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PROSPECTUS

NAVIOS MARITIME HOLDINGS INC.

$500,000,000

COMMON STOCK

PREFERRED STOCK

WARRANTS

DEBT SECURITIES

We may, from time to time, issue up to $500,000,000 aggregate principal amount of common stock, preferred stock,
warrants and/or debt securities. We will specify in an accompanying prospectus supplement the terms of the
securities. We may sell these securities to or through underwriters and also to other purchasers or through agents. We
will set forth the names of any underwriters or agents in the accompanying prospectus supplement.

Our common stock is quoted on the New York Stock Exchange under the symbol ‘‘NM.’’ On April 12, 2007, the last
reported sale price of our common stock was $7.83 per share. Our warrants are quoted on the New York Stock
Exchange under the symbol ‘‘NM WS’’. On April 12, 2007, the last reported sale price of our warrants was $2.83 per
share. As of February 22, 2007, our common stock and warrants no longer trade as a unit. Prior to February 22, 2007,
our common stock and warrants, as well as our units were trading on the Nasdaq Global Market. Unit holders must
break the unit into its constituent parts in order to trade the common stock and/or warrants on the NYSE.

Investing in our securities involves risks.
 See ‘‘Risk Factors’’ on page 3.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a
criminal offense.

This prospectus may not be used to consummate sales of securities unless it is accompanied by a prospectus
supplement.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC,
utilizing a ‘‘shelf’’ registration process. Under this shelf process, we may sell any combination of the securities described
in this prospectus in one or more offerings up to a total dollar amount of U.S.$500,000,000. We have provided to you
in this prospectus a general description of the securities we may offer. Each time we sell securities, we will provide a
prospectus supplement that will contain specific information about the terms of that offering. In any applicable
prospectus supplements, we may add to, update or change any of the information contained in this prospectus.
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RISK FACTORS

The following factors should be considered carefully in evaluating whether to purchase our securities. These factors
should be considered in conjunction with any other information included or incorporated by reference herein, or which
may be provided supplementally with this prospectus, including in conjunction with forward-looking statements made
herein. See ‘‘Where You Can Find Additional Information’’ on page 32.
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RISKS RELATED TO OUR BUSINESS

Risks Relating to Our Debt

We have substantial debt and may incur substantial additional debt, which could adversely affect our financial health
and our ability to obtain financing in the future, react to changes in our business and make payments on the notes.

As of December 31, 2006, we had $570.1 million in aggregate principal amount of debt outstanding. We may also
increase the amount of our indebtedness in the future. We also have $120.0 million of credit available to us under our
existing secured credit facility.

Our substantial debt could have important consequences to holders of our common stock. Because of our substantial
debt:

• our ability to obtain additional financing for working capital, capital expenditures, debt service
requirements, vessel or other acquisitions or general corporate purposes and our ability to
satisfy our obligations with respect to our debt may be impaired in the future;

• a substantial portion of our cash flow from operations must be dedicated to the payment of
principal and interest on our indebtedness, thereby reducing the funds available to us for other
purposes;

• we will be exposed to the risk of increased interest rates because our borrowings under our
senior secured credit facility will be at variable rates of interest;

• it may be more difficult for us to satisfy our obligations to our lenders, resulting in possible
defaults on and acceleration of such indebtedness;

• we may be more vulnerable to general adverse economic and industry conditions;
• we may be at a competitive disadvantage compared to our competitors with less debt or

comparable debt at more favorable interest rates and that, as a result, we may be better
positioned to withstand economic downturns;

• our ability to refinance indebtedness may be limited or the associated costs may increase; and
• our flexibility to adjust to changing market conditions and ability to withstand competitive

pressures could be limited, or we may be prevented from carrying out capital spending that is
necessary or important to our growth strategy and efforts to improve operating margins or our
business.

Despite our current indebtedness levels, we and our subsidiaries may be able to incur substantially more debt,
including secured debt. This could further exacerbate the risks associated with our substantial indebtedness.

We and our subsidiaries may be able to incur substantial additional indebtedness in the future. The terms of the
indenture governing our 9.5% senior notes due 2014, or the senior notes do not fully prohibit us or our subsidiaries
from doing so. As of December 31, 2006, we had $570.1 million in aggregate principal amount of debt outstanding, of
which $270.1 was secured. We also may incur new indebtedness in connection with our exercise of purchase options
on vessels. If new debt is added to our current debt levels, the related risks that we now face would increase and we
may not be able to meet all our debt obligations, including the repayment of the notes.
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The agreements and instruments governing our debt will contain restrictions and limitations that could significantly
impact our ability to operate our business.

Our secured credit facility and our indenture impose certain operating and financial restrictions on us. These
restrictions may limit our ability to:

• incur additional indebtedness;
• create liens on our assets;
• make investments;
• engage in mergers and acquisitions;
• pay dividends or redeem capital stock;
• make capital expenditures;
• engage in certain FFA trading activities;
• change the management of our vessels or terminate the management agreements we have,

relating to each vessel;
• enter into long-term charter arrangements without the consent of the lender; and
• sell any of our vessels.

Therefore, we will need to seek permission from our lenders in order to engage in some corporate and commercial
actions that we believe would be in the best interest of our business, and a denial of permission may make it difficult
for us to successfully execute our business strategy or effectively compete with companies that are not similarly
restricted. Our lenders’ interests may be different from our interests or those of our holders of common stock, and we
cannot guarantee that we will be able to obtain our lenders’ permission when needed. This may prevent us from taking
actions that are in our or our stockholders best interests. Any future credit agreements may include similar or more
restrictive restrictions.

Our ability to generate the significant amount of cash needed to pay interest and principal and otherwise service our
debt and our ability to refinance all or a portion of our indebtedness or obtain additional financing depends on many
factors beyond our control.

Our ability to make scheduled payments on, or to refinance our obligations under, our debt, will depend on our
financial and operating performance, which, in turn, will be subject to prevailing economic and competitive conditions
and to the financial and business factors, many of which may be beyond our control.

We will use cash to pay the principal and interest on our debt. These payments limit funds otherwise available for
working capital, capital expenditures, vessel acquisitions and other purposes. As a result of these obligations, our
current liabilities may exceed our current assets. We may need to take on additional debt as we expand our fleet,
which could increase our ratio of debt to equity. The need to service our debt may limit funds available for other
purposes and our inability to service debt in the future could lead to acceleration of our debt and foreclosure on our
owned vessels.

We may be unable to raise funds necessary to finance the change of control repurchase offer required by the indenture
governing our outstanding notes.

The indenture governing our senior notes and our senior secured credit facility contain certain change of control
provisions. If we experience specified changes of control under our senior notes, we would be required to make an
offer to repurchase all of our outstanding notes (unless otherwise redeemed) at a price equal to 101% of the principal
amount thereof plus accrued and unpaid interest, if any, to the repurchase date. The occurrence of specified events that
would constitute a change of control will constitute a default under our senior secured credit facility. In the event of a
change of control, we cannot assure you that we would have sufficient assets to satisfy all of our obligations under our
senior credit facility and the senior notes, including but limited, to repay all indebtedness
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outstanding under our senior secured credit facility and any of our other indebtedness that contains similar provisions
in order to repurchase the senior notes.

An increase in interest rates would increase the cost of servicing our debt and could reduce our profitability.

Our debt under our secured credit facility bears interest at variable rates. We may also incur indebtedness in the future
with variable interest rates. As a result, an increase in market interest rates would increase the cost of servicing our
debt and could materially reduce our profitability and cash flows. The impact of such an increase would be more
significant for us than it would be for some other companies because of our substantial debt.

Risks Associated with the Shipping Industry and Our Operations

The cyclical nature of the international dry bulk shipping industry may lead to decreases in charter rates, which may
adversely affect our results of operations and financial condition.

The shipping business, including the dry cargo market, is cyclical in varying degrees, experiencing severe fluctuations
in charter rates, profitability and, consequently, vessel values. At various times from 2004 to date, charter rates for the
international dry bulk shipping industry reached historic highs but may not be as high in the future. For example
during the period from January 4, 2005 to December 31, 2006, the Baltic Exchange’s Panamax time charter average
daily rates experienced a low of $10,162 and a high of $40,842. Navios anticipates that the future demand for its
drybulk carriers and drybulk charter rates will be dependent upon continued demand for imported commodities,
economic growth in the emerging markets, including the Asia Pacific region, 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. The capacity of
the world fleet seems likely to increase, and there can be no assurance that economic growth will continue. Adverse
economic, political, social or other developments could decrease demand and growth in the shipping industry and
thereby reduce revenue significantly. A decline in demand for commodities transported in drybulk carriers or an
increase in supply of drybulk vessels could cause a significant decline in charter rates, which could materially
adversely affect our results of operations and financial condition. The demand for vessels, in general, has 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;
• weather and crop yields;
• armed conflicts and terrorist activities;
• political developments; and
• embargoes and strikes.

In addition, when our time charters expire we may not be able to replace them promptly or with profitable charters or
at all. Failure to obtain replacement charters could materially adversely affect our results of operations and financial
condition.
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An economic slowdown in the Asia Pacific region could reduce demand for shipping services and decrease shipping
rates, which would adversely affect our results of operations and financial condition.

Currently, China, Japan, other Pacific Asian economies and India are the main driving force behind the increase in
seaborne dry bulk trades and the demand for dry bulk carriers. Demand from such economies has driven increased
rates and vessel values. Conversely, a negative change in
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economic conditions in any Asian Pacific country, but particularly in China or Japan, as well as 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 the resultant charter rates. In particular, in recent years, China has been one of the world’s
fastest growing economies in terms of gross domestic product. We cannot assure that such growth will be sustained or
that the Chinese economy will not experience a material decline from current levels in the future. Our financial
condition and results of operations, as well as our future prospects, would likely be adversely affected by an economic
downturn in any of these countries as such downturn would likely translate into reduced demand for shipping services
and lower shipping rates industry wide. As a result, our operating results would be materially affected.

The market values of our vessels, which are at historically high levels, may decrease, which could cause us to breach
covenants in our credit facilities and result in the foreclosure on our mortgaged vessels.

Factors that influence vessel values include:

• number of newbuilding deliveries;
• changes in environmental and other regulations that may limit the useful life of vessels;
• changes in global dry bulk commodity supply;
• types and sizes of vessels;
• development of and increase in use of other modes of transportation;
• cost of vessel newbuildings;
• governmental or other regulations; and
• prevailing level of charter rates.

If the market values of our owned vessels decrease, we may breach covenants contained in the financing agreements
relating to our indebtedness, including the minimum net worth, solvency and current ratio covenants in our senior
secured credit facility. If we breach such covenants and are unable to remedy any relevant breach, our lenders could
accelerate our debt and foreclose on the collateral, including our vessels. Any loss of vessels would significantly
decrease our ability to generate positive cash flow from operations and therefore service our debt. In addition, if the
book value of a vessel is impaired due to unfavorable market conditions, or a vessel is sold at a price below its book
value, we would incur a loss.

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 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 time charters 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
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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 charter 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 results of operations, including our profitability and cash flows, with the result that our ability to pay debt
service and dividends could be impaired.

Trading and complementary hedging activities in freight, tonnage and Forward Freight Agreements (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
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situation depending on the direction of freight rates over the term of the contract. We seek to manage and mitigate that
risk through trading and complementary hedging activities in freight, tonnage and forward freight agreements, or
FFAs. We are exposed to market risk in relation to our FFAs and could suffer substantial losses from these activities
in the event that our expectations are incorrect. We 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.

In our hedging and trading activities, we focus on short-term trading opportunities where there is adequate liquidity in
order to seek to limit the risk we are taking. There can be no assurance we will be successful in limiting our risk, that
significant price spikes will not result in significant losses, even on short-term trades, that liquidity will be available
for our positions, or that all trades will be done within our risk management policies. Any such risk could be
significant. In addition, the performance of our trading activities can significantly increase the variability of our
operating performance in any given period and could materially adversely affect our financial condition. The FFA
market has experienced significant volatility in the past few years and, accordingly, recognition of the changes in the
fair value of FFAs has, and can, cause significant volatility in earnings.

We are subject to certain credit risks with respect to our counterparties on contracts and failure of such counterparties
to meet their obligations could cause us to suffer losses on such contracts decreasing 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 enter into FFAs, 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, after a charterer defaults on a time charter, we would have to
enter into charters 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, our financial condition and results of operations could be materially adversely affected.

Edgar Filing: Navios Maritime Holdings Inc. - Form 424B3

7



On November 30, 2006, we received notification that one of our FFA trading counterparties filed for bankruptcy in
Canada. Our exposure to such counterparty as of December 31, 2006, was approximately $7.7 million. While the
recovery we may obtain in any liquidation proceeding can not be presently estimated, based on management’s current
expectations and assumptions we have provided for $5.4 million in our 2006 financial statements. However, we do not
believe this will have a material impact on our liquidity, or on our ability to make payments for principal and interest
or otherwise service our debt.

We are subject to certain operating risks, including vessel breakdowns or accidents that could result in a loss of
revenue from the affected vessels, 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 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
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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.

Although we have longstanding relationships with certain Japanese shipowners who provide us access to very
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 that are
currently at favorable rates and which, 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.

Our Chairman and Chief Executive Officer holds approximately 26% of our common stock and will be able to exert
considerable influence over our actions; her failure to own a significant amount of our common stock or to be our
Chief Executive Officer would constitute a default under our senior secured credit facility.

Ms. Angeliki Frangou owns approximately 26% of the outstanding shares of our common stock, and has filed a
Schedule 13D indicating that she intends, subject to market conditions, to purchase $20 million of common stock (as
of April 12, 2007, she has purchased approximately $10 million in value of common stock). As the Chairman, Chief
Executive Officer and significant stockholder she has the power to exert considerable influence over our actions and
the outcome of matters on which our stockholders are entitled to vote including the election of directors and other
significant corporate actions. The interests of Ms. Frangou may be different from your interest. Furthermore, if
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Ms. Frangou ceases to hold a minimum of 20% of our common stock, she does not remain actively involved in the
business or ceases to be our Chief Executive Officer then we will be in default under our senior credit facility.

The loss of key members of our senior management team could disrupt the management of our business.

We believe that our success depends on the continued contributions of the members of our senior management team,
including Ms. Angeliki Frangou, our Chairman, Chief Executive Officer and principal stockholder. The loss of the
services of Ms. Frangou or one of our other executive officers or senior management members could impair our
ability to identify and secure new charter contracts, to maintain good customer relations and to otherwise manage our
business, which could have a material adverse effect on our financial performance and our ability to compete.

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 the United Nations Safety of Life at Sea
Convention. Navios’ owned fleet is currently enrolled with Lloyd’s Register of Shipping, Nippon Kaiji Kiokai and
Bereau Veritas.

A vessel must undergo an annual survey, or Annual Survey, an intermediate survey, or Intermediate Survey and a
special survey, or 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. Navios’ 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.

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 Navios’ revenues due
to the loss of revenues from such vessel until it was able to trade again.
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Capital expenditures and other costs necessary to operate and maintain our vessels may increase due to changes in
governmental regulations, safety or other equipment standards.

Changes in 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. For example, if governmental authorities or independent classification societies that
inspect the hull and machinery of commercial ships to assess compliance with minimum criteria as set by national and
international regulations enact new standards; we may be required to make significant expenditures for alterations of
the addition of new equipment. In order to satisfy any such requirements we may be required to take 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 profitably, particularly older vessels, during the
remainder of their economic lives. This could lead to significant asset write-downs.
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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. As of March 31, 2007, the
average age of the vessels in our fleet is 4.5 years, and most drybulk 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, it could materially
adversely affect our earnings.

We are subject to various laws, regulations and conventions, including environmental laws, that could require
significant expenditures both to maintain compliance with such laws and to pay for any uninsured environmental
liabilities resulting from a spill or other environmental disaster.

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
operate, as well as in the country or countries of their registration. 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 resale price or useful life of our vessels. Additional conventions, laws, and regulations may
be adopted which could limit our ability to do business or increase the cost of us doing business, which may materially
adversely affect our operations, as well as the shipping industry generally. We are required by various governmental
and quasi-governmental agencies to obtain certain permits, licenses, and certificates with respect to our operations.

The operation of vessels is also affected by the requirements set forth in the International Safety Management, or ISM
Code. The ISM Code requires shipowners and bareboat charterers to develop and maintain an extensive ‘‘Safety
Management System’’ that includes the adoption of a safety and environmental protection policy setting forth
instructions and procedures for safe vessel operation and describing procedures for dealing with emergencies. The
failure of a shipowner or bareboat charterer to comply with the ISM Code may subject such party to increased
liability, may decrease available insurance coverage for the affected vessels, and may result in a denial of access to, or
detention in, certain ports. Currently, each of the vessels in our owned fleet is ISM Code-certified. However, there can
be no assurance that such certification will be maintained indefinitely.

For drybulk vessels, such as those operated under our fleet, at present, there is no international oil pollution regime in
force that comprehensively governs liability for oil pollution from ship’s bunkers. In 2001, the International Maritime
Organization, or IMO, adopted the International Convention on Civil Liability for Bunker Oil Pollution Damage, or
the Bunker Convention, which
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imposes strict liability on shipowners for pollution damage in contracting states caused by discharges of bunker oil
from drybulk vessels. 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 (but not exceeding the amount calculated in accordance with the
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Convention on Limitation of Liability for Maritime Claims 1976, as amended, or the 1976 Convention). The Bunker
Convention has not yet received sufficient ratifications to come into force. In the meantime, liability for such bunker
oil pollution typically is determined by the national or other domestic laws in the jurisdiction where the spillage
occurs.

Apart from the dry bulk vessels in its fleet, Navios also currently operates a product tanker which in certain
circumstances may be subject to national and international laws governing pollution from tankers. When such a
product tanker is carrying a cargo of ‘‘persistent oil’’ as defined by the Civil Liability Convention 1992 (CLC) her owner
bears strict liability for any pollution damage caused in a contracting state by an escape or discharge from her cargo or
from her 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 CLC for a bunker spill from the vessel even when she is not carrying such a
cargo, but is in ballast.

When a product tanker is carrying clean oil products which do not constitute ‘‘persistent oil’’ for the purposes of CLC,
liability for any pollution damage will generally fall outside the Convention and will depend on national or other
domestic laws in the jurisdiction where the spillage occurs. The same applies to any pollution from the vessel in a
jurisdiction which is not a party to the Convention. The Convention applies in nearly 100 states around the world, but
it does not apply in the United States of America, where the corresponding liability laws are noted for being
particularly stringent.

In the United States, the Oil Pollution Act of 1990, or the OPA, establishes an extensive regulatory and liability
regime for the protection and cleanup of the environment from oil spills, including bunker oil spills from drybulk
vessels as well as cargo or bunker oil spills from tankers. The OPA affects all owners and operators whose vessels
trade in the United States, its territories and possessions or whose vessels operate in United States waters, which
includes the United States’ territorial sea and its 200 nautical mile exclusive economic zone. Under the OPA, 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.
In addition to potential liability under OPA as the relevant federal legislation, 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.

Outside of the United States, other national laws generally provide for the owner to bear strict liability for pollution,
subject to a right to limit liability under applicable national or international regimes for limitation of liability. The
most widely applicable international regime limiting maritime pollution liability is the 1976 Convention. Rights to
limit liability under the 1976 Convention are forfeited where a spill is caused by a shipowners’ international or reckless
conduct. Certain jurisdictions have ratified the IMO’s Protocol of 1996, which substantially increases the liability
limits set forth in the 1976 London Convention. Finally, some jurisdictions are not a party to either the 1976
Convention or the Protocol of 1996, and, therefore, shipowners’ rights to limit liability for maritime pollution in such
jurisdictions may be uncertain.

In 2005, the European Union adopted a directive on ship-source pollution, imposing criminal sanctions for
international, reckless or seriously negligent pollution discharges by ships. The directive could result in criminal
liability being incurred in circumstances where it would not be incurred under international law as set out in the
International Convention for the Prevention of Pollution from Ships (MARPOL). Criminal liability for an oil 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 payable.
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We currently maintain, for each of our owned vessels, insurance coverage against pollution liability risks in the
amount of $1.0 billion per incident. 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 with an exclusion from coverage, or if damages from
a catastrophic incident exceed the $1.0 billion limitation of coverage per incident, our cash flow, profitability and
financial position could be adversely impacted.

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