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FOR: Shipowners, Classification Societies, Ship Masters and the Shipping Community

SUBJECT: International Safety Management (ISM) Code

References:
€) ISM Code[IMO Resolution A.741(18)]
(b) ISM Code 2000 Amendments[IMO Resolution MSC.104(73)]
(c) SOLAS 74 Chapter 1X, Management for the Safe Operation of Ships
(d) Revised IMO Guidelines on the Implementation of the ISM Code by
Administrations [IMO Resolution A.913 (22)]
(e Agreement and Guidelines Governing the Delegation of ISM Code
Verification and Certification, July 1, 1996
()] IMO Assembly Resolution A.443 (X1)
(9) IMO MSC/Circ.443
Pur pose:

This Notice advises and provides guidelines to owners, operators, and masters of Kiribati flag
ships concerning the Administration’s requirements for compliance with the ISM Code. These
guidelines provide the National requirements for Companies and vessals seeking ISM Code
certification. They also contain the Administration’s policies and interpretations regarding
application and implementation of the ISM Code.

Nationa requirements are not intended to be all-inclusive or to prohibit a Company from
incorporating or requiring items in its Safety Management System (SMS) beyond those contained
in these guidelines.

Applicability:
This Notice is applicable to passenger ships (including high speed craft), cargo vessels of 500

gross tonnage and over (including cargo high speed craft), and self-propelled MODUs of 500
gross tonnage and over on international voyages.



REQUIREMENTS:

1.0 Mandatory Compliance

The requirements of the ISM Code are mandatoryn8@: AS Chapter 1X.

1.1 Exceptions

1.1.1  SOLAS Chapter IX does not apply to:

1

2
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government-operated ships used for non-commeruaiggses;

cargo ships of less than 500 gross tonnage as negdsy the Administration or
the ITC 69, whichever is the lesser;

ships not propelled by mechanical means;
wooden craft of primitive origins;
private pleasure yachts not engaged in trade; and

fishing vessels.

1.1.2 FPSOs

An FPSO will be exempt from ISM code compliance if:

1

2

it has had its propulsion systems removed or déshlar

if the propulsion system is functional, the FPSCQoiis a fixed station for an
extended period of time, and the propulsion equigm&l only be used in case

of emergency or to reposition or service the vesseler a single voyage
exemption with no cargo on board.

1.1.3  Dynamically Positioned (DP) Units

1

A unit that is constructed and classed as a Seffétied MODU will be
considered as a Non-Self-Propelled MODU for purpaiséhe ISM Code if the
propulsion machinery is only utilized to maintainituposition, for short field
moves, or to provide assistance while being towear tfrom a site.

A short field move is the on location repositioniafa unit, up to 20 miles in

distance or 8 hours in duration, under the cogmiezaf an STCW Convention
licensed Master or Mate.

In order to receive this Non-Self-Propelled stathg unit operator must make
written application to the Administration and confi that the propulsion
machinery will only be used in the modes noted abov



1.2

1.3
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24.2

Compliance Monitoring

Compliance with the Code will be closely monitoresthd enforced by the
Administration. Ships operated by Companies thiatdacomply with the ISM Code
will be considered in violation of SOLAS and maygevented from trading.

Compliance Process

Companies should start the ISM Code compliancegsat the earliest possible
date prior to entering into active trading.

ISM Code Enforcement Authority

Responsibility

The Administration is responsible for effective @eement of the provisions of the
ISM Code. IMO Resolution A.739(18), “Guidelinesr fahe Authorization of

Recognized Organizations (RO) acting on behalf h&f Administrations”, allows

Administrations to delegate to ROs the responsgjbfiir verifying compliance with

the ISM Code and for issuing Documents of Compkan(®OC) and Safety
Management Certificates (SMC) on behalf of the Auistration.

Delegation

The Government of Kiribati has delegated by writtagreement to certain
Classification Societies the authority to verifymgaiance with the ISM Code and
issue ISM Code documents on behalf of the GoverhrokiKiribati. A list of the
authorized ROs for the purposes of ISM Code veiifims can be obtained from the
Kiribati Ship Registry.

Administration Rights

The Administration retains the right to conduct igsjdassessments and inspection
activities independent of or in concert with tha$ean RO in order to verify proper
implementation, application, and enforcement ofgihmvisions of the ISM Code.

Separation of Functions

In those instances where an RO provides both conguhnd auditing services for

ISM Code Certifications, the RO shall ensure thédependence of these two (2)
functions. Auditors must be free from bias anduefces, which could affect

objectivity. There must be a demonstrable and gmwmeparation between personnel
providing consultancy and those providing the smwito the same company.

An RO may provide ISM Code verification servicesvéssels for which the RO also
provides ship statutory certification services,vied, the ship safety management
audits and assessments are conducted separatdlyn addition to, existing ship
statutory certification and classification surveyndtions. The verification of
compliance with mandatory rules and regulationsiciwhs part of the ISM Code
certification, neither duplicates nor substitutes surveys for other certificates. The
verification of compliance with the ISM Code doest melieve the Company, the



Master or any other entity or person involved ia thanagement or operation of the
ship of their responsibilities.

3.1 National Requirements for an SMS by ISM Code Elemén

3.1 General

3.1.1 Every Company must develop, implement, and maingairSMS in accordance with
the requirements of the ISM Code. Failure to davBbbe considered a violation of
SOLAS Chapter 1X, and the Company’s ships shapesented from trading.

3.1.3 The following publications provide some guidelines:

1 “Guidelines on the Application of the ISM Code” duzed by the International
Chamber of Shipping.

2 “Procedural Requirements for ISM Code Certificatioproduced by the
International Association of Classification Soasti

3 “Procedures for the Control of Operational Requiats related to the Safety of
Vessels and Pollution Prevention” [IMO Resolutiory42(18)].

4 *“Guidelines on the Implementation of the ISM CodeAdministrations” [IMO
Resolution A.913(22)], and the Annex to those Clinds entitled, “Revised
Standards on ISM Code Certification Arrangements.”

3.1.3 The publications listed above describe items taathéressed by a Company’'s SMS
and provide guidelines for managing and preparimig IEM Code audits. IMO
publications can be obtained from IMO, Publicati@ection, 4 Albert Embankment,
London SE1 7SR, United Kingdom.

3.1.4 The Administration’s policies regarding safe mamaget and operation of ships and
protection of the environment should be incorpatéteo the Company and shipboard
SMS.

3.2 Safety and Environmental Protection Policy

The safety and environmental protection policiepuieed by the ISM Code must be
signed by the Company's Chief Executive or othamigeexecutive officer, and
should be reviewed at regular intervals to ensuae they remain likely to achieve the
objectives of the ISM Code.

3.3 Company Responsibilities and Authority

3.31 The term “Company” means the owner of the shipnyr@her organization or person
such as the Manager, or the Bareboat Charterer,hascassumed the responsibility
for operation of the ship from the Shipowner an@wh assuming such responsibility
has agreed in writing to take over all the dutird aesponsibilities imposed by the
Code. The owner of each vessel must provide th&ceOfof the Maritime
Administrator, Marine Safety, with the name, addretelephone and facsimile
numbers and e-mail address of the Company respenfib the operation of the
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vessel.

If the organization or person responsible for theration of a ship is other than the
owner, the owner must provide the Administrationbwthe full name of such entity
and submit details, which establish that entityttees Company to the satisfaction of
the Administration, which establish the entity’spensibility as the Company.

Designated Person(s)

In accordance with the ISM Code the Company musigdate a person or persons
who will be responsible for monitoring and verifgirproper operation of the SMS
within the Company and on each ship. The designptgson(s) should have the
independence and authority to report deficiencieseoved to the highest level of
management (i.e., the final decision maker regardihoreside management and
support and vessel operation and safety). The @asnpmust provide the

Administration with the full name of the designatpdrson(s) and information to
enable direct and immediate contact at all timdwdsen the Administration and the
designated person(s) with regard to matters rg/dbrmaritime safety and protection
of the marine environment. The Designated per$osiisll be informed to this

Administration by the company.

Master's Responsibility and Authority

The Merchant Shipping (Amendment) Act 2006 of Katitexpressly prescribes to the
specific Rights and Duties of the Master. The Auistration also acknowledges the
importance of IMO Resolution A.443(XI), “Decisiom$ the Shipmaster with regard
to Maritime Safety and Marine Environment Protettio The SMS should
incorporate the elements of A.443(Xl) .

Any system of operational control implemented by mpany shore based
management must allow for the Master's absolutéaity and discretion to take
whatever action he or she considers to be in tls¢ inéerest of passengers, crew,
cargo, the vessel and the marine environment.

The Company should provide the Master with docuitésri of the specific duties
delegated to the officers under the Master’s conminan

Resources and Personnel

Company training, hiring, manning procedures, temwhsemployment, personnel
record keeping and reporting procedures must bsistent with the requirements of
STCW and Kiribati Merchant Shipping Regulationsettsure the use of competent
qualified personnel.

The Company SMS should ensure that joining crew beeshave proper Kiribati
seafarers’ certification including licenses, spediaalification certificates, seafarer’s
identification and record books and training asuitegl by international conventions
and the Kiribati Merchant Shipping Regulations.

The shipboard SMS should include procedures for ttamsfer of command,
documented hand-over notes, documented vessel auntiks dintroductions,
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familiarization training in accordance with Sectidn/6 of the STCW Code for on-
coming officers and crew, and on board documentagtention.

Development of Plans for Shipboard Operations

“Master’'s Port Arrival/Departure Safety Check Lisshould be included in the
shipboard SMS incorporating pre-established Comppatigy guidelines for “Go, No
Go” situations and reporting requirements for theshr’'s compliance.

The ship’s operations documentation should inclad#atement that its contents do
not remove the Master’s authority to take suchsstepd issue any orders, whether or
not they are in accordance with the contents ofdt®imentation, which the Master

considers to be necessary for the preservatioifegfthe safety and the protection of

the marine environment.

The ship’s operations plans should incorporate vieekly emergency drills and
training sessions.

Emergency Preparedness

The Company SMS must provide that statutory, Adstiation, or Company required
emergency preparedness plans are developed, imptiedngeriodically reviewed and
updated, and if necessary, re-approved by the Adtrétion or an RO on its behalf.

Reports and Analysis of Nonconformities, Accidentand Hazardous Occurrences

The shipboard SMS procedures should include repgpriear accidents, accidents and
incidents and require the immediate notice and rteygp of incidents to the
Administration and establishes duties and respditigb for the Company, ship
officers and crew.

The Company SMS should include Rules for Marineestigations and Hearing.

The Company SMS should incorporate accident préverand appointment of a
safety officer or committee.

The Company and shipboard SMS should contain pusesdfor immediately
reporting port State detentions, oil spills and angident, which may have the
potential for an oil spill.

3.10 Maintenance of the Ship and Equipment

3.10.1

3.10.2

The maintenance system established by the Compagiydacumented in its SMS
should include systematic plans and actions dedigoneaddress all those items and
systems covered by class and statutory surveyaaddure that the vessel’s condition
is satisfactorily maintained at all times.

The Company SMS should also provide for the recgrdif actions or measures taken
to rectify deficiencies and nonconformities notadidg surveys and annual safety
inspections and the giving of notification to thdministration and the designated RO
of the corrective actions taken.
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Documentation

Documents should be easily identified, tracealder @riendly and not so voluminous
as to hinder the effectiveness of the SMS. Theylkhbe readily available for review
by the RO, representatives of the Administratiod part State control authorities.

Company Verification, Review and Evaluation

The Company must conduct internal audits shoreai@g on each ship at least
annually to determine whether the various elemehthe Company SMS have been
fully implemented and are effective in achieving tbtated objectives of the Code.
The internal audits are in addition to the annimtermediate, and renewal audits
carried out by the RO.

Selection of a Recognized Organization

Delegation

The Government of Kiribati has delegated to cert@ilassification Societies the
authority to act as Recognized Organizations (R@rsyerifying compliance with the
ISM Code and issuance of Code documents on itslfbeldalist of the designated
ROs for the purposes of ISM Code verifications rbayobtained from the Kiribati
Ship Registry.

Company Choice

Companies may choose any of the authorized ROtduct safety management
audits of the Company and its ships. Choice ofR&D is not restricted by the
nationality of the ship’s owner/operator, locatioha Company's offices or by the
Classification Society that classed the ships sudd the statutory certificates. Once
chosen, however, the Company must abide by thest@fnservice set by the RO,
provided, however, that they are not less thaii@mum standards set by the ISM
Code. The Company is responsible for arrangingsttfety management audits with
an RO.

Although the Administration’s criterion upon whi@n RO agrees to provide ISM

Code verification services to a Company does nguire that the RO has classed or
will be classing the vessels owned or operatedhbyGompany, an RO shall not be
prohibited from establishing its own requirements fervices in relation to

classification, provided there are no negativectdfeipon compliance with the ISM

Code.

Multi-Class Fleets

For a Company operating a fleet with vessels inldiglly classed by one (1) or more
recognized Classification Societies, a single RQ,nifarequested by the Company,
act as sole assessor in performing the verificagiodit and certification of the SMS
for the Company and all of its vessels. The RGsdu# have to be the Classification
Society for any of the vessels in the fleet. RQmynestablish their own service
requirements, provided they do not negatively aféeenpliance with the ISM Code.
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Multi-Flag Fleets

In order to facilitate the auditing and certificati process, Companies operating
multi-flag fleets should propose a plan of actiomd aequest agreements by all
involved flag states regarding the joint acceptantean RO audit prior to the
commencement of the audits. The plan should gledentify the entities involved,
outline how the audit will be conducted, how edelg fState’s National requirements
will be addressed, and who will be issuing the ISbtle documents.

Verification of Compliance and Issuance of ISM Coddéocuments

Application for Certification

After developing and implementing the SMS, the Campmust contact an RO to
arrange for an initial verification audit and ckctition of the Company and its
vessels. The Company's application for certifimatito the RO, and the relevant
information, must include the size and total numtfeeach ship type covered by the
SMS and any other documentation considered negessahips carrying dry cargo in
bulk but which do not meet the SOLAS Chapter IXimiébn for a “Bulk Carrier” are
to by typed as “Other Cargo Ships.”

Companies operating multi-flag fleets desiring Bati acceptance of ISM Code
audits conducted on behalf of another flag Statestnmopose a plan of action
regarding joint acceptance of the ISM Code audjtshie involved flag states. The
proposed plan should clearly identify the entitreslved, outline how the audits will
be conducted, and how each flag State’s Natiorgiirements will be addressed.
The proposed plan should be submitted to all ireblftag States requesting their
agreement to the plan for joint acceptance of théits in order to facilitate the
auditing and certification process.

Initial verification

The initial verification for issuing a DOC to a Cpany consists of the following
steps:

1 Document Review — The RO is to verify that the SM&d any relevant
documentation comply with the requirements of tBklICode, by reviewing the
safety management manual. If this review reveht the system is not
adequate, the RO may delay auditing until the Comipandertakes corrective
action. Amendments made to the system documemttdicorrect deficiencies
identified during this review may be verified remlgtor during the subsequent
initial audit described in .2 below.

2 Company initial audit - in order to verify the effeve functioning of the SMS,
including objective evidence that the Company’'s S\S been in operation for
at least three (3) months, and at least three (8)tins on board at least one (1)
ship of each type operated by the Company. Thectig evidence is toter
alia, include records from the internal audits perfairbg the Company, ashore
and on board, examining and verifying the corresdnef the statutory and
classification records for at least one ship ofhedgpe operated by the
Company.
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6.0

6.1

6.2

The initial verification for issuing an SMC to aigltonsists of the following steps:

1  verification that the Company DOC is valid and velat to that type of ship, and
that the other provisions of paragraph 7.3.3 amptied with. Only after on
board confirmation of the existence of a valid DE#D the verification proceed,
and

2  verification of the effective functioning of the S including objective
evidence that the SMS has been in operation foesst three (3) months on
board the ship. The objective evidence should aistude records from the
internal audits performed by the Company.

If the Company already has a valid DOC issued hythear RO, that DOC shall be
accepted as evidence of compliance with the ISMeCaohless there is objective
evidence indicating otherwise.

Annual and Intermediate Verification Audits

The Company is responsible for scheduling with R the annual and intermediate
verifications. Failure to schedule and/or condumual or intermediate verifications
will be considered a violation of SOLAS Chapter Bfid the DOC and/or SMCs may
be suspended or revoked.

The RO may conduct additional audits on the Compam/or vessels if objective
evidence justifying such audits is found during @mmual audit of the Company SMS,
the intermediate audit of a vessel or when direbtethe Administration.

Renewal Audits

Renewal verification audits are to be performediteethe validity of the DOC and
the SMC expires. Renewal audits may be carriedront six (6) months before the
expiry date of the DOC or the SMC and should beptetad before the DOC or the
SMC expires. Failure to schedule and/or conduetrémewal verification audit will

be considered a violation of SOLAS Chapter IX, d@ind Company’'s ships may be
prevented from trading.

Pre-Authorization Certificates

Definition

Pre-authorization certificates are those DOC andCSidrtificates issued by an RO
before that RO had been authorized by the Admatisin to perform the Services.

Conversion

Pre-authorization certificates may be converteditibati Certificates after the RO
verifies compliance with all Kiribati special ingttions or additional National
requirements.



7.0 Issue and Validity of Document of Compliance (DOChand Safety Management
Certificate (SMC)

7.1 DOC

7.1.1 A DOC shall be issued to a Company following ariahiverification of compliance
with the requirements of the ISM Code.

7.1.2 The Company shall make available copies of the D@€ach office location covered
by the SMS and each ship.

7.1.3 The period of validity of a DOC shall be five (5¢ars, subject to annual periodical
verification carried out within three (3) monthddre or after the anniversary date.

7.1.4 A DOC is valid for the types of ships on which th#ial verification was based. The
list of types of ship shall be indicated in the DOThe scope of a DOC may be
amended to cover an additional type of ship atter \terification of the Company’s
capability to comply with the requirements of ti$ Code for that ship type.

7.2 Interim DOC

7.21 For a change of flag State or Company, specialsitianal arrangements are to be
made in accordance with these requirements.

7.2.2 An Interim DOC may be issued to facilitate initiaiplementation of the ISM Code in
cases where compliance with the ISM Code is a mguirement or where changes to
the Company’s organization or its operations havalered the existing certification
inappropriate, for example, where a Company is n@stablished or where new ship
types are added to an existing DOC.

7.2.3 An Interim DOC, valid for no more than 12 monthsynme issued to a Company
following a demonstration, at the Company's presjishat the Company has a
documented SMS which addresses all elements dBSitieCode, and that plans exist
for its implementation throughout the organizatemmd its fleet within the period of
validity of the Interim DOC. The progress of suniplementation may be reviewed
and verified at intervals during the validity oktinterim DOC.

7.2.4 If the Company operates a multi-flag fleet andadyehas a DOC issued by or on the
behalf of another flag State that is recognizedty Administration, the RO may
issue an Interim DOC valid for a period of up tg &) months subject to the RO
reviewing and verifying to its satisfaction thaet@ompany SMS is in compliance
with the ISM Code and National requirements withiiat period of validity. The
Company will be issued a DOC by Kiribati Ship Régisupon satisfactory
completion of the review and verification.

7.3 SMC

7.3.1 An SMC shall be issued to a ship following an aditrerification of compliance with
the requirements of the ISM Code.
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7.3.2

7.3.3

7.3.4

A copy of the SMC shall be available at the Compmahgad office.
The issue of an SMC is conditional upon:
1 the existence of a Full-Term DOC (not Interim),igdbr that type of ship;

2  the maintenance of compliance with the requiremehts Classification Society
meeting the requirements of IMO Resolution A.739(18 with national
regulatory requirements of an Administration whicheets requirements
equivalent to A.739(18); and

3  the maintenance of valid statutory certificates.

The period of validity of a SMC shall not exceeekf(5) years, subject to at least one
(1) intermediate verification. In certain casestigularly during the initial period of
operation under the SMS, it may be necessary teease the frequency of the
intermediate verification. If only one (1) interchate verification is carried out, it is
to take place between the second and third anmaimeidate of the issuance of the
SMC.

7.4 Interim SMC

7.4.1 Requirements for Issuance

Interim Kiribati SMCs may be issued to new vesseisdelivery, on the occasion of a
Company’'s assuming responsibility for the operatmina vessel or when a vessel
changes flag subject to the following verificatidnsthe RO:

1

2

the DOC, including Interim DOC, of the Companyefervant to the type of vessel;

the SMS established by the Company includes trengatelements of the ISM Code
and has been assessed relevant to the vesselusipg the audit for issuance of the
relevant DOC,;

the Master and relevant senior officers are famiigh the SMS and the planned
arrangements for its implementation;

operational instructions, which the Company hastified as essential are to be
provided to the Master prior to sailing.

there are plans for an audit of the vessel by thegany within three (3) months of
the issuance of the Interim SMC; and

the relevant information on the SMS is given in erking language or languages
understood by the crew of the vessel.

7.4.2 Multi-Flag Fleets

Each Kiribati flag vessel in the multi-flag fleetapnbe issued an Interim SMC valid
for a period of up to six (6) months to facilitateplementation of the SMS subject to
the provisions of Sections 7.4.3 and 7.4.4 beld#ach Kiribati flag vessel in the
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multi-flag fleet will be audited by the RO to verifmplementation of the SMS and
compliance with Kiribati requirements. Upon sattdbry completion of the audits, a
Kiribati Full Term SMC will be issued to each Kiat flag vessel in the multi-flag

fleet.

7.4.3 Documented Vessel Types

A Company holding a valid Kiribati DOC, which assesrmanagement responsibility
for a vessel type already documented in its fleety have a six (6) month Interim
SMC issued to that ship subject to the ship beigrgfied by the RO as to compliance
with the provisions of Section 7.4.1 of these glids. The SMS must be fully
implemented on board the vessel within that periggtensions of time up to, but not
exceeding, six (6) additional months may be grabtethe Administration on a case-
by-case basis.

7.4.4 Undocumented Vessel Types

A Company holding a valid Kiribati DOC which assismaanagement responsibility
for a vessel type new to its fleet, may have g&jxmonth Interim SMC issued to that
ship, provided the RO verifies that the Compang@sed SMS is applicable to that
vessel type and the ship is verified in compliawmié the provision of Section 7.4.1
of these guidelines. The SMS must be fully impletad in the Company and on
board the vessel within that period. Extensionsiroé up to, but not exceeding, six
(6) additional months may be granted by the Adntiat®n on a case-by-case basis.

7.4.5 Bareboat Charter Reqistered Vessels

Bareboat Charter registered vessels shall be $ubjebe provisions of Section 7.4.3
or 7.4.4 of these guidelines as applicable uporyénto the registry.

8.0 Short-Term Certificates

8.1 Issue and Validity

8.1.1 A Short-Term certificate may be issued at the olg=f an ISM Code audit to cover
the period until a Full-Term certificate is issued.

8.1.2 The Short-Term DOC or SMC may be issued providedmajor nonconformities
remain and the RO auditor formally recommends fogation of the Company or
vessel.

8.1.3 The validity of the Short-Term DOC or SMC, as ajmpiate, is not to exceed five (5)
months from the date of the ISM Code audit.

8.2 Change of Flag Only

8.2.1 The RO is authorized to issue a Short-Term SMC teessel without an initial
verification audit if the following conditions exis

1 the Company chooses not to undergo a full init@lfication audit leading to a

12



new Full-Term 5-year SMC;
2 the Company remains the same and holds a valibatirDOC;
3  the vessel has a valid SMC, with no major noncanities open or outstanding;
4  the RO remains the same for the vessel;

5 the crew is predominantly the same, or at the Veagt, is familiar with the
SMS; and

6 a periodical SMS audit aboard the vessel has ba#gsfatorily completed
within the last six (6) months or an annual shiptoaternal audit has been
reviewed with satisfaction by the RO at the mosen¢ annual Company DOC
audit made within that same period.

8.2.2 Each vessel shall be handled on a case-by-casevisisithe Administration granting
the RO authority to issue the Short-Term SMC.

8.2.3 If any of the conditions mentioned above have clkdngith the change of flag, then
the vessel must be treated as a new vessel enteargribati registry.

8.3 Full-Term Certificates

8.3.1 Prior to the expiration of Short-Term Certificatdse RO shall issue Full-Term DOC
or SMCs to the Company and vessels respectively.

8.3.2 The validity of the Full-Term DOC or SMCs, as apmiate, is to be five (5) years
from the date of the ISM Code audit.

8.3.3 A Full-Term SMC should be issued as soon as passittér the issuance of a Short-
Term SMC where an audit has not been required fahange in flag only in
accordance with Section 8.2 above, but only forrreaining term of the SMC being
replaced.

9.0 Safety Management Auditing

Recognized Organizations shall conduct a systeraaticindependent examination to
determine whether the SMS activities and relatedlte of a Company comply with

planned arrangements and whether these arrangemenimplemented effectively

and are suitable to achieve stated objectives.

9.1 Guidelines

The IACS “Procedural Requirements for ISM Code i@ieation,” as amended, shalll
form the basis for developing and implementing apidins.

9.2 Audit Objectives

Audits shall be designed to achieve at least oper(inore of the following purposes:

13



9.3

9.4

9.5

951

9.5.2

1  to determine whether a Company's SMS elements oonfo the ISM Code;

2  to determine the effectiveness of the implement®tt Soward meeting the
safety and environmental objectives specified iatiSe 1.2 of the ISM Code;

3  to provide the Company with the opportunity to iloye upon its SMS; and

4  to meet applicable National requirements.

Audit Activities

While acting in an ethical manner at all times afnjectively remaining within the
audit scope, an RO’s audit activities should cdnefs among other things, the
following:

1. complying with RO’s applicable written auditing peslures and other
directives;

2. planning the audit and preparing working documents;

3. reviewing documentation on existing SMS activitiés determine their
adequacy;

4. collecting and analyzing objective evidence thatrdkevant and sufficient to
permit conclusions to be reached regarding the @omEMS;

5. remaining alert to any indications of objectivedarice that can influence the
audit results and possibly require more extengimitiag;

6. clearly reporting to the Company audit results ¢eim&ly basis; and

7. reporting major nonconformities immediately to t@empany and promptly to
the Administration.

Objective Evidence

Objective evidence shall consist of quantitativeqaalitative information, records or
statements of fact pertaining to safety or to tkistence and implementation of an
SMS element, which is based on observation, measmeor test and which can be
verified.

Document Review

As a basis for planning an audit, an RO shall mevier adequacy the Company's
recorded description of its methods for meetingSMS requirements.

No further auditing shall be conducted if the rewieveals that the SMS described in
the documentation by the Company is not adequateetet the requirements of the
ISM Code until such time as all nonconformities eesolved to the satisfaction of the
RO.
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9.6 Audit Plans

9.6.1 An audit plan shall be prepared by the RO in caatioh with the Company.

9.6.2 The RO shall design the audit plan to be flexibleorder to permit changes in
emphasis based on information gathered during tidit rocess and to permit
effective use of the RO’s resources. The plamw iset approved by the Company and
communicated to those planning to be involved enahdit.

9.6.3 The audit plan shall include the following elements

1 the audit objectives and scope;

2  identification of the individuals having significandirect responsibilities
regarding the objectives and scope;

3  identification of reference documents such as h@ieable international codes
and the Company’s SMS;

4  identification of audit team members;

5 audit team assignments;

6 the language of the audit;

7  dates and places where audit is to be conducted;

8 identification of the organizational units of thei@pany to be audited;

9 the expected time and duration for each major addivity;

10 the schedule of meetings to be held with the Corypamd

11 confidentiality requirements, if any.
9.6.4 Upon request, the audit plan shall be providedh&oAdministration for its review.
10.0 Nonconformities

10.1 Nonconformity

10.1.1 Nonconformities are those deviations from the remnents of the ISM Code, the
Administration and/or the documented SMS of a Camyphat pose a low level of
risk to the vessel’'s safety, protection of the smwinent or integrity of the SMS.
Nonconformities shall include observed situatiorsere objective evidence indicates
a minor nonfulfilment of a specified requiremehat has been determined by the RO
not to affect the ability of the management of @@mpany nor any of its vessels from
achieving the objectives of the ISM Code.

10.1.2 Corrective action for nonconformities shall be céetgd within a time period agreed
to between the RO and the Company, which shallemoted three (3) months from
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10.1.3

10.2

10.2.1

the date of issuance of a nonconformity notice. e RO shall confirm that the
Company and/or Vessel has determined and initiapgaopriate corrective action to
correct the nonconformities or to correct the r@ises of the nonconformities.

The RO shall advise the Administration of correstactions requiring more than
three (3) months and obtain approval for such esdrtime periods, as determined
by the RO to be required, from the Administration.

Major Nonconformity

A major nonconformity shall mean an identifiablevidéion, which poses a serious
threat to personnel or vessel safety or seriolstashe environment and requiring
immediate corrective action. In addition, majonaonformities shall include the lack
of effective and systematic implementation of tleguirements of the ISM Code.
Examples of specific major nonconformities are:

1  Operational shortcomings that would render the stupstandard by IMO
standards.

2 Ship hull/machinery damage, wastage or malfunctiena consequence of
systemic faults in the SMS that would warrant anemendation to withdraw a
statutory certificate or suspension of the shipnfidass.

3 Absence of required Kiribati licensed officers arccertified ratings as required
by the Merchant Shipping (Amendment) Act 2006, Bati Minimum Safe
Manning Certification and the International Conwvent on Standards of
Training, Certification and Watchkeeping.

4  Discovery by the RO that there are outstanding irements on the statutory
safety certificates which, as yet, have not beealtdeith within the time
permitted as a result of systemic faults in the SMS

5 Observation of an obvious safety or environmentalation during an audit,
which has not been or is not being corrected ouchanted.

6  Observation of obvious violations of the applicableO Convention
requirements that have not been documented as dvarvexempted.

7  Objective evidence of flagrant violations of theriati Safety or Pollution
Prevention Laws, Kiribati Merchant Shipping Regigias and Marine Notices is
found, observed or brought to the attention ofRkae

8  Discovery by the RO auditors that ship personneherCompany management
are not aware of or have not been instructed imptbgisions of the ISM Code
and the SMS as well as the importance of the DQCSMCs.

9 The total absence of a required SMS element oroapgof nonconformities
within an element.
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10.2.2

10.2.3

11.0

111

1111

11.1.2

11.2

Any major nonconformities found by the RO in theurse of an audit shall be
reported in writing to the Company, the Master loé tvessel involved and to the
Administration. Neither the DOC nor the SMC wi# issued during the initial audit
until all major nonconformities are corrected.

The RO shall determine the nature and extent obmapnconformities found during
intermediate, renewal or additional audits and meoend to the Administration not to
issue the DOC or SMC, or the issuance of a timeipénterim DOC or SMC to
allow for the completion of corrective action, oitlvdrawal of an existing DOC or
SMC.

Certificate Withdrawal and Invalidation

Withdrawing Authority

Certificates may only be withdrawn by the Adminégion or by an RO when
authorized to do so by the Administration.

DOC Withdrawal

In this case the RO shall immediately notify the(pany and, when acting on behalf
of an Administration, the Administration. When tHO is authorized by the

Administration to withdraw the DOC, the RO shallvgia letter to the Company

stating that the DOC is withdrawn from the datesighature of the letter, and request
that the DOC be surrendered. A copy of the lettegll be immediately sent by the
most expedient means to the Administration. Thengany shall be required to

immediately notify appropriate ships that the D@Ghivalid.

SMC Withdrawal

When the RO is authorized by the Administratiomvithdraw the SMC, the RO shall
immediately notify the Company, give a letter te Master of the ship stating that the
SMC is withdrawn from the date of signature of tétter, and request that the SMC
be surrendered. A copy of the letter shall be iiately sent by the most expedient
means to the Administration.

Reasons for Withdrawal

1. failure to conduct periodic or intermediate ve@fion audits;
2. the Company’s failure to fully implement its SMS;

3. the Company's failure to maintain its SMS in subtd compliance with the
requirements of the ISM Code;

4. non-conformities that remain uncorrected beyond thee date; and

5. the recommendation of the RO based upon objectiierece of the existence
of a major nonconformity or an ineffective SMS.
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11.3 Invalidation of SMCs

Withdrawal of the Company DOC invalidates the SMCall related vessels. Should
the Administration authorize the RO to withdraw tbempany DOC, the SMCs of all
related vessels shall also be withdrawn by the RO.

11.4 Issuance or Reinstatement of Certificates

Issuance or reinstatement of a DOC and/or SMCs¢hagase may be, which have
been withheld or withdrawn as the result of majoneonformities shall only occur
after the RO confirms to the Administration thakerdén has been closure to the
satisfaction of the RO on all outstanding noncamities as verified by additional

audit.

12.0 Appeals

In the event a Company disagrees with a deternoimathade by the RO, the
Company, through its designated person, after estiruthe RO appeals procedures,
may make a direct appeal to the Administration Wwhigill then make a final
determination based upon both the substance ddifgpeal and the recommendations

of the RO.
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