Edgar Filing: TOP SHIPS INC. - Form 20-F

TOP SHIPS INC.
Form 20-F
February 14, 2014

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 20-F
(Mark One)

[] REGISTRATION STATEMENT PURSUANT TO SECTION 12(b) OR (g) OF THE
SECURITIES EXCHANGE ACT OF 1934
OR

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2013
OR

[ 1] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

OR

[ 1] SHELL COMPANY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

Date of event requiring this shell company report

Commission file number 000-50859

TOP SHIPS INC.
(Exact name of Registrant as specified in its charter)

(Translation of Registrant's name into English)

Republic of the Marshall Islands
(Jurisdiction of incorporation or organization)



Edgar Filing: TOP SHIPS INC. - Form 20-F

1 Vas. Sofias and Meg. Alexandrou Str, 15124 Maroussi, Greece
(Address of principal executive offices)

Alexandros Tsirikos, (Tel) +30 210 812 8180, atsirikos @topships.org, (Fax) +30 210 614 1273, 1 Vas.
Sofias and Meg. Alexandrou Str, 15124 Maroussi, Greece
(Name, Telephone, E-mail and/or Facsimile number and Address of Company Contact Person)




Edgar Filing: TOP SHIPS INC. - Form 20-F

Securities registered or to be registered pursuant to Section 12(b) of the Act.

Title of each class Name of each exchange
on which registered

Common Stock par value $0.01 per share Nasdaq Global Select Market
Securities registered or to be registered pursuant to Section 12(g) of the Act.

NONE
(Title of class)

Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act.

NONE
(Title of class)

Indicate the number of outstanding shares of each of the issuer's classes of capital or common stock as of the close of
the period covered by the annual report.

As of December 31, 2013, 17,287,534 shares of Common Stock, par value $0.01 per share, were outstanding.
Indicate by check mark if the registrant is well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

Yes No X
If this report is an annual or transition report, indicate by check mark if the registrant is not required to file reports
pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934.

Yes No X
Note — Checking the box above will not relieve any registrant required to file reports pursuant to Section 13 or 15(d) of
the Securities Exchange Act of 1934 from their obligations under those Sections.
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was

required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes X No



Edgar Filing: TOP SHIPS INC. - Form 20-F

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T

(Sec.232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was
required to submit and post such files).

Yes X No




Edgar Filing: TOP SHIPS INC. - Form 20-F

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer or a non-accelerated
filer. See the definitions of "large accelerated filer" and "accelerated filer" in Rule 12b-2 of the Exchange Act. (Check
one):

Large accelerated filer o Accelerated filer o

Non-accelerated filer x
Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included
in this filing:

X U.S. GAAP

International Financial Reporting Standards as issued by the International
Accounting Standards Board

Other
If "Other" has been checked in response to the previous question, indicate by check mark which financial statement
item the registrant has elected to follow:

Item 17 Item 18

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2
of the Exchange Act).

Yes No X




PART I

ITEM 1.

ITEM 2.

ITEM 3.

ITEM 4.

ITEM 4A.

ITEM 5.

ITEM 6.

ITEM 7.

ITEM 8.

ITEM 9.

ITEM 10.

ITEM 11.

ITEM 12.

PART II

ITEM 13.

ITEM 14.

ITEM 15.

ITEM 16A.

ITEM 16B.

ITEM 16C.

ITEM 16D.

Edgar Filing: TOP SHIPS INC. - Form 20-F

TABLE OF CONTENTS

IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
OFFER STATISTICS AND EXPECTED TIMETABLE

KEY INFORMATION

INFORMATION ON THE COMPANY

UNRESOLVED STAFF COMMENTS

OPERATING AND FINANCIAL REVIEW AND PROSPECTS
DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES

MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS
FINANCIAL INFORMATION.

THE OFFER AND LISTING.

ADDITIONAL INFORMATION

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET
RISK

DESCRIPTION OF SECURITIES OTHER THAN EQUITY SECURITIES

DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES

MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY HOLDERS
AND USE OF PROCEEDS

CONTROLS AND PROCEDURES

AUDIT COMMITTEE FINANCIAL EXPERT
CODE OF ETHICS

PRINCIPAL AUDITOR FEES AND SERVICES

EXEMPTIONS FROM THE LISTING STANDARDS FOR AUDIT COMMITTEES

30

47

47

80

84

87

88

90

102

104

105

105

105

107

107

107

107

Page



ITEM 16E.

ITEM 16F.

ITEM 16G.

ITEM 16H.

PART III

ITEM 17.

ITEM 18.

ITEM 19.

Edgar Filing: TOP SHIPS INC. - Form 20-F

PURCHASES OF EQUITY SECURITIES BY THE ISSUER AND AFFILIATED
PURCHASERS

CHANGE IN REGISTRANT'S CERTIFYING ACCOUNTANT
CORPORATE GOVERNANCE

MINE SAFETY DISCLOSURE

FINANCIAL STATEMENTS
FINANCIAL STATEMENTS

EXHIBITS

107

108

108

109

109

109

109




Edgar Filing: TOP SHIPS INC. - Form 20-F

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Matters discussed in this report may constitute forward-looking statements. The Private Securities Litigation Reform
Act of 1995 provides safe harbor protections for forward-looking statements in order to encourage companies to
provide prospective information about their business. Forward-looking statements include statements concerning
plans, objectives, goals, strategies, future events or performance, and underlying assumptions and other statements,
which are other than statements of historical facts.

Top Ships Inc. desires to take advantage of the safe harbor provisions of the Private Securities Litigation Reform Act
of 1995 and is including this cautionary statement in connection with this safe harbor legislation. This report and any
other written or oral statements made by us or on our behalf may include forward-looking statements, which reflect
our current views with respect to future events and financial performance. When used in this report, the words
"anticipate," "believe," "expect," "intend," "estimate," "forecast," "project," "plan," "potential," "may," "should," and
similar expressions identify forward-looking statements.

nn nn nn

The forward-looking statements in this report are based upon various assumptions, many of which are based, in turn,
upon further assumptions, including without limitation, management's examination of historical operating trends, data
contained in our records and other data available from third parties. Although we believe that these assumptions were
reasonable when made, because these assumptions are inherently subject to significant uncertainties and contingencies
which are difficult or impossible to predict and are beyond our control, we cannot assure you that we will achieve or
accomplish these expectations, beliefs or projections.

In addition to these assumptions and matters discussed elsewhere herein and in the documents incorporated by
reference herein, important factors that, in our view, could cause actual results to differ materially from those
discussed in the forward-looking statements include the strength of world economies and currencies, general market
conditions, including fluctuations in charterhire rates and vessel values, changes in demand in the shipping market,
including the effect of changes in OPEC's petroleum production levels and worldwide oil consumption and storage,
changes in regulatory requirements affecting vessel operating including requirements for double hull tankers, changes
in our operating expenses, including bunker prices, dry-docking and insurance costs, changes in governmental rules
and regulations or actions taken by regulatory authorities, changes in the price of our capital investments, potential
liability from pending or future litigation, general domestic and international political conditions, potential disruption
of shipping routes due to accidents, political events or acts by terrorists, and other important factors described from
time to time in the reports filed by us with the Securities and Exchange Commission, or the SEC.




Edgar Filing: TOP SHIPS INC. - Form 20-F

PART1

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not Applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not Applicable.

ITEM 3. KEY INFORMATION

"nn nan

Unless the context otherwise requires, as used in this report, the terms "Company," "we," "us," and "our" refer to Top
Ships Inc. and all of its subsidiaries, and "Top Ships Inc." refer only to Top Ships Inc. and not to its subsidiaries. We
use the term deadweight ton or dwt, in describing the size of vessels. Dwt, expressed in metric tons each of which is
equivalent to 1,000 kilograms, refers to the maximum weight of cargo and supplies that a vessel can carry.
Throughout this annual report, the conversion from Euros to U.S. dollars is based on the U.S. dollar/Euro exchange
rate of 1.379 as of December 31, 2013, unless otherwise specified.

A. Selected Financial Data

The following table sets forth our selected historical consolidated financial data and other operating data for the years
ended December 31, 2009, 2010, 2011, 2012 and 2013. The following information should be read in conjunction with
"Item 5. Operating and Financial Review and Prospects" and the consolidated financial statements and related notes
included herein. The following selected historical consolidated financial data is derived from our consolidated
financial statements and notes thereto, which have been prepared in accordance with U.S. generally accepted
accounting principles, or GAAP, and have been audited by Deloitte, Hadjipavlou, Sofianos & Cambanis S.A., or
Deloitte, an independent registered public accounting firm.
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U.S. Dollars in thousands, except per share
data

STATEMENT OF COMPREHENSIVE

INCOME/ (LOSS)
Revenues
Other Income

Voyage expenses
Charter hire expense

Amortization of deferred gain on sale and
leaseback of vessels and write-off of seller's

credit

Lease termination expense
Vessel operating expenses
Dry-docking costs

Management fees-third parties
Management fees-related parties
General and administrative expenses
(Gain)/Loss on sale of vessels
Vessel Depreciation

Impairment on vessels

(Gain) on disposal of subsidiaries

Operating (loss)/income

Interest and finance costs

Loss on derivative financial instruments
Interest income

Other (expense) income, net

Net (loss) income

Other Comprehensive income / (loss)
Comprehensive (loss)/income

(Loss) earnings per share, basic and diluted
Weighted average common shares
outstanding, basic

Weighted average common shares
outstanding, diluted

2009

107,979

3,372
10,827

(7,799
15,391
23,739
4,602
419

23,416

31,585
36,638

(34,211

(13,969
(2,081
235
(170

(50,196
64
(50,132

$(17.78
2,823,059

2,823,059

)

Year Ended December 31,
2010 2011 2012
90,875 79,723 31,428
- 872 -
2,468 7,743 1,023
480 2,380 -
- 5,750 -
12,853 10,368 814
4,103 1,327 -
159 439 -
3,131 5,730 2,345
18,142 15,364 7,078
(5,101 62,543 -
32,376 25,327 11,458
R 114,674 61,484
22,264 (171,050 ) (52,774
(14,776 (16,283 ) (9,345
(5,057 (1,793 ) (447
136 95 175
(54 (81 ) (1,593
2,513 (189,112 ) (63,984
(51 - -
2,462 (189,112 ) (63,984
$0.82 $(29.99 ) $(3.77
3,075,278 6,304,679 16,989,585
3,077,741 6,304,679 16,989,585

)

)
)

)

2013
20,074

663

745

1,351
3,258
(14

6,429

(1,591
9,233
(7,443
171
131
(342
1,408

1,408
$0.08

17,061,530

17,111,530

10
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U.S. dollars in thousands,
except fleet data and average
daily results

BALANCE SHEET DATA
Current assets

Total assets

Current liabilities, including
current portion of long-term
debt

Non-Current liabilities

Total debt

Common stock

Stockholders' equity

FLEET DATA

Total number of vessels at
end of period

Average number of vessels(1)
Total calendar days for
fleet(2)

Total available days for
fleet(3)

Total operating days for
fleet(4)

Total time charter days for
fleet

Total bareboat charter days
for fleet

Total spot market days for
fleet

Fleet utilization(5)

AVERAGE DAILY
RESULTS
Time charter equivalent(6)

Vessel operating expenses(7) $

General and administrative
expenses(8)

(1) Average number of vessels is the number of vessels that constituted our fleet (including leased vessels)
for the relevant period, as measured by the sum of the number of days each vessel was a part of our
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2009

3,787

675,149
427,953
399,087

311
247,196

13.0
13.7

5,008
4,813
4,775
2,841

1,934

9920 %

21,907
4,740

4,676

Year Ended December 31,

2010 2011 2012
3,420 14,866 26,735
622,091 296,373 211,415
366,609 219,690 193,630
- - 4,706
337,377 193,749 172,619
322 171 172
255,482 76,684 13,079
13.0 7.0 7.0
13.1 11.7 7.0
4,781 4,281 2,562
4,686 4218 2,546
4,676 4,180 2,544
2,076 1,109 124
2,555 2,551 2,420
45 520 -
99.80 % 99.1 % 99.92

$ 18,907 $ 17,220 $ 11,951

$ 2,688 $ 2422 $ 318

$ 3,795 $ 3,589 $ 2,763

fleet during the period divided by the number of calendar days in that period.

(2) Calendar days are the total days the vessels were in our possession for the relevant period. Calendar
days are an indicator of the size of our fleet over the relevant period and affect both the amount of

%

2013

10,262
27,868

8,605
3,906

174
14,795

0.0
5.1

1,852
1,852

1,852

1,852

100.00 %

$ 10,484
$ 402

$ 1,759

12
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revenues and expenses that we record during that period.

(3) Available days are the number of calendar days less the aggregate number of days that our vessels are
off-hire due to scheduled repairs or scheduled guarantee inspections in the case of newbuildings, vessel
upgrades or special or intermediate surveys and the aggregate amount of time that we spend
positioning our vessels. Companies in the shipping industry generally use available days to measure
the number of days in a period during which vessels should be capable of generating revenues. We
determined to use available days as a performance metric, for the first time, in the second quarter and
first half of 2009. We have adjusted the calculation method of utilization to include available days in
order to be comparable with shipping companies that calculate utilization using operating days divided
by available days.

(4) Operating days are the number of available days in a period less the aggregate number of days that our
vessels are off-hire due to unforeseen circumstances. The shipping industry uses operating days to
measure the aggregate number of days in a period that our vessels actually generate revenue.

(5) Fleet utilization is calculated by dividing the number of operating days during a period by the number
of available days during that period. The shipping industry uses fleet utilization to measure a
company's efficiency in finding suitable employment for its vessels and minimizing the number of
days that its vessels are off-hire for reasons other than scheduled repairs or scheduled guarantee
inspections in the case of newbuildings, vessel upgrades, special or intermediate surveys and vessel
positioning. We used a new calculation method for fleet utilization, for the first time, in the second
quarter and first half of 2009. In all prior filings and reports, utilization was calculated by dividing
operating days by calendar days. We have adjusted the calculation method in order to be comparable
with most shipping companies, which calculate utilization using operating days divided by available
days.
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(6) Time charter equivalent rate, or TCE rate, is a measure of the average daily revenue performance of a
vessel on a per voyage basis. Our method of calculating TCE rate is consistent with industry standards
and is determined by dividing time charter equivalent revenues or TCE revenues by operating days for
the relevant time period. TCE revenues are revenues minus voyage expenses. Voyage expenses
primarily consist of port, canal and fuel costs that are unique to a particular voyage, which would
otherwise be paid by the charterer under a time charter contract, as well as commissions. TCE
revenues and TCE rate, which are non-GAAP measures, provide additional meaningful information in
conjunction with shipping revenues, the most directly comparable GAAP measure, because it assists
our management in making decisions regarding the deployment and use of our vessels and in
evaluating their financial performance. The table below reflects the reconciliation of TCE revenues to
revenues as reflected in the consolidated statements of operations and our calculation of TCE rates for
the periods presented.

(7) Daily vessel operating expenses, which include crew costs, provisions, deck and engine stores,
lubricating oil, insurance, maintenance and repairs are calculated by dividing vessel operating
expenses by fleet calendar days for the relevant time period.

(8) Daily general and administrative expenses are calculated by dividing general and administrative
expenses by fleet calendar days for the relevant time period.

The following table reflects reconciliation of TCE revenues to revenues as reflected in the consolidated statements of
operations and calculation of the TCE rate (all amounts are expressed in thousands of U.S. dollars, except for total
operating days and average daily time charter equivalent amounts).

U.S. dollars in thousands, except for total
operating days and average daily time charter

equivalent 2009 2010 2011 2012 2013

On a consolidated basis

Revenues $107,979 $90,875 $79,723 $31,428 $20,074
Less:

Voyage expenses (3,372 ) (2,468 ) (7,743 ) (1,023 ) (663 )
Time charter equivalent revenues $104,607 $88,407 $71,980 $30,405 $19,411
Total operating days 4,775 4,676 4,180 2,544 1,852
Average Daily Time Charter Equivalent

(TCE) $21,907 $18,907 $17,220 $11,951 $10,484
B. Capitalization and Indebtedness

Not Applicable.

C. Reasons for the Offer and Use of Proceeds

Not Applicable.

D. Risk Factors

14
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The following risks relate principally to the industry in which we operate and our business in general. Any of these
risk factors could materially and adversely affect our business, financial condition or operating results and the trading
price of our common stock.

RISKS RELATED TO OUR INDUSTRY
Our earnings may be adversely affected if we do not successfully employ our vessels once they are delivered.

Given current market conditions, we will seek to deploy our vessels on time and bareboat charters in a manner that
will help us achieve a steady flow of earnings. Although period charters provide relatively steady streams of revenue
as well as a portion of the revenues generated by the charterer's deployment of the vessels in the spot market or
otherwise, vessels committed to period charters may not be available for spot voyages during an upturn in the tanker
or drybulk industry cycle, as the case may be, when spot voyages might be more profitable. If we can't employ our
vessels on profitable time charters or trade them in the spot market profitably, our results of operations and operating
cash flow may suffer if rates achieved are not sufficient to cover respective vessel operating and financial expenses.

15
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The international tanker and drybulk industries are both cyclical and volatile and this may lead to reductions and
volatility in our charter rates when we re-charter our vessels, our vessel values and our results of operations.

The international tanker and drybulk industries in which we operate are cyclical with attendant volatility in charter
hire rates, vessel values and industry profitability. For both tankers and drybulk vessels, the degree of charter rate
volatility among different types of vessels has varied widely. If we enter into a charter when charter rates are low, our
revenues and earnings will be adversely affected. In addition, a decline in charter hire rates likely will cause the value
of our vessels to decline.

Changes in spot rates and time charters can not only affect the revenues we will receive from operations, but can also
affect the value of our vessels, even if they are employed under long-term time charters. Our ability to re-charter our
vessels on the expiration or termination of their time or bareboat charters and the charter rates payable under any
renewal or replacement charters will depend upon, among other things, economic conditions in the tanker and drybulk
market.

Fluctuations in charter rates and vessel values result from changes in the supply and demand for vessels. Factors
affecting the supply and demand for our vessels are outside of our control and are unpredictable. The nature, timing,
direction and degree of changes in tanker and drybulk industry conditions are also unpredictable. Factors that
influence demand for tanker and drybulk vessel capacity include:

esupply and demand for (i) refined petroleum products and crude oil for tankers and (ii) drybulk commodities for
drybulk vessels;

echanges in (i) crude oil production and refining capacity and (ii) drybulk commodity production and resulting shifts
in trade flows for crude oil and petroleum products and trade flows of drybulk commodities;

ethe location of regional and global crude oil refining facilities and drybulk commodities markets that affect the
distance commodities are to be moved by sea;

¢ global and regional economic and political conditions, including developments in international trade, fluctuations in
industrial and agricultural production, and armed conflicts, terrorist activities and strikes;

o environmental and other legal and regulatory developments;
. currency exchange rates;
o weather, natural disasters and other acts of God, including hurricanes and typhoons;

e competition from alternative sources of energy and for other shipping companies and other modes of transportation;
and

. international sanctions, embargoes, import and export restrictions, nationalizations, piracy and wars.
The factors that influence the supply of ocean-going vessel capacity include:
o the number of newbuilding deliveries;
o current and expected purchase orders for vessels;

16
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o the scrapping rate of older vessels;
o vessel freight rates;
o the price of steel and vessel equipment;
o technological advances in the design and capacity of vessels;
° potential conversion of vessels to alternative use;
changes in environmental and other regulations that may limit the useful lives of vessels;

o port or canal congestion;

17
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o the number of vessels that are out of service at a given time; and
° changes in global crude oil and drybulk commodity production.

The international tanker and drybulk shipping industries have experienced drastic downturns after experiencing
historically high charter rates and vessel values in early 2008, and a continued downturn in these markets may have an
adverse effect on our earnings, impair the carrying value of our vessels and affect compliance with our loan covenants.

The Baltic Drybulk Index, or BDI, is a U.S. dollar daily average of charter rates that takes into account input from
brokers around the world regarding fixtures for various routes, dry cargoes and various drybulk vessel sizes and is
issued by the London-based Baltic Exchange (an organization providing maritime market information for the trading
and settlement of physical and derivative contracts). The BDI declined 94% in 2008 from a peak of 11,793 in May
2008 to a low of 663 in December 2008 and has remained volatile since then. The BDI recorded a 25-year record low
of 647 in 2012. The decline in charter rates was due to various factors, including the lack of trade financing for
purchases of commodities carried by sea, which resulted in a significant decline in cargo shipments, and the excess
supply of iron ore in China, which resulted in falling iron ore prices and increased stockpiles in Chinese ports and
vessel oversupply. The decline in charter rates in the drybulk market affected the earnings, the value and, following
periodic impairment reviews, the carrying value of our drybulk vessels. As a result, this decline negatively affected
asset values, cash flows and liquidity and hence compliance with the covenants contained in our loan agreements.
While the BDI has since increased to 1,398 as of January 16, 2014, there can be no assurance that the drybulk charter
market will increase further, and the market could decline.

The Baltic Dirty Tanker Index, a U.S. dollar daily average of charter rates issued by the Baltic Exchange that takes
into account input from brokers around the world regarding crude oil fixtures for various routes and tanker vessel
sizes, declined from a high of 2,347 in July 2008 to a low of 453 in mid-April 2009, which represents a decline of
80%. While the index rose to 1,222 as of January 16, 2014 there can be no assurance that the crude oil charter market
will increase further, and the market could decline. The Baltic Clean Tanker Index fell from 1,509 points as of June
19, 2008, to 345 points as of April 4, 2009. The index rose to 908 as of December 23, 2011, but has since dropped
again to 613 as of as of January 16, 2014. The dramatic decline in charter rates was due to various factors, including
the significant fall in demand for crude oil and petroleum products, the consequent rising inventories of crude oil and
petroleum products in the United States and in other industrialized nations and the corresponding reduction in oil
refining, the dramatic fall in the price of oil in 2008, and the restrictions on crude oil production that OPEC and other
non-OPEC oil producing countries have imposed in an effort to stabilize the price of oil. Starting from 2009 and up to
2013, the above-mentioned factors affecting the Baltic Dirty and Clean Tanker Indices partially subsided, allowing for
the modest recovery of rates and a stabilization of tanker vessel values; however, tanker vessel oversupply has
suppressed any increase in rates or values due to increases in crude oil or oil product demand.

A further decline in charter rates could have a material adverse effect on our business, financial condition and results
of operations. If the charter rates in the tanker and drybulk market decline from their current levels, our future
earnings may be adversely affected, we may have to record impairment adjustments to the carrying values of our fleet
and we may not be able to comply with the financial covenants in our loan agreements.

The instability of the euro or the inability of countries to refinance their debts could have a material adverse effect on
our revenue, profitability and financial position.

As a result of the credit crisis in Europe, in particular in Greece, Cyprus, Italy, Ireland, Portugal and Spain, the

European Commission created the European Financial Stability Facility, or the EFSF, and the European Financial
Stability Mechanism, or the EFSM, to provide funding to Eurozone countries in financial difficulties that seek such
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support. In March 2011, the European Council agreed on the need for Eurozone countries to establish a permanent
stability mechanism, the European Stability Mechanism, or the ESM, which was established on September 27, 2012 to
assume the role of the EFSF and the EFSM in providing external financial assistance to Eurozone countries. Despite
these measures, concerns persist regarding the debt burden of certain Eurozone countries and their ability to meet
future financial obligations and the overall stability of the euro. An extended period of adverse development in the
outlook for European countries could reduce the overall demand for oil and for drybulk cargoes and consequently for
our services. These potential developments, or market perceptions concerning these and related issues, could affect
our financial position, results of operations and cash flow.

If economic conditions throughout the world do not improve, it will impede our operations.

Negative trends in the global economy that emerged in 2008 continue to adversely affect global economic conditions.
In addition, the world economy continues to face a number of new challenges, including uncertainty related to
continuing discussions in the United States regarding the federal debt ceiling and recent turmoil and hostilities in the
Middle East, North Africa and other geographic areas and countries and continuing economic weakness in the
European Union. The deterioration in the global economy has caused, and may continue to cause, a decrease in
worldwide demand for certain goods and, thus, shipping. We cannot predict how long the current market conditions
will last. However, recent and developing economic and governmental factors, together with the concurrent decline in
charter rates and vessel values, have had a material adverse effect on our results of operations, financial condition and
cash flows, have caused the price of our common shares to decline and could cause the price of our common shares to
decline further.
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The economies of the United States, the European Union and other parts of the world continue to experience relatively
slow growth or remain in recession and exhibit weak economic trends. The credit markets in the United States and
Europe have experienced significant contraction, deleveraging and reduced liquidity, and the U.S. federal government
and state governments and European authorities continue to implement a broad variety of governmental action and/or
new regulation of the financial markets. Global financial markets and economic conditions have been, and continue to
be, severely disrupted and volatile. Since 2008, lending by financial institutions worldwide has remained at very low
levels compared to the period proceeding 2008.

Continued economic slowdown in the Asia Pacific region, especially in Japan and China, may exacerbate the effect on
us of the recent slowdown in the rest of the world. As a result, continued economic slowdown in the Asia Pacific
region, especially in Japan and China, may have a material adverse effect on our business, financial position and
results of operations, as well as our future prospects. Before the global economic financial crisis that began in 2008,
China had one of the world's fastest growing economies in terms of gross domestic product, or GDP, which had a
significant impact on shipping demand. The growth rate of China's GDP is estimated by government officials to
average 7.6% for the year ended December 31, 2013, as compared to approximately 7.8% for the year ended
December 31, 2012, and continues to remain below pre-2008 levels. China has imposed measures to restrain lending,
which may further contribute to a slowdown in its economic growth. China and other countries in the Asia Pacific
region may continue to experience slowed or even negative economic growth in the future. Moreover, the current
economic slowdown in the economies of the United States, the European Union and other Asian countries may further
adversely affect economic growth in China and elsewhere. Our financial condition and results of operations, as well as
our future prospects, would likely be impeded by a continuing or worsening economic downturn in any of these
countries.

We face risks attendant to changes in economic environments, changes in interest rates, and instability in the banking
and securities markets around the world, among other factors. We cannot predict how long the current market
conditions will last. However, these recent and developing economic and governmental factors, together with the
concurrent decline in charter rates and vessel values, may have a material adverse effect on our results of operations
and may cause the price of our common stock to decline.

The current state of the global financial markets and current economic conditions may adversely impact our ability to
obtain financing on acceptable terms and otherwise negatively impact our business.

Global financial markets and economic conditions have been, and continue to be, volatile. Recently, operating
businesses in the global economy have faced tightening credit, weakening demand for goods and services,
deteriorating international liquidity conditions, and declining markets. There has been a general decline in the
willingness by banks and other financial institutions to extend credit, particularly in the shipping industry, due to the
historically volatile asset values of vessels. As the shipping industry is highly dependent on the availability of credit to
finance and expand operations, it has been negatively affected by this decline.

Also, as a result of concerns about the stability of financial markets generally and the solvency of counterparties
specifically, the cost of obtaining money from the credit markets has increased as many lenders have increased interest
rates, enacted tighter lending standards, refused to refinance existing debt at all or on terms similar to current debt and
reduced, and in some cases ceased, to provide funding to borrowers. Due to these factors, we cannot be certain that
financing will be available if needed and to the extent required, on acceptable terms. If financing is not available when
needed, or is available only on unfavorable terms, we may be unable to meet our obligations as they come due or we
may be unable to enhance our existing business, complete additional vessel acquisitions or otherwise take advantage
of business opportunities as they arise.
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If the current global economic environment persists or worsens, we may be negatively affected in the following ways:

ewe may not be able to employ our vessels at charter rates as favorable to us as historical rates or at all or operate our
vessels profitably; and

ethe market value of our vessels could decrease, which may cause us to recognize losses if any of our vessels are sold
or if their values are impaired.

The occurrence of any of the foregoing could have a material adverse effect on our business, results of operations,
cash flows, financial condition and ability to pay dividends.
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We are subject to complex laws and regulations, including environmental regulations that can adversely affect the
cost, manner or feasibility of doing business.

Our operations are subject to numerous laws and regulations in the form of international conventions and treaties,
national, state and local laws and national and international regulations in force in the jurisdictions in which our
vessels will operate or are registered, which can significantly affect the ownership and operation of our vessels. These
regulations include, but are not limited to the International Convention for the Prevention of Pollution from Ships, or
MARPOL, the International Convention on Load Lines of 1966, the International Convention on Civil Liability for
Oil Pollution Damage of 1969, generally referred to as CLC, the International Convention on Civil Liability for
Bunker Oil Pollution Damage, or Bunker Convention, the International Convention for the Safety of Life at Sea of
1974, or SOLAS, the International Safety Management Code for the Safe Operation of Ships and for Pollution
Prevention, or ISM Code, the International Convention for the Control and Management of Ships' Ballast Water and
Sediments, or the BWM Convention, the U.S. Oil Pollution Act of 1990, or OPA, the Comprehensive Environmental
Response, Compensation and Liability Act, or CERCLA, the U.S. Clean Water Act, the U.S. Clean Air Act, the U.S.
Outer Continental Shelf Lands Act, the U.S. Maritime Transportation Security Act of 2002, or the MTSA, and
European Union regulations. Compliance with such laws, regulations and standards, where applicable, may require
installation of costly equipment or operational changes and may affect the resale value or useful lives of our vessels.
We may also incur additional costs in order to comply with other existing and future regulatory obligations, including,
but not limited to, costs relating to air emissions, the management of ballast waters, maintenance and inspection,
development and implementation of emergency procedures and insurance coverage or other financial assurance of our
ability to address pollution incidents. These costs could have a material adverse effect on our business, results of
operations, cash flows and financial condition. A failure to comply with applicable laws and regulations may result in
administrative and civil penalties, criminal sanctions or the suspension or termination of our operations.

Environmental laws often impose strict liability for remediation of spills and releases of oil and hazardous substances,
which could subject us to liability without regard to whether we were negligent or at fault. Under OPA, for example,
owners, operators and bareboat charterers are jointly and severally strictly liable for the discharge of oil within the
200-mile exclusive economic zone around the United States. Furthermore, the 2010 explosion of the Deepwater
Horizon and the subsequent release of oil into the Gulf of Mexico, or other events, may result in further regulation of
the shipping industry, and modifications to statutory liability schemes, which could have a material adverse effect on
our business, financial condition, results of operations and cash flows. An oil spill could result in significant liability,
including fines, penalties and criminal liability and remediation costs for natural resource damages under other
federal, state and local laws, as well as third-party damages. We are required to satisfy insurance and financial
responsibility requirements for potential oil (including marine fuel) spills and other pollution incidents. Although
insurance covers certain environmental risks, there can be no assurance that such insurance will be sufficient to cover
all such risks or that any claims will not have a material adverse effect on our business, results of operations, cash
flows and financial condition and our ability to pay dividends, if any, in the future.

We are subject to international safety regulations and requirements imposed by classification societies and the failure
to comply with these regulations may subject us to increased liability, may adversely affect our insurance coverage
and may result in a denial of access to, or detention in, certain ports.

The operation of our vessels is affected by the requirements set forth in the United Nations' International Maritime
Organization's International Management Code for the Safe Operation of Ships and Pollution Prevention, or ISM
Code. The ISM Code requires ship owners, ship managers and bareboat charterers to develop and maintain an
extensive "Safety Management System" that includes the adoption of a safety and environmental protection policy
setting forth instructions and procedures for safe operation and describing procedures for dealing with emergencies.
We expect that any vessels that we acquire in the future will be ISM Code-certified when delivered to us. The failure
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of a shipowner or bareboat charterer to comply with the ISM Code may subject it to increased liability, may invalidate
existing insurance or decrease available insurance coverage for the affected vessels and may result in a denial of
access to, or detention in, certain ports, including United States and European Union ports.

In addition, the hull and machinery of every commercial vessel must be classed by a classification society authorized
by its country of registry. The classification society certifies that a vessel is safe and seaworthy in accordance with the
applicable rules and regulations of the country of registry of the vessel and the Safety of Life at Sea Convention. If a
vessel does not maintain its class and/or fails any annual survey, intermediate survey or special survey, the vessel will
be unable to trade between ports and will be unemployable, which will negatively impact our revenues and results
from operations.

Climate change and greenhouse gas restrictions may adversely impact our operations and markets.

Due to concern over the risk of climate change, a number of countries and the IMO have adopted, or are considering
the adoption of, regulatory frameworks to reduce greenhouse gas emissions. These regulatory measures may include,
among others, adoption of cap and trade regimes, carbon taxes, increased efficiency standards, and incentives or
mandates for renewable energy. In addition, although the emissions of greenhouse gases from international shipping
currently are not subject to the Kyoto Protocol to the United Nations Framework Convention on Climate Change, a
new treaty may be adopted in the future that includes restrictions on shipping emissions. Compliance with changes in
laws, regulations and obligations relating to climate change could increase our costs related to operating and
maintaining our vessels and require us to install new emission controls, acquire allowances or pay taxes related to our
greenhouse gas emissions, or administer and manage a greenhouse gas emissions program. Revenue generation and
strategic growth opportunities may also be adversely affected.
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Adverse effects upon the oil and gas industry relating to climate change, including growing public concern about the
environmental impact of climate change, may also adversely affect demand for our services. For example, increased
regulation of greenhouse gases or other concerns relating to climate change may reduce the demand for oil and gas in
the future or create greater incentives for use of alternative energy sources. Any long-term material adverse effect on
the oil and gas industry could have a significant financial and operational adverse impact on our business that we
cannot predict with certainty at this time.

Our vessels may suffer damage due to the inherent operational risks of the seaborne transportation industry and
we may experience unexpected dry-docking costs, which may adversely affect our business and financial condition.
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