, Certification and
Watchkeeping for Seafarers (1978), as amended (STCW Convention).

The discharge of our responsibilities, in the last period of 2006/7, was not without
difficulties as the yacht industry is facing a massive shortfall in experienced and
certified crew for the many new yachts, either already in service or during the
build. This problem is reflected in the many requests that MACI has received to
grant dispensations, mainly to engineers who do not hold appropriate
certification or the required sea time, which is a pre-requisite to enable them to
upgrade their Certificates of Competency.

Appendix 3 highlights the number of Cayman lslands Endorsements and Seaman’s
Discharge Books (SDB} processed and issued against the targets set at the beginning
of the financial year. The increase in demand has consequently resulted in a
greater staff utilisation rate and a subsequent growth in revenue for the 2006/7
financial year.

A contributing factor to the financial performance of the section was the extension
of the crew compliance services offered by the Fort Lauderdale office. It is now
able to provide “over the counter” service within 24 hours from the time of
application to the issuance of Cayman Islands Endorsement or SDB.

2007/2008 Objectives

During the 2007/8 fiscal year, the STCW database will be streamlined, resulting in
a full online application service via the MAC] website and the Virtual Office
Environment (VOE). Additionally, by the end of 2007, a one-day turnaround
service for the issuance of the Cayman lslands Endorsement or SDB will also be
available in Nice, France. Both client-focused enhancements will give MACI a
significant commercial advantage and further streamline the work flow process.

To promote consistency throughout the organisation, a Manning Policy Manual is
currently under development and due for completion by the end of August 2007.

PORT STATE CONTROL (DOMESTIC CMOU)

The Cayman I[slands endeavours to maintain a leading role in Caribbean Port State
Control (PSC) and continues to be seen as one of the most effective and
experienced members of the Caribbean Memorandum of Understanding on Port
State Control (CMOU).

During this reporting period, this section along with surveyors based in George
Town within the Safety, Survey & Inspection Division have actively participated in
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PSC inspections of ships visiting Cayman waters under the provisions of the
CMOU. The Cayman Islands is required by the CMOU to inspect at least 15% of
all individual ships visiting Cayman over a 12-month period.

In the 2006/7 there were 123 distinctive calls into the port of George Town of
which 74 were cargo ships. MACIs Port State Control Officers carried out 14
inspections on 11 individual ships equivalent to 18.9% of distinctive cargo ship
calls. MACI has adopted a risk-based target approach, and thus primarily focuses
on cargo ships. A significant number of passenger ships frequently call at George
Town, however it has been noted that these vessels operate from the USA and are
regulated by the United States Coast Guard. These ships are subject to quarterly
control verification examinations, however a representative sample of passenger
ships are inspected by MACI for congruence with the targeting matrix. The
effectiveness of the targeting approach has been verified, as 54% of the ships
inspected were detained during the period due to major deficiencies contravening
international conventions and local regulations.

At the Caribbean Port State Control Committee (CPSCC) inter-sessional meeting
held in Jamaica in May 2006, training was given on the new Caribbean Marine
Information (CMI) system used to report on PSC Inspections and to disseminate
vital information among participating members.

2007/2008 Objectives

MACI will continue to be very active within the CPSCC’s Technical Standing
Working Group (TSWG). The TSWG is currently in the process of developing a
Manual for PSC Inspectors in the region. The final draft is expected to be
completed by February 2008 and presented to CMOU Member States for
approval at the next CPSCC meeting in Curacao.

PORT STATE CONTROL (INTERNATIONAL)

MACI continually strives to improve our Port State Control performance within
the major MOUs and this section is responsible for continually monitoring the
performance of each registered vessel within the fleet and working with the
owners/managers to ensure all identified deficiencies are promptly dealt with.

The most notable event for MACI during this period is the United States Coast
Guard awarding the Cayman Islands with Qualship 21 status. The Qualship 21
matrix system recognises ‘foreign’ Flag States which have demonstrated a good
safety and pollution prevention record with respect to its ships. As a result, ships
in the Qualship 21 system are required to undergo significantly less Port State
Control inspections by the USCG whilst in US waters. This achievement is even
more commendable noting that MACI has been elevated from a “targeted flag”
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for safety to Qualship 21 status in less than three years and is a testament to the
commitment of the MACI management to operate a quality register and to the
high level of professionalism within the organisation.

In the other MOUs, MACI continues to improve its status and has maintained its
Paris MOU ‘white list’ status and is diligently working to move from the Tokyo
MOWU ‘grey list” to the ‘white list’. Within the 2006/2007 reporting period, there
have been a total number of six detentions - one in the USA, three in the Tokyo
MOU and two in the Paris MOU.

A series of significant initiatives have been put in place by the MACI Management
Committee including a zero tolerance policy for those companies who operate
ships outside the acceptable international and national standards. MACI has also
initiated a proactive Port State Control monitoring system where the Port State
performance of each ship in each of the major MOUs is analysed on a weekly
basis. Those companies who operate ships which are not performing to standard
are requested to provide explanations on the defects and corrective actions
identified during the PSC inspections. In some cases, where considered necessary,
unscheduled PSC visits by MACI surveyors will follow. At least three ships have
been requested to leave the Register this year due to their poor safety record.

2007/2008 Objectives

The main objectives for the next reporting period are to continually improve our
PSC performance within all the MOUs. In particular, we are actively striving to
obtain ‘white list’ status within the Tokyo MQOU, having achieved ‘white list’
status in the Paris MOU in 2005 and USCG Qualship 21 status in 2007.
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MARITIME POLICY &
LEGISLATIVE DEVELOPMENT
UNIT

MARITIME POLICY AND LEGISLATIVE DEVELOPMENT

The Maritime Policy and Legislative Development unit is responsible for the
general development of MACI policies in conjunction with the development of
appropriate legislation. This is carried out through various activities including the
monitoring of general trends and policy development across the maritime
industry.

Work on the development of Maritime Policy continued with, inter alia, the on-
going review of Classification Society Agreements to reflect recent developments
and practices, ensuring that MAC! maintains an appropriate level of control over
Class the work of the classification societies carried our on our behalf. Procedures
for dealing with Casualty Investigations were further developed and implemented,
concurrent with attendance at an International Maritime Organisation (IMO)
training course on Accident Investigation.

On the legislative front, amendments were brought to the Maritime Authority of
the Cayman Islands (MACI} Law as well as to the Merchant Shipping Law (2005
Revision) (MSL). The former brought in changes considered necessary in light of
operating experience. For example, the capital borrowing limit was raised above
the limit for which Cabinet approval would normally be needed, and provided
for the Governor in Cabinet to appoint MACI Board members rather than the
Governor in his personal capacity. The MSL 2005 amendments addressed
anomalies that existed between the MACI Law and the MSL, and brought in
provisions to give effect to heightened limits for oil pollution compensation and
access to a Supplementary Oil Pollution Compensation Fund. In addition,
additional Ports of Registry were introduced, namely “The Creek”, in Cayman
Brac and “Bloody Bay”, in Little Cayman.
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2007/2008 Objectives

In addition to the on-going task of replacing and updating many of the shipping
Regulations and reviewing policy, a major review of the Marine Pollution Law is
planned. A revision of the Merchant Shipping Law to better align it with the
more recent Maritime Authority of the Cayman Islands (MACI) Law is also a main
objective for the upcoming fiscal period. Other objectives include: the
implementation of the proposed promulgation of the more technical aspects of
Shipping Regulations via MACI Shipping Notices, thus facilitating a more rapid
system for the introduction of new regulations and making any amendments to
them; the articulation of a structured policy on crew compliance; and a review of
the ILO Maritime Labour Convention.
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CLIENT RELATIONSHIPS &
MACI CONSULTING UNIT

CLIENT RELATIONSHIPS

The primary purpose Client Relationships is to be the initial point of contact to
resolve any and all client issues that may span the spectrum of all services
provided by MACI for a positive resolution for all sides involved. The unit also
strives to build new, or enhance existing, relationships with all clients, as well as to
help clients discover the needs of MACI products available to them and to align
their goals with our business strategies. MACI’s employees currently have many
valued and positive relationships with its various types of clients. The quality of
client interactions via telephone, email, facsimile or face-to-face provides a
significant business advantage to MACI.

During the fiscal year 2006/7, MACI staff members were briefed on the role of
Client Relationships within the organisation. A further update on the
development of this area was released through an article in The Journal entitled,
Smooth Sailing for MACI Clients. The Unit has focused on assessing the various
business sections of MACI in order to understand how these operate and
contribute to organisational efficiency and positive client relationships. Within the
past reporting period, client queries were dealt with well within the two days
normally allocated, and complaints were usually been dealt with within 24 hours.
The issue of holistic data management of the organisation to identify and assess
client needs was highlighted this past year and the need for an underlying strong
data and research component to the organisation was strongly advocated so as to
be able to better meet client needs in all business sections of the organisation. The
Unit has also undertaken an ongoing organisational review of the guality of
MACLI's services and products provided to clients by way of client feedback and
monitoring the provision of services.

200772008 QObjectives

Internal and external client surveys are proposed for the 2007/8 budget year to
better assess the needs of MACIs internal and external clients. A Client
Relationships Management Plan is due to also be completed in consultation with
each business section of MACI to identify areas for improvement to strengthen our
client-focused organisation.
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MACI| CONSULTING

MACI] Consulting aims to provide cost-effective consulting services on various
maritime issues utilising informed and efficient expertise whilst employing
innovative solutions. These services include: Maritime Administration Structures;
Financial Aspects of Operating a Maritime Administration; Maritime Legal
Services; Conference Organisation; and Training.

Within the 2006/7 fiscal period, significant progress was made in the area of
‘Conference Organising and Training® with the development of the Vessel
Registration Training Programme. This training programme was held five times
locally as well as for the first time in South Florida (Ft. Lauderdale}. Participant
evaluations of the training programme are made available for all staff to assess the
success of the course and to make any adjustments for future training.

2007/2008 Objectives

Demand for continued training, and potential conferences and workshops will be
assessed both for the local and international market, especially in the area of
Safety, Survey and Inspection. This will allow MACI to showcase its considerable
in-house expertise to a wider market and enhance our international reputation as
a high-quality register with in-demand expertise. In addition, this will continue to
provide a source of revenue for MACI.
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BUSINESS DEVELOPMENT &
CORPORATE
COMMUNICATIONS UNIT

BUSINESS DEVELOPMENT

The Business Development area is responsible for increasing business for the
Cayman lslands Shipping Registry. The Business Development Advisor traveled to
a number of countries to meet with clients resulting in new clients for the Registry.

The CISR continued to work closely with other agencies to maintain joint business
development activities targeting clients that would benefit from the services of all
agencies involved. Regular suggestions and advice on a range of business
development activities were provided by the private sector represented by the
MSCC and the CISAC. In its second year of operations, MACI participated in
various marketing and promotional events in order to market the CISR (Appendix
5).

2007/2008 QObjectives

The CISR plans to continue attending various events in Dubai to capitalise on the
increasing demand for megayachts in Dubai and the Middle East. In addition, as
suggested by the CISAC, the CISR will be exploring the Hamburg, Germany
market for potential business as this is a major shipping hub.

CORPORATE COMMUNICATIONS & MARKETING

Corporate  Communications & Marketing is responsible for promoting and
ultimately increasing business for the Cayman lIslands Shipping Registry. This is
done through event planning and management as well as through strategic
marketing campaigns to specific target markets for the development of the
Registry.

During the 2006/7 fiscal year, new material for the CISR was developed including
an exhibition booth, marketing folders, and A Guide to Vessel Registration
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booklet (in conjunction with the Registration Division). CISR  business
development updates were disseminated via local and overseas media, MACI’s
website and by liaising with the Maritime Sector Consultative Committee {(MSCC)
and the Cayman Islands Shipowners’ Advisory Council {(CISAC).

Partner agencies for cooperative promotions and exhibitions included in the past

year: the Civil Aviation Authority; the Cayman Islands Investment Bureau; the
Cayman Islands Department of Tourism and the local private sector.

2007/2008 Objectives
An Events Planning & Management Guide and a Corporate Communications

Manual will be produced as well as a Quarterly Newsletter, which will be
available on MACI’s website.
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APPENDICES

APPENDIX T — MERCHANT SHIP NEW-BUILDS AS AT 30 JUNE 2007

Yard
# Shipyard Name of Vessel Type of Vessel Number Owner GT DWT
1 Oshima/Japan Kurenai* Coal Carrier TBC MOL TBC 85700
2 | Sanoyas Shipyard Pro Grace® Wood Chip Carrier TBC MOL TBC 53800
3 Toyohashi
Shipbuilding Primrose Ace® PCTC 3596 MOL TBC TBC
4 Toyohashi
Shipbuilding Wisteria Ace™ PCTC 3596 MOL TBC TBC
5 Minaminippon
Shipbuilding Sanderling Ace* PCTC M705 MOL TBC TBC
6 Tsuneishi Cebu
Shipyard MV "Meteora™ Bulk Carrier SC76 Helikon TBC 58,000
7 ShinA/Korea TBC Qil/Chemical Tanker 5473 SNTG TBC TBC
8 ShinA/Korea TBC Oil/Chemical Tanker s474 SNTG TBC TBC
9 ShinA/Korea TBC Oil/Chemical Tanker $475 SNTG TBC TBC
10 ShinA/Korea TBC Qil/Chemical Tanker 5476 SNTG TBC TBC
11 | Mitsubishi Heavy
Industries, Kobe | Aquamarine Ace PCTC 1276 MOL TBC TBC
12 1 Mitsubishi Heavy
Industries, Kobe Amethyst Ace PCTC 1277 MOL TBC TBC
13 Tsuneishi
Shipyard Flora Pioneer Wood Chip Carrier 1350 MOL TBC TBC
14 | Aker Shipyard, '
Norway TBC Oil/Chemical Tanker 149 SNTG TBC 43000
15 | Aker Shipyard,
Norway TBC Qil/Chemical Tanker 150 SNTG TBC 43000
16 | Aker Shipyard,
Norway TBC Qil/Chemical Tanker 151 SNTG TBC 43000
17 | Aker Shipyard,
Norway TBC Qil/Chemical Tanker 152 SNTG TBC 43000
18 | Aker Shipyard,
Norway TBC Qil/Chemical Tanker 153 SNTG TBC 43000
19 | Aker Shipyard,
Norway TBC Oil/Chemical Tanker 154 SNTG TBC 43000
20 | Tsuneishi Cebu
Shipyard MV "Lycabettus” Bulk Carrier SC77 Helikon TBC 58,000
21 TBC/Korea TBC Bulk Carrier TBC Apex Marine TBC TBC
22 TBC/Korea TBC Bulk Carrier TBC Apex Marine TBC TBC
23 TBC/Korea TBC Bulk Carrier TBC Apex Marine TBC TBC
24 TBC/Korea TBC Bulk Carrier TBC Apex Marine TBC TBC
25 TBC/Korea TBC Bulk Carrier TBC Apex Marine TBC TBC
26 TBC/Korea TBC Bulk Carrier TBC Apex Marine TBC TBC
* DELVERED
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APPENDIX 2 - YACHT NEW-BUILDS

Shipyard Country No. of Projects
Aarhus Vaerft Denmark 3
Alloy Yachts New Zealand 4
Amels (Vlissingen) Netherlands 4
Ares Custom Yachts USA 1
ATB Shipyard Morocco 1
Austal Image Australia 1
Baglietio S.p.A ltaly 1
Benglai Bohai China 1
Bloemsa & van Breemen Netherlands 2
Blohm and Voss Germany 2
Blue Water Designs USA 1
BNavi ltaly 1
Bodgat AS Turkey 2
Burger Boat Company USA 4
Cantiere Navale Arno ltaly 6
Christensen USA 6
CMN Yacht Division France 2
Columbus Foundation Brasil 1
Corsair Yachts China 1
Cyrus Yachts Turkey 2
Danish Yacht Denmark 1
De Vries Netherlands 8
Delta USA 1
Derecktor Shipyard USA 2
Destination Paradise USA i
DML Appledore UK 1
DML Devonport UK [
Fitzroy Yachts New Zealand 2
Evadne Yachts Turkey 1
Evolution Yachts Australia 2
Fincantieri Yachts ltaly [
Hakvoort Netherlands 4
Hanseatic Marine Australia 2
Heliyachts Croatia 2
Holland Jachtbouw BV Netherlands i
Hotchya Russia 1
Inace Shipyard Brasil 5
1SC Canada 1
JFA {Chantier Naval) France 1
Kaiserwerft GmbH Germany 3
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Sensation Yachts

New Zealand

Sevmash

Russia

Kingship China 3
Kusch Yacht Bau GmbH Germany 1
Lurssen Germany 12
Paz Navi Turkey 1
Mondo Marine lialy 1
Moonen Shipyards Netherlands 5
Newcastle Marine USA 1
New Zealand Yachting Developments New Zealand 2
Nobiskrug/Thyssen Krupp Germany 5
Northern Marine USA 2
Northwest Bay Ships Tasmania 1
Nuytco Canada 1
Ocean Line Yachts Slovakia 1
Oceanco Netherlands 2
QOvermarine Italy 5
Palmer Johnson LLC USA 4
Pendennis UK 1
Penzance Drydock UK 1
Perini Navi ltaly 1
Privilege Yacht Company ltaly 2
Proteksan Turquoise Yacths Inc¢ Turkey 4
Richmond Yachts Canada 2
Royal Huisman Netherlands 2
Royal Van Lent Netherlands 7
San Lorenzo SpA ltaly 1
Sea Charter Co ltaly 1
1
1
2
2
2
7
1
1
1
1
1
1
4
2

Sunrise Yachts Turkey

Sunseeker International UK

Ta Chiao Chou Yacht Building Taiwan

Timmerman Yachts Russia

Trave Schiff Technik Germany

Trinity Yachts USA 8

US Submarines USA

Vega Yachts Japan

Viareggio Superyachts S.r.l ltaly

Vripack Netherlands

Vitters Netherlands

Westport USA

Whistle Jacket Marine UK 1

YAY Gemi Yapim San. A.S. Turkey 1
1

Total

O
(o]
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APPENDIX 3 -

CREW COMPLIANCE
ACHIEVEMENTS VS. TARGETS

Financial schedule - {preliminary) achisved in pericd
vy 2008 - Sune 2007
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Maritime Authority of the Cayman Islands
CERTIFICATE OF THE AUDITOR GENERAL

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

I have audited the financial statemenss of the Maritime Authority of the Cayman Islands
for the year ended 30 June 2007 as set ouf on pages 4 fo 15 and in accordance with
Section 17(1) of the Maritime Authority of the Cayman Islands law 2003 and Section 52
(3} of the Public Management and Finance Law (2005 Revision).

Management’s Responsibilities for the Financial Stafement

Management is responsible for the preparation and fair representation of these financial
statements in accordance with International Public Sector Accounting Standards. This
responsibility includes: designing, implementing and maintaining internal control relevant
to the preparation and fair presentation of financial statements that are free of material
misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Anditor’s Responsibility and Basis of Opinion

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 frand or error. In making those risk assessments the anditor
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.

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



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 2007,
and the results of its operations and its cash flows for the year then ended in accordance
with International Public Sector Accounting Standards and the Maritime Authority Law
(2005 Revision) :

by Do

Dan Duguay, MBA, FCGA Cayman Islands
Auditor General April 18, 2008



“MACI

MARITIME ASTHORITY OF THE CAVMAN 11ANDS

Maritime Authority of the Cayman Islands
Management's Responsibility for Financial Reporting

The accompanying 2007 Financial Statements of the Maritime Autherity of the Cayman Islands {MACI) and
all information have been prepared by management, who are responsible for the integrity of the information
presented. These Financial Statements have been prepared by MACI in accordance with the provisions of
the Public Management and Finance Law (2005 Revision).

in maeting its responsibility for the reliability and integrity of the Financial Statements, management has
developed and maintains a system that provides the necessary internal controls fo ensure transactions are
correctly authorized and recorded.

| 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 (2005 Revision).

To the best of my knowledge the financial statements are:

a) complete and reliable,

b) fairly reflect the financial position as at 30 June 2007 and the financial performance for the year
ended 30 June 30 2007, and

¢) comply with generally accepted accounting practice.

e

" Sharon Roulstone A. Joel Walton

Chairperson Chief Executive Officer (Designate)
Maritime Authority of the Maritime Authority of the

Cayman lslands Cayman Islands

April 1, 2008



fo #
"MACI
MARITIME AUTHORITY OF THE CAYMAN ISLANDS
BALANCE SHEET

MANIIRE S HOHITY TP ATF GREMAN SNl At at 36 June 2007
{Expressed in Cayman Isiands Doflars)

June-07 June-H6
£'000 $'000
Notes
Current Assets
Cash & Cash Equivalenis 17 1,180 495
Accounts Receivable 18 1,843 950 (Restated)
inveniories 2 4
Total Current Asset 3,025 1,446
Non Current Assets
Property, Plant & Equipment 7 244 118
Gther Non Current Assets 8 48 48 (Restated)
Total Non Current Assets 262 166
Total Asseis : 3,287 1,612
Current Liabilities
Acgounts Payable 19 380 481
Unearned Revenue 20 229 225 {Restaled)
Empiloyee Entiffements 21 154 86
Other Current Liabilities 22 230 262
Total Current Liabilities o83 1,054
Total Liabliifies 893 1,054
Tota! Assets Less Total Liabilities 2,294 558
Net Worth
MNet Operating Surplus/(Deficit) 1,170 {47) (Restatad)
Paid up Capital 5 1,000 500
Opening Accumulaied Surplus 124 105 (Restated)
Total Networth 2,294 558

Approved on Behalf of the Board of Directors on April 1, 2008

Chairperson ) Chief Executive Officer {Designate)
Sharon Roulsione A. Joel Walton

The accompanylng notes on pages 7 - 15 form an integral part of these Financial Statements.



*MACI

HARMPISE AUTNORITY OF PHE CAYMAY MLARDS

Operating Revenue
Sales of Goods and Services
{investment Revenue
Donations Received
Cther Operating Ravenue
Revenue from Government

Total Cperaiing Revente

Operaling Expenses
Persorme! Cost
Supplies & Consumables
Depreciation
Total Cperating Bxpenses
Surplus/{Deficif) from Operating Activitios

Non Operaiing Revenue & Expenses
Gains/(Losses) on Revaluation/Disposal of Fixed Assels
Gains/{Losses) on Foreign Exchange Transaction

Tolal Non Operafing Revenue & Expenses

Met Surplusi{Deficit)

MARITIME AUTHORITY OF THE CAYMAN ISLANDS

Notes

12

13
14

15

OPERATING STATEMENT
For the tweive months ended 3¥ June 2007
{Expressed i Cayman islands Doffars)

June-07 June-06
$'000 $060
5435 3413 (Restated)
-] 0
10 0
305 125 (Restated)
1.835 1,536
7,293 5,073
3481 3,064
2,639 2,084
71 14
8,191 5,142
1,102 {69)
7 0
&1 22
68 22
1,170 {47} (Restated)

The accompanying notes on pages 7 - 15 form an integral part of thess Financial Statements.



“MACI

MARYFIME AUTHORITY 2F THE Al Faiils

CASH FLOWS FROM OPERATING ACTIVITIES
Receipis
Sales of goods and services
Interest received
Donations received
Other receipts
Receipts from governmert
Payments
Personnel costs
Suppliers
Cther payments
Net cash flows from operating activities

CASH FROM INVESTING ACTIVITIES
Purchase of non-current assels
Proceads from sale of non-current assels

Net cash flows from invesiing activities

CASH FLOWS FROW FINANCING ACTIVITIES
Capital Contribution Cabinet

Net cash flows from financing activities

Net increase/tdecrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

The accompanying notes on pages 7 - 15 form an Integral part of these Financial Statements.

MARITIME AUTHORITY OF THE CAYMAN ISLANDS

CASH FLOW STATEMENT
For the twelve months ended 30 June 2007

{Expressed in Caymen Dollars)
Change in Cash  Change in Cash
June-d7 June-06
$00¢ $°000
Notes
4874 2,873 (Restated)
8 0
10 ]
432 2
14 1,375 1,953
(3.450) (2,905) {Restated)
(2,704) {1.825)
0 {80)
345 {72)
(167) {65)
7 g
{160} {65)
500 500
500 500
685 363
485 132
17 1,180 495




Notes to the Financial Statements
FOR THE YEAR ENDING 30 JUNE 2007
{Expressed in Cayman Isiands Dollars)

1. Organization and Objectives

The Marifime Authority of the Cayman Islands (MACI) is a statutory corporation formed as a separate
legal entity under the Maritime Authority of tha Cayman Islands Law (2005) which cams into effect on July
1, 2005, The Authorty is wholly-owned by the Government of the Cayman Islands but governed by a
Board of Directors appoinied by the Governor of the Cayman Islands. MACI reports fo the Cabinet of the
Cayman Islands through the Portfollo of Finance and Economics but is also responsible fo the UK
Secretary of State via the UK's Marifime and Coastguard Agency (UK MCA) for the effective
implernentation of the relevant international maritime and related Conventions that have been ratified by
the UK Government and extended to Cayman.

The original Cayman Islands Shipping Registry {CiSR) marifime administration structure, which is the
main forerunner to MACI, was first set-up in 1903 when George Town was established as a British Port of
Registry. The CISR obtained British Registry Category 1 Siatus on July 25, 1891, The Category 1 Group
of British Registries includes the UK, Bermuda, Cayman, Gibraltar and the Isle of Man. Ali of these can
register vessels of any size and type provided that they meetl international standards. Tha CISRis now a
division of MACI. However, there are a number of other critical responsibilities that have been added to
the new Authority. The Authority therefore combines into one body:

1. The original CISR's vessel and morigage Registration, Advisory, and marine Survey and Audit
services

2. The overall responsibility for implementing Cayman's marine poliution prevention, maritime safely
and security, and seafarers’ welfare obligations under international Conventions and Cedes and
under Cayman legislation for Cayman-flagged vessels

3. The responsibility for the implementation of Cayman's obligations under the Caribbean
Memorandum of Understanding on Port State Control for foreign-llagged vessels enfering Cayman
Islands 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-
refated mattars, and the development of Cayman's maritime-related legisiation

5. The respeonsibility 1o represent Cayman at international fora and to protect its maritime interests

2. Basis of preparation

The Financial statements of MAC] are prepared in accordance with Infernational Public Sector
Accounting Standards {{PSAS) using the accrual basis of accounting. Where there is currently no IPSAS,
other authoritative pronouncements such as international Accounting Stendards and United Kingdom
reporting standards applicable to the public sector have been used. The measurement base applied is
historical cost adjusted for revaluations of cerfain assets. The reporting Currency is Cayman Isiands
Dollars basis,

3. Reporting Period

The reporting period is the 12 months ended 30 June, 2007.



Notes to the Financial Statements
FOR THE YEAR ENDING 36 JUNE 2007
{Expressed in Cayman Islands Dollars)

4. Significant Accounting Policies

a.

Invesiments. Shor-term investments are valued, on a monthly basis at amortized cost and
long term investmenis are valued at quoted market value. Unrealized gains or losses are recoded
in the income statement,

Foreign Currency. Forsign currency transactions are recorded at the exchange rates
prevailing on the date of the fransaction. (3ains and losses resulting from the seitlement of such
franszaction and from the franslaion of moneiary assets and liabilities denominated in foreign
currencies are recognized in the income statement. Assets and fiabilities are translated at the
exchange rale n effsct at the Balahce Sheet date.

Sale of Goods and Services {including user charges and feesl. Revenue from the sale of

goeds and services, including revenue resolting from user charges or fees, is recognised when it is
earmned. This is generally at time of sale or on delivery of service. Revenue from the rendeting of
a service is recognised by reference fo the stage of completion of coniracts or in accordance with
agreements to provide services. The stage of completion is delermined according fo the
proportion that costs incurred fo date bear fo the estimated iotal costs of the transaction.

Purchase Agreement. MAC! is semi dependent upon annual purchase agreement from the
Cayman Islands Govemment to meet its Obligations. The full amount of the purchase agreement is
treated as income in the year of receipt.

Expenses. Expenses are recognised when incusted.

Receivables and advances. Receivables and advances are recorded at the amounis
expected to be ultimately collected in cash.

Inventory. Inventories are recorded at the lower of cost and net current value. Where
inventoriss are valued at cost, specific identification or the FIFO method has been used.
Appropriate allowance has besn mads for obsolescencs.

Fixed Assefs. Fixed Assets are stated at historical cost less accumulaied depreciation.
Depreciation is calculated on a straight-line method of 20% per annum for Furniture & Fixtures,
Leasehold Improvemenis and Office Equipment; and 33 1/3% for Computer Hardware and
Software, which is sufficient to write-off the cost of the assets over their estimated useful lives.

Cash and cash equivalenis. For the purpose of the cash flow statement, cash and cash
equivalents consist of current and call deposit and fixed deposit maiuring within 90 days from the
date of acquisition.

Accounts Payable. Account Payables are recorded at the amount owing after alfowing for
credit notes and other adjustments.

Employes entifements. Amount incurred but not paid at the end of the reporting period are
accrued. Annual leave due, but not taken, is recognised as a liability. (See alse Note 21)

Emplovee beneffis. Obligation for coniribution io defined contribution and defined benefits
pension plans are recoghized as an expense in the income statement as incurred. (See Note 8)

Comparafive Information. The Finangcials for MACI provide comparable informsation for year
on year performance for 30 June 2005,




Notes fo the Financial Statements
FOR THE YEAR ENDING 30 JUNE 2007
(Expressed in Cayman Islands Doliars)

5. Capital

The authorised capital of MACI is $1,500,000. The Cayman isiands Government is the sole subscriber
and has contributed Paid-Up Capital of $1,000,000 as at 30 June 2007. The Cabinet of the Cayman
Islands Government has committed to increasing the Paid-Up Capital of MACI to $1,500,000 by the year
2008, by yearly equity injections.

6. Lease Obiiga!ion

MAC] leases the premises used for its operations in George Town and in the United Kingdom for the
European Regional Office (ERO). The lsase agreement for the George Town offices dated 1 September
2003 for the fotal office space 4,604 sq ft at $30.00 per sq ft. The lease is for 3 years with 1 year option
fo renew. The lease expires Seplember 2007 and will operate on a month to month basis thereafter,
MACI is currently seeking an alternative location of 8,000 sqg ft. Current market trends indicale leese
prices at $47 per sq ft. Lease payments under the operating leases are charged to the income statement
in equal instalments over the period of the lease.

The Lease agreement for the ERO lease agreament dated 6 September 2002 for the total office space
2578 sq ft at £14.88 per sq it. The lease is for 15 years with option {o renew. Lease paymenis under the
operating leases are charged fo the income statement in equal instalments over the period of the lease as
follows:

Lease Obligation for 1 year £45.084.76 | ClI$140,820.0D
Lease Obligation for 2-5 years £180,330.04 | 131,166,957
Lease Obligation for 8 -11 years | £270,508.56 Ci$ -

7. Fixed Assets

Furniture Leasehold Office Computer Other Total
& Fixiure | Improvement | Equipment | Equipment | Assets/
Booth
Displays
Criginal Cost
Balance at 30/06/06 88,617 2,500 48,546 120,437 1,000 263,400
Additions; 16,390 480 48 960 46 930 51,820 167,280
Disposals: D 0 0 0 0 1
Balance at 30/06/G7 105,307 8,980 87,506 170,367 52,520 435,680
Accumulated
Depreciation
Balance at 30/06/06 26,944 475 15,881 100,810 340 150,450
Additions: 15,310 1,205 10,860 43,450 280 71,218
Disposals: 0 0 0 t) o 0
Balance at 30/08/07 45,254 1,680 24,841 144,260 630 221,665
Net Book Value at 60,053 8,300 67,665 26,107 51,890 214,015
30/06/07:




Notes to the Financial Statements
FOR THE YEAR ENDING 30 JUNE 2007
{Expressed in Cayman Islands Dollars)

8. Defined Benefit Pension Obligation

Pension contributions are paid for eligible employees of MACI fo either the Public Service Pensions Fund
(the "Fund™) or the Chamber of Commerce Silver Thatch Pension Fund (Silver Thatch). The Fund is
administered by the Public Service Pension Board (the "Pensions Board”) and is operated as a multi-
employer contributory fund. Prior to 1 January 2000 the scheme underlying the Fund was a defined
benefit schame.

With effect from 1 January 2000 the Fund had both a defined benefit and a defined confribution element,
with participanis joining after 1 January 2000 becoming members of the defined contribution element
only. MAC! therefore funds 6% employse and 6% employers’ contribufions for all employees joining
MACI prior to 1 January 2006. For employees joining after 1 January 2008, the coniribution rate in efiect
is 5% employer's contribution and the employees is required to contribute 5% if enrolled with the Silver
Thatch or 7% to participate in the Public Service Penslon Fund (if enrolled in the Fund as a Defined
Benefit Member).

IAS19 has been adopted, refrospectively, for the first fime as of July 1, 2004 for all participating
employers. MACI first became a statutory authority as of July 1, 2005. Accordingly, no 1AS19 actuarial
reports for prior years have previously been submitied for MACI,

The fotal amount recognized as a pension expense during the year ended June 30, 2007 was $63,000
(2006: $99,000). The schemes are valued by independent Actuaries. The latest actuarial valuation was
done as at 1 July 2006,

1 July 2006
Net Present Value of Funded Obligation {135}
Fair Value of Plan Assets 218
83
Unrecognized Net Gains {358)
Net Assets in Balance Shest 48

The distribution of the Plan Assets at 1 July 2008, based on the share of the tolal Fund allocated fo the
Authority was as follows:

Equity Investments 58%

Bond Invesiments 37%
Cash/Other 4%
Totat 100%

The principal Actuarial Assumptions at the date of valuation are as follows:

Economic Assumptions Used fo Determine Benefit Obligations at Jung 30", 2006

1) Discount Rate 6.25%
2) Rate of Salary Increase 4.00%
3) Rate of Price Inflation 2.50%
4) Rate of Pension increases 2.50%

10



Notes fo the Financial Statements
FOR THE YEAR ENDING 30 JUNE 2067
{Expressed in Cayman Islands Dollars)

8. Defined Benefit Pension Obligation {continued)

Economic Assumptions Used to Datermine Net periodic Benefit Cost for Year ending June 30", 2006

1) Discount Rate B.25%
2) Expactad Lone-term Retumn on Plan Assets 7.00%
3) Rate of Salary Increase 4.00%
4) Rate of Price Inflation 2.60%
5) Rate of Pension Increases 2.580%

The 1AS19 Actuarial Vaiuatlon is currentiy being prepared by the Fublic Service Pension Board’s Actuary for
the period to June 30™, 2007 and is not yet available for inclusion in these Financial Statements.

9, Related Party Transactions

The Board of Directors of MACI is appointed by the Governor and consists of the Chief Executive Officer,
Secretary to the Board as ex-officio members and five directors as at 30 June 2007.

The following Government department/entities provided services o MACI during 2007;

i, Treasury Department
il.  Legal Department
iil.  Public Service Pension Board (see Note 8)
iv.  Computer Services Dapartment
v.  Immigration Department
vi.  Customs Depariment

MACI is responsible for the registration of vessel and the collection of the related fees which are paid over
{o the Cayman Islands Government.

MACI operates on a purchase agreement for outpuis delivered to Government (see note 14). MACI bills
Cabinet on a monthly basis to help cover its recurrent expenditure for these outputs.

40. Financial instruments

a. Credit Risk. Financial assefs that polentially subject the Authority o credit risk consist
principally of current, call and fixed deposits, long and shori-term investments, accounis and
inierest receivable, and other receivables and prepayments. Credit risk with respect to accounts
and interest receivable, and other receivablas and prepayments is limited because the Authority
only transacis business with clients it belisves to be reputable and capable of performing their
contractual obligations. Accordingly, the Authority has no significant concentrations of credit risk.

b. Fair Valug. The carrying amount of current, call and fixed deposits, accounts and interest
recsivable, other receivables and prepayments, demand liabilities, and other liabilities and
payables approximated their falr value due fo the short term maturities of these assets and
liabilitles. The fair value of other assets and liabilities are not materially different from the carrying
amounts.

k!



Notes to the Financial Staternents
FOR THE YEAR ENDING 30 JUNE 2007
{Expressed in Cayman islands Dollars}

11. Restatement of Financial Statements for Financial Year ending June 30, 2006

Restatement required afier defailed analysis performed on the June 30, 2006 Financials and identified
that & porlion of revenue was incorrecily recoided in the June 30, 2007 Financial Year that was o be
recorded for June 30, 2006 year. Such portion was then correctly allocated, hence restatement.

After final adjustments io the period, the previcusly stated operating Deficit of Ci$181,000(rounded) was
reduced to Ci$47,000(rounded},

12. 8ale of Goods and Services

Juns-07 June-06
$000 $000
Registration 245 308
Surveyor Fees 3,591 2,033
Crew Compliance 519 3N
Tornage 1,080 781
Total Fees and Charges 5435 3413
13. Other Operating Revenue
June-67 June-08
$o00 $'000
SMDSS Radio Log Book 6 3
Official Log Books 3 g
Merchant Shipping Legislation 3 3
Qil Record Book 9 2
Garbags Record Book 2 ¢
Refund of Revenue (15) C
Courier and Postal Charges 102 70
Exhibition Fees 0 &
Miscelianeous Fax 7 15
Communications Charges 1 1
Red Ensign Flags 4 3
24 Hour Rush Fees 20 4
Adminlstrative Rate 14 2
ProfessionalfSurveyor Rate 31 ]
Consuliative Rate 50 2
Website Marketing Fees 5 4
Cut-of-Office Surcharge 4 0
Cver-the-Counter Surcharge 56 1]
Training/Workshops 2 0
Wire Transfer Fes 1 0
Totat Other Operating Revenue 305 125

12



Notes to the Financial S¢atemenis
FOR THE YEAR ENDING 30 JUNE 2007
{Expressed in Cayman Istands Dollars)

14. Revenue from Government

Jine-O7 June-08
$°060 $'000
Revenue from Government Departments
Policy Advice io Cabinet 642 310
Provision to Technical Advice and Support to 405 377
Govarnment Agencies, Private Secfor and General Public 0
Registration of Marine Vessels and advice, assistance and advocac 297 445
State inspections and Investigations Services 191 403
Tofal Revenue from Government 1,635 1,535
15, Personnel Cost
June-07 June-06
$'oco $'000
Salaries and Wages 3,037 2,574
Pension Expense 228 208
Other Personnel Cost 208 198
Movement in Annual Leave Provision 8 a5
Total Personnei Cost 3,481 3,084
16. Supplies and Consumables
June-07 June-06
$'000 000
Supply of goods and Services 2,284 1,822
Operating Lease Rental 264 207
Other 24| 35
Total Supplies and Consumables 2,638 2,064
17. Cash and Cash Equivalents
June-07 Jine-66
$000 $000
Imprest 179 208
Bank Accounts 1,001 285
Tofal Cash & Cash Equivalents 1,180 405

13




Notes to the Financial Statements
FOR THE YEAR ENDING 30 JUNE 2007
(Expressed in Cayman Islands Dollars)

18. Accounts Receivables

June-07 June-06
2000 3000
Sales of Goods & Services 1,800 1,188
Interest Receivable 0 D
Prepayments 45 4
Cabinet Recelvables 128 D
Other Receivables 1 0
Tolal Gross Receivables 2,083 1,180
iess Provisioh for Doubtful Debts 240 240
Total Net Receivables 1,843 850
19, Accounts Payables
June-07 Jine-06
$oo0 2000
Trade Credifors 368 481
Operating l.ease Rentals 12 o
Total Payables 380 481
20. Unearned Revenue
Jupe-07 June-06
3000 $'000
Revenue Deposits 229 225
Totai {neamned Revenue 229 225
21. Employees Entitlements
June-07 June-0§
$o00 3000
Leave Entitlements 154 86
154 86

Total Employee Eniiffements

14




Notes to the Financial Statements
FOR THE YEAR ENDING 30 JUNE 2007
{Expressed in Cayman Islands Dollars)

22. Other Current Liabilifies

June-07 June-06
§$000 $000
Due to Government Depariments 230 282
Total Other Current Liabilifies 230 262

15



