Incident Investigation

The Technical Manager, Mr.George Karagiorgis, was appointed by the company's Safety & Quality Manager to carry out
the on — site incident investigation.

The Technical Manager boarded the vessel with the Operations Manager, Capt.Christos Maggiras on the evening of 17
of September, 2009.

Witness statements were provided by all personnel involved in the presence of the Technical Manager.

The incident investigation verified that the ODME discharge pipe that passes through the vessel's starboard fuetl oil tank
became holed. As the vessel was carrying out bunkering operations, the level of the fue! oif reached the location of the
hole and passed through the hole into the ODME discharge pipe and then into the dock water through the ODME
overboard.

It was established that the vessel responded effectively and timely to the pollution incident thus minimizing the extent of
the poliution.

it was further observed that the shore — side response was effective and immediate and all actions were carried out in
accordance with local and international requirements.

Inspection reports prepared during the vessel's dry — docking were reviewed by the Technical Manager and found to be
in order. Although there is no requirement for the vessel's fuel tanks to be inspected during the intermediate survey, the
attending superintendent engineer and Classification Surveyor had entered the starboard fuel tank during the repair
period in order to carry out a cursory inspection. However, nothing unusual had been observed.

In order to determine the root cause of the incident, interviews of all personnel involved were carried out.

Upon review of the work/rest hours and the drug and alcohol test records, it was further verified that all personnel were
well rested and fit for duty. Appropriate manning was available for the operations being carried out at the time of the
incident. Interviews of personnel indicated that all personnel carrying out duties were well aware of their responsibilities.

Upon the return of the shore — based personnel who attended the vessel during the incident, an unscheduled
Management Review Meeting was held at the company. The purpose of the Management Review Meeting was to
identify the root cause of the incident and establish the appropriate preventive actions in order to ensure that no similar
incident shall recur in the future onboard any of the vessels in the fleet. All heads of depariments, the company's
Managing Director, the Marine Superintendent and the Technical Superintendent who attended the vessel participated in
the Management Review Meeting.
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Material Collected

- o Crew List
+ Witness Statements
+ Master's Accident Report and Investigation Report
« [nitial and Follow — Up Notification Reports
¢ Copy of Bridge Log Book
« Copy of Official Log Book
s Copy of Oil Record Book Part |
« Copy of Engine Log Book
* Work / rest hours
+ Alcohol Test Records
» Watch Arrangements
» Inventory of anti — pollution equipment available onboard

« Clean — up Service Provider's Report

¢ Bunker Plan |

e Bunker Safety Checklist

« Bunker Operation Checklist

» Bunker Supplier’s Instructions and Delivery Note

« Bunker Sounding Log

¢ Inspection Records of Starboard Fuel Tank

+ Records of pollution drills and training sessions

¢ Records of safety committee meetings

» Records of near misses and accidents that occurred onboard

» PSC Inspection Report
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Root Cause

Direct Cause: Lack of Maintenance
The ODME discharge line that passes through the starboard fuel tank became holed.

Contributing Factor: Lack of Awareness of Shipboard Personnel

During the rafting of the vessel, water had been observed to be collected in the starboard fuel tank. It was established
after the incident that the source of the water was the ODME discharge pipe, however at the time it was considered to be
due to overflow during rafting.

Basic Cause: Inadequate Design .
The ODME discharge lines passes through the starboard fuel tank, allowing for fuel oil to pass directly overboard in the
event that the integrity of the discharge line is breached.

Root Cause: Inadequate Procedure
Although the attending Superintendent and Class Surveyor had entered the starboard fue! tank during the vessel's dry —

docking, the ODME discharge pipe had not been closely inspected.

The company’s procedure regarding preparation for dry — docking does not provide for a risk assessment to be carried
out in order fo identify hazardous arrangements with a purpose to implement solutions that shall mitigate any such
hazardous situations.

it was further discussed that the scupper drains that also pass through the fuel tanks (both port and starboard) had been
identified as hazardous during the vessel's previous dry — docking in 2006 and as a result had been plugged.

Corrective Actions

v The spilled oil was cleaned up.
v The fuel tank was emptied of fuel oil and cleaned to hot work standard.
v The entire length of the ODME discharge pipe that passes through the fuel tank was replaced.

Lessons Learned

Prior to the dry — docking of a vessel, a risk assessment shouid be carried out in order to identify any arrangements that
may exist on the vessel that may pose a risk {o the vessel's safety or the environment.

Any arrangements identified during the risk assessment should be assessed in order to evaluate the Ieyel of risk that the
arrangement may pose and establish mitigation measures to be implemented in order to minimize the risk.

Preventive Actions

v The Technical Manager shall provide instructions to the vessel requiring that the port fuel tank is thoroughly
inspected at the first convenient opportunity, taking into account all necessary safety precautions.

v The Technical Manager shall carry out a study of the company’s fleet in order to identify whether any simitar
arrangements exist on any of the other vessels. Similar arrangements are considered to be those that allow for
direct interface between a fuel oil / cargo oil system and the sea.

v The Technical Manager shall provide a proposed inspection and maintenance schedule for all such
arrangements as identified in the technical study mentioned above, including for the existing arrangements on
the M/T Kriton.

v The Technical Manager was requested fo provide a proposed procedure requiring a risk assessment to be
carried out prior to a vessel’s dry-docking in order for the procedure to be considered to be incorporated into the
company's Safety Management System.

Thanking you in advance, Best Regards
Safety and Quality Department / DPA
Tonia Management S.A.
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IONIA MANAGEMENT S.A.
CIRCULAR-SAFETY

PIRAEUS: 30/07/2009
CIRCULAR - SFT: 101

To : All vessels

Attention : Master / Chief Officer / Chief Engineer
Subject : Environmental Management Plan

The Quality and Environmental Management Procedures Manual has been significantly amended in
order to take into account the terms of probation under which the company has been placed.

The manual has been separated into two manuals:
¢ Environmental Management Plan
e Quality Procedures Manual

Significant revisions have been made to the procedures related to environmental management while
procedures related to quality management have largely remained unchanged.

The changes came into effect on the 1% of July, 2009 and the company is in the process of dispatching
the revised manuals and the related filing system to the vessels. In addition to dispatching the revised
system to the vessels, the Safety & Quality dept. shall ensure that onboard training is carried out in
order to introduce the revisions to all personnel onboard. '

Furthermore, a training presentation has been prepared in order to include the revisions in the pre-
joining familiarization program carried out at the manning agent in the Philippines and at the
company’s premises.

In order to assist you in the implementation of the Environmental Management Plan, please find
below the following instructions:

1) All forms must be implemented in accordance with the plan as per the matrix included in
Section 9 of the Environmental Management Plan.

2) The Environmental Policy, Ethics Policy and the Non — Retaliation Policy Posters provided
with the EMP are to be posted at the following locations:

Master’s Office

Chief Engineer Office

Bridge

CCR
s ECR

3) The E/R Seal Log is to be implemented upon receipt of the new seals onboard. Installation of
the new seals shall be entered into the E/R Seal Log Book. :

4) All spare seals available onboard shall be entered into the Spare Seal log book maintained by
the Master. The Spare Seal log book shall be supplied to the vessel with the new seals.

5) Bilge Main Cross Connections

o All deck plates above or near bilge main cross connections, valve bodies and associated
hand wheels shall be painted with international orange.
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* A coloured sign with 3 inch letters stating “Bilge System Piping Cross Over —
Emergency Use Only” shall be posted at the bilge main cross connections.

» The buttons of remotely operated bilge main cross connection valves shall be sealed
with a sign stating “Bilge System Piping Cross Over — Emergency Use Only”.

6) Emergency Bilge Suction valves shall be brightly coloured with a sign posted “Emergency
Bilge Suction — For Emergency Use Only”.

7) The fresh water flushing line to the OCM and the sampling water line to the OCM shall be
painted in orange for their entire lengths.

8) The daily sounding of the tanks related to the stern tube shall be entered into the Engine Room
log book. If there is a loss of oil or water ingress, the Chief Engineer must notify the Technical
dept.

9) The “List of Critical Pollution Prevention Equipment” shall be posted in the ECR.

10) The “List of Acceptable Chemicals and Cleaning Detergents” shall be posted in the ECR.

11) The “List of Required Manuals related to Pollution Preventlon Equipment” shall be posted in
the ECR and the manuals shall be available.

12) The Officer that is delegated as responsible for the operation of the OWS, incinerator and
sewage treatment plant shall be trained by the Chief Engineer. The delegation of the Officer
shall be entered into the Engine Log book stating that he has been trained in the use of the
equipment.

13) The following additional entries must be made in the Engine Log Book:

e OWS and OCM Monthly Tests: An entry stating that “The OWS and OCM were tested
according to manufacturer’s instructions and SMS requirements. Test results
satisfactory” must be recorded.

* Port Cleaning of the OWS source tank: Entries regarding the cleaning of the OWS
source tank should be made in the E/R log book. The tank name, date, quantity of
sludge removed and the name of the tank to which the sludge transferred shall be
recorded.

¢ Oil to Sea Interface Systems: Any breach or incidents involving E/R machinery with a R
sea water and LO interface resulting in the possible leakage of LO into the sea should '
be recorded in the Engine Log Book. Each entry must contain records of replenishment
oil quantities to head tanks, operating system reservoirs or other associated receivers.
Records of water ingress or water drainage quantities from these systems must also be
logged. Logbook entries for routine leakages from the stern tube oil system must
immediately reported to the Technical dept.

14) In the event of any of the following issues, an entry should be made in the Extraordinary E/R
Operations Log Book:

e The need for frequent draining of fuel oil service and settling tanks and engine lube oil
sump tanks of excessive water.

» Waxing, compatibility, stratification or other contamination problems.

e Unintended / accidental release of water, fuel oil and lube oil from any engine room
machinery.

e The date, issue and an explanation for the handling of unburned sludges, oils, oily
wastes and used filters should be provided.

Thanking you in advance, Best Regards
Safety and Quality Department / DPA
Ionia Management S.A.
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(Environmental Management Plan)
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SECTION:5: QPERATIONAL CONTROLS
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Evaluation and Imbrovemént

r ENVIRONMENTAL MANAGEMENT MANUAL ]

1 U.S. COMPLIANCE PROGRAM ANNEX |
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IONIA MANAGEMENT S.A Prepared by: DPA Effective Date: 01/07/2009
Environmental Management Manual Approved by: MD Revision: 0
Section: Continuous Form:ENV 016

Evaluation and Improvement

INTERNAL ENVIRONMENTAL AUDIT REPORT

Number: 01/09

Issued:(date): 16"™ November, 2009

Internal Audit Number:
01/09

Department / Vessel:
M/T FIDIAS

A. Internal Audit Purpose:

Management System.

A. Scope (functions aundited):

- Operational Controls

- Lead Auditor: Aris Dimou
- Auditor A:

- Auditor B:

To determine the degree of implementation and effectiveness of the Company’s Environmental

- Policies, Duties / Responsibilities and Authority

- Certification and Documentation

- Environmental management Procedures

- Shipboard personnel familiarization, training and drills

- Pollution Prevention Equipment

C. Auditor or Auditors Team (Names and Titles):

This report is issued by (Name and Title):

- Master of M/T FIDIAS

Distribution

- Environmental Management Representative

- Head(s) of the department(s) being audited

L0

Page of

Exhibit 1
Page 87 of 119




IONIA MANAGEMENT S.A Prepared by: DPA | Effective Date: 01/07/2009

Environmental Management Manual Approved by: MD Revision: 0

Section: Continuous Form:ENV 016
Evaluation and Improvement

INTERNAL AUDIT PLAN:
A. Opening Meeting (date and time):

Members of Personnel Present

- Master
- Chief Egnineer

B. Function(s) / Department Audited:

Fanction / Department Date - Time

- Policies, Duties / Responsibilities and Authority ’ 10:00-11:00

- Certification and Documentation 11:00-11:30

- Environmental management Procedures Throughout the audit

- Shipboard personnel familiarization, training and drills 12:00-12:30

- Operational Controls . 13:30-15:00

- Walk on deck and engine room compartments - 13:30-15:00

- Pollution Prevention Equipment 13:30 - 15:00 ' T

C. Closing Meeting (date and time): 23™ November 2009 / 16:00

Members of Personnel Present

- Master

Page  of
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IONIA MANAGEMENT S.A Prepared by: DPA Effective Date: 01/07/2009

Environmental Management Manual Approved by: MD Revision: 0

Section: Continuous Form:ENV 016
Evaluation and Improvement

Summary of Internal Audit Results

Note: The abbreviation ‘EMS’ used throughout this report, will mean the Company’s
Environmental Management System

The first Internal Environmental Audit onboard M/T Fidas took place on the ...... while the vessel
was at Piraeus Roads, waiting to receive bunkers and provisions. The purpose of the audit was to
verify determine the degree of compliance and effectiveness of the Company’s Environmental
Management system. The audit was performed by looking into the vessel’s records related to the
Environmental Management System, by interviewing the related parties and by checking the areas
of activity including the engine room compartments.

At the time of the audit it was verified that the Company’s Environmental Management System
Policies were available onboard and signed by the Company’s Managing director. It was also
verified that they were posted in the dedicated areas as the EMS requires. It was established that
the Environmental Management Manual was available onboard and there were three copies
available, one for the Master, one for the Chief Engineer and one for the Chief Officer. All copies
were updated.

Upon reviewing vessel’s documentation and certificates, the following were observed:

- All statutory certificates were checked and found to be valid, having also the relevant
endorsements. '

- Approved SMPEP with relevant certificate available, having also the national pert contacts
updated (September 2009). All SOPEP drills were found to be carried out according to the
Company’s Drill program and relevant entries were traced in the SMPEP manual. Also, an
updated list of the vessel’s anti-pollution equipment was traced to be available in the manual.
Upon checking it was established that the items stated in that list were the accurate ones.

- The company’s emergency response contact details were available and updated reflecting the
accurate information.

- A copy of vessel’s VRP manual was available onboard, having the latest revisions in place.

- IOPP and IAPP certificates were available with relevant endorsements.

- An environmental Master’s review was not available onboard.

- Records were found to be available indicating that non-crew members have been made aware of
the requirements of the company’s EMS.

- Logs for the ‘non-crew members® were available and relevant records were traced. At the time
of the audit, the Chief Officer asked the superintendents to read and sign the relevant form as
part of the EMS requirements.

- A Copy of the Company’s “code of ethics” was available onboard.

- The Garbage Management Plan was available onboard.

- It was established that garbage is being handled in accordance to the requirements of the
garbage management plan. Relevant segregation onboard was also verified.

Page of
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IONJIA MANAGEMENT S.A Prepared by: DPA Effective Date: 01/07/2009

Environmental Management Manual Approved by: MD | Revision: 0

Section: Continuous Form:ENV 016
Evaluation and Improvement

- Placards for garbage management were found to be posted in several areas within the vessel.

During the discussion with the Master it was verified that he was aware of his responsibilities and
authorities with regards to the EMS requirements. Same stands for the Chief engineer who also
presented good knowledge for his responsibilities. However, it should be noted that the Master had
several questions with regards to the EMS documentation. The issues were discussed on the spot.
The Chief officer was not available at the time of the audit.

The operational controls according to the provisions and requirements of the EMS were checked
and the following were observed:

- A seal inventory log was available and maintained by the Master.

- The Engine room seal log book was also available and properly kept by the Chief engineer.
Seal allocation list was also available and attached to the engine room seal log.

- Several seal replacements that had taken place were found to be entered in the log book.\

- The dedicated emergency bilge suction valves were observed to be painted brightly and there
was a colored sign with three inch letters permanently fixed nearby.

- Emergency bilge suction valves were found to be sealed as necessary.

- Bilge system piping cross-over were observed to be painted in orange colour and also having
sings prohibiting their use.

- The ‘extraordinary engine operations’ log was available. At the time of the audit there were no
records revealing an extraordinary operation.

- Tank sounding log was available and kept in order. The entries were identical to those of the
Oil Record Book.

With regards to the availability and maintenance of pollution prevention equipment, the following
were observed:

- The Chief Engineer confirmed that the OWS and OCM were operational. Relevant records of
routine test were available; however at the time of the audit relevant on-scene test could not be
performed.

- Instructions for the use of OWS and OCM were available and observed to be easily identified
near the system.

- OCM monthly tests were traced in the Qil record Book.

- Incinerator was also claimed to be operational. Records of its use were available and also traced
into the Oil Record book. Period of its use were in line with the actual system’s specifications.
Operating instructions were found to be available.

The deck was found to be well maintained and the Engine room was clean and well lit. The galley
was also found to be exceptionally clean and same applies to the stores rooms which were in a very
good order.
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