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Common Stock, par value $.0001 per share The New York Stock Exchange
8.75% Series G Cumulative Redeemable Perpetual The New York Stock Exchange*
Preferred Stock, par value $0.0001 per share ( Series G )
American Depositary Shares, each representing 1/100th The New York Stock Exchange
of a Share of Series G
8.625% Series H Cumulative Redeemable Perpetual The New York Stock Exchange *

Preferred Stock, par value $0.0001 per share ( Series H )
American Depositary Shares, each representing 1/100th The New York Stock Exchange
of a Share of Series H

* Not for trading, but in connection with the registration of American Depositary Shares, pursuant to the requirements
of the Securities and Exchange Commission
Securities registered or to be registered pursuant to Section 12(g) of the Act. None

Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act. None

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:

120,386,472 shares of common stock, 14,191 shares of Series G and 28,612 shares of Series H as of December 31,
2017

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes No

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

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
(§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 No

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 No
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or an emerging growth company. See the definition of accelerated filer and large accelerated filer, and emerging
growth company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer Non-accelerated filer Emerging growth company
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If an emerging growth company that prepares its financial statements in accordance with U.S. GAAP, indicate by
check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.

The term new or revised financial accounting standard refers to any update issued by the Financial Accounting
Standards Board to its Accounting Standards Codification after April 5, 2012.
Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included
in this filing:

U.S. GAAP International Financial Reporting Standards as issued Other
by the International Accounting Standards Board
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

Table of Contents 4



Edgar Filing: Navios Maritime Holdings Inc. - Form 20-F

Table of Conten

TABLE OF CONTENTS

FORWARD-LOOKING STATEMENTS

Item 1. Identity of Directors. Senior Management and Advisers

Item 2. Offer Statistics and Expected Timetable

Item 3. Key Information

Item 4. Information on the Company

Item 4A. Unresolved Staff Comments

Item 5. Operating and Financial Review and Prospects

Item 6. Directors. Senior Management and Employees

Item 7. Major Shareholders and Related Party Transactions

Item 8. Financial Information

Item 9. The Offer and Listing

Item 10. Additional Information

Item 11. Quantitative and Qualitative Disclosures about Market Risk
Item 12. Description of Securities Other than Equity Securities
PART II

Item 13. Defaults. Dividend Arrearages and Delinquencies

Item 14. Material Modifications to the Rights of Security Holders and Use of Proceeds
Item 15. Controls and Procedures

Item 16A. Audit Committee Financial Expert

Item 16B. Code of Ethics

Item 16C. Principal Accountant Fees and Services

Item 16D. Exemptions from the Listing Standards for Audit Committees

Item 16E. Purchases of Equity Securities by the Issuer and Affiliated Purchasers
Item 16F. Changes in Registrant s Certifying Accountant

Item 16G. Corporate Governance

Item 16H. Mine Safety Disclosures
PART III

Item 17. Financial Statements
Item 18. Financial Statements
Item 19. Exhibits

EX-8.1

EX-12.1

EX-12.2

EX-13.1

EX-15.1

EX-15.2

EX-15.3

Table of Contents

—

45

69

69
105
111
116
117
118
126
127

127
127
127
128
128
128
129
129
129
129
129

129
129
130



Edgar Filing: Navios Maritime Holdings Inc. - Form 20-F

Table of Conten

Please note in this Annual Report, we , us , our ,the Company and Navios Holdings all refer to Navios Maritime
Holdings Inc. and its consolidated subsidiaries, except as otherwise indicated or where the context otherwise requires.

FORWARD-LOOKING STATEMENTS

This Annual Report should be read in conjunction with the consolidated financial statements and accompanying notes
included in this report.

Navios Maritime Holdings 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 document 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.

The words may, could, should, would, expect, plan, anticipate, intend, forecast, believe, estimat
potential, continue and similar expressions identify forward-looking statements.

The forward-looking statements in this document and in other written or oral statements we make from time to time
are based upon current 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 important factors and matters discussed elsewhere herein, important factors that, in our view,
could cause actual results to differ materially from those discussed in the forward-looking statements include, but are
not limited to, the strength of world economies, fluctuations in currencies and interest rates, general market
conditions, including fluctuations in charter hire rates and vessel values, changes in demand in the dry cargo shipping
industry, changes in the Company s operating expenses, including bunker prices, drydocking and insurance costs,
expectations of dividends and distributions from affiliates, the Company s ability to maintain compliance with the
continued listing standards of the New York Stock Exchange (the NYSE ), changes in governmental rules and
regulations or actions taken by regulatory authorities, potential liability from pending or future litigation, general
domestic and international political conditions, potential disruption of shipping routes due to accidents or political
events, the value of our publicly traded subsidiaries, and other important factors described from time to time in the
reports we file with the Securities and Exchange Commission, or the SEC. See also Risk Factors below.

We undertake no obligation to update any forward-looking statement or statements to reflect events or circumstances

after the date on which such statement is made or to reflect the occurrence of unanticipated events, except as required

by law. New factors emerge from time to time, and it is not possible for us to predict all of these factors. Further, we

cannot assess the impact of each such factor on our business or the extent to which any factor, or combination of

factors, may cause actual results to be materially different from those contained in any forward-looking statement.
PART I

Item 1. Identity of Directors, Senior Management and Advisers

Not Applicable.

Item 2. Offer Statistics and Expected Timetable
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Not Applicable.

Item 3. Key Information
A. Selected Financial Data

Navios Holdings selected historical financial information and operating results for the years ended December 31,
2017, 2016, 2015, 2014 and 2013 are derived from the consolidated financial statements of Navios Holdings. The
selected consolidated statement of comprehensive (loss)/income data for the years ended December 31, 2017, 2016
and 2015 and the selected consolidated balance sheet data as of December 31, 2017 and 2016 have been derived from
our audited consolidated financial statements included elsewhere in this Annual Report. The selected consolidated
financial data should be read in conjunction with Item 5. Operating and Financial Review and Prospects , the
consolidated financial statements, related notes and other financial information included elsewhere in this Annual
Report. The historical data included below and elsewhere in this Annual Report is not necessarily indicative of our
future performance.
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Year Ended Year Ended Year Ended Year Ended Year Ended
December 31, December 31, December 31, December 31, December 31,
2017 2016 2015 2014 2013
(Expressed in thousands of U.S. dollars except share and per share data)
Statement of

Comprehensive

(Loss)/income Data

Revenue $ 463,049 S 419,782  $ 480,820 $ 569,016 $ 512,279
Administrative fee revenue

from affiliates 23,667 21,799 16,177 14,300 7,868
Time charter, voyage and

logistics business expenses (213,929) (175,072) (247,882) (263,304) (244,412)
Direct vessel expenses (116,713) (127,396) (128,168) (130,064) (114,074)

General and administrative
expenses incurred on behalf

of affiliates (23,667) (21,799) (16,177) (14,300) (7,868)
General and administrative

expenses (27,521) (25,295) (34,183) (45,590) (44,634)
Depreciation and

amortization (104,112) (113,825) (120,310) (104,690) (98,124)
Provision for losses on

accounts receivable (269) (1,304) (59) (792) (630)
Interest income 6,831 4,947 2,370 5,515 2,299
Interest expense and

finance cost (121,611) (113,639) (113,151) (113,660) (110,805)
Impairment losses (50,565)

Loss on derivatives (260)
Gain on sale of assets 1,064 18
(Loss)/gain on bond and

debt extinguishment (981) 29,187 (27,281) (37,136)
Other income 6,140 18,175 4,840 15,639 17,031
Other expense (13,761) (11,665) (34,982) (24,520) (10,447)

Loss before equity in net
earnings of affiliated

companies $ @172,378) $ 96,105) $ (190,705) $ (119,731) $  (128,895)
Equity/(loss) in net earnings

of affiliated companies 4,399 (202,779) 61,484 57,751 19,344
Loss before taxes $ (167979) $ (298,884) $ (129,221) $ (61,980) $ (109,551)
Income tax

benefit/(expense) 3,192 (1,265) 3,154 (84) 4,260
Net loss $ (@164,787) $ (300,149) $ (126,067) $ (62,064) $ (105,291)
Less: Net (income)/loss

attributable to the

noncontrolling interest (1,123) (3,674) (8,045) 5,861 (3,772)
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Net loss attributable to
Navios Holdings common
stockholders $  (165,910)

Loss attributable to
Navios Holdings common

stockholders, basic and
diluted $ (175,298)

Basic and diluted net loss

per share attributable to

Navios Holdings common

stockholders $ (1.50)

Weighted average number
of shares, basic and
diluted 116,673,459

Table of Contents

$

$

$

(303,823)

(273,105)

(2.54)

107,366,783

$

$

$

(134,112)

(150,314)

(1.42)

105,896,235

$

$

$

(56,203)

(66,976)

(0.65)

103,476,614

$

$

$

(109,063)

(110,990)

(1.09)

101,854,415



Edgar Filing: Navios Maritime Holdings Inc. - Form 20-F

Table of Conten

Balance Sheet Data (at period end)
Current assets, including cash and restricted

cash $ 256,076 $ 273,140 $ 302,959 $ 417,131 $ 339,986
Total assets 2,629,981 2,752,895 2,958,813 3,127,697 2,886,453
Total long-term debt, net including current

portion 1,682,488 1,651,095 1,581,308 1,612,890 1,478,089
Navios Holdings stockholders equity $ 516,098 $ 678,287 $ 988,960 $1,152,963 $1,065,695

Year Ended Year Ended Year Ended Year Ended Year Ended
December 31, December 31, December 31, December 31, December 31,
2017 2016 2015 2014 2013

(Expressed in thousands of U.S. dollars except per share data)

Other Financial Data

Net cash provided by operating

activities $ 50,784 $ 36,920 $ 43478 $ 56,323  $ 59,749
Net cash used in investing activities (42,365) (150,565) (36,499) (244,888) (258,571)
Net cash (used in)/ provided by

financing activities (16,779) 86,225 (91,123) 248,290 128,785
Book value per common share 4.29 5.79 8.95 10.89 10.22
Cash dividends per common share 0.17 0.24 0.24
Cash dividends per preferred share 74.4 216.7 99.9 200.0
Cash paid for common stock dividend

declared 19,325 25,228 24,710
Cash paid for preferred stock dividend

declared 3,681 16,025 7,502 1,696
Adjusted EBITDA(M $ 68813 § (62,827) $ 112,756 § 176,698 $ 107,909

(1) EBITDA represents net (loss)/income attributable to Navios Holdings common stockholders before interest and
finance costs, before depreciation and amortization and before income taxes. Adjusted EBITDA represents
EBITDA before stock based compensation. We use Adjusted EBITDA as liquidity measure and reconcile
Adjusted EBITDA to net cash provided by operating activities, the most comparable U.S. GAAP liquidity
measure. Adjusted EBITDA is calculated as follows: net cash provided by operating activities adding back, when
applicable and as the case may be, the effect of (i) net increase/(decrease) in operating assets, (ii) net
(increase)/decrease in operating liabilities, (iii) net interest cost, (iv) deferred finance charges and gains/(losses)
on bond and debt extinguishment, (v) (provision)/recovery for losses on accounts receivable, (vi) equity in
affiliates, net of dividends received, (vii) payments for drydock and special survey costs, (viii) noncontrolling
interest, (ix) gain/ (loss) on sale of assets/ subsidiaries, (x) unrealized (loss)/gain on derivatives, and (xi) loss on
sale and reclassification to earnings of available-for-sale securities and impairment charges. Navios Holdings
believes that Adjusted EBITDA is a basis upon which liquidity can be assessed and represents useful information
to investors regarding Navios Holdings ability to service and/or incur indebtedness, pay capital expenditures,
meet working capital requirements and pay dividends. Navios Holdings also believes that Adjusted EBITDA is
used (i) by prospective and current lessors as well as potential lenders to evaluate potential transactions; (ii) to
evaluate and price potential acquisition candidates; and (iii) by securities analysts, investors and other interested
parties in the evaluation of companies in our industry.

Adjusted EBITDA has limitations as an analytical tool, and therefore, should not be considered in isolation or as a

substitute for the analysis of Navios Holdings results as reported under U.S. GAAP. Some of these limitations are:
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(i) Adjusted EBITDA does not reflect changes in, or cash requirements for, working capital needs; (ii) Adjusted
EBITDA does not reflect the amounts necessary to service interest or principal payments on our debt and other
financing arrangements; and (iii) although depreciation and amortization are non-cash charges, the assets being
depreciated and amortized may have to be replaced in the future. Adjusted EBITDA does not reflect any cash
requirements for such capital expenditures. Because of these limitations, among others, Adjusted EBITDA should not
be considered as a principal indicator of Navios Holdings performance. Furthermore, our calculation of Adjusted
EBITDA may not be comparable to that reported by other companies due to differences in methods of calculation.
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The following table reconciles net cash provided by operating activities, as reflected in the consolidated statements of
cash flows, to Adjusted EBITDA:

Adjusted EBITDA Reconciliation from Cash from Operations

Year Ended Year Ended Year Ended Year Ended Year Ended
December 31, December 31, December 31, December 31, December 31,
2017 2016 2015 2014 2013
(Expressed in thousands of U.S. dollars except per share data)
Net cash provided by operating activities $ 50,784 § 36,920 $ 43478 $ 56,323 § 59,749
Net (decrease)/ increase in operating

assets (25,052) 20,599 (43,042) 18,025 (57,792)
Net (increase)/decrease in operating

liabilities (20,814) (38,928) (39,288) (23,613) 27,087
Payments for drydock and special

survey costs 10,824 11,096 24,840 10,970 12,119
Net interest cost 108,389 103,039 106,257 104,084 103,122
Provision for losses on accounts

receivable (269) (1,304) (59) (792) (630)
Impairment losses (50,565)

Gain on sale of assets 1,064 18
Unrealized loss on FFA derivatives,

warrants, interest rate swaps (69)
Gain/ (Loss) on bond and debt

extinguishment 185 29,187 (4,786) (12,142)
(Losses)/earnings in affiliates and joint

ventures, net of dividends received (4,610) (219,417) 30,398 22,179 (19,781)
Reclassification to earnings of

available-for-sale securities (345) (1,783) (11,553)
Noncontrolling interest (1,123) (3,674) (8,045) 5,861 (3,772)
Adjusted EBITDA $ 68813 $ (62,827) $ 112,756 $ 176,698 $ 107,909

B. Capitalization and Indebtedness

Not applicable.

C. Reasons for the Offer and Use of Proceeds

Not applicable.

D. Risk Factors

Some of the following risks relate principally to the industry in which we operate and our business in general. Other
risks relate principally to the securities market and ownership of our common stock. You should carefully consider

each of the following risks together with the other information incorporated into this Annual Report when evaluating
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the Company s business and its prospects. The risks and uncertainties described below are not the only ones the
Company faces. Additional risks and uncertainties not presently known to the Company or that the Company currently
considers immaterial may also impair the Company s business operations. If any of the following risks relating to our
business and operations actually occur, our business, financial condition and results of operations could be materially
and adversely affected and in that case, the trading price of our common stock could decline, and you could lose all or
part of your investment.
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Risks Associated with the Shipping Industry and Our Operations

The cyclical nature of the shipping industry may lead to decreases in charter rates and lower vessel values, which
could adversely affect our and our affiliates results of operations and financial condition. In particular, charter
rates in the dry cargo market are currently near historical lows and certain of our vessels may operate below
operating cost.

The shipping business, including the dry cargo market, is cyclical in varying degrees, experiencing severe fluctuations
in charter rates, profitability and, consequently, vessel values. For example, during the period from January 1, 2016 to
December 31, 2017, the Baltic Exchange s Panamax time charter average daily rates experienced a low of $2,260 and a
high of $13,740. Additionally, during the period from January 1, 2016 to December 31, 2017, the Baltic Exchange s
Capesize time charter average (BCI-5TCA) daily rates experienced a low of $1,985 and a high of $30,475 and the
Baltic Dry Index experienced a low of 290 points and a high of 1,743 points. There can be no assurance that the dry
bulk charter market will not fluctuate or hit new lows. We anticipate that the future demand for our dry bulk carriers
and dry bulk charter rates will be dependent upon demand for imported commodities, economic growth in the
emerging markets, including the Asia Pacific region, of which China is particularly important, India, Brazil and
Russia and the rest of the world, seasonal and regional changes in demand and changes to the capacity of the world
fleet. Adverse economic, political, social or other developments can decrease demand and prospects for growth in the
shipping industry and thereby could reduce revenue significantly. A decline in demand for commodities transported in
dry bulk carriers or an increase in supply of dry bulk vessels could cause a further decline in charter rates, which could
materially adversely affect our results of operations and financial condition. If we sell a vessel at a time when the
market value of our vessels has fallen, the sale may be at less than the vessel s carrying amount, resulting in a loss.

Demand for container shipments declined significantly from 2008 to 2009 in the aftermath of the global financial
crisis but has increased each year from 2009 to 2017. In 2016, total container trade grew by 4.2%, influenced by
strong trade growth worldwide. In 2017, total container trade is estimated to have gained 5.5%, led by recovering
volumes going to the US as well as increases in intra-regional trade. Containership supply growth was less than
demand growth during the year as there was elevated scrapping in the first part of the year, which allowed average
daily rates to recover modestly. The oversupply in the market continued to prevent any significant rise in time charter
rates for both short- and long-term periods. Additional orders for large and very large containerships continue to be
placed during 2017 and so far in 2018, both increasing the expected future supply of larger vessels and having a
spillover effect on the market segment for smaller vessels. Ordering of container ships slowed significantly in 2016
and 2017 while scrapping increased to a record volume in 2016 and was the third highest on record in 2017. The
recent global economic slowdown and disruptions in the credit markets significantly reduced demand for products
shipped in containers and, in turn, containership capacity, which has had an adverse effect on our and our affiliates
results of operations and financial condition.

The continuation of such containership oversupply or any declines in container freight rates could negatively affect
the liner companies to which our affiliates seek to charter their containerships.

Historically, the tanker markets have been volatile as a result of the many conditions and factors that can affect the
price, supply and demand for tanker capacity. Demand for crude oil and product tankers is historically well correlated
with the growth or contraction of the world economy. The past several years were marked by a major economic
slowdown, which has had, and continues to have, a significant impact on world trade, including the oil trade. Global
economic conditions remain fragile with significant uncertainty with respect to recovery prospects, levels of recovery
and long-term economic growth effects. Energy prices sharply declined from mid-2014 to the end of March 2016
primarily as a result of increased oil production worldwide. In response to this increased production, demand for
tankers to move oil and refined petroleum products increased significantly and average spot and period charter rates
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for product and crude tankers rose, but have since then declined as more tankers have been delivered. Keys to this
demand growth have been steady increases in Chinese and Indian crude oil imports since 2001 and a steady increase
in US oil production, which has led to a steady decline in US crude oil imports since 2005. Oil products shipments
have increased due to refinery closures in Europe, Japan and Australia with oil products being shipped to those
regions from India, the Middle East and the US. With the increase in US crude oil production, the US became a net
exporter of oil products since 2011 adding to the seaborne movement of oil products, recently however, large
inventories of products have reduced arbitrage possibilities and spot rates for product tankers have moderated. The
Organization of Petroleum Exporting Countries ( OPEC ) is currently producing and shipping oil at very high levels,
even after it announced the continued production cuts. Should OPEC significantly reduce oil production or should
there be significant declines in non-OPEC oil production or should China or other emerging market countries suffer
significant economic slowdowns, that may result in a protracted period of reduced oil shipments and a decreased
demand for our affiliated tanker vessels and lower charter rates, which could have a material adverse effect on our
results of operations and financial condition.

The percentage of the total tanker fleet on order as a percent of the total fleet declined from 18% at the end of 2015 to
12% at the beginning of March 2018. An over-supply of tanker capacity may result in a reduction of charter hire rates.
If a reduction in charter rates occurs, our affiliates may only be able to charter their tanker vessels at unprofitable rates
or may not be able to charter these vessels at all, which could lead to a material adverse effect on our results of
operations.
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The demand for dry cargo vessels, containerships and tanker capacity has generally been influenced by, among other
factors:

global and regional economic conditions;

developments in international trade;

changes in seaborne and other transportation patterns, such as port congestion and canal closures or
expansions;

supply and demand for energy resources, commodities, semi-finished and finished consumer and
industrial products, and liquid cargoes, including petroleum and petroleum products;

changes in the exploration or production of energy resources, commodities, semi-finished and finished
consumer and industrial products;

supply and demand for products shipped in containers;

changes in global production of raw materials or products transported by containerships;

the distance dry bulk cargo or containers are to be moved by sea;

the globalization of manufacturing;

carrier alliances, vessel sharing or container slot sharing that seek to allocate container ship capacity on
routes;

weather and crop yields;

armed conflicts and terrorist activities, including piracy;

natural or man-made disasters that affect the ability of our vessels to use certain waterways;
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political, environmental and other regulatory developments, including but not limited to governmental
macroeconomic policy changes, import- export restrictions, central bank policies and pollution
conventions or protocols;

embargoes and strikes;

technical advances in ship design and construction;

waiting days in ports;

changes in oil production and refining capacity and regional availability of petroleum refining
capacity;

the distance chemicals, petroleum and petroleum products are to be moved by sea;

changes in seaborne and other transportation patterns, including changes in distances over which cargo
is transported due to geographic changes in where oil is produced, refined and used; and

competition from alternative sources of energy.
The supply of vessel capacity has generally been influenced by, among other factors:

the number of vessels that are in or out of service;

the scrapping rate of older vessels;

port and canal traffic and congestion;

the number of newbuilding deliveries;

vessel casualties;

the availability of shipyard capacity;

the economics of slow steaming;
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the number of vessels that are used for storage or as floating storage offloading service vessels;

the conversion of tankers to other uses, including conversion of vessels from transporting oil and oil
products to carrying dry bulk cargo and the reverse conversion;
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availability of financing for new vessels;

the phasing out of single-hull tankers due to legislation and environmental concerns;

the price of steel;

national or international regulations that may effectively cause reductions in the carrying capacity of
vessels or early obsolescence of tonnage; and

environmental concerns and regulations.
Our growth depends on continued growth in demand for dry bulk commodities and the shipping of dry bulk
cargoes.

Our growth strategy focuses on expansion in the dry bulk shipping sector. Accordingly, our growth depends on
continued growth in worldwide and regional demand for dry bulk commodities and the shipping of dry bulk cargoes,
which could be negatively affected by a number of factors, such as declines in prices for dry bulk commodities, or
general political and economic conditions.

Reduced demand for dry bulk commodities and the shipping of dry bulk cargoes would have a material adverse effect
on our future growth and could harm our business, results of operations and financial condition. In particular, Asian
Pacific economies, of which China is especially important, and India have been the main driving force behind the
current increase in seaborne dry bulk trade and the demand for dry bulk carriers. A negative change in economic
conditions in any Asian Pacific country, but particularly in China, Korea, Japan or India, may have a material adverse
effect on our business, financial condition and results of operations, as well as our future prospects, by reducing
demand and resultant charter rates.

Weak economic conditions throughout the world, particularly the Asia Pacific region, renewed terrorist activity,
the growing refugee crises and protectionist policies which could affect advanced economies, could have a material
adverse effect on our business, financial condition and results of operations.

The global economy remains relatively weak, especially when compared to the period prior to the 2008-2009 financial
crisis. The current global recovery is proceeding at varying speeds across regions and is still subject to downside
economic risks stemming from factors like fiscal fragility in advanced economies, high sovereign and private debt
levels, highly accommodative macroeconomic policies, the significant fall in the price of crude oil and other
commodities and persistent difficulties in access to credit and equity financing as well as political risks such as the
continuing war in Syria, renewed terrorist attacks around the world and the emergence of populist and protectionist
political movements in advanced economies.

Concerns regarding new terrorist threats from groups in Europe and the growing refugee crisis may advance
protectionist policies and may negatively impact globalization and global economic growth, which could disrupt
financial markets, and may lead to weaker consumer demand in the EU, the U.S., and other parts of the world which
could have a material adverse effect on our business.
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In recent years, China has been one of the world s fastest growing economies in terms of gross domestic product,
which has had a significant impact on shipping demand. However, if China s growth in gross domestic product
declines and other countries in the Asia Pacific region experience slower or negative economic growth in the future,
this may negatively affect the fragile recovery of the economies of the U.S. and the EU, and thus, may negatively
impact shipping demand. For example, the possibility of the introduction of impediments to trade within the EU
member countries in response to increasing terrorist activities, and the possibility of market reforms to float the
Chinese renminbi, either of which development could weaken the Euro against the Chinese renminbi, could adversely
affect consumer demand in the EU. Moreover, the revaluation of the renminbi may negatively impact the U.S. demand
for imported goods, many of which are shipped from China. Any moves by either the U.S. or the EU to levy
additional tariffs on imported goods carried in containers as part of protectionist measures or otherwise could decrease
shipping demand. Such weak economic conditions or protectionist measures could have a material adverse effect on
our business, results of operations and financial condition, as well as our cash flows.
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Disruptions in global financial markets from terrorist attacks, regional armed conflicts, general political unrest
and the resulting governmental action could have a material adverse impact our ability to obtain financing
required to acquire vessels or new businesses. Furthermore, such a disruption would adversely affect our results of
operations, financial condition and cash flows and could cause the market price of our shares to decline.

Terrorist attacks in certain parts of the world, such as the attacks on the U.S. on September 11, 2001 or more recently
in Paris and London, and the continuing response of the U.S. and other countries to these attacks, as well as the threat
of future terrorist attacks, continue to cause uncertainty and volatility in the world financial markets and may affect
our business, results of operations and financial condition. In addition, global financial markets and economic
conditions have been severely disrupted and volatile in recent years and remain subject to significant vulnerabilities,
such as the deterioration of fiscal balances and the rapid accumulation of public debt, continued deleveraging in the
banking sector and a limited supply of credit. Credit markets as well as the debt and equity capital markets were
exceedingly distressed during 2008 and 2009 and have been volatile since that time. The continuing refugee crisis in
the EU, the continuing war in Syria and advances of ISIS and other terrorist organizations in the Middle East, conflicts
in Iraq, general political unrest in Ukraine, and political tension or conflicts in the Asia Pacific Region such as in the
South China Sea and North Korea have led to increased volatility in global credit and equity markets. The resulting
uncertainty and volatility in the global financial markets may accordingly affect our business, results of operations and
financial condition. These uncertainties, as well as future hostilities or other political instability in regions where our
vessels trade, could also affect trade volumes and patterns and adversely affect our operations, and otherwise have a
material adverse effect on our business, results of operations and financial condition, as well as our cash flows.

Further, as a result of the ongoing political and economic turmoil in Greece resulting from the sovereign debt crisis
and the related austerity measures implemented by the Greek government, the operations of our managers located in
Greece may be subjected to new regulations and potential shift in government policies that may require us to incur
new or additional compliance or other administrative costs and may require the payment of new taxes or other fees.
We also face the risk that strikes, work stoppages, civil unrest and violence within Greece may disrupt the shoreside
operations of our managers located in Greece.

Specifically, these issues, along with the re-pricing of credit risk and the difficulties currently experienced by financial
institutions, have made, and will likely continue to make, it difficult to obtain financing. As a result of the disruptions
in the credit markets and higher capital requirements, many lenders have increased margins on lending rates, enacted
tighter lending standards, required more restrictive terms (including higher collateral ratios for advances, shorter
maturities and smaller loan amounts), or have refused to refinance existing debt at all. Furthermore, certain banks that
have historically been significant lenders to the shipping industry have reduced or ceased lending activities in the
shipping industry. Additional tightening of capital requirements and the resulting policies adopted by lenders, could
further reduce lending activities. We may experience difficulties obtaining financing commitments or be unable to
fully draw on the capacity under our committed term loans in the future, if our lenders are unwilling to extend
financing to us or unable to meet their funding obligations due to their own liquidity, capital or solvency issues. We
cannot be certain that financing will be available on acceptable terms or at all. If financing is not available when
needed, or is available only on unfavorable terms, we may be unable to meet our future obligations as they come due.
Our failure to obtain such funds could have a material adverse effect on our business, results of operations and
financial condition, as well as our cash flows. In the absence of available financing, we also may be unable to take
advantage of business opportunities or respond to competitive pressures.

The New York Stock Exchange may delist our common stock from trading on its exchange, which could limit your
ability to trade our common stock and subject us to additional trading restrictions.
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A company is not in compliance with the continued listing standards set forth in Section 802.01C of the NYSE Listed
Company Manual if the average closing price of that company s common stock is less than $1.00 over a consecutive
30 trading-day period.

Since March 26, 2018, the closing price of our common stock was less than $1.00.

Under the NYSE Listed Company Manual, a listed company is generally afforded a six-month period following
receipt of the NYSE deficiency notice to regain compliance, after which the NYSE will commence suspension of
trading and delisting procedures. Regaining compliance requires, on the last trading day of any calendar month, a
company s common stock price per share and 30 trading-day average closing share price to be at least $1.00. During
this six month period, a company s common stock will continue to be traded on the NYSE, subject to compliance with
other continued listing requirements and further subject to the discretion of the NYSE to commence delisting
procedures against a company s common stock for other reasons, such as selling for an abnormally low price.

While we are currently in compliance with the NYSE listing standards, we cannot assure you that our common stock
will continue to be listed on NYSE in the future.
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If our common stock ultimately were to be delisted for any reason, we could face significant material adverse
consequences, including:

a limited availability of market quotations for our common stock;

a limited amount of news and analyst coverage for us;

a decreased ability for us to issue additional securities or obtain additional financing in the future;

limited liquidity for our shareholders due to thin trading; and

loss of our tax exemption under Section 883 of the Internal Revenue Code of 1986, as amended (the
Code ), loss of preferential capital gain tax rates for certain dividends received by certain
non-corporate U.S. holders, and loss of mark-to-market election by U.S. holders in the event we are
treated as a passive foreign investment company ( PFIC ).
A decrease in the level of China s imports of raw materials or a decrease in trade globally could have a material
adverse impact on our charterers business and, in turn, could cause a material adverse impact on our results of
operations, financial condition and cash flows.

China imports significant quantities of raw materials. For example, in 2017, China imported 1.058 billion tons of iron
out of a total of 1.474 billion tons shipped globally accounting for about 72% of the global seaborne iron ore trade.
While it only accounted for 18% of seaborne coal movements of coal in 2017 according to current estimates

(217 million tons imported compared to 1.197 billion tons of seaborne coal traded globally), that is a decline from
over 22% in 2013 (264 million tons imported compared to 1.182 billion tons of seaborne coal traded globally). Our
dry bulk vessels are deployed by our charterers on routes involving dry bulk trade in and out of emerging markets, and
our charterers dry bulk shipping and business revenue may be derived from the shipment of goods within and to the
Asia Pacific region from various overseas export markets. Any reduction in or hindrance to China-based importers
could have a material adverse effect on the growth rate of China s imports and on our charterers business. For instance,
the government of China has implemented economic policies aimed at reducing pollution, increasing consumption of
domestically produced Chinese coal or promoting the export of such coal. This may have the effect of reducing the
demand for imported raw materials and may, in turn, result in a decrease in demand for dry bulk shipping.
Additionally, though in China there is an increasing level of autonomy and a gradual shift in emphasis to a market
economy and enterprise reform, many of the reforms, particularly some limited price reforms that result in the prices
for certain commodities being principally determined by market forces, are unprecedented or experimental and may be
subject to revision, change or abolition. The level of imports to and exports from China could be adversely affected by
changes to these economic reforms by the Chinese government, as well as by changes in political, economic and
social conditions or other relevant policies of the Chinese government.

For example, China imposes a new tax for non-resident international transportation enterprises engaged in the
provision of services of passengers or cargo, among other items, in and out of China using their own, chartered or
leased vessels, including any stevedore, warehousing and other services connected with the transportation. The
regulation broadens the range of international transportation companies who may find themselves liable for Chinese
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enterprise income tax on profits generated from international transportation services passing through Chinese ports.
This tax or similar regulations, such as the recently promoted environmental taxes on coal, by China may result in an
increase in the cost of raw materials imported to China and the risks associated with importing raw materials to China,
as well as a decrease in the quantity of raw materials to be shipped from our charterers to China. This could have an
adverse impact on our charterers business, operating results and financial condition and could thereby affect their
ability to make timely charter hire payments to us and to renew and increase the number of their time charters with us.

Our operations expose us to the risk that increased trade protectionism from China or other nations will adversely
affect our business. If the global recovery is undermined by downside risks and the recent economic downturn returns,
governments may turn to trade barriers to protect their domestic industries against foreign imports, thereby depressing
the demand for shipping. Specifically, increasing trade protectionism in the markets that our charterers serve may
cause (i) a decrease in cargoes available to our charterers in favor of local charterers and local owned ships and (ii) an
increase in the risks associated with importing goods to China. Any increased trade barriers or restrictions on trade,
especially trade with China, would have an adverse impact on our charterers business, operating results and financial
condition and could thereby affect their ability to make timely charter hire payments to us and to renew and increase
the number of their time charters with us. This could have a material adverse effect on our business, results of
operations, financial condition and our ability to pay cash distributions to our stockholders.
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When our contracts expire, we may not be able to successfully replace them, or we may not choose to enter into
long-term contracts at levels that are at or below operating costs.

The process for concluding contracts and longer term time charters generally involves a lengthy and intensive
screening and vetting process and the submission of competitive bids. In addition to the quality and suitability of the
vessel, medium and longer term shipping contracts tend to be awarded based upon a variety of other factors relating to
the vessel operator, including:

environmental, health and safety record;

compliance with regulatory industry standards;

reputation for customer service, technical and operating expertise;

shipping experience and quality of ship operations, including cost-effectiveness;

quality, experience and technical capability of crews;

the ability to finance vessels at competitive rates and overall financial stability;

relationships with shipyards and the ability to obtain suitable berths;

construction management experience, including the ability to procure on-time delivery of new vessels
according to customer specifications;

willingness to accept operational risks pursuant to the charter, such as allowing termination of the
charter for force majeure events; and

competitiveness of the bid in terms of overall price.
As a result of these factors, when our contracts including our long-term charters expire, we cannot assure you that we
will be able to replace them promptly or at all or at rates sufficient to allow us to operate our business profitably, to
meet our obligations, including payment of debt service to our lenders, or to pay dividends. Our ability to renew the
charter contracts on our vessels on the expiration or termination of our current charters, or, on vessels that we may
acquire in the future, the charter rates payable under any replacement charter contracts, will depend upon, among other
things, economic conditions in the sectors in which our vessels operate at that time, changes in the supply and demand
for vessel capacity and changes in the supply and demand for the transportation of commodities. During periods of
market distress when long-term charters may be renewed at rates at or below operating costs, we may not choose to
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charter our vessels for longer terms particularly if doing so would create an ongoing negative cash flow during the
period of the charter. We may instead choose or be forced to idle our vessels or lay them up or scrap them depending
on market conditions and outlook at the time those vessels become available for charter.

However, if we are successful in employing our vessels under longer-term time charters, our vessels will not be
available for trading in the spot market during an upturn in the market cycle, when spot trading may be more
profitable. If we cannot successfully employ our vessels in profitable charter contracts, our results of operations and
operating cash flow could be materially adversely affected.

We may employ vessels on the spot market and thus expose ourselves to risk of losses based on short-term
decreases in shipping rates.

We periodically employ some of our vessels on a spot basis. The spot charter market is highly competitive and freight
rates within this market are highly volatile, while longer-term charter contracts provide income at pre-determined rates
over more extended periods of time. We cannot assure you that we will be successful in keeping our vessels fully
employed in these short-term markets, or that future spot rates will be sufficient to enable such vessels to be operated
profitably. A significant decrease in spot market rates or our inability to fully employ our vessels by taking advantage
of the spot market would result in a reduction of the incremental revenue received from spot chartering and adversely
affect our results of operations, including our profitability and cash flows, with the result that our ability to pay debt
service and dividends could be impaired.

Additionally, if spot market rates or short-term time charter rates become significantly lower than the time charter
equivalent rates that some of our charterers are obligated to pay us under our existing charters, the charterers may have
incentive to default under that charter or attempt to renegotiate the charter. If our charterers fail to pay their
obligations, we would have to attempt to re-charter our vessels at lower charter rates, which would affect our ability to
comply with our loan covenants and operate our vessels profitably. If we are not able to comply with our loan
covenants and our lenders choose to accelerate our indebtedness and foreclose their liens, we could be required to sell
vessels in our fleet and our ability to continue to conduct our business would be impaired.
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We depend upon significant customers for part of our revenues. The loss of one or more of these customers or a
decline in the financial capability of our customers could materially adversely affect our financial performance.

We derive a significant part of our revenue from a small number of charterers. During the years ended December 31,
2017, 2016 and 2015, we derived approximately 31.1%, 41.1%, and 33.8%, respectively, of our gross revenues from
four customers. For the year ended December 31, 2017, no customers accounted for more than 10% of the Company s
revenue. For the year ended December 31, 2016, two customers accounted for 14.7% and 13.1%, respectively, of the
Company s revenue. For the year ended December 31, 2015, one customer accounted for 15.1% of the Company s
revenue.

We could lose a customer or the benefits of a time charter if, among other things:

the customer fails to make charter payments because of its financial inability, disagreements with us or
otherwise, which risk is increasing due to the current economic environment;

the customer terminates the charter because we fail to deliver the vessel within a fixed period of time,
the vessel is lost or damaged beyond repair, there are serious deficiencies in the vessel or prolonged
periods of off-hire, default under the charter; or

the customer terminates the charter because the vessel has been subject to seizure for more than a
specified number of days.
Furthermore, a number of our charters are at above-market rates, such that any loss of such charter may require us to
recharter the vessel at lower rates. Additionally, our charterers from time to time have sought to renegotiate their
charter rates with us. We no longer maintain insurance against the risk of default by our customers.

If one or more of our customers is unable to perform under one or more charters with us and we are not able to find a
replacement charter, or if a charterer exercises certain rights to terminate the charter, or if a charterer is unable to make
its charter payments in whole or in part, we could suffer a loss of revenues that could materially adversely affect our
business, financial condition and results of operations.

We are subject to certain credit risks with respect to our counterparties on contracts, and the failure of such
counterparties to meet their obligations could cause us to suffer losses on such contracts and thereby decrease
revenues.

We charter-out our vessels to other parties who pay us a daily rate of hire. We also enter into contracts of
affreightment ( COAs ) pursuant to which we agree to carry cargoes, typically for industrial customers, who export or
import dry bulk cargoes. Additionally, we may enter into Forward Freight Agreements ( FFAs ), parts of which are
traded over-the-counter. We also enter into spot market voyage contracts, where we are paid a rate per ton to carry a
specified cargo on a specified route. The FFAs and these contracts and arrangements subject us to counterparty credit
risks at various levels. If the counterparties fail to meet their obligations, we could suffer losses on such contracts,
which could materially adversely affect our financial condition and results of operations. In addition, if a charterer
defaults on a time charter, we may only be able to enter into new contracts at lower rates. It is also possible that we
would be unable to secure a charter at all. If we re-charter the vessel at lower rates or not at all, our financial condition
and results of operations could be materially adversely affected.
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Trading and complementary hedging activities in freight, tonnage and FFAs subject us to trading risks, and we
may suffer trading losses, which could adversely affect our financial condition and results of operations.

Due to dry bulk shipping market volatility, success in this shipping industry requires constant adjustment of the
balance between chartering-out vessels for long periods of time and trading them on a spot basis. A long-term contract
to charter a vessel might lock us into a profitable or unprofitable situation depending on the direction of freight rates
over the term of the contract. We may seek to manage and mitigate that risk through trading and complementary
hedging activities in freight, tonnage and FFAs. We may trade FFAs with an objective of both economically hedging
the risk on the fleet, specific vessels or freight commitments and taking advantage of short-term fluctuations in market
prices. There can be no assurance that we will be able at all times to successfully protect ourselves from volatility in
the shipping market. We may not successfully mitigate our risks, leaving us exposed to unprofitable contracts, and
may suffer trading losses resulting from these hedging activities.

We are subject to certain operating risks, including vessel breakdowns or accidents, that could result in a loss of
revenue from the chartered-in vessels and which in turn could have an adverse effect on our results of operations
or financial condition.

Our exposure to operating risks of vessel breakdown and accidents mainly arises in the context of our owned vessels.
The rest of our core fleet is chartered-in under time charters and, as a result, most operating risks relating to these time
chartered vessels remain with their owners. If we pay hire on a chartered-in vessel at a lower rate than the rate of hire
it receives from a sub-charterer to whom we have chartered out the vessel, a breakdown or loss of the vessel due to an
operating risk suffered by the owner will, in all
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likelihood, result in our loss of the positive spread between the two rates of hire. Although we maintain insurance
policies (subject to deductibles and exclusions) to cover us against the loss of such spread through the sinking or other
loss of a chartered-in vessel, we cannot assure you that we will be covered under all circumstances or that such
policies will be available in the future on commercially reasonable terms. Breakdowns or accidents involving our
vessels and losses relating to chartered vessels, which are not covered by insurance, would result in a loss of revenue
from the affected vessels adversely affecting our financial condition and results of operations.

Risks inherent in the operation of ocean-going vessels could affect our business and reputation, which could
adversely affect our expenses, net income, cash flow and the price of our common stock.

The operation of ocean-going vessels entails certain inherent risks that may materially adversely affect our business
and reputation, including:

the damage or destruction of vessels due to marine disaster such as a collision;

the loss of a vessel due to piracy and terrorism;

cargo and property losses or damage as a result of the foregoing or drastic causes such as human error,
mechanical failure and bad weather;

environmental accidents as a result of the foregoing; and

business interruptions and delivery delays caused by mechanical failure, human error, war, terrorism,

disease and quarantine, political action in various countries, labor strikes or adverse weather

conditions.
Such occurrences could result in death or injury to persons, loss of property or environmental damage, delays in the
delivery of cargo, loss of revenues from or termination of charter contracts, governmental fines, penalties or
restrictions on conducting business, litigation with our employees, customers or third parties, higher insurance rates,
and damage to our reputation and customer relationships generally. Although we maintain hull and machinery and war
risks insurance, as well as protection and indemnity insurance, which may cover certain risks of loss resulting from
such occurrences, our insurance coverage may be subject to caps or not cover such losses and any of these
circumstances or events could increase our costs or lower our revenues. The involvement of our vessels in an
environmental disaster may harm our reputation as a safe and reliable vessel owner and operator. Any of these results
could have a material adverse effect on business, results of operations and financial condition, as well as our cash
flows.

We are subject to various laws, regulations and conventions, including environmental and safety laws that could
require significant expenditures both to maintain compliance with such laws and to pay for any uninsured

environmental liabilities including any resulting from a spill or other environmental incident.

The shipping business and vessel operation are materially affected by government regulation in the form of
international conventions, national, state and local laws, and regulations in force in the jurisdictions in which vessels
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operate, as well as in the country or countries of their registration. Governmental regulations, safety or other
equipment standards, as well as compliance with standards imposed by maritime self-regulatory organizations and
customer requirements or competition, may require us to make capital and other expenditures. Because such
conventions, laws and regulations are often revised, we cannot predict the ultimate cost of complying with such
conventions, laws and regulations, or the impact thereof on the fair market price or useful life of our vessels. In order
to satisfy any such requirements, we may be required to take any of our vessels out of service for extended periods of
time, with corresponding losses of revenues. In the future, market conditions may not justify these expenditures or
enable us to operate our vessels, particularly older vessels, profitably during the remainder of their economic lives.
This could lead to significant asset write downs. In addition, violations of environmental and safety regulations can
result in substantial penalties and, in certain instances, seizure or detention of our vessels.

Additional conventions, laws and regulations may be adopted that could limit our ability to do business, require

capital expenditures or otherwise increase our cost of doing business, which may materially adversely affect our
operations, as well as the shipping industry generally. In various jurisdictions legislation has been enacted, or is under
consideration, that would impose more stringent requirements on air pollution and effluent discharges from our

vessels. For example, the International Maritime Organization ( IMO ) periodically proposes and adopts amendments to
revise the International Convention for the Prevention of Pollution from Ships ( MARPOL ), such as the revision to
Annex VI, which came into force on July 1, 2010. The revised Annex VI implements a phased reduction of the sulfur
content of fuel and allows for stricter sulfur limits in designated emission control areas ( ECAs ). Thus far, ECAs have
been formally adopted for the Baltic Sea area (limiting SOx emissions only), the North Sea area including the English
Channel (limiting SOx emissions only) and the North American ECA (which came into effect on August 1, 2012
limiting SOx, NOx and particulate matter emissions). In October 2016, the IMO approved the designation of the

North Sea and Baltic Sea as ECAs for NOx under Annex VI, which is scheduled for adoption in 2017 and would take
effect in January 2021. The U.S. Caribbean Sea ECA entered into force on January 1, 2013 and has been effective

since January 1, 2014, limiting SOx, NOx and particulate matter emissions. In January 2015, the limit for fuel oil

sulfur levels fell to 0.10% m/m in ECAs established to limit SOx and particulate matter emissions.
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After considering the issue for many years, the IMO announced on October 27, 2016 that it was proceeding with a
requirement for 0.5% m/m sulfur content in marine fuel (down from current levels of 3.5%) outside the ECAs starting
on January 1, 2020. Under Annex VI, the 2020 date was subject to review as to the availability of the required fuel oil.
Annex VI required the fuel availability review to be completed by 2018 but was ultimately completed in 2016.
Therefore, by 2020, ships will be required to remove sulfur from emissions through the use of emission control
equipment, or purchase marine fuel with 0.5% sulfur content, which may see increased demand and higher prices due
to supply constraints. Installing pollution control equipment or using lower sulfur fuel could result in significantly
increased costs to our company. Similarly, MARPOL Annex VI requires Tier III standards for NOx emissions to be
applied to ships constructed and engines installed in ships operating in NOx ECAs from January 1, 2016.

Certain jurisdictions have adopted more stringent requirements. For instance, California has adopted more stringent
low sulfur fuel requirements within California regulated waters. Compliance with new emissions standards could
require modifications to vessels or the use of more expensive fuel. While it is unclear how new emissions standards
will affect the employment of our vessels, over time it is possible that ships not retrofitted to comply with new
standards may become less competitive.

In addition, the IMO, the U.S. and states within the U.S. have proposed or implemented requirements relating to the
management of ballast water to prevent the harmful effects of foreign invasive species. These ballast water proposals
and requirements are discussed below in the risk factor relating to ballast water.

The operation of vessels is also affected by the requirements set forth in the International Safety Management ( ISM )
Code. The ISM Code requires shipowners and bareboat charterers to develop and maintain an extensive Safety
Management System (the SMS ) that includes the adoption of a safety and environmental protection policy setting
forth instructions and procedures for safe vessel operation and describing procedures for dealing with emergencies.
Further to this, the IMO has introduced the first ever mandatory measures for an international greenhouse gas
reduction regime for a global industry sector. These energy efficiency measures took effect on January 1, 2013 and
apply to all ships of 400 gross tonnage and above. They include the development of a ship energy efficiency
management plan ( SEEMP ) which is akin to a safety management plan, with which the industry will have to comply.
The failure of a ship owner or bareboat charterer to comply with the ISM Code and IMO measures may subject such
party to withdrawal of the permit to operate or manage the vessels, increased liability, decreased available insurance
coverage for the affected vessels, and may result in a denial of access to, or detention in, certain ports.

We operate a fleet of vessels that are subject to national and international laws governing pollution from such vessels.
Several international conventions impose and limit pollution liability from vessels. An owner of a tanker vessel
carrying a cargo of persistent oil as defined by the International Convention for Civil Liability for Oil Pollution
Damage (the CLC ) is subject under the convention to strict liability for any pollution damage caused in a contracting
state by an escape or discharge from cargo or bunker tanks. This liability is subject to a financial limit calculated by
reference to the tonnage of the ship, and the right to limit liability may be lost if the spill is caused by the shipowner s
intentional or reckless conduct. Liability may also be incurred under the CLC for a bunker spill from the vessel even
when she is not carrying such cargo, but is in ballast.

When a tanker is carrying clean oil products that do not constitute persistent oil that would be covered under the CLC,
liability for any pollution damage will generally fall outside the CLC and will depend on other international

conventions or domestic laws in the jurisdiction where the spillage occurs. The same principle applies to any pollution
from the vessel in a jurisdiction, which is not a party to the CLC. The CLC applies in over 100 jurisdictions around

the world, but it does not apply in the U.S., where the corresponding liability laws such as the Oil Pollution Act of

1990 (the OPA 90 ) discussed below, are particularly stringent.
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For vessel operations not covered by the CLC, including those operated under our fleet, international liability for oil
pollution is governed by the International Convention on Civil Liability for Bunker Oil Pollution Damage (the Bunker
Convention ). In 2001, the IMO adopted the Bunker Convention, which imposes strict liability on shipowners for
pollution damage and response costs incurred in contracting states caused by discharges, or threatened discharges, of
bunker oil from all classes of ships not covered by the CLC. The Bunker Convention also requires registered owners
of ships over a certain size to maintain insurance to cover their liability for pollution damage in an amount equal to the
limits of liability under the applicable national or international limitation regime, including liability limits calculated
in accordance with the Convention on Limitation of Liability for Maritime Claims 1976, as amended (the 1976
Convention ), discussed in more detail in the following paragraph. The Bunker Convention became effective in
contracting states on November 21, 2008 and as of February 7, 2017, had 83 contracting states. In non-contracting
states, liability for such bunker oil pollution typically is determined by the national or other domestic laws in the
jurisdiction where the spillage occurs.

The CLC and Bunker Convention also provide vessel owners a right to limit their liability, depending on the

applicable national or international regime. The CLC includes its own liability limits. The 1976 Convention is the

most widely applicable international regime limiting maritime pollution liability. Rights to limit liability under the
1976 Convention are forfeited where a spill is caused by a shipowner s intentional or reckless conduct. Certain
jurisdictions have ratified the IMO s Protocol of 1996 to the 1976 Convention, referred to herein as the Protocol of
1996. The Protocol of 1996 provides for substantially higher liability limits in those jurisdictions than the limits set
forth in the 1976 Convention. Finally, some jurisdictions, such as the U.S., are not a party to either the 1976
Convention or the Protocol of 1996, and, therefore, a shipowner s rights to limit liability for maritime pollution in such
jurisdictions may be uncertain.
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Environmental legislation in the U.S. merits particular mention as it is in many respects more onerous than
international laws, representing a high-water mark of regulation with which ship owners and operators must comply,
and of liability likely to be incurred in the event of non-compliance or an incident causing pollution. Though it has
been eight years since the Deepwater Horizon oil spill in the Gulf of Mexico (the Deepwater Horizon incident ), such
regulation may become even stricter because of the incident s impact. In the U.S., the OPA90 establishes an extensive
regulatory and liability regime for the protection and cleanup of the environment from cargo and bunker oil spills
from vessels, including tankers. The OPA 90 covers all owners and operators whose vessels trade in the U.S., its
territories and possessions or whose vessels operate in U.S. waters, which includes the U.S. s territorial sea and its 200
nautical mile exclusive economic zone. Under the OPA 90, vessel owners, operators and bareboat charterers are
responsible parties and are jointly, severally and strictly liable (unless the spill results solely from the act or omission
of a third party, an act of God or an act of war) for all containment and clean-up costs and other damages arising from
discharges or substantial threats of discharges, of oil from their vessels. The U.S. Congress has in the past considered
bills to strengthen certain requirements of the OPA 90; similar legislation may be introduced in the future. Further,
under the federal Comprehensive Environmental Response, Compensation and Liability Act ( CERCLA ) and similar
state laws, investigation and cleanup requirements for threatened or actual releases of hazardous substances may be
imposed upon owners and operators of vessels, on a joint and several basis, regardless of fault or the legality of the
original activity that resulted in the release of hazardous substances.

In addition to potential liability under the federal OPA 90, vessel owners may in some instances incur liability on an
even more stringent basis under state law in the particular state where the spillage occurred. For example, California
regulations prohibit the discharge of oil, require an oil contingency plan be filed with the state, require that the ship
owner contract with an oil response organization and require a valid certificate of financial responsibility, all prior to
the vessel entering state waters.

In recent years, the EU has become increasingly active in the field of regulation of maritime safety and protection of
the environment. In some areas of regulation, the EU has introduced new laws without attempting to procure a
corresponding amendment to international law. Notably, the EU adopted in 2005 a directive, as amended in 2009, on
ship-source pollution, imposing criminal sanctions for pollution not only where pollution is caused by intent or
recklessness (which would be an offence under MARPOL), but also where it is caused by serious negligence. The
concept of serious negligence may be interpreted in practice to be little more than ordinary negligence. The directive
could therefore result in criminal liability being incurred in circumstances where it would not be incurred under
international law.

The EU has also issued Directive 2013/30/EU of the European Parliament and of the Council of June 12, 2013 on
safety of offshore oil and gas operations. The objective of this Directive is to reduce as much as possible the
occurrence of major accidents relating to offshore oil and gas operations and to limit their consequences, thus
increasing the protection of the marine environment and coastal economies against pollution, establishing minimum
conditions for safe offshore exploration and exploitation of oil and gas and limiting possible disruptions to EU
indigenous energy production, and to improve the response mechanisms in case of an accident. The Directive was
implemented on July 19, 2015. As far as the environment is concerned, the U.K. has various new or amended
regulations such as: the Offshore Petroleum Activities (Offshore Safety Directive) (Environmental Functions)
Regulations 2015 (OSDEF), the 2015 amendments to the Merchant Shipping (Oil Pollution Preparedness, Response
and Cooperation Convention) Regulations 1998 (OPRC 1998) and other environmental Directive requirements,
specifically the Environmental Management System. The Offshore Petroleum Licensing (Offshore Safety Directive)
Regulations 2015 will implement the licensing Directive requirements.

Criminal liability for a pollution incident could not only result in us incurring substantial penalties or fines, but may
also, in some jurisdictions, facilitate civil liability claims for greater compensation than would otherwise have been
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We maintain insurance coverage for each owned vessel in our fleet against pollution liability risks in the amount of
$1.0 billion in the aggregate for any one event. The insured risks include penalties and fines as well as civil liabilities
and expenses resulting from accidental pollution. However, this insurance coverage is subject to exclusions,
deductibles and other terms and conditions. If any liabilities or expenses fall within an exclusion from coverage, or if
damages from a catastrophic incident exceed the aggregate liability of $1.0 billion for any one event, our cash flow,
profitability and financial position would be adversely impacted.

We may be required to make significant investments in ballast water management, which may have a material
adverse effect on our future performance, results of operations, and financial position.

As discussed above, the International Convention for the Control and Management of Vessels Ballast Water and
Sediments (the BWM Convention ) which was adopted in February 2004 aims to prevent the spread of harmful aquatic
organisms from one region to another, by establishing standards and procedures for the management and control of
ships ballast water and sediments. The BWM Convention s implementing regulations call for a phased introduction of
mandatory ballast water exchange requirements, to be replaced in time with mandatory concentration limits, as well as
other obligations, including recordkeeping requirements and implementation of a Ballast Water and Sediments
Management Plan. The BWM Convention stipulates that it will enter into force twelve months after it has been

adopted by at least 30 states, the combined merchant fleets of which represent at least 35% of the gross tonnage of the
world s merchant shipping. With Finland s accession to the Agreement on September 8, 2016, the 35% threshold was
reached, and the BWM convention entered into force on September 8, 2017. Thereafter, on October 19, 2016, Panama
also acceded to the BWM convention, adding its 18.02% of world gross tonnage. As of September 8, 2017, the BWM
Convention had 69 contracting states for
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75.11% of world gross tonnage. Although new ships constructed after September 8, 2017 must comply on delivery
with the BWM Convention, implementation of the BWM Convention has been delayed for existing vessels
(constructed prior to September 8, 2017) for a further two years. For such existing vessels, installation of ballast water
management systems must take place at the first renewal survey following September 8, 2017 (the date the BWM
Convention entered into force). The BWM Convention requires ships to manage ballast water in a manner that
removes, renders harmless or avoids the update or discharge of aquatic organisms and pathogens within ballast water
and sediment. Recently updated Ballast Water and Sediment Management Plan guidance includes more robust testing
and performance specifications. The entry of the BWM Convention and revised guidance, as well as similar ballast
water treatment requirements in certain jurisdictions (such as the U.S. and states within the U.S.), will likely result in
compliance costs relating to the installation of equipment on our vessels to treat ballast water before it is discharged
and other additional ballast water management and reporting requirements. Investments in ballast water treatment may
have a material adverse effect on our future performance, results of operations, cash flows and financial position.

Climate change and government laws and regulations related to climate change could negatively impact our
financial condition.

We are and will be, directly and indirectly, subject to the effects of climate change and may, directly or indirectly, be
affected by government laws and regulations related to climate change. A number of countries have adopted or are
considering the adoption of, regulatory frameworks to reduce greenhouse gas emissions. In the U.S., the United States
Environmental Protection Agency ( EPA ) has declared greenhouse gases to be dangerous pollutants and has issued
greenhouse gas reporting requirements for emissions sources in certain industries (which does not include the shipping
industry). EPA does require owners of vessels subject to MARPOL Annex VI to maintain records for nitrogen oxides
standards and in-use fuel specifications. In addition, while the emissions of greenhouse gases from international
shipping are not subject to the Kyoto Protocol to the United Nations Framework Convention on Climate Change(the

UNFCCC ), which requires adopting countries to implement national programs to reduce greenhouse gas emissions,
the IMO intends to develop limits on greenhouse gases from international shipping. It has responded to the global
focus on climate change and greenhouse gas emissions by developing specific technical and operational efficiency
measures and a work plan for market-based mechanisms in 2011. These include the mandatory measures of the ship
energy efficiency management ( SEEMP ), outlined above, and an energy efficiency design index ( EEDI ) for new
ships. The IMO is also considering its position on market-based measures through an expert working group. Among
the numerous proposals being considered by the working group are the following: a port state levy based on the
amount of fuel consumed by the vessel on its voyage to the port in question; a global emissions trading scheme which
would allocate emissions allowances and set an emissions cap; and an international fund establishing a global
reduction target for international shipping, to be set either by the UNFCCC or the IMO.

At its 64th session (2012), the IMO s Marine Environment Protection Committee (the MEPC ) indicated that 2015 was
the target year for member states to identify market-based measures for international shipping. At its 66th session in
2014, the MEPC continued its work on developing technical and operational measures relating to energy-efficiency
measures for ships, following the entry into force of the mandatory efficiency measures on January 1, 2013. It adopted
the 2014 Guidelines on the Method of Calculation of the Attained EEDI, applicable to new ships. It further adopted
amendments to MARPOL Annex VI concerning the extension of the scope of application of the EEDI to Liquified
Natural Gas ( LNG ) carriers, ro-ro cargo ships (vehicle carriers), ro-ro passenger ships and cruise passengers ships
with nonconventional propulsion. At its 67th session (2014), the MEPC adopted the 2014 Guidelines on survey and
certification of the EEDI, updating the previous version to reference ships fitted with dual-fuel engines using LNG
and liquid fuel oil. The MEPC also adopted amendments to the 2013 Interim Guidelines for determining minimum
propulsion power to maintain the maneuverability of ships in adverse conditions, to make the guidelines applicable to
phase 1 (starting January 1, 2015) of the EEDI requirements. At its 68th session (2015), the MEPC amended the 2014
Guidelines on EEDI survey and certification as well as the method of calculating of EEDI for new ships, the latter of
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which was again amended at the 70th session (2016). At its 70th session, the MEPC also adopted mandatory
requirements for ships of 5,000 gross tonnage or greater to collect fuel consumption data for each type of fuel used,
and report the data to the flag State after the end of each calendar year.

Although regulation of greenhouse gas emissions in the shipping industry was discussed during the 2015 UN Climate
Change Conference in Paris (the Paris Conference ), the agreement reached among the 195 nations did not expressly
reference the shipping industry. Following the Paris Conference, the IMO announced it would continue its efforts on
this issue at the MEPC, and at its 70th session, the MEPC approved a Roadmap for developing a comprehensive GHG
emissions reduction strategy for ships, which includes the goal of adopting an initial strategy and emission reduction
commitments in 2018. The Roadmap also provides for additional studies and further intersessional work, to be
continued at the 71st session in 2017, with a goal of adopting a revised strategy in 2023 to include short-, mid- and
long-term reduction measures and schedules for implementation. In April 2018, the committee charged with creating
the reduction strategy must finalize the initial draft of the strategy and submit a report to MEPC.

The EU announced in April 2007 that it planned to expand the EU emissions trading scheme (  ETS ) by adding vessels,
as ETS-regulated businesses required to report on carbon emissions and subject to a credit trading system for carbon
allowances. A proposal from the European Commission was expected if no global regime for reduction of seaborne
emissions had been agreed to by the end of 2011. On October 1, 2012, the European Commission announced that it
would propose measures to monitor, verify and report on greenhouse-gas emissions from the shipping sector. On

June 28, 2013, the European Commission adopted a communication setting out a strategy for progressively including
greenhouse gas emissions from maritime transport in the EU s policy for reducing its overall greenhouse emissions.

The first step proposed by the European Commission was an EU Regulation to an EU-wide system for the
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monitoring, reporting and verification of carbon dioxide emissions from large ships starting in 2018. The EU
Regulation (2015/757) was adopted on April 29, 2015 and took effect on July 1, 2015, with monitoring, reporting and
verification requirements beginning on January 1, 2018. This Regulation appears to be indicative of an intent to
maintain pressure on the international negotiating process. The European Commission also adopted an Implementing
Regulation, which entered into force in November 2016, setting templates for monitoring plans, emissions reports and
compliance documents pursuant to Regulation 2015/757.

In February 2017, EU member states met to consider independently regulating the shipping industry under the ETS.
On February 15, 2017, European Parliament voted in favor of a bill to include maritime shipping in the ETS by 2023
if the IMO has not promulgated a comparable system by 2021. In November 2017, the Council of Ministers, the EU s
main decision making body, agreed that the EU should act on shipping emissions by 2023 if the IMO fails to deliver
effective global measures. Last year, IMO s urgent call to action to bring about shipping greenhouse gas emissions
reductions before 2023 was met with industry push-back in many countries. Depending on how fast IMO and the EU
move on this issue, the ETS may result in additional compliance costs for our vessels.

We cannot predict with any degree of certainty what effect, if any possible climate change and government laws and
regulations related to climate change will have on our operations, whether directly or indirectly. However, we believe
that climate change, including the possible increase in severe weather events resulting from climate change, and
government laws and regulations related to climate change may affect, directly or indirectly, (i) the cost of the vessels
we may acquire in the future, (ii) our ability to continue to operate as we have in the past, (iii) the cost of operating
our vessels, and (iv) insurance premiums, deductibles and the availability of coverage. As a result, our financial
condition could be negatively impacted by significant climate change and related governmental regulation, and that
impact could be material.

We are subject to vessel security regulations and will incur costs to comply with recently adopted regulations and
we may be subject to costs to comply with similar regulations that may be adopted in the future in response to
terrorism.

Since the terrorist attacks of September 11, 2001, there has been a variety of initiatives intended to enhance vessel
security. On November 25, 2002, the Maritime Transportation Security Act of 2002 ( MTSA ), came into effect. To
implement certain portions of the MTSA, in July 2003, the U.S. Coast Guard issued regulations requiring the
implementation of certain security requirements aboard vessels operating in waters subject to the jurisdiction of the
U.S.. Similarly, in December 2002, amendments to the International Convention for the Safety of Life at Sea,

( SOLAS ), created a new chapter of the convention dealing specifically with maritime security. The new chapter went
into effect in July 2004, and imposes various detailed security obligations on vessels and port authorities, most of

which are contained in the newly created International Ship and Port Facilities Code, or ISPS Code. Among the

various requirements are:

on-board installation of automatic information systems, ( AIS ), to enhance vessel-to-vessel and
vessel-to-shore communications;

on-board installation of ship security alert systems;

the development of vessel security plans; and
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compliance with flag state security certification requirements.
Furthermore, additional security measures could be required in the future, which could have a significant financial
impact on us. The U.S. Coast Guard regulations, intended to be aligned with international maritime security standards,
exempt non-U.S. vessels from MTSA vessel security measures, provided such vessels have on board a valid
International Ship Security Certificate, or ISSC, that attests to the vessel s compliance with SOLAS security
requirements and the ISPS Code. We will implement the various security measures addressed by the MTSA, SOLAS
and the ISPS Code and take measures for the vessels to attain compliance with all applicable security requirements
within the prescribed time periods. Although management does not believe these additional requirements will have a
material financial impact on our operations, there can be no assurance that there will not be an interruption in
operations to bring vessels into compliance with the applicable requirements and any such interruption could cause a
decrease in charter revenues. Furthermore, additional security measures could be required in the future, which could
have a significant financial impact on us.

The cost of vessel security measures has also been affected by acts of piracy against ships. Attacks of this kind have
commonly resulted in vessels and their crews being detained for several months, and being released only on payment
of large ransoms. Substantial loss of revenue and other costs may be incurred as a result of such detention. Although
we insure against these losses to the extent practicable, the risk remains of uninsured losses, which could significantly
affect our business. Costs are incurred in taking additional security measures in accordance with Best Management
Practices to Deter Piracy, notably those contained in the BMP3 industry standard. A number of flag states have signed
the 2009 New York Declaration, which expresses commitment to Best Management Practices in relation to piracy and
calls for compliance with them as an essential part of compliance with the ISPS Code.
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Acts of piracy on ocean-going vessels could adversely affect our business.

Acts of piracy have historically affected ocean-going vessels trading in certain regions of the world, such as the South
China Sea and the Gulf of Aden off the coast of Somalia. Piracy continues to occur in the Gulf of Aden off the coast
of Somalia and increasingly in the Gulf of Guinea. Although both the frequency and success of attacks have
diminished recently, we still consider potential acts of piracy to be a material risk to the international container
shipping industry, and protection against this risk requires vigilance. Our vessels regularly travel through regions
where pirates are active. Crew costs, including those due to employing onboard security guards, could increase in such
circumstances. While the use of security guards is intended to deter and prevent the hijacking of our vessels, it could
also increase our risk of liability for death or injury to persons or damage to personal property. In addition, while we
believe the charterer remains liable for charter payments when a vessel is seized by pirates, the charterer may dispute
this and withhold charter hire until the vessel is released. A charterer may also claim that a vessel seized by pirates
was not on-hire for a certain number of days and it is therefore entitled to cancel the charter party, a claim that we
would dispute. We may not be adequately insured to cover losses from these incidents, which could have a material
adverse effect on our results of operations, financial condition and ability to make distributions. Crew costs could also
increase in such circumstances. We may not be adequately insured to cover losses from acts of terrorism, piracy,
regional conflicts and other armed actions.

Political and government instability, terrorist attacks, increased hostilities or war could lead to further economic
instability, increased costs and disruption of our business.

We are an international company and conduct our operations primarily outside the U.S.. Changing economic, political
and governmental conditions in the countries where we are engaged in business or where our vessels are registered
will affect us. Terrorist attacks, such as the attacks in the U.S. on September 11, 2001 and the U.S. continuing
response to these attacks, and in Paris on January 7, 2015 and on November 13, 2015, the bombings in Spain on
March 11, 2004 and in Brussels on March 22, 2016, and the attacks in London on July 7, 2005, the recent conflicts in
Iraq, Afghanistan, Syria, Ukraine and other current and future conflicts, and the continuing response of the U.S. to
these attacks, as well as the threat of future terrorist attacks, continue to cause uncertainty in the world financial
markets, including the energy markets. Continuing hostilities in the Middle East may lead to additional armed
conflicts or to further acts of terrorism and civil disturbance in the U.S. or elsewhere, which could result in increased
volatility and turmoil in the financial markets and may contribute further to economic instability. Current and future
conflicts and terrorist attacks may adversely affect our business, operating results, financial condition, ability to raise
capital and future growth. Terrorist attacks on vessels, such as the October 2002 attack on the M/V Limburg, a VLCC
not related to us, may in the future also negatively affect our operations and financial condition and directly impact
our vessels or our customers.

Furthermore, our operations may be adversely affected by changing or adverse political and governmental conditions
in the countries where our vessels are flagged or registered and in the regions where we otherwise engage in business.
Any disruption caused by these factors may interfere with the operation of our vessels, which could harm our
business, financial condition and results of operations. Our operations may also be adversely affected by expropriation
of vessels, taxes, regulation, tariffs, trade embargoes, economic sanctions or a disruption of or limit to trading
activities, or other adverse events or circumstances in or affecting the countries and regions where we operate or
where we may operate in the future.

Governments could requisition our vessels during a period of war or emergency, resulting in a loss of earnings

A government of the jurisdiction where one or more of our vessels are registered could requisition for title or seize our
vessels. Requisition for title occurs when a government takes control of a vessel and becomes its owner. In addition, a
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government could requisition our vessels for hire. Requisition for hire occurs when a government takes control of a
ship and effectively becomes the charterer at dictated charter rates. Generally, requisitions occur during a period of
war or emergency, although governments may elect to requisition vessels in other circumstances. Although we would
expect to be entitled to compensation in the event of a requisition of one or more of our vessels, the amount and
timing of payment, if any, would be uncertain. Government requisition of one or more of our vessels may cause us to
breach covenants in certain of our credit facilities, and could have a material adverse effect on our business and results
of operations and financial condition.

A failure to pass inspection by classification societies could result in one or more vessels being unemployable
unless and until they pass inspection, resulting in a loss of revenues from such vessels for that period and a
corresponding decrease in operating cash flows.

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 with SOLAS. Our owned fleet is currently
enrolled with Nippon Kaiji Kiokai, Bureau Veritas, Lloyd s Register, DNV GL and American Bureau of Shipping.

A vessel must undergo an annual survey, an intermediate survey and a special survey. In lieu of a special survey, a
vessel s machinery may be on a continuous survey cycle, under which the machinery would be surveyed periodically
over a five-year period. Our vessels are on special survey cycles for hull inspection and continuous survey cycles for
machinery inspection. Every vessel is also required to be drydocked every two to three years for inspection of the
underwater parts of such vessel.
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If any vessel fails any annual survey, intermediate survey or special survey, the vessel may be unable to trade between
ports and, therefore, would be unemployable, potentially causing a negative impact on our revenues due to the loss of
revenues from such vessel until she is able to trade again.

Increased inspection procedures and tighter import and export controls could increase costs and disrupt our
business.

International shipping is subject to various security and customs inspection and related procedures in countries of
origin and destination and trans-shipment points. Inspection procedures may result in the seizure of contents of our
vessels, delays in the loading, offloading, trans-shipment or delivery and the levying of customs duties, fines or other
penalties against us.

It is possible that changes to inspection procedures could impose additional financial and legal obligations on us.
Changes to inspection procedures could also impose additional costs and obligations on our customers and may, in
certain cases, render the shipment of certain types of cargo uneconomical or impractical. Any such changes or
developments may have a material adverse effect on our business, results of operations and financial condition.

Our insurance may be insufficient to cover losses that may occur to our property or result from our operations.

The operation of any vessel includes risks such as mechanical failure, collision, fire, contact with floating objects,
property loss, cargo loss or damage and business interruption due to political circumstances in foreign countries,
hostilities and labor strikes. In addition, there is always an inherent possibility of a marine disaster, including oil spills
and other environmental mishaps. There are also liabilities arising from owning and operating vessels in international
trade. We procure insurance for our fleet in relation to risks commonly insured against by vessel owners and
operators. Our current insurance includes (i) hull and machinery and war risk insurance covering damage to our
vessels hulls and machinery from, among other things, collisions and contact with fixed and floating objects, (ii) war
risks insurance covering losses associated with the outbreak or escalation of hostilities and (iii) protection and
indemnity insurance (which includes environmental damage) covering, among other things, third-party and crew
liabilities such as expenses resulting from the injury or death of crew members, passengers and other third parties, the
loss or damage to cargo, third-party claims arising from collisions with other vessels, damage to other third-party
property and pollution arising from oil or other substances, and salvage, towing and other related costs, including
wreck removal.

We can give no assurance that we are adequately insured against all risks or that our insurers will pay a particular
claim. Even if our insurance coverage is adequate to cover our losses, we may not be able to obtain a timely
replacement vessel in the event of a loss of a vessel. Furthermore, in the future, we may not be able to obtain adequate
insurance coverage at reasonable rates for our fleet. For example, more stringent environmental regulations have led to
increased costs for, and in the future may result in the lack of availability of, insurance against risks of environmental
damage or pollution. We may also be subject to calls, or premiums, in amounts based not only on our own claim
records but also on the claim records of all other members of the protection and indemnity associations through which
we receive indemnity insurance coverage. There is no cap on our liability exposure for such calls or premiums payable
to our protection and indemnity association. Our insurance policies also contain deductibles, limitations and
exclusions, which, although we believe are standard in the shipping industry, may nevertheless increase our costs. A
catastrophic oil spill or marine disaster could exceed our insurance coverage, which could have a material adverse
effect on our business, results of operations and financial condition. Any uninsured or underinsured loss could harm
our business and financial condition. In addition, the insurance may be voidable by the insurers as a result of certain
actions, such as vessels failing to maintain required certification.
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Our charterers may engage in legally permitted trading in locations, which may still be subject to sanctions or boycott,
such as Iran, Syria and Sudan. Our insurers may be contractually or by operation of law prohibited from honoring our
insurance contract for such trading, which could result in reduced insurance coverage for losses incurred by the related
vessels. Furthermore, our insurers and we may be prohibited from posting or otherwise be unable to post security in
respect of any incident in such locations, resulting in the loss of use of the relevant vessel and negative publicity for
our Company which could negatively impact our business, results of operations and financial condition.

Maritime claimants could arrest our vessels, which could interrupt our cash flow.

Crew members, suppliers of goods and services to a vessel, shippers or receivers of cargo and other parties may be
entitled to a maritime lien against a vessel for unsatisfied debts, claims or damages, including, in some jurisdictions,
for debts incurred by previous owners. In many jurisdictions, a maritime lien-holder may enforce its lien by arresting a
vessel. The arrest or attachment of one or more of our vessels, if such arrest or attachment is not timely discharged,
could interrupt our cash flows and could require us to pay large sums of money to have the arrest or attachment lifted.
Any of these occurrences could have a material adverse effect on our business, results of operations and financial
condition as well as our cash flows. We are not currently aware of the existence of any such maritime lien on our
vessels.
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In addition, in some jurisdictions, such as South Africa, under the sister ship theory of liability, a claimant may arrest
both the vessel which is subject to the claimant s maritime lien and any associated vessel, which is any vessel owned or
controlled by the same owner. Claimants could try to assert sister ship liability against one vessel in our fleet for

claims relating to another ship in the fleet.

The risks and costs associated with vessels increase as the vessels age.

The costs to operate and maintain a vessel in operation increase with the age of the vessel. The average age of the
vessels in our fleet is 7.7 years, basis fully delivered fleet, and most dry bulk vessels have an expected life of
approximately 25 years. In some instances, charterers prefer newer vessels that are more fuel efficient than older
vessels. Cargo insurance rates also increase with the age of a vessel, making older vessels less desirable to charterers
as well. Governmental regulations, safety or other equipment standards related to the age of the vessels may require
expenditures for alterations or the addition of new equipment to our vessels and may restrict the type of activities in
which these vessels may engage. We cannot assure you that, as our vessels age, market conditions will justify those
expenditures or enable us to operate our vessels profitably during the remainder of their useful lives. If we sell vessels,
we may have to sell them at a loss, and if charterers no longer charter-out vessels due to their age, our earnings could
be materially adversely affected.

Technological innovation could reduce our charter hire income and the value of our vessels.

The charter hire rates and the value and operational life of a vessel are determined by a number of factors including

the vessel s efficiency, operational flexibility and physical life. Efficiency includes speed, fuel economy and the ability
to load and discharge cargo quickly. Flexibility includes the ability to enter harbors, utilize related docking facilities
and pass through canals and straits. The length of a vessel s physical life is related to its original design and
construction, its maintenance and the impact of the stress of operations. If new vessels are built that are more efficient
or more flexible or have longer physical lives than our vessels, competition from these more technologically advanced
vessels could adversely affect the amount of charter hire payments we receive for our vessels and the resale value of
our vessels could significantly decrease. As a result, our results of operations and financial condition could be
adversely affected.

If we fail to manage our planned growth properly, we may not be able to expand our fleet successfully, which may
adversely affect our overall financial position.

We have grown our fleet and business significantly. We intend to continue to expand our fleet in the future. Our
growth will depend on:

ongoing and anticipated economic conditions and charter rates;

locating and acquiring suitable vessels;

identifying reputable shipyards with available capacity and contracting with them for the construction
of new vessels;

Table of Contents 43



Edgar Filing: Navios Maritime Holdings Inc. - Form 20-F

integrating any acquired vessels successfully with our existing operations;

enhancing our customer base;

managing our expansion; and

obtaining required financing, which could include debt, equity or combinations thereof.
Additionally, the marine transportation and logistics industries are capital intensive, traditionally using substantial
amounts of indebtedness to finance vessel acquisitions, capital expenditures and working capital needs. If we finance
the purchase of our vessels through the issuance of debt securities, it could result in:

default and foreclosure on our assets if our operating cash flow after a business combination or asset
acquisition were insufficient to pay our debt obligations;

acceleration of our obligations to repay the indebtedness even if we have made all principal and
interest payments when due if the debt security contained covenants that required the maintenance of
certain financial ratios or reserves and any such covenant was breached without a waiver or
renegotiation of that covenant;

our immediate payment of all principal and accrued interest, if any, if the debt security was payable on
demand; and
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our inability to obtain additional financing, if necessary, if the debt security contained covenants

restricting our ability to obtain additional financing while such security was outstanding.
In addition, our business plan and strategy is predicated on buying vessels at what we believe is near the low end of
the cycle in what has typically been a cyclical industry. However, there is no assurance that shipping rates and vessels
asset values will not sink lower, or that there will be an upswing in shipping costs or vessel asset values in the
near-term or at all, in which case our business plan and strategy may not succeed in the near-term or at all. Growing
any business by acquisition presents numerous risks such as undisclosed liabilities and obligations, difficulty
experienced in obtaining additional qualified personnel and managing relationships with customers and suppliers and
integrating newly acquired operations into existing infrastructures. We may not be successful in growing and may
incur significant expenses and losses.

If we purchase any newbuilding vessels, delays, cancellations or non-completion of deliveries of newbuilding
vessels could harm our operating results.

If we purchase any newbuilding vessels, the shipbuilder could fail to deliver the newbuilding vessel as agreed or their
counterparty could cancel the purchase contract if the shipbuilder fails to meet its obligations. In addition, under
charters we may enter into that are related to a newbuilding, if our delivery of the newbuilding to our customer is
delayed, we may be required to pay liquidated damages during such delay. For prolonged delays, the customer may
terminate the charter and, in addition to the resulting loss of revenues, we may be responsible for additional,
substantial liquidated damages. We do not derive any revenue from a vessel until after its delivery and are required to
pay substantial sums as progress payments during construction of a newbuilding. While we expect to have refund
guarantees from financial institutions with respect to such progress payments in the event the vessel is not delivered
by the shipyard or is otherwise not accepted by us, there is the potential that we may not be able to collect all portions
of such refund guarantees, in which case we would lose the amounts we have advanced to the shipyards for such
progress payments.

The completion and delivery of newbuildings could be delayed, cancelled or otherwise not completed because of:

quality or engineering problems;

changes in governmental regulations or maritime self-regulatory organization standards;

work stoppages or other labor disturbances at the shipyard;

bankruptcy or other financial crisis of the shipbuilder;

a backlog of orders at the shipyard;

political or economic disturbances;
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weather interference or catastrophic event, such as a major earthquake or fire;

requests for changes to the original vessel specifications;

shortages of or delays in the receipt of necessary construction materials, such as steel;

inability to finance the construction or conversion of the vessels; or

inability to obtain requisite permits or approvals.
If delivery of a vessel is materially delayed, it could materially adversely affect our results of operations and financial
condition and our ability to make cash distributions.

Although we have long-standing relationships with certain Japanese shipowners that provide us access to
competitive contracts, we cannot assure you that we will always be able to maintain such relationships or that such
contracts will continue to be available in the future.

We have long-standing relationships with certain Japanese shipowners that give us access to time charters at favorable
rates and that, in some cases, include options to purchase the vessels at favorable prices relative to the current market.

We cannot assure you that we will have such relationships indefinitely. In addition, there is no assurance that Japanese
shipowners will generally make contracts available on the same or substantially similar terms in the future.
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The smuggling of drugs or other contraband onto our vessels may lead to governmental claims against us.

We expect that our vessels will call in ports in South America and other areas where smugglers attempt to hide drugs
and other contraband on vessels, with or without the knowledge of crew members. Under some jurisdictions, vessels
used for the conveyance of illegal drugs could subject the vessels to forfeiture to the government of such jurisdiction.
To the extent our vessels are found with contraband, whether inside or attached to the hull of our vessel and whether
with or without the knowledge of any of our crew, we may face governmental or other regulatory claims which could
have an adverse effect on our business, results of operations, cash flows, financial condition and ability to pay
dividends.

Our vessels may be subject to unbudgeted periods of off-hire, which could materially adversely affect our business,
financial condition and results of operations.

Under the terms of the charter agreements under which our vessels operate, or are expected to operate in the case of a
newbuilding, when a vessel is off-hire, or not available for service or otherwise deficient in its condition or
performance, the charterer generally is not required to pay the hire rate, and we will be responsible for all costs
(including the cost of bunker fuel) unless the charterer is responsible for the circumstances giving rise to the lack of
availability. A vessel generally will be deemed to be off-hire if there is an occurrence preventing the full working of
the vessel due to, among other things:

operational deficiencies;

the removal of a vessel from the water for repairs, maintenance or inspection, which is referred to as
drydocking;

equipment breakdowns;

delays due to accidents or deviations from course;

occurrence of hostilities in the vessel s flag state or in the event of piracy;

crewing strikes, labor boycotts, certain vessel detentions or similar problems; or

our failure to maintain the vessel in compliance with its specifications, contractual standards and

applicable country of registry and international regulations or to provide the required crew.
Under some of our charters, the charterer is permitted to terminate the time charter if the vessel is off-hire for an
extended period, which is generally defined as a period of 90 or more consecutive off-hire days. Under some
circumstances, an event of force majeure may also permit the charterer to terminate the time charter or suspend
payment of charter hire.
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As we do not maintain off-hire insurance except in cases of loss of hire up to a limited number of days due to war or
piracy events any extended off-hire period could have a material adverse effect on our results of operations, cash
flows and financial condition.

Our international activities increase the compliance risks associated with economic and trade sanctions imposed by
the U.S., the EU and other jurisdictions.

Our international operations and activities could expose us to risks associated with trade and economic sanctions
prohibitions or other restrictions imposed by the U.S. or other governments or organizations, including the United
Nations, the EU and its member countries. Under economic and trade sanctions laws, governments may seek to
impose modifications to, prohibitions/restrictions on business practices and activities, and modifications to
compliance programs, which may increase compliance costs, and, in the event of a violation, may subject us to fines
and other penalties.

Iran

During the last few years until January 2016, the scope of sanctions imposed against Iran, the government of Iran and
persons engaging in certain activities or doing certain business with and relating to Iran was expanded by a number of
jurisdictions, including the U.S., the EU and Canada. In 2010, the U.S. enacted the Comprehensive Iran Sanctions
Accountability and Divestment Act ( CISADA ), which expanded the scope of the former Iran Sanctions Act. The
scope of U.S. sanctions against Iran were expanded subsequent to CISADA by, among other U.S. laws, the National
Defense Authorization Act of 2012 (the 2012 NDAA ), the Iran Threat Reduction and Syria Human Rights Act of
2012 ( ITRA ), Executive Order 13662, and the Iran Freedom and Counter-Proliferation Act of 2012 ( IFCA ). The
foregoing laws, among other things, expanded the application of prohibitions to non-U.S. companies, such as our
company, and introduced limits on the ability of non-U.S. companies and other non-U.S. persons to do business or
trade with Iran when such activities relate to specific trade and investment activities involving Iran.
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U.S. economic sanctions on Iran fall into two general categories: Primary sanctions, which prohibit U.S. persons or
U.S. companies and their foreign branches, U.S. citizens, U.S. permanent residents, and persons within the territory of
the U.S. from engaging in all direct and indirect trade and other transactions with Iran without U.S. government
authorization, and secondary sanctions, which are mainly nuclear-related sanctions. While most of the EU and U.S.
nuclear-related sanctions with respect to Iran (including, inter alia, CISADA, ITRA, and IFCA) were lifted on
January 16, 2016 through the implementation of the Joint Comprehensive Plan of Action (the JCPOA ) entered into
between the permanent members of the United Nations Security Council (China, France, Russia, the U.K. and the
U.S.) and Germany, there are still certain limitations in place with which we need to comply. The primary sanctions
with which U.S. persons or transactions with a U.S. nexus must comply are still in force and have not been lifted or
relaxed, except in a very limited fashion. Additionally, the sanctions lifted under the JCPOA could be reimposed

( snapped back ) at any time if Iran violates the JCPOA or the U.S. withdraws from the JCPOA.

After the lifting of most of the nuclear-related sanctions on January 16, 2016, EU sanctions remain in place in relation
to the export of arms and military goods, missiles-related goods and items that might be used for internal repression.
The main nuclear-related EU sanctions, which remain in place, include restrictions on:

i. Graphite and certain raw or semi-finished metals such as corrosion-resistant high-grade steel, iron, aluminium
and alloys, titanium and alloys and nickel and alloys (as listed in Annex VIIB to EU Regulation 267/2012 as
updated by EU Regulation 2015/1861 (the EU Regulation );

ii. Goods listed in the Nuclear Suppliers Group list (listed in Annex I to the EU Regulation);

1ii. Goods that could contribute to nuclear-related or other activities inconsistent with the JCPOA (as listed in
Annex II to the EU Regulation); and

iv.Software designed for use in nuclear/military industries (as listed in Annex VIIA to the EU Regulation).

Dealing with the above is no longer prohibited, but prior authorization must be obtained first and is granted on a
case-by-case basis. The remaining restrictions apply to the sale, supply, transfer or export, directly or indirectly to any
Iranian person/for use in Iran, as well as the provision of technical assistance, financing or financial assistance in
relation to the restricted activity. Certain individuals and entities remain sanctioned and the prohibition to make
available, directly or indirectly, economic resources or assets to or for the benefit of sanctioned parties remains.

Economic resources is widely defined and it remains prohibited to provide vessels for a fixture from which a
sanctioned party (or parties related to a sanctioned party) directly or indirectly benefits. It is therefore still necessary to
carry out due diligence on the parties and cargoes involved in fixtures involving Iran.

Russia/Ukraine

As aresult of the crisis in Ukraine and the annexation of Crimea by Russia in 2014, both the U.S. and the EU have
implemented sanctions against certain persons and entities.

The EU has imposed travel bans and asset freezes on certain persons and entities pursuant to which it is prohibited to
make available, directly or indirectly, economic resources or assets to or for the benefit of the sanctioned parties.

Certain Russian ports including Kerch Commercial Seaport; Sevastopol Commercial Seaport and Port Feodosia are
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subject to the above restrictions. Other entities are subject to sectoral sanctions, which limit the provision of equity
and debt financing to the listed entities. In addition, various restrictions on trade have been implemented which,
amongst others, include a prohibition on the import into the EU of goods originating in Crimea or Sevastopol as well
as restrictions on trade in certain dual-use and military items and restrictions in relation to various items of technology
associated with the oil industry for u