REPUBLIC OF PANAMA
Ministry of Finance and Treasury
Office of the Directorate of Merchant Marine Circular No. 95

Consular and Maritime Affairs

To: Shipowners/Operators, and Masters of Panamanian Flag Vessels,

Subject: Implementation of the ISM Code

anew chapter "CHAPTER IX" - Management for the safe operation of ships, making the
construction, as follows:

1. passenger ships including passenger high-speed craft, not later than 1 July

2. oil tankers, chemical tankers, gas carriers, bulk carriers and car later than 1 July 1998; and

Since the Flag State Administration, in this case Panama, e Code for its vessels, this Administration issues this
Merchant Marine Circular as part of a continuing series of; urgency of accomplishing the objectives of the Code.

The two types of certificates called for by the Code ar d by the Administration or an organization recognized by the
Administration to the ship owning compan i anagement Certificate (SMC) issued to each ship, again by the
Administration or by an organization recogniz id for 5 years. The DOC (Document of Compliance) is re-evaluated
annually. The SMC (Safety Management Certificate)i j i rification to be completed between the second and the third anniversary date.

New ships are given a temporary

As to the present date, nizations have been authorized by this Administration to assess and certify Panamanian registered vessels for the ISM Code:
« Lloyds Register of Shipping

« American Bureau of Shipping

o Det Norske Veritas

« Nippon Kaiji Kyokai

o Bureau Veritas

o Germanischer Lloyd



Registro Italiano Navale
China Classification Society
Korean Register of Shipping

Hellenic Register of Shipping
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As further reminders:
1. Ifavessel does not have the SMC by the due date, then, in all likelihood, it would be detained by a Port State Authority;
2. The company and/or operator with hands-on involvement in the operation of a ship must have a DOC;

3. For companies with multi-fleets (vessels under different flags), duplication of DOCs can be avoided by agreement of the Flag State Administrations involved.

(APPENDIX A)

Management For The Safe Oper

Regulation 1
Definitions

e Organization, provided that such amendments are adopted, brought into force and take effect in
|cIe VIII of the present Convention concerning the amendment procedures applicable to the annex other than Chapter .

4. Oil Tanker means an ol er as defined in regulation 11-1/2.12.
5. Chemical tanker means a chemical tanker as defined in regulation \V11/8.2.
6. Gas carrier means a gas carrier as defined in regulationV11/11.2.

7. Bulk carrier means a ship which is constructed generally with single deck, top-side tanks and hopper side tanks in cargo spaces, and is intended primarily to
carry dry cargo in bulk, and includes such types as ore carriers and combination carriers.

8. Mobile offshore drilling unit (MODU) means a vessel capable of engaging in drilling operations for the exploration for or exploitation of resources beneath the
sea-bed such as liquid or gaseous hydrocarbons, sulphur or salt.



9. High-speed craft means a craft as defined in regulation X/1.2.
Regulation 2
Application
1. This Chapter applies to ships regardless of the date of construction, as follows:

o passenger ships including passenger high-speed craft, not later than 1 July 1998;
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o oil tankers, chemical tankers, gas carriers, bulk carriers and cargo high-speed craft of 500 gross tonnage and upwards, not later than 1 July 1998; and
o other cargo ships and mobile offshore drilling units of 500 gross tonnage and upwards, not later than 1 July 2002.

2. This chapter does not apply to government-operated ships used for non-commercial purposes.

Regulation 3

Safety management requirements

1. The company and the ship shall comply with the requirements of the International Safety Management Code.

2. The ship shall be operated by a company holding a Document of Compliance referred to in regulation 4.
Regulation 4

e. This document
y Government.

1. A Document of Compliance shall be issued to every company which complies with the requirement
shall be issued by the Administration, by an organization recognized by the Administration, or at the reques

MMC No.95

in accordance with the approved safety-management system.
Regulation 5
Maintenance of conditions
The safety-management system shall be maintained in ac i of the Internationa Management Code.
Regulation 6

Verification and control

(APPEN

THE INTERNATIONAL SAFETY MANAGEMENT CODE)
1 GENERAL
1.1 Definitions

1.1.1 " International Safety Management (ISM) Code™ means the International Management Code for the Safe Operation of Ships and for Pollution Prevention as
adopted by the Assembly, as may be amended by the Organization.

1.1.2 "Company" means the Owner of the ship or any other organization or person such as the Manager, or the Bareboat Charterer, who has assumed the
responsibility for operation of the ship from the Shipowner and who on assuming such responsibility has agreed to take over all the duties and responsibility imposed by
the Code.

1.1.3 "Administration" means the Government of the State whose flag the ship is entitled to fly.

1.2 Objectives



1.2.1 The objectives of the Code are to ensure safety at sea, prevention of human injury or loss of life, an avoidance of damage to the environment, in particular, to the
marine environment, and to property.

1.2.2 Safety management objectives of the company should, inter alia:

o provide for safe practices in ship operation and safe working environment;
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o establish safeguards against all identified risks; and

o continuously improve safety management skills of personnel ashore and aboard ships, including preparing for emergencies related both to safety and
environmental protection.

1.2.3 The safety management system should ensure:
o compliance with mandatory rules and regulations; and

o the applicable codes, guidelines and standards recommended by the organization, Administrations, classification societies and maritime industry
organizations are taken into account.

1.3 Application

The requirements of this Code may be applied to all ships.

1.4 Functional requirements for a Safety Management System (SMS)
Every company should develop, implement and maintain a Safety Management Sy:
o asafety and environmental protection policy;

o instructions and procedures to ensure safe operation of
legislation;

o defined levels of authority and lines of com

Administration.

3.2 The company shoul ocument the responsibility, authority and interrelation of all personnel who manage, perform and verify work relating to and
affecting safety and pollution prevention.

3.3 The company is responsible for ensuring that adequate resources and shore based support are provided to enable the designated person or persons to carry out
their functions.

4 DESIGNATED PERSON(S)

To ensure the safe operation of each ship and to provide a link between the company and those on board, every company, as appropriate, should designate a person
or persons ashore having direct access to the highest level of management. The responsibility and authority of the designated person or persons should include
monitoring the safety and pollution prevention aspects of the operation of each ship and to ensure that adequate resources and shore based support are applied, as
required.



5 MASTERS RESPONSIBILITY AND AUTHORITY
Masters Responsibility and Authority
The company should clearly define and document the masters responsibility with regard to:

o implementing the safety and environmental protection policy of the company;
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o issuing appropriate orders and instructions in a clear and simple manner;
o verifying that specified requirements are observed; and
o reviewing the SMS and reporting its deficiencies to the shore-based management.
5.2 The company should ensure that the SMS operating on board the ship contains a clear statement emphasizing the Masters authority.

The company should establish in the SMS that the master has the overriding authority and the responsibility to make decisions with respect to safety and pollution
prevention and to request the companys assistance as may be necessary.

6 RESOURCES AND PERSONNEL
6.1 The company should ensure that the master is:
o properly qualified for command;
o fully conversant with the companys SMS; and
o given the necessary support so that the masters duties can be safely performed.

6.2 The company should ensure that each ship is manned with qualified, certificated and national and international

requirements.

6.3 The company should establish procedures to ensure that new personnel an i d to safety and protection of the
environment are given proper familiarization with their duties. Instructions i ili Id be identified, documented and given.

6.4 The company should ensure that all personnel involved in the co

6.5 The company should establish and maintain procedures foridenti ini i i upport of the SMS and ensure that such training is
provided for all personnel concerned.

6.6. The company should establish proce
by them.

sonnel receive relevant information on the SMS in a working language or languages understood

8.1 The company should e cedures to identify, describe and respond to potential emergency shipboard situations.
8.2 The company should establish programs for drills and exercises to prepare for emergency actions.

8.3 The Safety management system should provide for measures ensuring that the company’s organization can respond at any time to hazards, accidents and
emergency situations involving its ships.

9 REPORTS AND ANALYSIS OF NON-CONFORMITIES, ACCIDENTS AND HAZARDOUS OCCURENCES

9.1 The SMS should include procedures ensuring that non-conformities, accidents and hazardous situations are reported to the company, investigated and are analyzed
with the objective of improving safety and pollution prevention.

10 MAINTENANCE OF THE SHIP AND EQUIPMENT



10.1 The company should establish procedures to ensure that ship is maintained in conformity with the provisions of the relevant rules and regulations and with any

additional requirements which may be established by the company.

10.2 In meeting these requirements the company should ensure that:

o inspections are held at appropriate intervals;




o any non-conformity is reported with its possible cause, if known;
o appropriate corrective action is taken; and

o records of these activities are maintained.

10.3 The company should establish procedures in SMS to identify equipment and technical systems the sudden operational failure of which may result in harzadous
situations. The SMS should provide for specific measures aimed at promoting the reliability of such equipment or systems. These measures should include the regular
testing of stand-by arrangements and equipment or technical systems that are not in continuos use.

10.4 The inspections mentioned in 10.2 as well as the measures referred to in 10.3 should be integrated in the ships op
11 DOCUMENTATION
11.1 The company should establish and maintain procedures to control all documents and data which ar; nt to the SMS.
11.2 The company should ensure that:
o valid documents are available at all relevant locations;
o changes to documents are reviewed and approved by authorized personnel and

o obsolete documents are promptly removed.

11.3 The documents used to describe and implement the SMS may be

12.2 The Company should periodically evaluate the effic
the Company.

12.3 The audits and possible corrective actions sh ented procedures.

s this is impracticable due to size and the nature of the Company.

13 CERTIFICA ON AND CONTROL

13.1 The ship should be ompany which is issued a document of compliance relevant to that ship.

13.2 A document of compliance should be issued for every Company complying with the requirements of the ISM Code by the Administration, by an organization
recognized by the Administration or by the Government of the country, acting on behalf of the Administration in which the Company has chosen to conduct its business.
This document should be accepted as evidence that the Company is capable of complying with the requirements of the Code.

13.3 A copy of such a document should be placed on board in order that the master, if so asked, may produce it for the verification of the Administration or
organizations recognized by it.

13.4 A Certificate, called a Safety Management Certificate, should be issued to a ship by the Administration or organization recognized by the Administration. The
Administration should, when issuing a certificate, verify that the Company and its shipboard management operate in accordance with the approved SMS.

13.5 The Administration or an organization recognized by the Administration should periodically verify the proper functioning of the ships SMS as approved.



September 1996

Inquiries concerning the subject of this Circular should be directed to:
Directorate of Consular and Maritime Affairs, New York Representative Office,
Republic of Panama, 1180 Avenue of the Americas, 23rd Floor

New York, New York 10036, U.S.A.

Telephone: (212) 869-6440

Facsimilie: (212) 575 2285
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