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EXHIBIT 99.1
DANAOS CORPORATION
OPERATING AND FINANCIAL REVIEW AND PROSPECTS
The following discussion and analysis should be read in conjunction with our interim condensed consolidated financial statements
(unaudited) and the notes thereto included elsewhere in this report.
Results of Operations
The following discussion solely reflects results from continuing operations, unless otherwise noted. As described in Note 15,
Discontinued Operations, in the notes to our condensed consolidated financial statements (unaudited) included in this report, the drybulk carriers
that we owned and chartered to our customers (the “Drybulk Business”) are presented as discontinued operations.
Three months ended June 30, 2009 compared to three months ended June 30, 2008
During the three months ended June 30, 2009, we had an average of 40.1 containerships in our fleet. During the three months ended
June 30, 2008, we had an average of 37.5 containerships in our fleet. We took delivery of one 4,253 TEU vessel, the Zim Luanda , on June 26,
2009.
Operating Revenue
Operating revenue increased 7.0%, or $5.2 million, to $79.1 million in the three months ended June 30, 2009, from $73.9 million in the
three months ended June 30, 2008. The increase was primarily a result of the addition to our fleet of six 4,253 TEU containerships, the Zim Rio
Grande , the Zim Sao Paolo , the Zim Kingston , the Zim Monaco , the Zim Dalian and the Zim Luanda on July 4, 2008, September 22, 2008,
November 3, 2008, January 2, 2009, March 31, 2009 and June 26, 2009, respectively, which collectively contributed revenues of $10.4 million
during the three months ended June 30, 2009. These revenues were offset in part by the sale of three 3,101 TEU containerships, the Maersk
Constantia , the Asia Express and the Sederberg , on May 20, 2008, October 26, 2008 and December 10, 2008, respectively, that contributed
revenues of $4.4 million for the three months ended June 30, 2008 compared to no revenues in the three months ended June 30, 2009.
We also had a further decrease in revenues of $0.8 million during the three months ended June 30, 2009 compared to the three months
ended June 30, 2008, mainly attributable to the re-chartering of two of our vessels at reduced charter rates during the first half of 2009.
Voyage Expenses
Voyage expenses decreased 30.8% or $0.8 million, to $1.8 million in the three months ended June 30, 2009, from $2.6 million for the
three months ended June 30, 2008. The decrease was mainly the result of bunker costs of $0.7 million, attributed to the repositioning of two of
our vessels during the second quarter of 2008. Our vessels are not otherwise subject to fuel costs, which are paid by our charterers.
Vessel Operating Expenses
Vessel operating expenses increased 5.3%, or $1.2 million, to $23.8 million in the three months ended June 30, 2009, from $22.6 million
in the three months ended June 30, 2008. The increase was due to the increase in the average number of vessels in our fleet during the three
months ended June 30, 2009 compared to the three months ended June 30, 2008.
This overall increase was offset in part by the successful implementation of efficient management controls on our operating expenses,
resulting in average daily operating cost per vessel of $6,533 in the three months ended June 30, 2009 compared to $6,699 in the three months
ended June 30, 2008.
Amortization of Deferred Drydocking and Special Survey Costs
Amortization of deferred dry-docking and special survey costs increased 29.4%, or $0.5 million, to $2.2 million in the three months
ended June 30, 2009, from $1.7 million in the three months ended June 30, 2008. The increase reflects higher drydocking costs incurred, which
were subject to amortization during the three months ended June 30, 2009 compared to the three months ended June 30, 2008.
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Depreciation
Depreciation expense increased 20.2%, or $2.5 million, to $14.9 million in the three months ended June 30, 2009, from $12.4 million in
the three months ended June 30, 2008. The increase in depreciation expense was due to the increased average number of vessels in our fleet
during the three months ended June 30, 2009 compared to the three months ended June 30, 2008.
General and Administrative Expenses
General and administrative expenses increased 16.7%, or $0.5 million, to $3.5 million in the three months ended June 30, 2009, from
$3.0 million in the three months ended June 30, 2008. The increase was mainly the result of increased fees of $0.4 million paid to our Manager
in the second quarter of 2009 compared to the same period of 2008, due to the increase in the average number of our vessels in our fleet and an
increase in the fees payable to our Manager as of January 1, 2009.
On February 12, 2009, the Company signed an addendum to the management contract amending the management fees, effective
January 1, 2009, to a fee of $575 per day (from $500 per day), a fee of $290 per vessel per day (from $250 per vessel per day) for vessels on
bareboat charter, a fee of $575 per vessel per day (from $500 per vessel per day) for vessels on time charter and a flat fee of $725,000 per
newbuilding vessel (from $400,000 per newbuilding vessel) for the supervision of newbuilding contracts. All commissions to the Manager
remained unchanged.
Interest Expense and Interest Income
Interest expense increased 44.6%, or $2.9 million, to $9.4 million in the three months ended June 30, 2009, from $6.5 million in the three
months ended June 30, 2008. The change in interest expense was due to the increase in our average debt by $643.2 million, to $2,212.7 million
in the quarter ended June 30, 2009, from $1,569.5 million in the three months ended June 30, 2008, as well as the increased margins over LIBOR
on which our indebtedness is subject to, following our agreements with our lenders to waive certain covenant breaches as of December 31, 2008.
The financing of our extensive newbuilding program resulted in interest capitalization, rather than such interest being recognized as an expense,
of $9.4 million for the quarter ended June 30, 2009 compared to $7.8 million of capitalized interest for the three months ended June 30, 2008.
The weighted average interest rate margin over LIBOR payable under our credit facilities has increased by approximately 1.1 percentage points
per annum during the waiver periods, following our agreements with our lenders to waive certain covenant breaches as of December 31, 2008.
Interest income decreased by $0.2 million, to $0.7 million in the three months ended June 30, 2009, from $0.9 million in the three months
ended June 30, 2008. The decrease in interest income is attributable to lower interest rates to which our cash balances were subject during the
three months ended June 30, 2009 compared to the three months ended June 30, 2008, partially offset by higher average cash balances.
Other Income/(Expense), Net
Other income/(expenses), net, decreased by $0.8 million, to an expense of $0.6 million in the three months ended June 30, 2009, from a
gain of $0.2 million in the three months ended June 30, 2008. The decrease in other income/(expenses), net, is mainly attributable to foreign
currency revaluations of $1.4 million recorded during the three months ended June 30, 2009.
Other Finance Costs, Net
Other finance costs, net, remained stable at $0.9 million in the three months ended June 30, 2009 and 2008, respectively.
(Loss)/Gain on Fair value of Derivatives
(Loss)/gain on fair value of derivatives, decreased by $6.0 million, to an expense of $6.8 million in the three months ended June 30, 2009,
from an expense of $0.8 million in the three months ended June 30, 2008. The decrease in (Loss)/gain on fair value of derivatives is mainly
attributable to increased realized losses of $6.1 million in relation to our interest rate swaps in the three months ended June 30, 2009 compared to
the three months ended June 30, 2008.
Six months ended June 30, 2009 compared to six months ended June 30, 2008
During the six months ended June 30, 2009, we had an average of 39.5 containerships in our fleet. During the six months ended June 30,
2008, we had an average of 36.9 containerships in our fleet. We took delivery of three 4,253 TEU containerships, the Zim Monaco , the Zim
Dalian and the Zim Luanda on January 2, 2009, March 31, 2009 and June 26, 2009, respectively.
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Operating Revenue
Operating revenue increased 7.4%, or $10.6 million, to $154.4 million in the six months ended June 30, 2009, from $143.8 million in the
six months ended June 30, 2008. The increase was primarily a result of the addition to our fleet of six 4,253 TEU containerships, the Zim Rio
Grande , the Zim Sao Paolo , the Zim Kingston , the Zim Monaco , the Zim Dalian and the Zim Luanda on July 4, 2008, September 22, 2008,
November 3, 2008, January 2, 2009, March 31, 2009 and June 26, 2009, respectively, which collectively contributed revenues of $18.6 million
during the six months ended June 30, 2009. Moreover, three 2,200 TEU containerships, the Hyundai Progress , the Hyundai Highway and the
Hyundai Bridge , which were added to our fleet on February 11, 2008, March 18, 2008 and March 20, 2008, respectively, contributed
incremental revenues of $3.1 million during the six months ended June 30, 2009 compared to the six months ended June 30, 2008.
These revenues were offset in part by our sale of five vessels, one 5,506 TEU containership, the APL Belgium , on January 15, 2008 and
four 3,101 TEU containerships, the Winterberg , the Maersk Constantia , the Asia Express and the Sederberg , on January 25, 2008, on May 20,
2008, on October 26, 2008 and December 10, 2008, respectively, which contributed revenues of $7.6 million during the six months ended
June 30, 2008 compared to no revenues in the six months ended June 30, 2009, as well as reduced revenue amounting to $3.5 million attributable
to revenue lost due to off-hire days and rechartering of two of our vessels at reduced charter rates.
Voyage Expenses
Voyage expenses decreased 7.1%, or $0.3 million, to $3.9 million in the six months ended June 30, 2009, from $4.2 million for the six
months ended June 30, 2008. The decrease was mainly a result of bunker costs recorded in the six months ended June 30 2008, attributed to the
repositioning of two of our vessels in the first half of 2008. Our vessels are not otherwise subject to fuel costs, which are paid by our charterers.
Vessel Operating Expenses
Vessel operating expenses increased 8.3%, or $3.5 million, to $45.9 million in the six months ended June 30, 2009, from $42.4 million in
the six months ended June 30, 2008. The increase was due to the increase in the average number of our vessels in our fleet during the six months
ended June 30, 2009 compared to the six months ended June 30, 2008.
This overall increase was offset in part by the successful implementation of efficient management controls on our operating expenses,
resulting in an average daily operating cost per vessel of $6,412 in the six months ended June 30, 2009 compared to $6,504 in the six months
ended June 30, 2008.
Amortization of Deferred Drydocking and Special Survey Costs
Amortization of deferred dry-docking and special survey costs increased 20.6%, or $0.7 million, to $4.1 million in the six months ended
June 30, 2009, from $3.4 million in the six months ended June 30, 2008. The increase reflects higher drydocking costs incurred, which were
subject to amortization during the six months ended June 30, 2009 as compared to the six months ended June 30, 2008.
Depreciation
Depreciation expense increased 20.7%, or $5.0 million, to $29.1 million in the six months ended June 30, 2009, from $24.1 million in the
six months ended June 30, 2008. The increase in depreciation expense was due to the increased average number of vessels in our fleet during the
six months ended June 30, 2009, compared to the six months ended June 30, 2008.
General and Administrative Expenses
General and administrative expenses increased 13.8%, or $0.8 million, to $6.6 million in the six months ended June 30, 2009, from $5.8
million in the six months ended June 30, 2008. The increase was mainly a result of increased fees paid to our Manager in the six months ended
June 30, 2009 compared to the six months ended June 30, 2008 due to the increase in the average number of our vessels in our fleet and an
increase in the rate of fees payable to our manager, as discussed above.
Interest Expense and Interest Income
Interest expense increased 19.7%, or $2.9 million, to $17.6 million in the six months ended June 30, 2009, from $14.7 million in the six
months ended June 30, 2008. The change in interest expense was due to the increase in our average debt by $682.3 million, to $2,157.5 million
in the six months ended June 30, 2009 from $1,475.2 million in the six months ended June 30, 2008, as well as the increased margins over
LIBOR on which our indebtedness is subject to, following our agreements with
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our lenders to waive certain covenant breaches as of December 31, 2008. The financing of our extensive new-building program resulted in
interest capitalization, rather than such interest being recognized as an expense, of $16.6 million for the six months ended June 30, 2009
compared to $18.1 million of capitalized interest for the six months ended June 30, 2008.
Interest income decreased by $0.2 million, to $1.7 million in the six months ended June 30, 2009, from $1.9 million in the six months ended
June 30, 2008. The decrease in interest income is mainly attributed to lower interest rates on which our cash balances were subject to, partially
offset by higher average bank deposits during the six months ended June 30, 2009 compared to the six months ended June 30, 2008. The
weighted average interest rate margin over LIBOR payable under our credit facilities has increased by approximately 1.1 percentage points per
annum during the waivers period, following our agreements with our lenders to waive certain covenant breaches as of December 31, 2008.
Other Income/(Expense), Net
Other income/(expenses), net, decreased by $1.0 million, to an expense of $1.1 million in the six months ended June 30, 2009, from an
expense of $0.1 million in the six months ended June 30, 2008. The decrease in other income/(expenses), net, is mainly attributable to foreign
currency revaluations of $1.4 million recorded during the six months ended June 30, 2009.
(Loss)/Gain on Fair value of Derivatives
(Loss)/gain on fair value of derivatives, decreased by $11.5 million, to an expense of $10.8 million in the six months ended June 30,
2009, from a gain of $0.7 million in the six months ended June 30, 2008. The decrease in (Loss)/gain on fair value of derivatives is attributable
to increased realized losses of $11.5 million in relation to our interest rate swaps in the six months ended June 30, 2009 compared to the six
months ended June 30, 2008.
Discontinued Operations
Although we did not conduct any discontinued operations during the six months ended June 30, 2009 and 2008, we recorded an expense
of $1.6 million for the six months ended June 30, 2008, mainly attributed to an expense of $1.5 million recorded in the second quarter of 2008
following the adverse outcome of a lawsuit regarding the operation of one of our drybulk vessels sold in May 2007. As discussed in Note 15,
Discontinued Operations, in our condensed consolidated financial statements for the six months ended June 30, 2009 included elsewhere in this
report, we have determined that our Drybulk Business should be reflected as discontinued operations.
Liquidity and Capital Resources
Historically, our principal source of funds has been equity provided by our stockholders, operating cash flows, including from vessel
sales, and long-term bank borrowings, as well as proceeds from our initial public offering in October 2006. Our principal uses of funds have
been capital expenditures to establish, grow and maintain our fleet, comply with international shipping standards, environmental laws and
regulations and to fund working capital requirements.
Our primary short-term liquidity needs are to fund our vessel operating expenses, loan amortization and interest payments. Our mediumterm liquidity needs primarily relate to the purchase of the 28 additional containerships for which we have contracted and for which we had
scheduled future payments through the scheduled delivery of the final contracted vessel during 2012 aggregating $2.0 billion as of August 31,
2009. Our long-term liquidity needs primarily relate to additional vessel acquisitions in the containership sector and debt repayment. We
anticipate that our primary sources of funds will be cash from our existing credit facilities and additional credit facilities we will seek to arrange,
cash from operations and, possibly, equity financings. We believe that currently contracted sources of funds will be sufficient to meet our
liquidity needs through the first quarter of 2010, since such contracted revenue, absent any further disruptions therein, together with our
committed credit facilities, will be sufficient to meet our currently projected liquidity needs for that period. We are considering an underwritten
public offering of our common stock, and have filed a Registration Statement on Form F-1 for our issuance and sale of common stock in
connection therewith. We would intend to use the net proceeds from any such offering to fund a portion of our newbuilding program and for
general corporate purposes. Any such offering, including the number of shares of common stock to be sold, is subject to, among other things,
market conditions and there is no assurance that such an offering will be completed. In addition, we may pursue additional sales of equity and
equity-linked securities, including to our directors, officers, existing stockholders or affiliates, as part of our efforts to enhance our liquidity
position and fund our newbuilding program.
In the first half of 2009, we came to an agreement to delay the delivery dates of five 8,530 TEU containerships under construction by
approximately two hundred days each on average, five 6,500 TEU, five 3,400 TEU containerships under construction by approximately one
quarter each, five 12,600 TEU containerships under construction by approximately one year each and five 6,500 TEU containerships under
construction for a period ranging from two to six months. As of June 30, 2009,
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we expect to take delivery of four vessels during the remainder of 2009, eleven in 2010, eight in 2011 and five in 2012. As of June 30, 2009, the
remaining capital expenditure installments for these vessels were approximately $323 million for the remainder of 2009, $889 million for 2010,
$402 million for 2011 and $449 million for 2012. In addition to our available borrowing capacity under committed credit facilities as of June 30,
2009, we would be required to procure significant additional financing of approximately $1.4 billion in order to fund these remaining installment
payments, to the extent such installment payments are not funded with cash generated by our operations. Accordingly, as of June 30, 2009, we
have no financing arranged for the acquisition of 12 of the newbuilding containerships expected to be delivered to us in 2010, 2011 and 2012.
Our ability to obtain financing in the current economic environment, particularly for the acquisition of containerships, which are experiencing
low charter rates and depressed vessel values, is limited.
Restricted cash decreased by $21.9 million, to $229.6 million as of June 30, 2009, from $251.5 million as of December 31, 2008. The
decrease in restricted cash is attributed to cash borrowed under our revolving credit facilities designated to finance certain of our newbuildings
and is utilized to fund progress payments of these newbuildings through their scheduled deliveries from December 2009 to the third quarter of
2011.
Under our existing multi-year charters as of June 30, 2009, we had contracted revenues of $166.5 million for the remainder of 2009,
$402.9 million for 2010 and, thereafter, approximately $6.3 billion, of which amounts $16.4 million, $136.9 million and $5.1 billion,
respectively, are associated with charters from our contracted newbuildings, some of which have not been financed. Although these expected
revenues are based on contracted charter rates, we are dependent on our charterers ability and willingness to meet their obligations under these
charters. For example, as part of an announced restructuring plan, Zim Israel Integrated Shipping Services, the charterer of six of our vessels,
has stated that it is reducing, unilaterally, all of its long-term charter hire payments to ship-owners by 35% commencing September 1, 2009 and
for an indicated period of three years, which reduction is not reflected in the above contracted revenue amount. See “Recent Developments” and
“Risk Factors.”
As of August 31, 2009, we had approximately $456 million undrawn under our credit facilities and $216 million of restricted cash
designated for newbuilding progress payments, and cash and cash equivalents of $139.9 million. Our board of directors has determined to
suspend the payment of further cash dividends as a result of market conditions in the international shipping industry and in particular the sharp
decline in charter rates and vessel values in the containership sector.
In the first half and July of 2009, we obtained waivers from lenders, with which we had $1.8 billion of indebtedness, as of December 31,
2008, to cover breaches of our loan agreement covenants in relation to the collateral coverage ratios, corporate leverage ratios and the minimum
net worth requirements, which we were not in compliance with as of December 31, 2008. These waivers are effective from December 31, 2008
through January 31, 2010. Furthermore, as of June 30, 2009, we were not in compliance with collateral coverage and corporate leverage ratio
covenants, as applicable, contained in loan agreements governing $644.8 million of our outstanding indebtedness as of June 30, 2009, which
were not breached and therefore not waived as of December 31, 2008. As a result, during the third quarter of 2009 we entered into agreements to
extend waivers already obtained in relation to December 31, 2008 covenant breaches (except for the minimum book net worth covenant in two
of our credit facilities, which was not breached as of June 30, 2009) and to waive additional breaches identified as of June 30, 2009. Our lenders
agreed to waive, and not to exercise their right to demand repayment of any amounts due under the respective loan agreements as a result of, the
December 31, 2008 and June 30, 2009 covenant breaches, and any future breaches of such covenants, through October 1, 2010.
If, however, the current low charter rates in the containership market and low vessels values continue or decrease further, or our
charterers were to fail to meet their payment obligations, our ability to comply with these and other covenants in our loan agreements may be
adversely affected and we may not be able to draw down the full amount of certain of our committed credit facilities, which contain restrictions
on the amount of cash that can be advanced to us under our credit facilities based on the market value of the vessel or vessels in respect of which
the advance is being made.
The following table summarizes the cash flows from our operations for each of the six months ended June 30, 2009 and 2008:
Six months ended
June 30,
2009

Net cash provided by operating activities
Net cash used in investing activities
Net cash provided by financing activities
Net increase in cash and cash equivalents

$

$
5

59,626 $
(207,007)
183,382
36,001 $

2008

71,371
(253,247)
220,044
38,168

Cash Flows
Net Cash Provided by Operating Activities
Net cash flows provided by operating activities decreased 16.5%, or $11.8 million, to $59.6 million in the six months ended June 30,
2009 compared to $71.4 million in the six months ended June 30, 2008. The decrease was primarily the result of increased interest cost of $24.4
million, which was partially offset by a favorable change in the working capital position and increased cash from operations of $12.1 million, as
well as reduced payments for drydocking of $0.5 million in the six months ended June 30, 2009 compared to the same period in 2008.
Net Cash Used in Investing Activities
Net cash flows used in investing activities decreased by $46.2 million, to $207.0 million in the six months ended June 30, 2009 compared
to $253.2 million in the six months ended June 30, 2008. The difference reflects the funds used to acquire secondhand vessels of $93.4 million in
the six months ended June 30, 2008 compared to nil in the six months ended June 30, 2009, cash received of $16.9 million on March 7, 2008 in
respect of the termination of certain lease arrangements that partially offset the cash used to acquire vessels, installment payments for
newbuildings of $206.8 million in the six months ended June 30, 2009 compared to $245.9 million during the six months ended June 30, 2008
and proceeds from sale of vessels of $69.1 million in the six months ended June 30, 2008 compared to nil in the same period of 2009.
Net Cash Provided by Financing Activities
Net cash flows provided by financing activities decreased by $36.6 million, to $183.4 million in the six months ended June 30, 2009
compared to $220.0 million in the six months ended June 30, 2008. The decrease is primarily due to the proceeds from long-term debt of $181.2
million during the six months ended June 30, 2009 compared to $315.5 million in the six months ended June 30, 2008. In addition, repayment of
indebtedness was $16.1 million in the six months ended June 30, 2009 compared to $43.8 million in the six months ended June 30, 2008,
restricted cash decreased by $21.9 million in the six months ended June 30, 2009 compared to $0.7 million in the six months ended June 30,
2008 and no dividends were paid in the six months ended June 30, 2009 compared to $50.7 million in the six months ended June 30, 2008.
Credit Facilities
We, as guarantor, and certain of our subsidiaries, as borrowers, have entered into a number of credit facilities in connection with
financing the acquisition of certain vessels in our fleet. We also have entered into guarantee facility agreements, with HSH Nordbank and The
Royal Bank of Scotland, which are described in Note 12 to our unaudited condensed consolidated financial statements included in this report.
The following summarizes certain terms of our credit facilities:
Remaining
Available
Principal
Amount
(in millions)(1)

Lender

Outstanding
Principal
Amount
(in millions)(1)

Interest Rate

Maturity

Repayment Schedule

The Royal Bank of
Scotland(2)

$

56.3 $

637.1

LIBOR + margin

Due September 2021 Revolving credit facility of
up to $700.0 million for the
purpose of financing
existing vessels or part of
the newbuilding program.
Refer to “Item 10.
Additional Information—
Material Contracts” in our
Annual Report on Form 20F for the year ended
December 31, 2008.

HSH Nordbank(3)

$

— $

39.0

LIBOR + margin

Due March 2014 19 quarterly installments of
$1.0 million; balloon
payment of $20.0 million.
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Remaining
Available
Principal
Amount
(in millions)(1)

Lender

Outstanding
Principal
Amount
(in millions)(1)

Interest Rate

Maturity

Repayment Schedule

KEXIM(4)

$

— $

75.6

Fixed

Due November 2016 28 quarterly installments of
$2.6 million; plus
installments of $1.0 million,
$1.3 million and
$0.69 million payable in
August 2016,
September 2016 and
November 2016,
respectively.

KEXIM-Fortis(5)

$

— $

118.7

$109.7 million
Fixed; and
$9.0 million:
LIBOR + margin

Due October 2018 and 19 semi-annual installments
January 2019 of $5.625 million; plus
installments of $2.14 million
and $0.7 million plus a
balloon payment of
$9.0 million payable in
October 2018 and
January 2019, respectively.

Aegean Baltic Bank—HSH $
Nordbank—Piraeus
Bank(6)

25.0 $

675.0

LIBOR + margin

Due November 2016 Revolving credit facility of
up to $700.0 million in order
to partially finance existing
vessels and the construction
of new vessels. Repayment
schedule, as amended in
July 2009 will be based on
quarterly installments as
well as a balloon payment at
the end. Refer to “Item 10.
Additional Information—
Material Contracts” in our
Annual Report on Form 20F for the year ended
December 31, 2008.

Emporiki Bank of
Greece S.A.(7)

$

69.9 $

86.9

LIBOR + margin

Due June 2021 Loan facility of up to
$156.8 million advanced to
the vessel owning
subsidiaries in order to
partially finance the
construction of new vessels.
The credit facility will be
repaid over a 12 year period,
with two years’ grace
period, in 20 equal
consecutive semi-annual
installments of $4.25 million
and a balloon payment of
$71.8 million along with the
final installment.

Deutsche Bank(8)

$

— $

180.0

LIBOR + margin

Due October 2018 32 consecutive quarterly
installments each in the
amount of $2.5 million and a
final balloon payment of
$100.0 million payable
together with the last such
installment. The first
installment is due on
December 31, 2010.

Credit Suisse(9)

$

128.2 $

92.9

LIBOR + margin

Due December 2019 28 consecutive quarterly
installments amounting to

$3.99 million each, with the
first installment due
March 31, 2013 and a final
balloon installment of
$109.35 million which is
due together with the
final installment.
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Remaining
Available
Principal
Amount
(in millions)(1)

Lender

Outstanding
Principal
Amount
(in millions)(1)

Interest Rate

Maturity

Repayment Schedule

Fortis Bank—Lloyds
TSB—National Bank of
Greece(10)

$

— $

253.2

LIBOR + margin

Due July 2018 16 equal semi-annual
installments of $8.6 million,
with the first installment due
on July 29, 2010; and a final
balloon payment of
$115.2 million on July 29,
2018.

Deutsche Schiffsbank—
Credit Suisse—
Emporiki Bank(11)

$

194.9 $

103.6

LIBOR + margin

Due June 2021 20 consecutive semi-annual
installments of $8.8 million,
with the first installment due
on December 30, 2011; and
a final balloon payment of
$122.8 million on June 30,
2021.

(1)

As of June 30, 2009.

(2)

Our credit facility with RBS was, as of June 30, 2009, collateralized by mortgages for existing vessels and refund guarantees for
newbuildings relating to the Hyundai Progress, the Hyundai Highway, the Hyundai Bridge , the Hyundai Federal (ex APL Confidence), the
Zim Monaco, the HN N-219, the HN N-221, the HN N-222, the HN S-4005, the HN H1022A , the HN N-218 , the HN S-458 , the HN S-459 ,
the HN S-460 and the HN S-461.

(3)

Our credit facility with HSH Nordbank AG was, as of June 30, 2009, collateralized by mortgages and other security relating to the Maersk
Deva (ex Vancouver Express) and the Bunga Raya Tiga (ex Maersk Derby) .

(4)

Our KEXIM credit facility was, as of June 30, 2009, collateralized by mortgages and other security relating to the CSCL Europe and the
CSCL America (ex MSC Baltic).

(5)

Our KEXIM-FORTIS credit facility was, as of June 30, 2009, collateralized by mortgages and other security relating to the CSCL Pusan
and the CSCL Le Havre .

(6)

Our credit facility with Aegean Baltic Bank S.A. and HSH Nordbank AG was, as of June 30, 2009, collateralized by mortgages and other
security relating to the CMA CGM Elbe , the CMA CGM Kalamata , the CMA CGM Komodo , the CMA CGM Passiflore , the MOL Affinity
(ex Hyundai Commodore) , the Hyundai Duke , the CMA CGM Vanille, the Maersk Marathon , the Maersk Messologi , the Maersk
Mytilini , the YM Yantian , the Al Rayyan (ex Norasia Hamburg) , the YM Milano , the CMA CGM Lotus , the Hyundai Vladivostok , the
Hyundai Advance , the Hyundai Stride, the Hyundai Future, the Hyundai Sprinter, the Hanjin Montreal and the MSC Eagle and assigned
refund guarantees related to pre-delivery installments for the HN Z00001 , the HN Z00002 , the HN Z00003 and the HN Z00004 . As of
July 10, 2009, we agreed to amend the facility by adding additional collateral as follows: (a) newbuilding vessel HN S-4004 to be provided
as security under the facility, (b) second priority mortgages on the Maersk Deva (ex Vancouver Express ) and the Bunga Raya Tinga (ex
Maersk Derby ) financed by HSH Nordbank AG and Dresdner Bank and (c) second priority mortgages on the CSCL Europe and the CSCL
America (ex MSC Baltic ) financed by KEXIM credit facility and the CSCL Pusan (ex HN 1559 ) and the CSCL Le Havre (ex HN 1561 )
financed by our KEXIM-Fortis credit facility.

(7)

Our Emporiki Bank of Greece credit facility was, as of June 30, 2009, collateralized by refund guarantees relating to vessels the HN S4001
and the HN S4002 , which are currently under construction.

(8)

Our Deutsche Bank credit facility was, as of June 30, 2009, collateralized by mortgages and other security relating to the Zim Rio Grande,
the Zim Sao Paolo and the Zim Kingston .

(9)

Our Credit Suisse credit facility was, as of June 30, 2009, collateralized by refund guarantees relating to vessels the Zim Luanda , the HN
S4003 and the HN N-214.

(10) Our Fortis Bank-Lloyds TSB-National Bank of Greece credit facility was, as of June 30, 2009, collateralized by mortgages and other
security relating to the vessels the YM Colombo , the YM Seattle , the YM Vancouver and the YM Singapore.
(11) Our Deutsche Schiffsbank-Credit Suisse-Emporiki Bank credit facility was, as of June 30, 2009, collateralized by mortgages and other
security relating to the vessels the ZIM Dalian , the HN N-220 , the HN N-223 , the HN N-215 and the HN Z0001 .
The weighted average interest rate margin over LIBOR payable under our credit facilities has increased by approximately 1.4
percentage points per annum during the waiver period (from approximately 0.7 percentage points before the waiver period to approximately 2.1
percentage points during the waiver period), following our agreements with our lenders to waive certain covenant breaches as of December 31,
2008 and new breaches as of June 30, 2009, as well as extend the waiver period from January 31, 2010 to October 1, 2010.
As of June 30, 2009, we were in breach of (i) the collateral coverage ratio covenant contained in our credit facility with Credit Suisse
which had an outstanding balance of $92.9 million as of June 30, 2009 (this covenant was not breached as of December 31, 2008 and therefore it

was not covered by the waiver obtained in relation to the December 31, 2008 covenant breaches), (ii) the collateral coverage ratio
covenant contained in our credit facility with Deutsche Bank which had an outstanding balance of $180.0 million as of June 30, 2009 (this
covenant was not breached as of December 31, 2008 and therefore it was not covered by the waiver obtained in relation to the December 31,
2008 covenant breaches), (iii) the corporate leverage ratio and collateral coverage ratio covenants contained in our credit facility with Fortis
Bank-Lloyds TSB-National
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Bank of Greece, which had an outstanding balance of $253.2 million as of June 30, 2009, and (iv) the corporate leverage ratio covenant under
our KEXIM-Fortis credit facility which had an outstanding balance of $118.7 million as of June 30, 2009 (this covenant was not breached as of
December 31, 2008 and therefore it was not covered by the waiver obtained in relation to December 31, 2008 covenant breaches). During the
third quarter of 2009, we entered into agreements to extend waivers already obtained in relation to the December 31, 2008 covenant breaches
(except for the minimum book net worth covenant in two of our credit facilities, which was not breached as of June 30, 2009) and to waive
additional breaches of certain covenants in our credit facilities identified as of June 30, 2009, which had not been breached and therefore were
not waived as of December 31, 2008. Our lenders agreed to waive, and not to exercise their right to demand repayment of any amounts due
under the respective loan agreements as a result of, the December 31, 2008 and June 30, 2009 covenant breaches, and any future breaches of
such covenants, through October 1, 2010, as described in more detail below.
Our credit facilities, as modified by the waivers and amendments entered into in 2009, contain financial and security covenants requiring
us to:
•

maintain a market value adjusted net worth of at least $400.0 million and stockholders’ equity of at least $250.0 million;

•

ensure that the aggregate market value of our vessels in our fleet exceeds 145.0% of our net consolidated debt at all times under
our KEXIM-Fortis credit facility;

•

ensure that the ratio of the aggregate market value of the vessels in our fleet securing the applicable loan to our outstanding
indebtedness under such loan at all times exceeds (i) 115% under our Emporiki Bank credit facility and (ii) a range from 120% to
125% under our other credit facilities (reduced to 100% under our RBS credit facility and our Credit Suisse credit facility during
the applicable waiver period as described below);

•

maintain adjusted stockholders’ equity in excess of 30.0% of our total market value adjusted assets;

•

ensure that our total liabilities (after deducting cash and cash equivalents), will be no more than 70.0% (or 75% under one of our
credit facilities) of our total market value adjusted assets;

•

maintain aggregate cash and cash equivalents of no less than the higher of (a) $30 million and (b) 3% of our total indebtedness
until November 14, 2011 and 4% of our total indebtedness at all times thereafter; and

•

maintain a ratio of EBITDA to net interest expense of no less than 2.5 to 1.0.

Our credit facilities also contain other restrictions and customary events of default with respect to us and our applicable subsidiaries, such
as a cross-default with respect to financial indebtedness or any adverse change in the financial position or prospects of the vessel-owning
subsidiaries or the Company that creates a material risk to our ability to repay such indebtedness and, in some cases, certain changes in the
charters for vessels mortgaged under the applicable credit facility. In addition, as described below, under the waiver agreements, our payment of
any dividend is subject to the approval of certain of our lenders during periods covered by the waivers and is subject to restrictions on the
amount of dividends that we may pay pursuant to terms of waivers from other lenders.
Set forth below are details of the respective waivers agreed with our lenders in respect of breaches of the loan covenants contained in
certain of our credit facilities and our guarantee facility with HSH Nordbank.
The Royal Bank of Scotland Credit Facility . As of December 31, 2008, we were in breach of the collateral coverage ratio and corporate
leverage ratio covenants contained in our $700.0 million senior revolving credit facility with The Royal Bank of Scotland. We entered into an
agreement waiving the breach of the corporate leverage ratio covenant for the year ended December 31, 2008, as well as any subsequent breach
of such covenant, up to January 31, 2010 and reducing the collateral coverage ratio to 100% from 125% (at which revised collateral coverage
ratio we would have been in compliance as of December 31, 2008 and June 30, 2009) in respect of the year ended December 31, 2008 and up
until January 31, 2010, with an increase in the interest rate margin by 1.5 percentage points per annum for the remaining period of the loan and a
one-time fee of $100,000. In addition, during the period covered by the waiver we are not permitted to make dividend payments without the
consent of our lender under this credit facility. On July 17, 2009, we entered into an agreement with the lender under this credit facility to
extend the waiver period through October 1, 2010, with above interest rate margin increases being applied to the revised waiver period.
HSH Nordbank Credit Facility (with Aegean Baltic Bank acting as agent) . As of December 31, 2008, we were in breach of the net worth
covenant contained in our $60.0 million credit facility with HSH Nordbank, Dresdner Bank and Aegean Baltic Bank acting as agent. We entered
into an agreement waiving the breach of such covenant for the year ended December 31, 2008, as well as any subsequent breach of such
covenant, up to January 31, 2010. Such waiver has been provided by our lenders under this credit facility pursuant to the terms and conditions of
a commitment letter we have entered into with such lenders pursuant to
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which we have agreed to amend the credit facility to increase the interest rate margin over LIBOR by 1.725 percentage points per annum (or, if
lower, an increase in the interest rate margin of 1.225 percentage points and the replacement of LIBOR by the bank’s cost of funding) for the
waiver period and increase the interest rate margin by 0.975 percentage points per annum for the remaining period of the loan as well as pay a
one-time fee of 0.30 percentage points on the facility amount outstanding. On July 21, 2009, we entered into an agreement with the lenders
under this credit facility to extend the waiver period through October 1, 2010, with the above interest rate margin increases being applied to the
revised waiver period.
Aegean Baltic Bank—HSH Nordbank—Piraeus Bank Credit Facility . As of December 31, 2008, we were in breach of the collateral
coverage ratio, corporate leverage ratio and net worth covenants contained in our $700.0 million senior credit facility with Aegean Baltic Bank
S.A., HSH Nordbank AG and Piraeus Bank. We entered into an agreement waiving breaches of such covenants for the year ended December 31,
2008, as well as any subsequent breach of such covenants, up to January 31, 2010. Such waiver has been provided by our lenders under this
credit facility pursuant to the terms and conditions of a commitment letter we have entered into with such lenders pursuant to which we have
agreed to amend the credit facility, including to add additional collateral and increase the interest rate margin by 1.8 percentage points per annum
for the waiver period and increase the interest rate margin by 1.05 percentage points per annum for the remaining period of the loan, as well as
pay a one-time fee of $2.1 million and make $5.0 million payments on July 31, 2009, October 31, 2009 and January 31, 2010, plus payment of
any additional amounts from funds in the pledged account from income from the mortgaged vessels under this credit facility on January 31,
2010. We have also agreed to use our best efforts to raise additional equity capital, with the participation of our largest stockholder in any such
transaction. In addition, during the period covered by the waiver we are not permitted to make dividend payments without the consent of our
lenders under this credit facility. On July 21, 2009, we entered into an agreement with the lenders under this credit facility to extend the waiver
period through October 1, 2010, with the above interest rate margin increases being applied to the revised waiver period, as well as to make
additional $5.0 million payments on April 30, 2010 and July 31, 2010, plus payment of any additional amounts from funds in the pledged
account from income from the mortgaged vessels under this credit facility on April 30, 2010, July 31, 2010 and September 30, 2010 as the
lenders under this credit agreement may determine.
KEXIM—Fortis Credit Facility . As of December 31, 2008, we were in breach of the corporate leverage ratio and net worth covenants
contained in our $144.0 million credit facility with the Export-Import Bank of Korea, or KEXIM, and Fortis Bank. We entered into an agreement
waiving compliance with such covenants for the year ended December 31, 2008 and providing that compliance with such covenants in respect of
the year ended December 31, 2009 will be tested within 180 days following that date. In return, we paid our lenders under this credit facility a
one-time fee of $360,000 and the interest rate margin was increased by 0.5 percentage points for the waiver period. As of June 30, 2009, we
were in breach of an additional corporate leverage ratio contained in this credit facility and on September 22, 2009, we entered into an agreement
with the lenders under this credit facility to extend the waiver of the breach of the corporate leverage ratio and net worth covenants obtained for
the year ended December 31, 2008, as well as any subsequent breaches of such covenant, through October 1, 2010 and waiving the breach of the
additional corporate leverage ratio covenant identified as of June 30, 2009, and any subsequent breaches of such covenant, through October 1,
2010, with an increase in the interest rate margin by 1.0 percentage points per annum for the waiver period from June 30, 2009 to December 31,
2009 and by 0.5 percentage points per annum for the waiver period from January 1, 2010 to October 1, 2010, as well as a one-time fee of
$360,000. We also agreed to use our best efforts to raise additional equity capital, and to use the net proceeds of any such equity capital issuance,
as well as any debt raised, to fund a portion of our newbuilding program. Under the terms of the waiver, during the waiver period we are not
permitted to pay dividends.
Emporiki Bank Credit Facility . As of December 31, 2008, we were in breach of the corporate leverage ratio and minimum net worth
covenants contained in our $156.8 million credit facility with Emporiki Bank. We entered into an agreement waiving breaches of such covenants
for the year ended December 31, 2008, as well as any subsequent breach of such covenants, up to January 31, 2010, with an increase in the
interest rate margin by 1.65 percentage points per annum for the waiver period and 0.65 percentage points per annum for the period thereafter.
On August 12, 2009, we entered into an agreement with the lender under this credit facility to extend the waiver period through October 1, 2010
(except for the minimum book net worth covenant, which was not breached as of June 30, 2009), with a one-time amendment fee of $0.2 million
and the above interest rate margin increases being applied to the revised waiver period.
Deutsche Bank Credit Facility . As of December 31, 2008, we were in breach of the corporate leverage ratio covenant contained in our
$180.0 million credit facility with Deutsche Bank. We entered into an agreement waiving the breach of such covenant for the year ended
December 31, 2008, as well as any subsequent breach of such covenant, up to January 31, 2010. In return, we paid to the bank a one-time fee of
0.3% of the loan amount. As of June 30, 2009, we were in breach of the collateral coverage ratio covenant contained in our credit facility with
Deutsche Bank, which was not covered by the waiver obtained in relation to the December 31, 2008 breach, which had an outstanding balance of
$180.0 million as of June 30, 2009. On August 6, 2009, we entered into an agreement with Deutsche Bank to extend the waiver of the breach of
the corporate leverage ratio covenant obtained for the year ended December 31, 2008, as well as any subsequent breaches of such covenant,
through October 1, 2010 and waiving the breach of the collateral coverage ratio covenant identified as of June 30, 2009, and any subsequent
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breaches, through October 1, 2010, with an increase in the interest rate margin by 1.315 percentage points per annum for the waiver period and
0.815 percentage points per annum thereafter, as well as a one-time fee of $0.4 million. We also agreed to use our best efforts to raise additional
equity capital. Under the terms of the waiver, during the waiver period we are not permitted to pay dividends without the consent of our lenders
under this credit facility.
Credit Suisse Credit Facility . As of December 31, 2008, we were in breach of the corporate leverage ratio and net worth covenants
contained in our credit facility with Credit Suisse. We entered into an agreement waiving breaches of such covenants for the year ended
December 31, 2008, as well as any subsequent breach of such covenants, up to January 31, 2010. As of June 30, 2009, we were in breach of the
collateral coverage ratio covenant, which was not covered by the waiver obtained in relation to the December 31, 2008 breaches, contained in
our $221.1 million credit facility with Credit Suisse, which had an outstanding balance of $92.9 million as of June 30, 2009. On July 29, 2009,
we entered into an agreement with Credit Suisse to extend the waiver of the breaches of the corporate leverage ratio and net worth covenants
obtained for the year ended December 31, 2008, as well as any subsequent breach of such covenants, through October 1, 2010 (except for the
minimum book net worth covenant, which was not breached as of June 30, 2009) and reducing the collateral coverage ratio to 100% from 125%
(at which revised collateral coverage ratio we would have been in compliance as of June 30, 2009) in respect of the period ended June 30, 2009
and through October 1, 2010, with an increase in the interest rate margin by 1.225 percentage points per annum for the waiver period and a onetime fee of $50,000. Under the terms of the waiver, during the waiver period we are not permitted to pay dividends without the consent of our
lenders under this credit facility.
Fortis Bank—Lloyds TSB—National Bank of Greece Credit Facility . As of December 31, 2008, we were in compliance with all
covenants contained in our $253.2 million credit facility with Fortis Bank—Lloyds TSB—National Bank of Greece. As of June 30, 2009, we
were in breach of the corporate leverage ratio and collateral coverage ratio covenants contained in this credit facility, which had an outstanding
balance of $253.2 million as of June 30, 2009. On August 14, 2009, we entered into an agreement, subject to receiving waivers through at least
October 1, 2010 of all breaches under our other credit facilities, with the lenders under our Fortis Bank—Lloyds TSB—National Bank of Greece
waiving the breach of the corporate leverage ratio and collateral coverage ratio covenant identified as of June 30, 2009, and any subsequent
breaches, through October 1, 2010, with an increase in the interest rate margin by 1.25 percentage points per annum for the remaining period of
the loan, as well as a one-time fee of $1.0 million. We also agreed to use our best efforts to raise additional equity capital, and to use the net
proceeds of any such equity capital issuance to fund a portion of our newbuilding program. Under the terms of the waiver, during the waiver
period we are not permitted to pay dividends.
Deutsche Schiffsbank—Credit Suisse—Emporiki Bank Credit Facility . During the first quarter of 2009, we were in breach of the
corporate leverage ratio and net worth covenants contained in our $298.5 million credit facility. On March 19, 2009, we entered into an
agreement waiving breaches of such covenants, as well as any subsequent breach of such covenants, up to January 31, 2010. During the waiver
period we are not permitted to pay dividends without the consent of our lenders under this credit facility. On August 17, 2009, we entered into an
agreement with the lenders to extend the waiver period through October 1, 2010 (except for the minimum book net worth covenant, which was
not breached as of June 30, 2009), with an increase in the interest rate margin by 0.8 percentage points per annum for the waiver period and a
one-time waiver fee of 0.2 percentage points on the outstanding loan amount.
HSH Nordbank Guarantee Facility (with Aegean Baltic Bank acting as agent) . As of December 31, 2008, we were in breach of the
corporate leverage ratio and net worth covenants contained in our $148.0 million guarantee facility with HSH Nordbank, with Aegean Baltic
Bank acting as agent. We entered into an agreement, pursuant to the terms and conditions of a commitment letter, regarding the guarantee
facility waiving breaches of such covenants for the year ended December 31, 2008, as well as any subsequent breach of such covenants, up to
October 1, 2010. In addition, during the period covered by the waiver we are not permitted to make dividend payments without the consent of
our lenders under this facility.
Qualitative and Quantitative Disclosures about Market Risk
Interest Rate Swaps
We have entered into interest rate swap agreements converting floating interest rate exposure into fixed interest rates in order to hedge our
exposure to fluctuations in prevailing market interest rates, as well as interest rate swap agreements converting the fixed rate we pay in
connection with certain of our credit facilities into floating interest rates in order to economically hedge the fair value of the fixed rate credit
facilities against fluctuations in prevailing market interest rates. See Note 11, Financial Instruments, to our condensed consolidated financial
statements (unaudited) included in this report. We do not use financial instruments for trading or other speculative purposes.
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Foreign Currency Exchange Risk
We have not entered into derivative instruments to hedge the foreign currency translation of assets or liabilities or foreign currency
transactions during the six months ended June 30, 2009. Refer to Note 11(c), Financial Instruments — Foreign Currency Forward Contracts with
respect to forward contracts expired and cash settled in April 2008. We do not use financial instruments for trading or other speculative
purposes.
Off-Balance Sheet Arrangements
We do not have any transactions, obligations or relationships that could be considered material off-balance sheet arrangements.
Capitalization
The table below sets forth our consolidated capitalization as of June 30, 2009:
•

on an actual basis; and

•

on an as adjusted basis to reflect additional borrowings drawn of $26.5 million, as well as scheduled principal repayments of $9.2
million in the period from July 1, 2009 to September 18, 2009.

There have been no material changes to our capitalization as adjusted in the table below since June 30, 2009. This table should be read in
conjunction with our condensed consolidated financial statements (unaudited) and the notes thereto included in this report.
As of June 30, 2009
Actual
As Adjusted
(US Dollars in thousands)

Debt:
Current portion of secured long term debt
Long term secured debt, net of current portion
Total debt

$

Stockholders’ equity:
Common stock, par value $0.01 per share; 200,000,000 shares authorized;
54,557,500 shares issued actual and as adjusted; 54,550,858 shares outstanding
actual and as adjusted
Additional paid-in capital
Treasury stock
Accumulated other comprehensive loss
Retained earnings
Total stockholders’ equity
Total capitalization

$

52,219 $
2,216,720
2,268,939

65,846
2,220,376
2,286,222

546
288,598
(39)
(308,640)
440,374
420,839
2,689,778 $

546
288,598
(39)
(308,640)
440,374
420,839
2,707,061

Recent Developments
We are considering an underwritten public offering of our common stock and, on August 6, 2009, filed a Registration Statement on
Form F-1 in connection therewith. We would intend to use the net proceeds from any such offering to fund a portion of our newbuilding
program and for general corporate purposes. Any such offering, including the number of shares of common stock to be sold, is subject to,
among other things, market conditions and there is no assurance that such an offering will be completed.
The charterer of six of our containerships, Zim Integrated Shipping Services Ltd., has stated that it was reducing, unilaterally, all of its
long-term charterhire payments to ship-owners by 35% commencing September 1, 2009 and for an indicated period of three years. We are in
discussions with Zim and are evaluating the situation. The vessels that we charter to Zim are currently operating under their 12-year time charter.
Zim is not a charterer of any of our newbuilding containerships.
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On September 9, 2009, at our annual meeting of stockholders, each of Dr. Coustas and Messrs. Itkin and Mundell were re-elected as
Class I directors for a three-year term expiring at the annual meeting of our stockholders in 2012 and our stockholders approved (i) an
amendment to our Amended and Restated Articles of Incorporation to authorize additional shares of common stock and additional shares of
preferred stock, (ii) an amendment to our Amended and Restated Articles of Incorporation to provide that the Board of Directors may amend,
adopt and repeal the bylaws of the company with a vote of sixty-six and two-thirds percent of the members of the entire Board, (iii) an
amendment and restatement of our Amended and Restated Bylaws to conform certain bylaws to reflect more customary provisions, and our
stockholders also ratified the appointment of our independent auditors, each as described in our proxy statement set forth as Exhibit 99.1 to our
report on Form 6-K furnished to the SEC on August 12, 2009. The Articles of Amendment, providing for the amendments described above, to
our Amended and Restated Articles of Incorporation are set forth as Exhibit 99.2 to this report and our Amended and Restated Bylaws, as
amended and restated as described above, are set forth as Exhibit 99.3 to this report.
Risk Factors
In addition to the risk factors set forth in our annual report on Form 20-F for the year ended December 31, 2008, filed with the SEC on
July 13, 2009, you should note the following updated risk factors.
Our business, and an investment in our securities, involves a high degree of risk, including risks relating to the downturn in the container
shipping market, which continues to adversely affect the major liner companies which charter our vessels and to have an adverse effect on
our earnings, affect our compliance with our loan covenants and could result in our having to restructure our obligations.
The abrupt and dramatic downturn in the containership market, from which we derive all of our revenues, has severely affected the container
shipping industry, particularly the large liner companies to which we charter our vessels, and has adversely affected our business. The average
daily charter rate of a 4,400 TEU containership, which represents the approximate average TEU capacity of our vessels, decreased from $36,000
in May 2008 to $6,500 in July 2009. The decline in charter rates is due to various factors, including the reduced availability of trade financing
for purchases of containerized cargo carried by sea, which has resulted in a significant decline in the volume of cargo shipments, and the level of
global trade, including exports from China to Europe and the United States. The decline in the containership market has affected the major liner
companies which charter our vessels, one of which, Zim Israel Integrated Shipping Services, recently stated that it is reducing, unilaterally, all of
its long-term charterhire payments to ship-owners by 35% commencing September 1, 2009. It also affects the value of our vessels, which follow
the trends of freight rates and containership charter rates, and earnings on our charters, and similarly, affects our cash flows and liquidity, as
well as adversely affecting our ability to obtain the significant amount of additional financing needed to fund the remaining installments on our
contracted newbuilding containerships. We have had to obtain waivers from the lenders under all but one of our credit facilities because we
have not been compliance with the covenants contained in our loan agreements. The decline in the containership charter market has had and
may continue to have additional adverse consequences for our industry including an absence of financing for vessel acquisitions and
newbuildings, the absence of an active secondhand market for the sale of vessels, charterers not performing under existing time charters and
widespread loan covenant defaults in the container shipping industry. As a result of this dramatic downturn in the container shipping industry,
including any of these factors, it is possible that we could become unable to service our debt and other obligations and could have to restructure
our obligations, either as part of a court supervised process or otherwise.
We have not been in compliance with financial covenants contained in certain of our credit facilities and the current low containership
charter rates and containership vessel values and any future declines in these rates and values will affect our ability to comply with various
covenants in our credit facilities.
Our credit facilities, which are secured by mortgages on our vessels, require us to maintain specified collateral coverage ratios and satisfy
financial covenants, including requirements based on the market value of our containerships and our net worth. The market value of
containerships is sensitive to, among other things, changes in the charter markets with vessel values deteriorating in times when charter rates are
falling and improving when charter rates are anticipated to rise. The current low in charter rates in the containership market coupled with the
prevailing difficulty in obtaining financing for vessel purchases have adversely affected containership values. These conditions have led to a
significant decline in the fair market values of our vessels and the extremely low prevailing interest rates have led to significant declines in the
fair value of our interest rate swap
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agreements. As a result, we were in breach of covenants contained in certain of our loan agreements as of December 31, 2008 and June 30,
2009, for each of which we have obtained waivers in 2009.
In 2009, we entered into waivers and amendments to certain of our credit facilities to waive the prior breaches, as of December 31, 2008
and new breaches as of June 30, 2009, resulting from the decrease in the market value of our vessels and the decline in the fair value of our
interest rate swaps, of covenants to maintain minimum ratios of the fair market value of our vessels securing a particular credit facility to the
aggregate outstanding indebtedness under such credit facility, a maximum ratio of total liabilities to market value adjusted total assets and
minimum net worth, including on a market adjusted basis, requirements contained in our applicable credit facilities, as well any subsequent
breaches of these covenants, through October 1, 2010, or in two instances reducing the collateral coverage ratio covenant requirement during
such period. Such waivers and covenants do not, however, cover other covenants contained in our credit facilities. If the current low charter rates
in the containership charter market and low vessel values continue, including continuing beyond the period covered by the waivers we obtained
in 2009, we may not be in compliance with these covenants or other covenants not covered by waivers, and would have to seek additional
waivers of compliance from our lenders and/or raise additional funds through asset sales, equity infusions or similar transactions. Our amended
loan agreements contain additional restrictions, including the requirement that we obtain prior written consent of certain of our lenders before
paying any dividends and caps on the per share and aggregate dividend that we may pay with respect to 2009 pursuant to the terms of our other
credit facilities.
If we fail to obtain extensions of our existing waiver agreements when necessary or comply with our covenants and are not able to obtain
covenant waivers or modifications with respect to such non-compliance, our lenders could require us to make prepayments or provide additional
collateral sufficient to bring us into compliance with such collateral coverage covenants, and if we fail to do so or with respect to other covenants
in any event, our lenders could accelerate our indebtedness and foreclose on the vessels in our fleet, which would impair our ability to continue
to conduct our business. In addition, if we were unable to obtain waivers, we could be required to reclassify all of our affected indebtedness as
current liabilities. Certain of these events, including under cross-default provisions, could in turn lead to additional defaults under our loan
agreements, and the consequent acceleration of the indebtedness thereunder and the commencement of similar foreclosure proceedings by other
lenders. If our indebtedness were accelerated in full or in part, it would be very difficult in the current financing environment for us to refinance
our debt or obtain additional financing and we could lose our vessels if our lenders foreclose their liens, which would adversely affect our ability
to continue our business. Any default by or the failure of our charterers to honor their obligations to us under our charter agreements would
reduce the likelihood that our lenders would be willing to provide waivers or covenant modifications or other accommodations.
Moreover, in connection with any waivers and/or amendments to our loan agreements, our lenders may impose additional operating and
financial restrictions on us and/or modify the terms of our existing loan agreements. These restrictions may limit our ability to, among other
things, pay dividends, make capital expenditures and/or incur additional indebtedness, including through the issuance of guarantees. In addition,
our lenders may require the payment of additional fees, require prepayment of a portion of our indebtedness to them, accelerate the amortization
schedule for our indebtedness and increase the interest rates they charge us on our outstanding indebtedness, all of which could adversely affect
our profitability and cash flows.
We are dependent on the ability and willingness of our charterers to honor their commitments to us for all of our revenues and the failure of
our charterers to meet their obligations under our time charter agreements could cause us to suffer losses or otherwise adversely affect our
business.
We derive all of our revenues from the payment of charter hire by our charterers. Our 41 containerships are currently employed under
time charters with 10 customers, with 74% of our revenues in 2008 generated from four customers. We have also arranged long-term time
charters for each of our 28 contracted newbuilding containerships. We could lose a charterer or the benefits of a time charter if:
•
•
•
•

the charterer fails to make charter payments to us because of its financial inability, disagreements with us, defaults on a payment or
otherwise;
the charterer exercises certain specific limited rights to terminate the charter;
we do not take delivery of a contracted newbuilding containership at the agreed time; or
the charterer terminates the charter because the ship fails to meet certain guaranteed speed and fuel consumption requirements and
we are unable to rectify the situation or otherwise reach a mutually acceptable settlement.

If we lose a time charter, we may be unable to re-deploy the related vessel on terms as favorable to us. We would not receive any
revenues from such a vessel while it remained unchartered, but we may be required to pay expenses necessary to maintain the vessel in proper
operating condition, insure it and service any indebtedness secured by such vessel.
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The time charters on which we deploy our containerships generally provide for charter rates that are significantly above current market
rates. The ability and willingness of each of our counterparties to perform its obligations under their time charters with us will depend on a
number of factors that are beyond our control and may include, among other things, general economic conditions, the condition of the container
shipping industry, which has experienced severe declines in the second half of 2008 and in 2009, and the overall financial condition of the
counterparty. Furthermore, the combination of a reduction in cash flow resulting from declines in world trade, a reduction in borrowing bases
under credit facilities and the reduced availability of debt and equity financing may result in a significant reduction in the ability of our charterers
to make charter payments to us. For example, Senator Lines, the charterer of one of our vessels defaulted on its charter due to its insolvency in
the first quarter of 2009 and the replacement charter we were able to arrange was at a reduced rate. In addition, the charterer of six of our
containerships, Zim Israel Integrated Shipping Services, has stated that it is reducing, unilaterally, all of its long-term charterhire payments to
ship-owners by 35% commencing September 1, 2009. The likelihood of a charterer seeking to renegotiate or defaulting on its charter with us
may be heightened to the extent such customers are not able to utilize the vessels under charter from us, and instead leave such chartered vessels
idle. Should a charterer fail to honor its obligations under agreements with us, it may be difficult to secure substitute employment for such
vessel, and any new charter arrangements we secure would be at lower rates given the currently depressed charter rates. If one or more of our
charterers fail to meet their obligations to us, we could sustain significant losses which would have a material adverse effect on our business,
financial condition, results of operations and cash flows, as well as our ability to pay our debt service and otherwise comply with the covenants
in our credit facilities. In these circumstances, we might ourselves have to seek to restructure our obligations, either as part of a court supervised
process or otherwise.
The charterer of six of our containerships has unilaterally reduced its charter payments under the charters for these vessels by 35%.
The charterer of six of our containerships, Zim Israel Integrated Shipping Services, recently stated that it is reducing, unilaterally, all of its
long-term charterhire payments to ship-owners by 35% commencing September 1, 2009, and for an indicated period of three years, in connection
with its announced restructuring efforts. Furthermore, it is possible that, as part of a court-supervised restructuring, ZIM may seek to have this
unilateral rate reduction, or an even larger rate reduction, approved as a condition to affirming these charters or seek to reject the charters. These
charters represent a significant amount of revenue and the principal source of funds for repayment of $346 million of our indebtedness which is
secured by these vessels. Although this was a unilateral action by ZIM, enforcing our rights to full payment under these charters is time
consuming, uncertain and ultimately may be insufficient to compensate us or prove counterproductive. If ZIM were to default on its obligations
under these charters upon rejection of such charters in a court-supervised process or otherwise, we would likely have difficulty servicing our
debt under such credit facilities and would likely need to seek an agreement from our lenders to modify our debt repayment obligations
thereunder. If we fail to comply with our obligations under these loan agreements, our lenders could accelerate our outstanding indebtedness
thereunder and foreclose on the vessels securing such loans. If charterers of our other vessels were to fail to meet their obligations under the
charters for our vessels or seek to reduce their charter rates thereunder, as part of a court-led restructuring or otherwise, we could be unable to
service our debt and other obligations and could ourselves have to restructure our obligations, either as part of a court supervised process or
otherwise.
Although we have arranged charters for each of our 28 contracted newbuilding vessels, we are dependent on the ability and willingness of
the charterers to honor their commitments under such charters as it would be difficult to redeploy such vessels at equivalent rates, or at all, if
charter markets continue to experience weakness.
We are dependent on the ability and willingness of the charterers to honor their commitments under the multi-year time charters we have
arranged for each of our 28 contracted newbuilding vessels. The combination of a reduction of cash flow resulting from declines in world trade,
a reduction in borrowing bases under credit facilities and the lack of availability of debt or equity financing may result in a significant reduction
in the ability of our charterers to make charter payments to us. Furthermore, the surplus of containerships available at lower charter rates and
lack of demand for our customers’ liner services could negatively affect our charterers’ willingness to perform their obligations under the time
charters for our newbuildings, which provide for charter rates significantly above current market rates. In addition, if we fail to obtain financing
for any of our newbuilding containerships or otherwise fail to timely deliver such containerships to their respective charterers, such charterers
may cancel their charter contracts with, and, possibly assert claims against, us. The combination of the current surplus of containership capacity,
and the expected significant increase in the size of the world containership fleet over the next few years, as the high volume of containerships
currently being constructed are delivered, would make it difficult to secure substitute employment for any of our newbuilding containerships if
our counterparties failed to perform their obligations under the currently arranged time charters, and any new charter arrangements we were able
to secure would be at lower rates given currently depressed charter rates. As a result, we could sustain significant losses which would have a
material adverse effect on our business, financial condition, results of operations and cash flows, as well as our ability to pay dividends, if any, in
the future, and comply with the covenants in our credit facilities. If the charterers do not honor their commitments under these
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charters, we may have rights for certain claims, subject to the terms and conditions of each charter. However, pursuing these claims may be time
consuming, uncertain and ultimately insufficient to compensate us for any failure of the charterers to honor their commitments.
No financing has been arranged for the acquisition of 12 of our 28 newbuilding containerships under construction, which 12 containerships
are expected to be delivered to us at various times in 2010, 2011 and 2012, and the current state of global financial markets and current
economic conditions may adversely impact our ability to obtain financing on acceptable terms which may hinder or prevent us from fulfilling
our obligations under our agreements to complete the construction of these newbuilding containerships, which could result in the loss of our
deposit money and additional liability to shipyards and charterers.
We currently have contracts for the construction of 28 newbuilding containerships, with aggregate remaining installment payments of
$2.1 billion as of June 30, 2009. Of these 28 newbuilding containerships, 4, 12, 7 and 5 vessels are expected to be delivered to us in the
remainder of 2009, in 2010, 2011 and 2012, respectively. We will need to procure significant additional financing in order to fund the remaining
installment payments for these newbuildings and, currently, have no financing arranged for the acquisition of 12 of the newbuilding
containerships expected to be delivered to us at various times in 2010, 2011 and 2012. Our ability to obtain financing in the current economic
environment, particularly for the acquisition of containerships, which are experiencing low charter rates and depressed vessel values, is limited
and unless we are successful in obtaining debt financing, and our cash flow from operations remains stable or increases, we may not be able to
complete these transactions. Furthermore, the loss of an existing charter for any of these contracted newbuilding containerships, due to the
insolvency of or default by a charterer or otherwise, would further exacerbate the difficulty in obtaining financing for such vessels, which have
contracted construction prices well above the current charter-free market value of such vessels. In addition, the loss of an existing charter, or
other failure to satisfy other conditions to our lenders’ financing commitments with respect to these vessels, could result in additional funding
requirements which would be difficult for us to meet in the current container shipping and financing environment. Prevailing conditions in the
global financial markets may also preclude us from raising additional equity capital or issuing equity at prices which would not be dilutive to
existing stockholders, or at all. If we were not able to complete any of these transactions, we could lose our advances for vessels under
construction, which amounted to $1.1 billion as of June 30, 2009, and incur additional liability to charterers and shipyards, which may pursue
claims against us under our newbuilding construction contracts and retain and sell to third parties such newbuildings to the extent completed, and
costs. Accordingly, it may be necessary for us, together with our charterers, to engage in negotiations, which could be difficult and prolonged,
with the shipyards constructing our 28 newbuilding containerships for further delivery date extensions, beyond the modest extensions previously
agreed in 2009, and substantially restructured payment schedules and terms, including possible price reductions, for such vessels, and there can
be no assurance that we could reach satisfactory resolution of any such negotiations with the shipyards and our financing banks. If we cannot
arrange financing when these installment payments come due, we could exhaust our existing cash resources and available financing.
Our profitability and growth depend on the demand for containerships and the recent changes in general economic conditions, and the
impact on consumer confidence and consumer spending, has resulted and may continue to result in a decrease in containerized shipping
volume, driving charter rates to significantly lower levels than the historical highs of the past few years. Charter hire rates for
containerships may continue to experience volatility or settle at depressed levels, which would, in turn, adversely affect our profitability.
Demand for our vessels depends on demand for the shipment of cargoes in containers and, in turn, containerships. The ocean-going
container shipping industry is both cyclical and volatile in terms of charter hire rates and profitability. In the second half of 2008 and the first
half of 2009, the ocean-going container shipping industry has experienced severe declines, with charter rates at significantly lower levels than
the historical highs of the past few years. Variations in containership charter rates result from changes in the supply and demand for ship
capacity and changes in the supply and demand for the major products transported by containerships. The factors affecting the supply and
demand for containerships and supply and demand for products shipped in containers are outside of our control, and the nature, timing and
degree of changes in industry conditions are unpredictable. The recent global economic slowdown and disruptions in the credit markets have
significantly reduced demand for products shipped in containers and, in turn, containership capacity.
Factors that influence demand for containership capacity include:
•
•
•
•
•
•
•

supply and demand for products suitable for shipping in containers;
changes in global production of products transported by containerships;
the distance that container cargo products are to be moved by sea;
the globalization of manufacturing;
global and regional economic and political conditions;
developments in international trade;
changes in seaborne and other transportation patterns, including changes in the distances over which containerized
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•
•

cargoes are transported;
environmental and other regulatory developments; and
currency exchange rates.

Factors that influence the supply of containership capacity include:
•
•
•
•
•
•

the number of new building deliveries;
the scrapping rate of older containerships;
the price of steel and other raw materials;
changes in environmental and other regulations that may limit the useful life of containerships;
the number of containerships that are out of service; and
port congestion.

Consumer confidence and consumer spending have deteriorated significantly over the past year, and could remain depressed for an
extended period. Consumer purchases of discretionary items, many of which are transported by sea in containers, generally decline during
periods where disposable income is adversely affected or there is economic uncertainty and, as a result, liner company customers may ship fewer
containers or may ship containers only at reduced rates. This decrease in shipping volume could adversely impact our liner company customers
and, in turn, demand for containerships. As a result, charter rates and vessel values in the containership sector have decreased significantly and
the counterparty risk associated with the charters for our vessels has increased.
Our ability to recharter our containerships upon the expiration or termination of their current charters and the charter rates payable under
any renewal or replacement charters will depend upon, among other things, the prevailing state of the charter market for containerships. If the
charter market is depressed, as it has been in the latter half of 2008 and in 2009, when our vessels’ charters expire, with the next vessels up for
rechartering being eight containerships in 2010, we may be forced to recharter the containerships, if we are able to recharter such vessels at all, at
sharply reduced rates and even possibly at a rate whereby we incur a loss, which may reduce our earnings or make our earnings volatile. The
same issues will exist if we acquire additional containerships, if we are able to recharter such vessels at all, and attempt to obtain multi-year
charter arrangements as part of an acquisition and financing plan.
Containership values have recently decreased significantly, and may remain at these depressed levels, or decrease further, and over time may
fluctuate substantially. If these values are low at a time when we are attempting to dispose of a vessel, we could incur a loss.
Due to the sharp decline in world trade and containership charter rates, the market values of the containerships in our fleet are currently
significantly lower than prior to the downturn in the second half of 2008. Containership values may remain at current low, or lower, levels for a
prolonged period of time and can fluctuate substantially over time due to a number of different factors, including:
•
•
•
•
•

prevailing economic conditions in the markets in which containerships operate;
changes in and the level of world trade;
the supply of containership capacity;
prevailing charter rates; and
the cost of retrofitting or modifying existing ships, as a result of technological advances in vessel design or equipment, changes in
applicable environmental or other regulations or standards, or otherwise.

In the future, if the market values of our vessels experience further deterioration or we lost the benefits of the existing charter
arrangements for any of our vessels and could not replace such arrangements with charters at comparable rates, we may be required to record an
impairment charge in our financial statements, which could adversely affect our results of operations. If a charter expires or is terminated, we
may be unable to re-charter the vessel at an acceptable rate and, rather than continue to incur costs to maintain and finance the vessel, may seek
to dispose of it. Our inability to dispose of the containership at a reasonable price could result in a loss on its sale and adversely affect our results
of operations and financial condition.
17

Our credit facilities impose operating and financial restrictions on us, and if we receive waivers and/or amendments to our loan agreements,
our lenders may impose additional operating and financial restrictions on us and/or modify the terms of our existing loan agreements.
Our credit facilities and the covenant waiver agreements we obtained in 2009 impose, and our future financing arrangements, as well as
any future waivers which may need to be obtained, may impose, operating and financial restrictions on us. These restrictions may limit our
ability to:
•
•
•
•
•
•
•

incur additional indebtedness;
create liens on our assets;
sell capital stock of our subsidiaries;
make investments;
engage in mergers or acquisitions;
pay dividends; or
make capital expenditures.

Certain of our credit facilities require us to maintain specified financial ratios and satisfy financial covenants. These financial ratios and
covenants include requirements that we:
•

maintain a market value adjusted net worth of at least $400.0 million and stockholders’ equity of at least $250.0 million;

•

ensure that the aggregate market value of our vessels in our fleet exceeds 145.0% of our net consolidated debt at all times under our
KEXIM-Fortis credit facility;

•

ensure that the ratio of the aggregate market value of the vessels in our fleet securing the applicable loan to our outstanding
indebtedness under such loan at all times exceeds (i) 115% under our Emporiki Bank credit facility and (ii) a range from 120% to
125% under our other credit facilities (reduced to 100% under our RBS credit facility and our Credit Suisse credit facility during the
applicable waiver period);

•

maintain adjusted stockholders’ equity in excess of 30.0% of our total market value adjusted assets;

•

ensure that our total liabilities (after deducting cash and cash equivalents), at all times, will be no more than 70.0% (or 75% under
one of our credit facilities) of our total market value adjusted assets;

•

maintain aggregate cash and cash equivalents of no less than the higher of (a) $30 million and (b) 3% of our total indebtedness until
November 14, 2011 and 4% of our total indebtedness at all times thereafter; and

•

maintain a ratio of EBITDA to net interest expense of no less than 2.5 to 1.0.

As a result of low containership charter rates and vessel values, as well as the reduced fair value of our interest rate swaps due to low
prevailing interest rates, in 2009 we had to obtain waivers of covenant breaches under our credit facilities as of December 31, 2008 and new
breaches as of June 30, 2009. If we fail to meet our payment or covenant compliance obligations under our secured credit facilities, either with
respect to those covenants not covered by waivers or any covenants after their applicable waiver periods expire, our lenders could then accelerate
our indebtedness and foreclose on the vessels in our fleet securing those credit facilities, which could result in cross-defaults under our other
credit facilities, and the consequent acceleration of the indebtedness thereunder and the commencement of similar foreclosure proceedings by
other lenders. The loss of these vessels would have a material adverse effect on our operating results and financial condition.
We may be unable to draw down the full amount of our credit facilities, and may have difficulty obtaining other financing, if the market
values of our vessels further decline.
There are restrictions on the amount of cash that can be advanced to us under our credit facilities based on the market value of the vessel
or vessels in respect of which the advance is being made. If the market value of our fleet, which has experienced substantial recent declines,
declines further, we may not be able to draw down the full amount of certain of our committed credit facilities, obtain other financing or incur
debt on terms that are acceptable to us, or at all. We may also not be able to refinance our debt or obtain additional financing, particularly for
our newbuilding vessels which have purchase prices that are likely significantly in excess of their current charter-free market value.
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We cannot be assured that we will be able to raise financing sufficient to meet our future capital and operating needs and future issuances of
equity or equity-linked securities may result in significant dilution and adversely affect the market price of our common stock.
We have filed a Registration Statement on Form F-1 for our issuance and sale of common stock in an underwritten public offering. Such
offering, including the number of shares of common stock to be sold, is subject to, among other things, market conditions. In addition, we may
pursue additional sales of equity and equity-linked securities, including to our directors, officers, existing stockholders or affiliates, as part of our
efforts to enhance our liquidity position and fund our newbuilding program. Even if we successfully complete such offering, we cannot be
assured that the proceeds will be sufficient to meet our capital and operating needs, particularly if the charter rates in the containership charter
market remain low for a prolonged period of time.
We may have to attempt to sell additional shares in the future to satisfy our capital and operating needs. Lenders may be unwilling to
provide future financing or may provide future financing only at significantly increased rates. If we sell shares in the future, the prices at which
we sell these future shares will vary, and these variations may be significant.
Our existing stockholders will experience dilution, which could be significant, if we sell shares at prices below the price at which such
previous stockholders invested. We cannot predict the effect that future sales of our common stock or other equity-related securities would have
on the market price of our common stock.
Forward Looking Statements
Matters discussed in this report may constitute forward-looking statements within the meaning of the safeharbor provisions of
Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Forward-looking statements reflect our
current views with respect to future events and financial performance and may include statements concerning plans, objectives, goals, strategies,
future events or performance, and underlying assumptions and other statements, which are other than statements of historical facts. The forwardlooking statements in this report are based upon various assumptions, many of which are based, in turn, upon further assumptions, including
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 it will achieve or accomplish
these expectations, beliefs or projections. Important factors that, in our view, could cause actual results to differ materially from those discussed
in the forward-looking statements include the strength of world economies and currencies, general market conditions, including changes in
charterhire rates and vessel values, charter counterparty performance, ability to obtain financing and comply with covenants contained in our
financing agreements, shipyard performance, changes in demand that may affect attitudes of time charterers to scheduled and unscheduled
drydocking, changes in our operating expenses, including bunker prices, dry-docking and insurance costs, actions taken by regulatory
authorities, potential liability from pending or future litigation, domestic and international political conditions, potential disruption of shipping
routes due to accidents and political events or acts by terrorists.
Risks and uncertainties are further described in reports filed by us with the U.S. Securities and Exchange Commission.
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DANAOS CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS (unaudited)
(Expressed in thousands of United States Dollars, except share amounts)
As of
June 30, 2009

Notes

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Restricted cash, current portion
Accounts receivable, net
Inventories
Prepaid expenses
Due from related parties
Other current assets
Total current assets

$

156,721
130,995
1,454
8,145
437
6,654
4,133
308,539

$

120,720
104,401
1,119
8,070
999
7,118
7,767
250,194

$

1,507,689
1,077,656
98,627
20,711
4,938
2,709,621
3,018,160

$

1,339,645
1,067,825
147,141
16,098
7,561
2,578,270
2,828,464

$

11,019
21,888
52,219
6,847
68,648
160,621

$

13,902
11,429
42,219
6,448
48,217
122,215

$

2,216,720
5,022
214,958
2,436,700
2,597,321

$

2,065,459
6,112
415,644
2,487,215
2,609,430

3

NON-CURRENT ASSETS
Fixed assets, net
Advances for vessels under construction
Restricted cash, net of current portion
Deferred charges, net
Other non-current assets
Total non-current assets
Total assets

4
5
3
6
7, 11b

$

LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES
Accounts payable
Accrued liabilities
Long-term debt, current portion
Unearned revenue, current portion
Other current liabilities
Total current liabilities

10
8

LONG-TERM LIABILITIES
Long-term debt, net of current portion
Unearned revenue, net of current portion
Other long-term liabilities
Total long-term liabilities
Total liabilities

10
8,11a

$

Commitments and Contingencies

12

STOCKHOLDERS’ EQUITY
Common stock (par value $0.01, 200,000,000 common shares authorized,
54,557,500 common shares issued as of June 30, 2009 and
December 31, 2008 and 54,550,858 and 54,542,500 outstanding as of
June 30, 2009 and December 31, 2008, respectively)
Additional paid-in capital
Treasury stock
Accumulated other comprehensive loss
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

$

$

—

13
14, 11a

$

546
288,598
(39)
(308,640)
440,374
420,839
3,018,160 $

The accompanying notes are an integral part of these condensed consolidated financial statements.
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As of
December 31, 2008

—

546
288,615
(88)
(474,514)
404,475
219,034
2,828,464

DANAOS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (unaudited)
(Expressed in thousands of United States Dollars, except per share amounts)
Three months ended
June 30,
2009
2008

Notes

OPERATING REVENUES
OPERATING EXPENSES
Voyage expenses
Vessel operating expenses
Depreciation
Amortization of deferred drydocking and
special survey costs
Bad debt expense
General and administration expenses
Gain on sale of vessels
Income From Operations

$

4
6

OTHER INCOME (EXPENSE)
Interest income
Interest expense
Other finance costs, net
Other income (expense), net
(Loss)/gain on fair value of derivatives
Total Other Income (Expenses), net
Net income from continuing operations
Net loss from discontinued operations
Net Income
EARNINGS PER SHARE
Basic and diluted net income per share
(from continuing operations)
Basic and diluted net loss per share (from
discontinued operations)
Basic and diluted net income per share
Basic and diluted weighted average number
of common shares

15

79,128

$

73,909

$

154,380

143,786

(2,569)
(22,554)
(12,366)

(3,851)
(45,877)
(29,132)

(4,159)
(42,364)
(24,125)

(2,179)
—
(3,468)
—
32,909

(1,757)
(135)
(3,020)
9,346
40,854

(4,094)
—
(6,588)
—
64,838

(3,367)
(181)
(5,833)
14,928
78, 685

719
(9,410)
(881)
(640)
(6,843)
(17,055)

854
(6,526)
(851)
211
(800)
(7,112)

1,705
(17,584)
(1,217)
(1,059)
(10,784)
(28,939)

1,940
(14,698)
(1,276)
(82)
690
(13,426)

15,854
—
15,854

$
$
$

$

0.29

$

$
$

—
0.29

$
$

54,551

33,742 $
(1,527) $
32,215 $

35,899
—
35,899

$
$
$

$

0.66

$

1.20

(0.03) $
0.59 $

—
0.66

$
$

(0.03)
1.17

0.62

54,558

54,549

The accompanying notes are an integral part of these condensed consolidated financial statements.
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$

(1,847)
(23,814)
(14,911)

$
$
$
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Six months ended
June 30,
2009
2008

65,259
(1,522)
63,737

54,558

DANAOS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)
(Expressed in thousands of United States Dollars)
Six months ended
June 30,
2009

Cash Flows from Operating Activities
Net income

$

Adjustments to reconcile net income to net cash provided by operating activities
Depreciation
Amortization of deferred drydocking and special survey costs
Written off amount of drydocking and special survey
Written off amount of finance and other costs
Amortization of finance and other costs
Stock based compensation
Payments for drydocking/special survey
Gain on sale of vessels
Change in fair value of derivative instruments

2008

35,899

$

63,737

29,132
4,094
—
412
305
32
(5,753)
—
(15,848)

24,125
3,367
181
128
67
23
(6,256)
(14,928)
(7,102)

(335)
(75)
562
464
3,489

2,044
(798)
(411)
(3,756)
4,335

(2,883)
10,459
(691)
363
59,626

1,552
5,693
(630)
—
71,371

(237)
(206,770)
—
(207,007)

(76,480)
(245,870)
69,103
(253,247)

Cash Flows from Financing Activities
Proceeds from long-term debt
Payments of long-term debt
Dividends paid
Deferred finance costs
Deferred public offering costs
Decrease of restricted cash
Net Cash provided by Financing Activities

181,243
(16,110)
—
(3,671)
—
21,920
183,382

315,453
(43,809)
(50,739)
(1,465)
(113)
717
220,044

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at beginning of period
Cash and Cash Equivalents at end of period

$

36,001
120,720
156,721

$

38,168
63,495
101,663

Supplementary Cash Flow information
Decrease in vessels’ values in respect of lease arrangements

$

—

$

16,944

(Increase)/Decrease in
Accounts receivable
Inventories
Prepaid expenses
Due from related parties
Other assets, current and long-term
Increase/(Decrease) in
Accounts payable
Accrued liabilities
Unearned revenue (including long-term)
Other liabilities, current and long-term
Net Cash provided by Operating Activities
Cash Flows from Investing Activities
Vessel acquisitions including advances for vessel acquisitions
Vessels under construction
Proceeds from sale of vessels
Net Cash used in Investing Activities

The accompanying notes are an integral part of these condensed consolidated financial statements.
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DANAOS CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
1

Basis of Presentation and General Information

The accompanying condensed consolidated financial statements (unaudited) have been prepared in conformity with accounting
principles generally accepted in the United States of America (“U.S. GAAP”). The reporting and functional currency of the Company is
the United States Dollar.
Danaos Corporation (“Danaos”), formerly Danaos Holdings Limited, was formed on December 7, 1998, under the laws of
Liberia and is presently the sole owner of all outstanding shares of the companies listed below. Danaos Holdings Limited was
redomiciled in the Marshall Islands on October 7, 2005. In connection with the redomiciliation, the Company changed its name to
Danaos Corporation. On October 14, 2005, the Company filed and the Marshall Islands accepted Amended and Restated Articles of
Incorporation. Under the Amended and Restated Articles of Incorporation, the authorized capital stock of Danaos Corporation
increased to 100,000 shares of common stock with a par value of $0.01 and 1,000 shares of preferred stock with a par value of $0.01.
On September 18, 2006, the Company filed and Marshall Islands accepted Amended and Restated Articles of Incorporation. Under the
Amended and Restated Articles of Incorporation, the authorized capital stock of Danaos Corporation increased to 200,000,000 shares of
common stock with a par value of $0.01 and 5,000,000 shares of preferred stock with a par value of $0.01.
In the opinion of management, the accompanying condensed consolidated financial statements (unaudited) of Danaos and
subsidiaries contain all adjustments necessary to present fairly, in all material respects, Danaos’s consolidated financial position as of
June 30, 2009, the consolidated results of operations for the three and six months ended June 30, 2009 and 2008 and the consolidated
cash flows for the six months ended June 30, 2009 and 2008. All such adjustments are deemed to be of a normal, recurring nature.
These financial statements should be read in conjunction with the consolidated financial statements and related notes included in
Danaos’s Annual Report on Form 20-F for the year ended December 31, 2008. The results of operations for the three and six months
ended June 30, 2009, are not necessarily indicative of the results to be expected for the full year.
The year-end condensed balance sheet data was derived from audited financial statements, but does not include all disclosures
required by accounting principles generally accepted in the United States of America.
Where necessary, comparative figures have been reclassified to conform with changes in presentation in the current year. For
the three and the six months ended June 30, 2008, the Company reclassified an amount of $1.2 million and $0.4 million, respectively,
from “Interest Expense” to “(Loss)/gain on fair value of derivatives” in relation to the realized portion of our interest rate swaps.
The Company’s principal business is the acquisition and operation of vessels. Danaos conducts its operations through the
vessel owning companies whose principal activity is the ownership and operation of containerships that are under the exclusive
management of a related party of the Company.
The accompanying condensed consolidated financial statements (unaudited) represent the consolidation of the accounts of the
Company and its wholly owned subsidiaries. The subsidiaries are fully consolidated from the date on which control is transferred to the
Company. They are de-consolidated from the date that control ceases. Inter-company transaction balances and unrealized gains on
transactions between the companies are eliminated.
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DANAOS CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
1

Basis of Presentation and General Information (continued)

The Company also consolidates entities that are determined to be variable interest entities as defined in Financial Accounting
Standards Board (“FASB”) Interpretation No. 46(R), Consolidation of Variable Interest Entities an Interpretation of ARB No. 51 (“FIN
46(R)” ). A variable interest entity is defined by FIN 46(R) as a legal entity where either (a) equity interest holders as a group lack the
characteristics of a controlling financial interest, including decision making ability and an interest in the entity’s residual risks and
rewards, or (b) the equity holders have not provided sufficient equity investment to permit the entity to finance its activities without
additional subordinated financial support, or (c) the voting rights of some investors are not proportional to their obligations to absorb the
expected losses of the entity, their rights to receive the expected residual returns of the entity, or both and substantially all of the entity’s
activities either involve or are conducted on behalf of an investor that has disproportionately few voting rights.
The condensed consolidated financial statements (unaudited) have been prepared to reflect the consolidation of the companies
listed below. The historical balance sheets and results of operations of the companies listed below have been reflected in the
consolidated balance sheets and consolidated statements of income, cash flows and stockholders’ equity at and for each period since
their respective incorporation dates.
The consolidated companies are referred to as “Danaos,” or “the Company.”
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DANAOS CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
1

Basis of Presentation and General Information (continued)

As of June 30, 2009, Danaos included the vessel owning (including vessels under contract and/or construction) companies (the
“Danaos Subsidiaries”) listed below. All vessels are container vessels:
Company

Deleas Shipping Ltd.
Seasenator Shipping Ltd.
Seacaravel Shipping Ltd.
Peninsula Maritime Inc.
Appleton Navigation S.A.
Geoffrey Shipholding Ltd.
Lacey Navigation Inc.
Saratoga Trading S.A.
Tyron Enterprises S.A.
Independence Navigation Inc.
Victory Shipholding Inc.
Duke Marine Inc.
Commodore Marine Inc.
Containers Services Inc.
Containers Lines Inc.
Oceanew Shipping Ltd.
Oceanprize Navigation Ltd.
Federal Marine Inc.
Karlita Shipping Co. Ltd.
Ramona Marine Co. Ltd.
Boxcarrier (No. 6) Corp.
Boxcarrier (No. 7) Corp.
Boxcarrier (No. 8) Corp.
Auckland Marine Inc.
Seacarriers Services Inc.
Speedcarrier (No. 1) Corp.
Speedcarrier (No. 2) Corp.
Speedcarrier (No. 3) Corp.
Speedcarrier (No. 5) Corp.
Speedcarrier (No. 4) Corp.
Wellington Marine Inc.
Seacarriers Lines Inc.
Speedcarrier (No. 7) Corp.
Speedcarrier (No. 6) Corp.
Speedcarrier (No. 8) Corp.
Bayview Shipping Inc.
Channelview Marine Inc.
Balticsea Marine Inc.
Continent Marine Inc.
Medsea Marine Inc.
Blacksea Marine Inc.

Date of Incorporation

July 29, 1987
June 11, 1996
June 11, 1996
June 10, 1997
May 12, 1998
September 22, 1997
March 5, 1998
May 8, 1998
January 26, 1999
October 9, 2002
October 9, 2002
April 14, 2003
April 14, 2003
May 30, 2002
May 30, 2002
January 4, 2002
January 21, 2003
February 14, 2006
February 27, 2003
February 27, 2003
June 27, 2006
June 27, 2006
November 16, 2006
January 27, 2005
June 28, 2005
June 28, 2007
June 28, 2007
June 28, 2007
June 28, 2007
June 28, 2007
January 27, 2005
June 28, 2005
December 6, 2007
December 6, 2007
December 6, 2007
March 22, 2006
March 22, 2006
March 22, 2006
March 22, 2006
May 8, 2006
May 8, 2006

Vessel Name

Hanjin Montreal
AL Rayyan
YM Yantian
MSC Eagle
CMA CGM Komodo
CMA CGM Kalamata
CMA CGM Elbe
YM Milano
CMA CGM Passiflore
CMA CGM Vanille
CMA CGM Lotus
Hyundai Duke
Hyundai Commodore
Maersk Deva
Bunga Raya Tiga
CSCL Europe
MSC Baltic
Hyundai Federal
CSCL Pusan
CSCL Le Havre
MSC Marathon
Maersk Messologi
Maersk Mytilini
YM Colombo
YM Seattle
Hyundai Vladivostok
Hyundai Advance
Hyundai Stride
Hyundai Future
Hyundai Sprinter
YM Singapore
YM Vancouver
Hyundai Highway
Hyundai Progress
Hyundai Bridge
Zim Rio Grande
Zim Sao Paolo
Zim Kingston
Zim Monaco
Zim Dalian
Zim Luanda
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Year
Built

1984
1989
1989
1978
1991
1991
1991
1988
1986
1986
1988
1992
1992
2004
2004
2004
2004
1994
2006
2006
1991
1991
1991
2004
2007
1997
1997
1997
1997
1997
2004
2007
1998
1998
1998
2008
2008
2008
2009
2009
2009

TEU

2,130
3,908
3,908
1,704
2,917
2,917
2,917
3,129
3,039
3,045
3,098
4,651
4,651
4,253
4,253
8,468
8,468
4,651
9,580
9,580
4,814
4,814
4,814
4,300
4,253
2,200
2,200
2,200
2,200
2,200
4,300
4,253
2,200
2,200
2,200
4,253
4,253
4,253
4,253
4,253
4,253

DANAOS CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
1

Basis of Presentation and General Information (continued)
Date of
Incorporation

Company

Vessels under construction
CellContainer (No. 1) Corp.
Boxcarrier (No. 1) Corp.
Boxcarrier (No. 2) Corp.
Boxcarrier (No. 3) Corp.
CellContainer (No. 2) Corp.
CellContainer (No. 3) Corp.
CellContainer (No. 4) Corp.
CellContainer (No. 5) Corp.
Boxcarrier (No. 4) Corp.
Boxcarrier (No. 5) Corp.
Expresscarrier (No. 1) Corp.
Expresscarrier (No. 2) Corp.
Expresscarrier (No. 3) Corp.
Expresscarrier (No. 4) Corp.
Expresscarrier (No. 5) Corp.
Cellcontainer (No. 6) Corp.
Teucarrier (No. 1) Corp.
Teucarrier (No. 2) Corp.
Teucarrier (No. 3) Corp.
Teucarrier (No. 4) Corp.
Teucarrier (No. 5) Corp.
Cellcontainer (No. 7) Corp.
Cellcontainer (No.8) Corp.
Megacarrier (No. 1) Corp.
Megacarrier (No. 2) Corp.
Megacarrier (No. 3) Corp.
Megacarrier (No. 4) Corp.
Megacarrier (No. 5) Corp.
*

Vessel Name

March 23, 2007
June 27, 2006
June 27, 2006
June 27, 2006
March 23, 2007
March 23, 2007
March 23, 2007
March 23, 2007
June 27, 2006
June 27, 2006
March 5, 2007
March 5, 2007
March 5, 2007
March 5, 2007
March 5, 2007
October 31, 2007
January 31, 2007
January 31, 2007
January 31, 2007
January 31, 2007
September 17, 2007
October 31, 2007
October 31, 2007
September 10, 2007
September 10, 2007
September 10, 2007
September 10, 2007
September 10, 2007

Estimated completion year.
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Hull No. N-219
Hull No. S4001
Hull No. S4002
Hull No. S4003
Hull No. N-220
Hull No. N-221
Hull No. N-222
Hull No. N-223
Hull No. S4004
Hull No. S4005
Hull No. N-214
Hull No. N-215
Hull No. N-216
Hull No. N-217
Hull No. N-218
Hull No. S-461
Hull No. Z00001
Hull No. Z00002
Hull No. Z00003
Hull No. Z00004
Hull No. H1022A
Hull No. S-462
Hull No. S-463
Hull No. S-456
Hull No. S-457
Hull No. S-458
Hull No. S-459
Hull No. S-460

Year Built

2009*
2009*
2009*
2009*
2010*
2010*
2010*
2010*
2010*
2010*
2010*
2010*
2010*
2010*
2010*
2010*
2011*
2011*
2011*
2011*
2011*
2011*
2011*
2012*
2012*
2012*
2012*
2012*

TEU

3,400
6,500
6,500
6,500
3,400
3,400
3,400
3,400
6,500
6,500
6,500
6,500
6,500
6,500
6,500
10,100
8,530
8,530
8,530
8,530
8,530
10,100
10,100
12,600
12,600
12,600
12,600
12,600

DANAOS CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
2

Recent Accounting Pronouncements

In September 2006, the FASB issued Statement No. 157, Fair Value Measurement (“Statement No. 157”). Statement No. 157
defines fair value, establishes a framework for measuring fair value in generally accepted accounting principles (“GAAP”) and expands
disclosures about fair value measurements. Statement No. 157 is effective for financial statements issued for fiscal years beginning after
November 15, 2007 and interim periods within those fiscal years. Earlier application is encouraged, provided that the reporting entity
has not yet issued financial statements for that fiscal year, including financial statements for an interim period within that fiscal year.
The provisions of Statement No. 157 should be applied prospectively as of the beginning of the fiscal year in which it is initially applied
except for certain cases where it should be applied retrospectively. In February 2008, the FASB issued the FASB Staff Position (“FSP
No. 157-2”) which delays the effective date of Statement No. 157, for nonfinancial assets and nonfinancial liabilities, except for items
that are recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually). For purposes of applying
this FSP, nonfinancial assets and nonfinancial liabilities would include all assets and liabilities other than those meeting the definition of
a financial asset or financial liability as defined in paragraph 6 of FASB Statement No. 159, The Fair Value Option for Financial Assets
and Financial Liabilities (“Statement No. 159”). This FSP defers the effective date of Statement No. 157 to fiscal years beginning after
November 15, 2008, and the interim periods within those fiscal years for items within the scope of this FSP. Those portions of
Statement No. 157 that were effective for the Company for the fiscal year beginning on January 1, 2008 did not have a material effect
on its condensed consolidated financial statements.
In December 2007, the FASB issued Statement No. 141 (Revised 2007), Business Combinations (“Statement No. 141(R)”),
which replaces FASB Statement No. 141. Statement No. 141(R) establishes principles and requirements for how an acquirer recognizes
and measures in its financial statements the identifiable assets acquired, the liabilities assumed, and any non-controlling interest in the
acquiree and the goodwill acquired. The Statement also establishes disclosure requirements which will enable users to evaluate the
nature and financial effects of the business combination. Statement No. 141(R) is effective as of the beginning of an entity’s fiscal year
that begins after December 15, 2008, which corresponds to the Company’s year beginning January 1, 2009. The adoption of Statement
No. 141(R) did not have an impact on the condensed consolidated financial statements.
In December 2007, the FASB issued Statement No. 160, Non-controlling Interests in Consolidated Financial Statementamendments of ARB No. 51 (“Statement No. 160”). Statement No. 160 states that accounting and reporting for minority interests will be
recharacterized as non-controlling interests and classified as a component of equity. The Statement also establishes reporting
requirements that provide sufficient disclosures that clearly identify and distinguish between the interests of the parent and the interests
of the non-controlling owners. Statement No. 160 applies to all entities that prepare consolidated financial statements, except not-forprofit organizations, but will affect only those entities that have an outstanding non-controlling interest in one or more subsidiaries or
that deconsolidate a subsidiary. This Statement is effective as of the beginning of an entity’s first fiscal year beginning after
December 15, 2008, which corresponds to the Company’s year beginning January 1, 2009. The adoption of Statement No. 160 did not
have an impact on the condensed consolidated financial statements.
In March 2008, the FASB issued Statement No. 161, Disclosures about Derivative Instruments and Hedging Activities - an
amendment of FASB Statement No. 133 (“Statement No. 161”). Statement No. 161 changes the disclosure requirements for derivative
instruments and hedging activities. Entities are required to provide enhanced disclosures about (a) how and why an entity uses
derivative instruments, (b) how derivative instruments and related hedged items are accounted for under Statement No. 133 and its
related interpretations, and (c) how derivative instruments and related hedged items affect an entity’s financial position, financial
performance, and cash flows. This statement is effective for financial statements issued for fiscal years and interim periods beginning
after November 15, 2008, with early application encouraged. This statement encourages, but does not require, comparative disclosures
for earlier periods at initial adoption. The adoption of Statement No. 161 did not have an effect on the condensed consolidated financial
statements.
In May 2009, the FASB issued Statement No. 165, Subsequent Events (“Statement No. 165). Statement No. 165 is intended to
establish general standards of accounting for and disclosure of events that occur after the balance sheet date but before financial
statements are issued or are available to be issued. Statement No. 165 requires the disclosure of the date through which an entity has
evaluated subsequent events and the basis for that date—that is, whether that date represents the date the financial statements were
issued or were available to be issued. This disclosure should alert all users of financial statements that an entity has not evaluated
subsequent events after that date in the set of financial statements being presented. Statement No. 165 is effective for interim and annual
periods ending after June 15, 2009. The adoption of Statement No. 165 did not have an effect on the condensed consolidated financial
statements. The Company has evaluated its subsequent events as of September 23, 2009, the date of issuance of the financial statements
( refer to Note 17, Subsequent Events) .
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
2

Recent Accounting Pronouncements (continued)

In April 2009, the FASB issued Staff Position (“FSP”) FAS 107-1 and APB 28-1, Interim Disclosures about Fair Value of
Financial Instruments , which expands the fair value disclosures required for all financial instruments within the scope of Statement
No. 107 to interim periods for publicly traded entities. The FSP also requires entities to disclose the method(s) and significant
assumptions used to estimate the fair value of financial instruments in financial statements on an interim basis and to highlight any
changes of the methods and significant assumptions from prior periods. It does not require interim disclosures of credit or market risks
also discussed in Statement No. 107. The FSP is effective for interim and annual periods ending after June 15, 2009. The adoption of
FSP did not have an effect on the condensed consolidated financial statements. Refer to Note 11, Financial Instruments, for the method
and significant assumptions used to estimate the fair value of financial instruments in our condensed consolidated financial statements.
In June 2009, the FASB issued Statement No. 168, The FASB Accounting Standards Codification™ and the Hierarchy of
Generally Accepted Accounting Principles — a replacement of FASB Statement No. 162 , (Statement No. 168). Statement No. 168
states that FASB Accounting Standards Codification™ (Codification) will become the source of authoritative U.S. GAAP recognized
by the FASB to be applied by nongovernmental entities. Once the Codification is in effect, all of its content will carry the same level of
authority, effectively superseding Statement No. 162. In other words, the GAAP hierarchy will be modified to include only two levels
of GAAP: authoritative and nonauthoritative. Statement No. 168 is effective for financial statements issued for interim and annual
periods ending after September 15, 2009. The adoption of Statement No. 168 is not expected to have an effect on the condensed
consolidated financial statements.
3

Restricted Cash
Restricted cash is comprised of the following (in thousands):
As of June 30,
2009

Retention
Restricted deposits
Total

$
$

4,388
225,234
229,622

As of December 31,
2008

$
$

4,445
247,097
251,542

Restricted deposits as of June 30, 2009, are analyzed as follows:
1.

An amount of $25,425 thousand is deposited with Aegean Baltic Bank and acts as collateral towards an issued performance
guarantee by HSH Nordbank, which as of June 30, 2009 stands at $101.7 million. The restricted cash amount will be reduced
accordingly, so at all times it represents 25% of the outstanding guaranteed amount.

2.

An amount of $7,050 thousand is deposited with Royal Bank of Scotland and acts as collateral towards an issued performance
guarantee by Royal Bank of Scotland, which as of June 30, 2009 stands at $35.25 million. The restricted cash amount will be
reduced accordingly, so at all times it represents 20% of the outstanding / guaranteed amount.

3.

An amount of $192,759 thousand is deposited with Royal Bank of Scotland to be utilized towards progress payments for certain
vessels that are being financed by the revolving credit facility that the Company has with the bank. The funds will be released
gradually as progress payments to shipyards for the specific newbuildings become due and payable.

As of June 30, 2009, the Company recorded an amount of $130,995 thousand (as of December 31, 2008: $104,401 thousand) and
$98,627 thousand (as of December 31, 2008: $147,141 thousand) as current and non-current restricted cash, respectively.
F-10

DANAOS CORPORATION
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4

Fixed assets, net
Fixed assets consist of vessels. Vessels’ cost, accumulated depreciation and changes thereto were as follows (in thousands):
Vessel
Cost

As of January 1, 2008
Additions
Disposals
Decrease in vessels’ values in respect of lease arrangements (a)
As of December 31, 2008
Additions
As of June 30, 2009
(a)

$

$
$

Accumulated
Depreciation

1,369,739 $
289,671
(75,468)
(16,944)
1,566,998 $
197,176
1,764,173 $

Net Book
Value

(187,234) $
(51,025)
10,906
—
(227,353) $
(29,132)
(256,485) $

1,182,505
238,646
(64,562)
(16,944)
1,339,645
168,044
1,507,689

Vessels with a cost of $373.4 million and net book value of $342.7 million on March 7, 2008, which were subject to certain
leasing arrangements, are explained in Note 9, Lease Arrangements.
i.

On January 2, 2009, the Company took delivery of a new-building 4,253 TEU vessel, the Zim Monaco , for $63.8 million. The
vessel is time chartered out for 12 years to one of the world’s major liner companies.

ii.

On March 31, 2009, the Company took delivery of a new-building 4,253 TEU vessel, the Zim Dalian , for $63.8 million. The
vessel is time chartered out for 12 years to one of the world’s major liner companies.

iii.

On June 26, 2009, the Company took delivery of a new-building 4,253 TEU vessel, the Zim Luanda , for $63.8 million. The
vessel is time chartered out for 12 years to one of the world’s major liner companies.

iv.

The residual value (estimated scrap value at the end of the vessels’ useful lives) of the fleet was estimated at $210.6 million as
of June 30, 2009 and $195.8 million as of December 31, 2008. The Company has calculated the residual value of the vessels
taking into consideration the 10 year average and the five year average of the scrap. The Company has applied uniformly the
scrap value of $300 per ton for all vessels. The Company believes that $300 per ton is a reasonable estimate of future scrap
prices, taking into consideration the cyclicality of the nature of future demand for scrap steel. Although the Company believes
that the assumptions used to determine the scrap rate are reasonable and appropriate, such assumptions are highly subjective, in
part, because of the cyclical nature of future demand for scrap steel.

The cost of vessel acquired is the contracted price of vessel excluding any items capitalized during the construction period,
such as interest expense.
5
a)

Advances for Vessels under Construction
Advances for vessels under construction were as follows (in thousands):
As of June 30,
2009

Advance payments for vessels
Progress payments for vessels
Capitalized interest
Total

$

$
F-11

516,006 $
494,043
67,607
1,077,656 $

As of December 31,
2008

533,298
479,071
55,456
1,067,825

DANAOS CORPORATION
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Advances for Vessels under Construction (continued)
As of June 30, 2009, the Company had remitted the following installments:

b)

i.

$219.6 million in relation to a construction contract with Sungdong Shipbuilding & Marine Engineering Co. Ltd. for five
containerships (the HN S4001 , the HN S4002 , the HN S4003, the HN S4004 and HN S4005 ) of 6,500 TEU each. The contract
price of each vessel is $91.5 million. The vessels are expected to be delivered to the Company throughout the second half of
2009 and first quarter of 2010. The Company has arranged to charter each of these containerships under 12-year charters with
a major liner company upon delivery of each vessel.

ii.

$147.8 million in relation to construction contracts with China Shipbuilding Trading Company Limited for five 8,530 TEU
containerships (the HN Z00001, the HN Z00002, the HN Z00003, the HN Z00004 and the HN 1022A ). The contract price of
each vessel is $113.0 million, except the HN 1022A , which has a contract price of $117.5 million. The vessels will be built by
the Shanghai Jiangnan Changxing Heavy Industry Company Limited and they are expected to be delivered to the Company
throughout 2011. The Company has arranged to charter these containerships under 12-year charters with a major liner
company upon delivery of each vessel.

iii.

$118.8 million in relation to construction contracts with Hanjin Heavy Industries & Construction Co Limited for five 6,500
TEU containerships (the HN N-214 , the HN N-215 , the HN N-216 , the HN N-217 and the HN N-218 ). The contract price of
each vessel is $99.0 million. The vessels are expected to be delivered to the Company throughout 2010. The Company secured
18 year bareboat charters for two of the containerships and 15 year time charters for the remaining vessels with a major liner
company upon delivery of each vessel.

iv.

$95.0 million in relation to a construction contract with Hanjin Heavy Industries & Construction Co, Ltd. for five
containerships (the HN N-219, the HN N-220, the HN N-221, the HN N-222 and the HN N-223 ) of 3,400 TEU each. The
contract price of each vessel is $55.9 million. The vessels are expected to be delivered to the Company throughout the fourth
quarter of 2009 and throughout 2010. The Company has arranged to charter each of these containerships under 10-year
charters with a major liner company upon delivery of each vessel.

v.

$249.2 million in relation to a construction contract with Hyundai Samho Heavy Industries Co. Limited for five 12,600 TEU
containerships (the HN S-456 , the HN S-457 , the HN S-458 , the HN S-459 and the HN S-46 0). The contract price of each
vessel is $166.2 million. The vessels are expected to be delivered to the Company throughout the first half of 2012. The
Company has arranged to charter each of these containerships under 12-year charters with a major liner company upon
delivery of each vessel.

vi.

$174.3 million with Hyundai Samho Heavy Industries Co. Limited for three 10,100 TEU containerships (the HN S-461 , the
HN S-462 and the HN S-463 ). The contract price of each vessel is $145.2 million. The vessels are expected to be delivered to
the Company in late 2010 and during the first quarter of 2011. The Company has arranged to charter each of these
containerships under 12-year charters with a major liner company upon delivery of each vessel.
Advances for vessels under construction and transfers to vessels’ cost as of June 30, 2009 and December 31, 2008, were as
follows (in thousands):

As of January 1, 2008
Additions
Transfer to vessels’ cost
As of December 31, 2008
Additions
Transfer to vessels’ cost
As of June 30, 2009

$

$

$
F-12

745,534
518,512
(196,221)
1,067,825
206,770
(196,939)
1,077,656
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Deferred Charges
Deferred charges consisted of the following (in thousands):
Drydocking and
Special Survey
Costs

As of January 1, 2008
Additions
Written off amounts
Amortization
Written off due to sale of vessels
As of December 31, 2008
Additions
Written off amounts
Amortization
As of June 30, 2009

$

$

$

Finance
and Other
Costs

8,868 $
10,625
(181)
(7,301)
(1,569)
10,442 $
5,753
—
(4,094)
12,101 $

Total
Deferred
Charges

1,563 $
4,441
(128)
(220)
—
5,656 $
3,671
(412)
(305)
8,610 $

10,431
15,066
(309)
(7,521)
(1,569)
16,098
9,424
(412)
(4,399)
20,711

The Company follows the deferral method of accounting for drydocking and special survey costs in accordance with FSP AUG
AIR-1, Accounting for Planned Major Maintenance Activities , which provides guidance on the accounting for planned major
maintenance activities. Furthermore, when a vessel is drydocked for more than one reporting period, the respective costs are identified
and recorded in the period in which incurred and not at the conclusion of the drydocking.
7

Other Non-current Assets
Other non-current assets consisted of the following (in thousands):
As of June 30,
2009

Fair value of swaps
Other non-current assets
Total

$
$

As of December 31,
2008

3,923 $
1,015
4,938 $

6,691
870
7,561

In respect of the fair value of swaps, refer to Note 11b, Financial Instruments — Fair Value Interest Rate Swap Hedges.
F-13

DANAOS CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
8

Other Current and Long-term Liabilities
Other current liabilities consisted of the following (in thousands):
As of June 30,
2009

Fair value of swaps

$

68,648

As of December 31,
2008

$

48,217

Other long-term liabilities consisted of the following (in thousands):
As of June 30,
2009

Fair value of swaps
Other long-term liabilities
Total

$
$

213,619
1,339
214,958

As of December 31,
2008

$
$

414,668
976
415,644

In respect of the fair value of swaps, refer to Note 11a, Financial Instruments — Cash Flow Interest Rate Swap Hedges.
9

Lease Arrangements

During 2004, the Company entered into a structured transaction with third parties affecting four vessels in its current fleet and
two vessels under construction whereby such vessels were acquired by counterparties to the transaction which then time chartered the
vessels to the Company for a period of 6 ½ years. The Company did not account for the transactions as sale and lease-back because the
consideration for the vessels was not under the Company’s control. Accordingly, the vessels continued to be recognized in the
Company’s books along with the external bank debt used to finance the initial acquisition. The Company reduced the cost basis of the
vessels and hulls at inception with the present value of the future cash inflows amounting to $59.6 million, $32.3 million and $27.3
million for the vessels and for the hulls, respectively, and recognized this amount as a receivable in respect of the lease arrangements.
The receivable balance was being reduced by the actual cash inflows over the 6 ½ year term. The discount rates used in the present
value calculation ranged from 4.2% to 4.9%, reflecting the GBP applicable interest rate at the time of the inception of the transactions.
As a result of a change in U.K. law enacted in 2006, the Company estimated that the cash benefits initially expected to be derived from
this structure would eventually be paid back and, accordingly, reinstated the original book basis of the acquired vessels, recognized a
liability for the net proceeds received by the Company reflecting periodic cash benefits received and recognized an incremental liability
of $12.8 million, which was recorded as an expense. As a result of a restructuring in October 2007, the Company no longer expected to
have to pay back any amounts previously evaluated due to the 2006 change in U.K. law. As a result, the Company expected to retain the
cash benefits of $29.3 million received. Accordingly, the liability for cumulative net periodic distributions received in the form of cash
benefits was reversed and recorded as a reduction of the book basis of the vessels. In addition, the incremental liability of $12.8
million, which was recorded as expense in 2006, was reversed and recognized in earnings in 2007. On March 7, 2008, the Company
exercised its right to arrange the sale of the vessels subject to the respective leasing arrangements to 100% owned subsidiaries of the
Company, and realized an additional cash benefit of $16.9 million which was recorded as a further reduction of the book basis of the
vessels.
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Long-Term Debt
Long-term debt as of June 30, 2009, consisted of the following (in thousands):
As of
June 30,
2009

Lender

The Royal Bank of Scotland
HSH Nordbank
The Export-Import Bank of Korea
(“KEXIM”)
The Export-Import Bank of Korea
(“KEXIM”) & Fortis Bank
Deutsche Bank
Emporiki Bank of Greece
HSH Nordbank AG - Piraeus Bank Aegean Baltic Bank
Credit Suisse
Fortis Bank - Lloyds TSB - National
Bank of Greece
Deutsche Schiffsbank - Credit
Suisse - Emporiki Bank
Fair value hedged debt
Total

$

$

637,149
39,000

Current
portion

$

6,600
4,000

As of
December 31,
2008

Long–term
portion

$

630,549
35,000

$

640,449
41,000

Current
portion

$

6,600
4,000

Long–term
portion

$

633,849
37,000

75,601

10,369

65,232

80,786

10,369

70,417

118,734
180,000
86,900

11,250
—
—

107,484
180,000
86,900

124,359
180,000
71,000

11,250
—
—

113,109
180,000
71,000

675,000
92,850

20,000
—

655,000
92,850

675,000
31,060

10,000
—

665,000
31,060

253,200

—

253,200

253,200

—

253,200

103,553
6,952
2,268,939

—
—
52,219

103,553
6,952
2,216,720

—
10,824
2,107,678

—
—
42,219

—
10,824
2,065,459

$

$

$

$

$

All loans discussed above are collateralized by first and second preferred mortgages over the vessels financed, general
assignment of all hire freights, income and earnings, the assignment of their insurance policies, as well as any proceeds from the sale of
mortgaged vessels and the corporate guarantee of Danaos Corporation.
On February 2, 2009, the Company, as borrower, and certain of its vessel-owning subsidiaries, as guarantors, entered into a
credit facility with Deutsche Schiffsbank, Credit Suisse and Emporiki Bank of up to $298.5 million in relation to pre and post-delivery
financing for five new-building vessels, the ZIM Dalian (a 4,253 TEU vessel), the HN N-220 and the HN N-223 (two 3,400 TEU
vessels), the HN N-215 (a 6,500 TEU vessel) and the HN Z0001 (a 8,530 TEU vessel), which are currently under construction and will
be gradually delivered to us from the first quarter of 2009 until the end of the first quarter of 2011, with the Zim Dalian having been
delivered to us on March 31, 2009. The interest rate on the credit facility is LIBOR plus margin. The credit facility will be repaid in 20
equal consecutive, semi-annual installments of $8.8 million, with the first installment due on December 30, 2011 and a final balloon
payment of $122.8 million due along with the final installment.
The loan agreements include covenants for the Company, including the maintenance of operating accounts, minimum cash
deposits and minimum fair market values of vessels. The vessel owning company’s are further restricted from incurring additional
indebtedness and changing the vessels’ flags without the prior consent of the lender.
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Long-Term Debt (continued)
The Company must maintain the following financial covenants:

•

maintain a market value adjusted net worth of at least $400.0 million and stockholders’ equity of at least $250.0 million;

•

ensure that the aggregate market value of the Company’s vessels in its fleet exceeds 145.0% of its net consolidated debt at all
times under its KEXIM-Fortis credit facility;

•

ensure that the ratio of the aggregate market value of the vessels in the Company’s fleet securing the applicable loan to its
outstanding indebtedness under such loan at all times exceeds (i) 115% under its Emporiki Bank credit facility and (ii) a range
from 120% to 125% under its other credit facilities (reduced to 100% under its RBS credit facility and its Credit Suisse credit
facility during the waiver period as described below);

•

maintain adjusted stockholders’ equity in excess of 30.0% of the Company’s total market value adjusted assets;

•

ensure that the Company’s total liabilities (after deducting cash and cash equivalents), will be no more than 70.0% (or 75% under
one of its credit facilities) of its total market value adjusted assets;

•

maintain aggregate cash and cash equivalents of no less than the higher of (a) $30 million and (b) 3% of the Company’s total
indebtedness until November 14, 2011 and 4% of its total indebtedness at all times thereafter; and

•

maintain a ratio of EBITDA to net interest expense of no less than 2.5 to 1.0.

As of December 31, 2008, the Company was not in compliance with collateral coverage ratios, corporate leverage ratios and
net worth covenants, as applicable, contained in certain of the Company’s loan agreements governing $1.8 billion of its outstanding
indebtedness as of December 31, 2008, as presented above, due to the severe drop in interest rates which resulted in negative valuations
of its interest rate swaps accounted for as cash flow hedges, as well as the drop in its vessels’ fair market values. As a result, the
Company entered into agreements which waive until January 31, 2010 all prior breaches of such covenants and any subsequent
breaches of such covenants. The Company’s lenders agreed not to exercise their right to demand repayment of any amounts due under
the respective loan agreements as a result of the December 31, 2008 and any subsequent breaches of the abovementioned covenants
until January 31, 2010.
As of June 30, 2009, the Company was in breach of (i) the collateral coverage ratio covenant contained in its credit facility
with Credit Suisse with an outstanding balance of $92.9 million as of June 30, 2009, which was not in breach as of December 31, 2008
and therefore not covered by the waiver obtained in relation to the December 31, 2008 covenant breaches thereunder, (ii) the collateral
coverage ratio covenant contained in its credit facility with Deutsche Bank with an outstanding balance of $180.0 million as of June 30,
2009, which was not in breach as of December 31, 2008 and therefore not covered by the waiver obtained in relation to the
December 31, 2008 covenant breaches thereunder, (iii) the corporate leverage ratio and collateral coverage ratio covenants contained in
its credit facility with Fortis Bank-Lloyds TSB-National Bank of Greece, which had an outstanding balance of $253.2 million as of
June 30, 2009, and (iv) the corporate leverage ratio covenant under its KEXIM-Fortis credit facility with an outstanding balance of
$118.7 million as of June 30, 2009, which was not in breach as of December 31, 2008 and therefore not covered by the waiver obtained
in relation to December 31, 2008 covenant breaches thereunder. During the third quarter of 2009, the Company entered into
agreements to extend waivers already obtained in relation to December 31, 2008 covenant breaches (except for the minimum book net
worth covenant in two of our credit facilities, which was not breached as of June 30, 2009) and waive additional breaches under certain
of its credit facilities identified as of June 30, 2009, which were not breached and therefore not waived as of December 31, 2008. The
Company lenders agreed to waive, and not to exercise their right to demand repayment of any amounts due under the respective loan
agreements as a result of, the December 31, 2008 and June 30, 2009 covenant breaches, and any future breaches of such covenants,
through October 1, 2010.
Set forth below are details of the respective waivers agreed with the Company’s lenders in respect of breaches of the loan
covenants contained in certain of its credit facilities and its guarantee facility with HSH Nordbank.
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Long-Term Debt (continued)

The Royal Bank of Scotland Credit Facility . As of December 31, 2008, the Company was in breach of the collateral coverage
ratio and corporate leverage ratio covenants contained in the Company’s $700.0 million senior revolving credit facility with The Royal
Bank of Scotland. The Company entered into an agreement waiving the breach of the corporate leverage ratio covenant for the year
ended December 31, 2008, as well as any subsequent breach of such covenant, up to January 31, 2010 and reducing the collateral
coverage ratio to 100% from 125% (at which revised collateral coverage ratio the Company would have been in compliance as of
December 31, 2008 and June 30, 2009) in respect of the year ended December 31, 2008 and up until January 31, 2010, with an increase
in the interest rate margin by 1.5 percentage points per annum for the remaining period of the loan and a one-time fee of $100,000. In
addition, during the period covered by the waiver the Company is not permitted to make dividend payments without the consent of its
lender under this credit facility. On July 17, 2009, the Company entered into an agreement with the lender under this credit facility to
extend the waiver period through October 1, 2010, with above interest rate margin increases being applied to the revised waiver period.
HSH Nordbank Credit Facility (with Aegean Baltic Bank acting as agent) . As of December 31, 2008, the Company was in
breach of the net worth covenant contained in the Company’s $60.0 million credit facility with HSH Nordbank, Dresdner Bank and
Aegean Baltic Bank acting as agent. The Company entered into an agreement waiving the breach of such covenant for the year ended
December 31, 2008, as well as any subsequent breach of such covenant, up to January 31, 2010. Such waiver has been provided by its
lenders under this credit facility pursuant to the terms and conditions of a commitment letter the Company has entered into with such
lenders pursuant to which the Company has agreed to amend the credit facility to increase the interest rate margin over LIBOR by 1.725
percentage points per annum (or, if lower, an increase in the interest rate margin of 1.225 percentage points and the replacement of
LIBOR by the bank’s cost of funding) for the waiver period and increase the interest rate margin by 0.975 percentage points per annum
for the remaining period of the loan as well as pay a one-time fee of 0.30 percentage points on the facility amount outstanding. On
July 21, 2009, the Company entered into an agreement with the lenders under this credit facility to extend the waiver period through
October 1, 2010, with the above interest rate margin increases being applied to the revised waiver period.
Aegean Baltic Bank—HSH Nordbank—Piraeus Bank Credit Facility . As of December 31, 2008, the Company was in breach
of the collateral coverage ratio, corporate leverage ratio and net worth covenants contained in the Company’s $700.0 million senior
credit facility with Aegean Baltic Bank S.A., HSH Nordbank AG and Piraeus Bank. The Company entered into an agreement waiving
breaches of such covenants for the year ended December 31, 2008, as well as any subsequent breach of such covenants, up to
January 31, 2010. Such waiver has been provided by its lenders under this credit facility pursuant to the terms and conditions of a
commitment letter the Company has entered into with such lenders pursuant to which the Company has agreed to amend the credit
facility, including to add additional collateral and increase the interest rate margin by 1.8 percentage points per annum for the waiver
period and increase the interest rate margin by 1.05 percentage points per annum for the remaining period of the loan, as well as pay a
one-time fee of $2.1 million and make $5.0 million payments on July 31, 2009, October 31, 2009 and January 31, 2010, plus payment
of any additional amounts from funds in the pledged account from income from the mortgaged vessels under this credit facility on
January 31, 2010. The Company has also agreed to use its best efforts to raise additional equity capital, with the participation of its
largest stockholder in any such transaction. In addition, during the period covered by the waiver the Company is not permitted to make
dividend payments without the consent of its lenders under this credit facility. On July 21, 2009, the Company entered into an
agreement with the lenders under this credit facility to extend the waiver period through October 1, 2010, with the above interest rate
margin increases being applied to the revised waiver period, as well as to make additional $5.0 million payments on April 30, 2010 and
July 31, 2010, plus payment of any additional amounts from funds in the pledged account from income from the mortgaged vessels
under this credit facility on April 30, 2010, July 31, 2010 and September 30, 2010 as the lender under this credit agreement may
determine.
F-17

DANAOS CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
10

Long-Term Debt (continued)

KEXIM—Fortis Credit Facility . As of December 31, 2008, the Company was in breach of the corporate leverage ratio and net
worth covenants contained in the Company’s $144.0 million credit facility with the Export-Import Bank of Korea, or KEXIM, and
Fortis Bank. The Company entered into an agreement waiving compliance with such covenants for the year ended December 31, 2008
and providing that compliance with such covenants in respect of the year ended December 31, 2009 will be tested within 180 days
following that date. In return, the Company paid its lenders under this credit facility a one-time fee of $360,000 and the interest rate
margin was increased by 0.5 percentage points for the waiver period. As of June 30, 2009, the Company was in breach of an additional
corporate leverage ratio contained in this credit facility and on September 22, 2009, the Company has entered into an agreement with
the lenders under this credit facility to extend the waiver of the breach of the corporate leverage ratio and net worth covenants obtained
for the year ended December 31, 2008, as well as any subsequent breaches of such covenant, through October 1, 2010 and waiving the
breach of the additional corporate leverage ratio covenant identified as of June 30, 2009, and any subsequent breaches of such covenant,
through October 1, 2010, with an increase in the interest rate margin by 1.0 percentage points per annum for the waiver period from
June 30, 2009 to December 31, 2009 and 0.5 percentage points per annum for the waiver period from January 1, 2010 to October 1,
2010, as well as a one-time fee of $360,000. The Company also agreed to use its best efforts to raise additional equity capital, and to use
the net proceeds of any such equity capital issuance, as well as any debt raised, to fund a portion of the Company’s newbuilding
program. Under the terms of the waiver, during the waiver period the Company is not permitted to pay dividends.
Emporiki Bank Credit Facility . As of December 31, 2008, the Company was in breach of the corporate leverage ratio and
minimum net worth covenants contained in the Company’s $156.8 million credit facility with Emporiki Bank. The Company entered
into an agreement waiving breaches of such covenants for the year ended December 31, 2008, as well as any subsequent breach of such
covenants, up to January 31, 2010, with an increase in the interest rate margin by 1.65 percentage points per annum for the waiver
period and 0.65 percentage points per annum for the period thereafter. On August 12, 2009, the Company entered into an agreement
with the lender under this credit facility to extend the waiver period through October 1, 2010 (except for the minimum book net worth
covenant, which was not breached as of June 30, 2009), with a one-time amendment fee of $0.2 million and the above interest rate
margin increases being applied to the revised waiver period.
Deutsche Bank Credit Facility . As of December 31, 2008, the Company was in breach of the corporate leverage ratio
covenant contained in the Company’s $180.0 million credit facility with Deutsche Bank. The Company entered into an agreement
waiving the breach of such covenant for the year ended December 31, 2008, as well as any subsequent breach of such covenant, up to
January 31, 2010. In return, the Company paid to the bank a one-time fee of 0.3% of the loan amount. As of June 30, 2009, the
Company was in breach of the collateral coverage ratio covenant contained in its credit facility with Deutsche Bank, which was not
covered by the waiver obtained in relation to the December 31, 2008 breach, which had an outstanding balance of $180.0 million as of
June 30, 2009. On August 6, 2009, the Company entered into an agreement with Deutsche Bank to extend the waiver of the breach of
the corporate leverage ratio covenant obtained for the year ended December 31, 2008, as well as any subsequent breaches of such
covenant, through October 1, 2010 and waiving the breach of the collateral coverage ratio covenant identified as of June 30, 2009, and
any subsequent breaches, through October 1, 2010, with an increase in the interest rate margin by 1.315 percentage points per annum
for the waiver period and 0.815 percentage points per annum thereafter, as well as a one-time fee of $0.4 million. The Company also
agreed to use its best efforts to raise additional equity capital. Under the terms of the waiver, during the waiver period the Company is
not permitted to pay dividends without the consent of its lenders under this credit facility.
Credit Suisse Credit Facility . As of December 31, 2008, the Company was in breach of the corporate leverage ratio and net
worth covenants contained in its credit facility with Credit Suisse. The Company entered into an agreement waiving breaches of such
covenants for the year ended December 31, 2008, as well as any subsequent breach of such covenants, up to January 31, 2010. As of
June 30, 2009, the Company was in breach of the collateral coverage ratio covenant, which was not covered by the waiver obtained in
relation to the December 31, 2008 breaches, contained in the Company’s $221.1 million credit facility with Credit Suisse, which had an
outstanding balance of $92.9 million as of June 30, 2009. On July 29, 2009, the Company entered into an agreement with Credit Suisse
to extend the waiver of the breaches of the corporate leverage ratio and net worth covenants obtained for the year ended December 31,
2008 (except for the minimum book net worth covenant, which was not breached as of June 30, 2009) , as well as any subsequent
breach of such covenants, through October 1, 2010 and reducing the collateral coverage ratio to 100% from 125% (at which revised
collateral coverage ratio the Company would have been in compliance as of June 30, 2009) in respect of the period ended June 30, 2009
and through October 1, 2010, with an increase in the interest rate margin by 1.225 percentage points per annum for the waiver period
and a one-time fee of $50,000. Under the terms of the waiver, during the waiver period the Company is not permitted to pay dividends
without the consent of its lenders under this credit facility.
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Long-Term Debt (continued)

Fortis Bank—Lloyds TSB—National Bank of Greece Credit Facility . As of December 31, 2008, the Company was in
compliance with all covenants contained in its $253.2 million credit facility with Fortis Bank—Lloyds TSB—National Bank of Greece.
As of June 30, 2009, the Company was in breach of the corporate leverage ratio and collateral coverage ratio covenants contained in
this credit facility, which had an outstanding balance of $253.2 million as of June 30, 2009. On August 14, 2009, the Company entered
into an agreement, subject to receiving waivers through at least October 1, 2010 of all breaches under its other credit facilities, with the
lenders under its Fortis Bank—Lloyds TSB—National Bank of Greece waiving the breach of the corporate leverage ratio and collateral
coverage ratio covenant identified as of June 30, 2009, and any subsequent breaches, through October 1, 2010, with an increase in the
interest rate margin by 1.25 percentage points per annum for the remaining period of the loan, as well as a one-time fee of $1.0 million.
The Company also agreed to use its best efforts to raise additional equity capital, and to use the net proceeds of any such equity capital
issuance to fund a portion of the Company’s newbuilding program. Under the terms of the waiver, during the waiver period the
Company is not permitted to pay dividends.
Deutsche Schiffsbank—Credit Suisse—Emporiki Bank Credit Facility . During the first quarter of 2009, the Company was in
breach of the corporate leverage ratio and net worth covenants contained in the $298.5 million credit facility. On March 19, 2009, the
Company entered into an agreement waiving breaches of such covenants, as well as any subsequent breach of such covenants, up to
January 31, 2010. During the waiver period the Company is not permitted to pay dividends without the consent of its lenders under this
credit facility. On August 17, 2009, the Company entered into an agreement with the lenders to extend the waiver period through
October 1, 2010 (except for the minimum book net worth covenant, which was not breached as of June 30, 2009), with an increase in
the interest rate margin by 0.8 percentage points per annum for the waiver period and a one-time waiver fee of 0.2 percentage points on
the outstanding loan amount .
HSH Nordbank Guarantee Facility (with Aegean Baltic Bank acting as agent) . As of December 31, 2008, the Company was
in breach of the corporate leverage ratio and net worth covenants contained in the Company’s $148.0 million guarantee facility with
HSH Nordbank, with Aegean Baltic Bank acting as agent. The Company entered into an agreement, pursuant to the terms and
conditions of a commitment letter, regarding the guarantee facility waiving breaches of such covenants for the year ended December 31,
2008, as well as any subsequent breach of such covenants, up to October 1, 2010. In addition, during the period covered by the waiver
the Company is not permitted to make dividend payments without the consent of its lenders under this facility.
11

Financial Instruments

The principal financial assets of the Company consist of cash and cash equivalents, trade receivables and other assets. The
principal financial liabilities of the Company consist of long-term bank loans, accounts payable and derivatives.
Derivative Financial Instruments : The Company only uses derivatives for economic hedging purposes. The following is a
summary of the Company’s risk management strategies and the effect of these strategies on the Company’s condensed consolidated
financial statements.
Interest Rate Risk : Interest rate risk arises on bank borrowings. The Company monitors the interest rate on borrowings
closely to ensure that the borrowings are maintained at favorable rates. The interest rates relating to the long-term loans are discussed in
Note 10, Long-term Debt.
Concentration of Credit Risk : Financial instruments that potentially subject the Company to significant concentrations of
credit risk consist principally of cash, trade accounts receivable and derivatives. The Company places its temporary cash investments,
consisting mostly of deposits, with high credit qualified financial institutions. The Company performs periodic evaluations of the
relative credit standing of those financial institutions that are considered in the Company’s investment strategy. The Company is
exposed to credit risk in the event of non-performance by counterparties to derivative instruments, however, the Company limits this
exposure by diversifying among counterparties with high credit ratings. The Company depends upon a limited number of customers for
a large part of its revenues. Credit risk with respect to trade accounts receivable is generally managed by the selection of customers
among the major liner companies in the world and their dispersion across many geographic areas. The Company’s maximum exposure
to credit risk is mainly limited to the carrying value of its derivative instruments. The Company is not a party to master netting
arrangements.
F-19

DANAOS CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
11

Financial Instruments (continued)

Fair Value : The carrying amounts reflected in the accompanying consolidated balance sheets of financial assets and
liabilities excluding long-term bank loans approximate their respective fair values due to the short maturity of these instruments. The
fair values of long-term floating rate bank loans approximate the recorded values, generally due to their variable interest rates. The
carrying amount of fixed rate bank loans is adjusted by the gain or loss on the debt attributable to the hedged risk. The fair value of the
swap agreements equals the amount that would be paid by the Company to cancel the swaps.
Interest Rate Swaps : The off-balance sheet risk in outstanding swap agreements involves both the risk of a counter party not
performing under the terms of the contract and the risk associated with changes in market value. The Company monitors its positions,
the credit ratings of counterparties and the level of contracts it enters into with any one party. The counterparties to these contracts are
major financial institutions. The Company has a policy of entering into contracts with parties that meet stringent qualifications and,
given the high level of credit quality of its derivative counter parties, the Company does not believe it is necessary to obtain collateral
arrangements.
a.

Cash Flow Interest Rate Swap Hedges

The Company, according to its long-term strategic plan to maintain relative stability in its interest rate exposure, has decided to
swap part of its interest expenses from floating to fixed. To this effect, the Company has entered into interest rate swap transactions
with varying start and maturity dates, in order to pro-actively and efficiently manage its floating rate exposure.
These interest rate swaps are designed to economically hedge the variability of interest cash flows arising from floating rate
debt, attributable to movements in three-month USD$ LIBOR. According to the Company’s Risk Management Accounting Policy, and
after putting in place the formal documentation required by FASB Statement No. 133, Accounting for Derivative Instruments and
Hedging Activities (“Statement No. 133”) in order to designate these swaps as hedging instruments, as from their inception, these
interest rate swaps qualified for hedge accounting, and, accordingly, since that time, only hedge ineffectiveness amounts arising from
the differences in the change in fair value of the hedging instrument and the hedged item are recognized in the Company’s earnings.
Assessment and measurement of prospective and retrospective effectiveness for these interest rate swaps are being performed on a
quarterly basis. For qualifying cash flow hedges, the fair value gain or loss associated with the effective portion of the cash flow hedge
is recognized initially in shareholders’ equity, and recognized to the Statement of Income in the periods when the hedged item affects
profit or loss. Any ineffective portion of the gain or loss on the hedging instrument is recognized in the Statement of Income
immediately.
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The interest rate swap agreements converting floating interest rate exposure into fixed, as of June 30, 2009 and December 31,
2008, were as follows (in thousands):

Counter-party
RBS
RBS
RBS
RBS
RBS
HSH Nordbank
HSH Nordbank
CITI
CITI
RBS
RBS
RBS
RBS
Eurobank
Eurobank
CITI
CITI
CITI
CITI
CITI
Eurobank

Contract
Trade Date
03/09/2007
03/16/2007
11/28/2006
11/28/2006
12/01/2006
12/06/2006
12/06/2006
04/17/2007
04/20/2007
09 / 13 /2007
0 9/1 3 /2007
11/16/2007
11/15/2007
12/06/2007
12/06/2007
10/23/2007
11/02/2007
11/26/2007
01/8/2008
02/07/2008
02/11/2008

Effective
Date
3/15/2010
3/20/2009
11/28/2008
11/28/2008
11/28/2008
12/8/2006
12/8/2009
4/17/2008
4/20/2010
10/31/2007
9/15/2009
11/22/2010
11/19/2010
12/10/2010
12/10/2007
10/25/2009
11/6/2010
11/29/2010
1/10/2008
2/11/2011
5/31/2011

Termination
Date
3/15/2015
3/20/2014
11/28/2013
11/28/2013
11/28/2013
12/8/2009
12/8/2014
4/17/2015
4/20/2015
10/31/2012
9/15/2014
11/22/2015
11/19/2015
12/10/2015
12/10/2010
10/27/2014
11/6/2015
11/30/2015
1/10/2011
2/11/2016
5/31/2015

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

Notional
Amount on
Effective
Date
200,000
200,000
100,000
100,000
100,000
200,000
400,000
200,000
200,000
500,000
200,000
100,000
100,000
200,000
200,000
250,000
250,000
100,000
300,000
200,000
200,000

Total fair value

Fixed Rate
(Danaos
pays)
5.07% p.a.
4.922% p.a.
4.855% p.a.
4.875% p.a.
4.78% p.a.
4.739% p.a.
4.855% p.a.
5.124% p.a.
5.1775% p.a.
4 . 745% p.a.
4 . 9775% p.a.
5.07% p.a.
5.12% p.a.
4.8125% p.a.
3.8925% p.a.
4.9975% p.a.
5.1% p.a.
4.98% p.a.
3.57% p.a.
4.695% p.a.
4.755% p.a.

Floating Rate
(Danaos receives)
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA
USD LIBOR 3M BBA

Fair Value
June 30,
2009
$
(15,211)
$
(19,101)
$
(9,115)
$
(9,200)
$
(8,795)
$
(3,651)
$
(30,380)
$
(22,020)
$
(15,512)
$
(40,426)
$
(18,175)
$
(5,396)
$
(5,646)
$
(8,180)
$
(8,020)
$
(21,840)
$
(14,088)
$
(4,935)
$
(10,946)
$
(6,291)
$
(5,339)
$ (282,267)

Fair Value
December 31,
2008
$
(25,181)
$
(27,438)
$
(13,451)
$
(13,546)
$
(13,093)
$
(6,474)
$
(48,115)
$
(35,220)
$
(25,853)
$
(54,131)
$
(26,067)
$
(11,564)
$
(11,801)
$
(20,611)
$
(9,565)
$
(32,319)
$
(29,338)
$
(11,123)
$
(12,985)
$
(19,168)
$
(15,842)
$
(462,885)

The total fair value change of the interest rate swaps for the period January 1, 2009 to June 30, 2009, amounted to $180.6
million, and is included in “Accumulated Other Comprehensive Loss”. There was no ineffective portion for the period of the hedge.
The variable-rate interest on specific borrowings is associated with vessels under construction and is capitalized as a cost of the
specific vessels. In accordance with EITF 99-9, Effect of Derivative Gains and Losses on the Capitalization of Interest , the amounts in
accumulated comprehensive income/(loss) related to realized gain or losses on cash flow hedges that have been entered into in order to
hedge the variability of that interest are classified under other comprehensive income/(loss) and are reclassified into earnings over the
depreciable life of the constructed asset, since that depreciable life coincides with the amortization period for the capitalized interest
cost on the debt. Realized losses on cash flow hedges of $14,764 thousand were recorded in other comprehensive loss as of June 30,
2009 and an amount of $21 thousand was reclassified into earnings representing its amortization over the depreciable life of the vessels.
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Financial Instruments (continued)

b.

Fair Value Interest Rate Swap Hedges

These interest rate swaps are designed to economically hedge the fair value of the fixed rate loan facilities against fluctuations
in the market interest rates by converting the Company’s fixed rate loan facilities to floating rate debt with the following details (in
thousands):
Counter
party

Contract
trade Date

Effective
Date

Notional
Amount on
Effective Date

Termination
Date

Fixed Rate
(Danaos
receives)

RBS

11/15/2004

12/15/2004

8/27/2016

$

60,528

5.0125% p.a.

RBS

11/15/2004

11/17/2004

2/11/2016

$

62,342

5.0125% p.a.

Total fair value

Floating Rate
(Danaos pays)
USD LIBOR 3M BBA+
0.835% p.a.
USD LIBOR 3M BBA+
0.855% p.a.

Fair Value
June 30,
2009

Fair Value
December 31,
2008

$

1,946

$

3,289

$
$

1,977
3,923

$
$

3,402
6,691

The total fair value change of the interest rate swaps for the period from January 1, 2009 until June 30, 2009, amounted to
$(2.8) million, and is included in the Statement of Income in “(Loss)/gain on fair value of derivatives”. The related asset of $3.9 million
is shown under “Other non-current assets” in the Balance Sheet. The total fair value change of the underlying hedged debt for the period
from January 1, 2009 until June 30, 2009, amounted to $3.9 million and is included in the Statement of Income in “(Loss)/gain on fair
value of derivatives”. The net ineffectiveness for June 30, 2009, amounted to $1.1 million and is shown in the Statement of Income in
“(Loss)/gain on fair value of derivatives”.
c.

Foreign Currency Forward Contracts

The Company entered into foreign currency forward contracts in 2004 to economically hedge the Company’s exposure to
fluctuations of its anticipated cash inflows in U.K. pounds relating to certain lease arrangements as explained in Note 9, Lease
Arrangements. Pursuant to the adoption of the Company’s risk management accounting policy, and after putting in place the formal
documentation required by Statement No. 133 in order to designate these forwards as hedging instruments, as of June 30, 2006, these
foreign exchange forwards qualified for hedge accounting, and, accordingly, since that time, only hedge ineffectiveness amounts arising
from the differences in the change in fair value of the hedging instrument and the hedged item are recognized in the Company’s
earnings. Assessment and measurement of prospective and retrospective effectiveness for these interest rate swaps is being performed
on a quarterly basis. For qualifying cash flow hedges, the fair value gain or loss associated with the effective portion of the cash flow
hedge is recognized initially in shareholders’ equity, and recycled to the Statement of Income in the periods when the hedged item will
affect profit or loss. If the probability of the forecasted transaction will not occur, the ineffective portion of the gain or loss on the
hedging instrument is recognized in the Statement of Income immediately.
The Company’s forward contracts ceased to qualify as hedging instruments under Statement No. 133 in October 2007 as a
result of amendments to the leasing arrangements described in Note 9, Lease Arrangements. Forward contracts with fair value of $(1.3)
million expired and cash settled in April 2008 and is included in the Statement of Income in “Other income/(expense), net”. The
Company has not entered into any foreign currency forward contract during the six months ended June 30, 2009.
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Financial Instruments (continued)

Fair Value of Financial Instruments
Effective January 1, 2008, the Company adopted Statement No. 157. The Statement clarifies the definition of fair value,
prescribes methods for measuring fair value, establishes a fair value hierarchy based on the inputs used to measure fair value and
expands disclosures about the use of fair value measurements. The adoption of Statement No. 157 did not have an impact on the
Company’s fair value measurements.
The following tables present the Company’s assets and liabilities that are measured at fair value on a recurring basis and are
categorized using the fair value hierarchy. The fair value hierarchy has three levels based on the reliability of the inputs used to
determine fair value.
Fair Value Measurements as of June 30, 2009
Quoted Prices
Significant
in Active
Other
Markets for
Observable
Identical Assets
Inputs
(Level 1)
(Level 2)
(in thousands of $)

Total

Significant
Unobservable
Inputs
(Level 3)

Assets
Interest rate swap contracts

$

3,923

$

—

$

3,923

$

—

Liabilities
Interest rate swap contracts

$

282,267

$

—

$

282,267

$

—

Interest rate swap contracts are measured at fair value on a recurring basis. Fair value is determined based on inputs that are
readily available in public markets or can be derived from information available in publicly quoted markets. Such instruments are
typically classified within Level 2 of the fair value hierarchy. The fair values of the interest rate swap contracts have been calculated by
discounting the projected future cash flows of both the fixed rate and variable rate interest payments. Projected interest payments are
calculated using the appropriate prevailing market forward rates and are discounted using the zero-coupon curve derived from the swap
yield curve. Refer to Note 11(a)-(b) above for further information on the Company’s interest rate swap contracts.
The Company is exposed to credit-related losses in the event of nonperformance of its counterparties in relation to these
financial instruments. As of June 30, 2009, these financial instruments are in the counterparties’ favor. The Company has considered its
risk of non-performance and that of its counterparties in accordance with Statement No. 157. The Company performs evaluations of its
counterparties for credit risk through ongoing monitoring of their financial health and risk profiles to identify risk or changes in their
credit ratings.
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Commitments and Contingencies

Commitments
The Company, as of June 30, 2009 and December 31, 2008, had outstanding commitments of $2,063.2 million and $2,250.4
million, respectively, for the construction of container vessels as follows:

Vessel

Zim Dalian
Zim Luanda
Hull S4001
Hull S4002
Hull S4003
Hull S4004
Hull S4005
Hull N-214
Hull N-215
Hull N-216
Hull N-217
Hull N-218
Hull N-219
Hull N-220
Hull N-221
Hull N-222
Hull N-223
Hull Z00001
Hull Z00002
Hull Z00003
Hull Z00004
HN H-1022A
Hull S-456
Hull S-457
Hull S-458
Hull S -461
Hull S -462
Hull S -463
Hull S-459
Hull S-460

TEU

As of
June 30,
2009

Contract Price

4,253
4,253
6,500
6,500
6,500
6,500
6,500
6,500
6,500
6,500
6,500
6,500
3,400
3,400
3,400
3,400
3,400
8,530
8,530
8,530
8,530
8,530
12,600
12,600
12,600
10,100
10,100
10,100
12,600
12,600
226,456

$
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63,800
63,800
91,500
91,500
91,500
91,500
91,500
99,000
99,000
99,000
99,000
99,000
55,880
55,880
55,880
55,880
55,880
113,000
113,000
113,000
113,000
117 , 500
166,166
166,166
166,166
145,240
145,240
145,240
166,166
166,166
3,195,550

$

—
—
36,600
45,750
45,750
54,900
54,900
69,300
69,300
79,200
79,200
79,200
33,528
33,528
39,116
39,116
39,116
73,450
73,450
90,400
90,400
94,000
116,316
116,316
116,316
87,144
87,144
87,144
116,316
116,316
2,063,216

As of
December 31,
2008

$

38,280
38,280
45,750
54,900
54,900
54,900
73,200
79,200
79,200
79,200
79,200
79,200
39,116
39,116
39,116
39,116
39,116
90,400
90,400
90,400
90,400
94,000
116,316
116,316
116,316
87,144
87,144
87,144
116,316
116,316
2,250,402
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Commitments and Contingencies (continued)

Contingencies
The Company entered into a guarantee facility agreement with HSH Nordbank on April 20, 2007, by which the Bank issued a
performance guarantee for $148.0 million, guaranteeing certain future payments to Shanghai Jiangnan Changxing Heavy Industry
Company Ltd shipyard, regarding relevant shipbuilding contracts between the Company and the shipyard for the construction of four
vessels. The guarantee amount will be decreasing as installments are being paid by the Company and is scheduled to reduce to zero
during the third quarter of 2010, when all of the installments that have been guaranteed are scheduled to have been remitted. For the
issuance of the guarantee, the Company contributed 25% of the guaranteed amount ($37.0 million) as cash collateral at inception. As
the installments are paid, this cash collateral amount will be reduced accordingly so as to always represent 25% of the outstanding
guaranteed amount. The restricted cash balance from the guarantee facility agreement with HSH Nordbank was $25,425 thousand as of
June 30, 2009 and the outstanding guaranteed amount was $101.7 million. In addition, the Company was in breach of the corporate
leverage ratio and minimum net worth covenants under this guarantee facility as of December 31, 2008, which has been waived by the
bank up to October 1, 2010, as discussed in Note 10, Long-term Debt.
The Company entered into a guarantee facility agreement with the Royal Bank of Scotland on October 3, 2007, by which the
Bank issued a performance guarantee for $35.3 million, guaranteeing certain future payments to Shanghai Jiangnan Changxing Heavy
Industry Company Ltd shipyard, regarding relevant shipbuilding contracts between the Company and the shipyard for the construction
of one vessel. The guarantee amount will be decreasing as installments are being paid by the Company and is scheduled to reduce to
zero during the third quarter of 2010, when all of the installments that have been guaranteed are scheduled to have been remitted. For
the issuance of the guarantee, the Company contributed 20% of the guaranteed amount ($7.05 million) as cash collateral at inception.
Going forward, as the installments are paid, this cash collateral amount will be reduced accordingly so as to always represent 20% of
the outstanding guaranteed amount. The restricted cash balance from the guarantee facility agreement with the Royal Bank of Scotland
was $7.05 million as of June 30, 2009 and the outstanding guaranteed amount was $35.25 million.
There are no material legal proceedings to which the Company is a party or to which any of its properties are the subject, or
other contingencies that the Company is aware of, other than routine litigation incidental to the Company’s business. In the opinion of
management, the disposition of the aforementioned lawsuits should not have a significant effect on the Company’s results of operations,
financial position and cash flows.
13

Stockholders’ Equity

On October 24, 2008, the Company’s Board of Directors approved a share repurchase program for the repurchase, from time to
time, of up to 1,000,000 shares of the Company’s common stock (par value $0.01). As of December 31, 2008, the Company had reacquired 15,000 shares for an aggregate purchase price of $88,156, which was reported as Treasury stock in the condensed consolidated
Balance Sheet. During the six months ended June 30, 2009, the Company had not acquired any additional shares under this program.
As of April 18, 2008, the Board of Directors and the Compensation Committee approved incentive compensation of Manager’s
employees with the Company’s shares from time to time, after specific for each such time, decision by the compensation committee and
the Board of Directors in order to provide a means of compensation in the form of free shares to certain employees of the Manager of
the Company’s common stock, effective as of December 31, 2008. Pursuant to the terms of this program, under the Company’s 2006
Equity Compensation Plan, employees of the Manager may receive (from time to time) shares of the Company’s common stock as
additional compensation for their services offered during the preceding period. The stock will have no vesting period and the employee
will own the stock immediately after grant. The total amount of stock to be granted to employees of the Manager will be at the
Company’s Board of Directors’ discretion only and there will be no contractual obligation for any stock to be granted as part of the
employees’ compensation package in future periods. As of December 31, 2008, the Company granted 2,246 shares to certain employees
of the Manager and recorded an expense of $15,183 in “General and Administrative Expenses” representing the fair value of the stock
granted as at December 31, 2008. The Company distributed shares of treasury stock to the qualifying employees of the Manager in
January 2009 in settlement of the 2,246 shares granted.
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Stockholders’ Equity (continued)

The Company has also established the Directors Share Payment Plan under its 2006 equity compensation plan. The purpose of
the Plan is to provide a means of payment of all or a portion of compensation payable to directors of the Company in the form of
Company’s Common Stock. The Plan was effective as of April 18, 2008. Each member of the Board of Directors of the Company may
participate in the Plan. Pursuant to the terms of the Plan, Directors may elect to receive in Common Stock all or a portion of their
compensation. As of June 30, 2009, two directors elected to receive in Company shares 50% of their compensation, respectively. On the
last business day of the first and second quarter of 2009, rights to receive 4,881 shares, respectively, were credited to each Director’s
Share Payment Account. As of June 30, 2009, $31.3 thousand were reported in “Additional Paid-in Capital” in respect of these rights.
Following December 31 of each year, the Company will deliver to each Director the number of shares represented by the rights credited
to their Share Payment Account during the preceding calendar year.
During the six months of 2009, the Company distributed 8,358 shares to Directors of the Company and employees of the
Manager from its treasury stock in settlement of shares granted as of December 31, 2008.
14

Comprehensive Income/(Loss)

Other Comprehensive Income/(loss) for the six months ended June 30, 2009 and 2008, was $165.9 million and $(7.3) million,
respectively. The variable-rate interest on specific borrowings is associated with vessels under construction and is capitalized as a cost
of the specific vessels. The amounts in accumulated comprehensive income/(loss) related to unrealized gain or losses on cash flow
hedges that have been entered into in order to hedge the variability of that interest are classified under other comprehensive income/
(loss) and are reclassified into earnings over the depreciable life of the constructed asset. Total comprehensive income/(loss) for the six
months ended June 30, 2009 and June 30, 2008 was $201.8 million and $58.0 million, respectively.
15

Discontinued Operations

From 2002 to 2007, the Company owned a number of drybulk carriers, chartering them to its customers (the “Drybulk
Business”). In 2006, the Company sold one drybulk vessel to an unaffiliated purchaser for $27.5 million and in 2007, the Company sold
all six (6) remaining drybulk vessels in its fleet to an unaffiliated purchaser, for aggregate consideration of $143.5 million. The
Company determined that the Drybulk Business met the requirements of Financial Accounting Standards Board Statement No. 144,
Accounting for the Impairment or Disposal of Long-Lived Assets (and related interpretations, including EITF Issue No. 03-13) and,
accordingly, the Drybulk Business is reflected as discontinued operations in the Company’s consolidated statements of income for the
periods presented. The Company allocated to discontinued operations nil interest expense for the six months ended June 30, 2009 and
June 30, 2008, respectively. In the second quarter of 2008, the Company recorded an expense of $1.5 million following an unfavorable
outcome of a lawsuit regarding the operation of one of its dry bulk vessels sold in May 2007.
The following table represents net income from discontinued operations (in thousands):
Three months ended
June 30,
2009
2008

Net Income/(loss)

$

—

$

Six months ended
June 30,
2009

(1,527) $

2008

—

$

(1,522)

There were no operating revenues for the three and the six months ended June 30, 2009 and 2008. The reclassification to
discontinued operations had no effect on the Company’s previously reported consolidated net income.
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Earnings per Share
The following table sets forth the computation of basic and diluted earnings per share:
Three months ended
June 30, 2009
June 30, 2008
(in thousands)

Numerator:
Net income (from continuing operations)

$

Denominator (number of shares):
Basic and diluted weighted average common shares outstanding

15,854 $

33,742

54,551

54,558

Six months ended
June 30, 2009
June 30, 2008
(in thousands)

Numerator:
Net income (from continuing operations)

$

Denominator (number of shares):
Basic and diluted weighted average common shares outstanding
17

35,899 $

65,259

54,549

54,558

Subsequent Events

On August 6, 2009, the Company filed a Registration Statement on Form F-1 for an issuance and sale of common stock in an
underwritten public offering it is considering. The Company would intend to use the net proceeds from any such offering to fund a
portion of its newbuilding program and for general corporate purposes. Any such offering, including the number of shares of common
stock to be sold, is subject to, among other things, market conditions and there is no assurance that such an offering will be completed.
During the third quarter of 2009, the Company entered into agreements to extend waivers already obtained in relation to
December 31, 2008 covenant breaches and waive additional breaches under certain of our credit facilities identified as of June 30, 2009,
which were not breached and therefore not waived as of December 31, 2008, as described below (refer to Note 10, Long-term debt for
detailed disclosures on covenant breaches and waivers obtained):
•

On July 17, 2009, the Company entered into an agreement with The Royal Bank of Scotland, with respect to its $700.0
million senior revolving credit facility, to extend the waiver of the breach of the corporate leverage ratio, and reduction in the
collateral coverage ratio, obtained for the year ended December 31, 2008, as well as any subsequent breach of such corporate
leverage ratio covenant, through October 1, 2010.

•

On July 21, 2009, the Company entered into an agreement with Aegean Baltic Bank S.A., HSH Nordbank AG and Piraeus
Bank, with respect to its $700.0 million senior revolving credit facility, to extend the waiver of the breach of the collateral
coverage ratio, corporate leverage ratio and net worth covenants obtained for the year ended December 31, 2008, as well as
any subsequent breach of such covenants, through October 1, 2010.

•

On July 21, 2009, the Company entered into an agreement with HSH Nordbank AG, with respect to its $60.0 million credit
facility, to extend the waiver of the breach of the minimum net worth covenant obtained for the year ended December 31,
2008, as well as any subsequent breach of such covenant, through October 1, 2010.

•

On July 29, 2009, the Company entered into an agreement, with Credit Suisse with respect to its $221.1 million credit facility,
to extend the waiver of the breaches of the corporate leverage ratio and net worth covenants obtained for the year ended
December 31, 2008 (except for the minimum book net worth covenant, which was not breached as of June 30, 2009) , as well
as any subsequent breach of such covenants, through October 1, 2010 and reducing the collateral coverage ratio to 100% from
125% (at which revised collateral coverage ratio the Company would have been in compliance as of June 30, 2009) in respect
of the period ended June 30, 2009 and any subsequent breaches of such covenant through October 1, 2010 .
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•

On August 6, 2009, the Company entered into an agreement with Deutsche Bank, with respect to its $180.0 million credit
facility, to extend the waiver of the breach of the corporate leverage ratio covenant obtained for the year ended December 31,
2008, as well as any subsequent breaches of such covenant, through October 1, 2010 and waiving the breach of the collateral
coverage ratio covenant identified as of June 30, 2009, and any subsequent breaches of such covenant, through October 1,
2010 .

•

On August 12, 2009, the Company entered into an agreement with Emporiki Bank, with respect to its $156.8 million credit
facility, to extend the waiver of the breach of the corporate leverage ratio and minimum net worth covenants obtained for the
year ended December 31, 2008, as well as any subsequent breach of such covenant, through October 1, 2010 (except for the
minimum book net worth covenant, which was not breached as of June 30, 2009).

•

On August 14, 2009, the Company entered into an agreement with Fortis Bank, Lloyds TSB and National Bank of Greece,
with respect to its $253.2 million credit facility, subject to receiving waivers through at least October 1, 2010 of all breaches
under its other credit facilities, waiving the breach of the corporate leverage ratio and collateral coverage ratio covenant
identified as of June 30, 2009, and any subsequent breaches of such covenants, through October 1, 2010.

•

On August 17, 2009, the Company entered into an agreement with Deutsche Schiffsbank Bank, Credit Suisse and Emporiki
Bank, with respect to its $298.5 million credit facility, to extend the waiver of the breach of the corporate leverage ratio and
minimum net worth covenants obtained as of March 31, 2009, as well as any subsequent breaches of such covenants, through
October 1, 2010.

•

On September 22, 2009, the Company entered into an agreement with Export Import Bank of Korea and Fortis Bank, with
respect to its $144.0 million credit facility, to extend the waiver of the breach of the corporate leverage ratio and net worth
covenants obtained for the year ended December 31, 2008, as well as any subsequent breaches of such covenants, through
October 1, 2010 and waiving the breach of an additional corporate leverage ratio covenant identified as of June 30, 2009, and
any subsequent breaches of such covenant, through October 1, 2010 .

The charterer of six of the Company’s containerships, Zim Integrated Shipping Services Ltd., has stated that it was reducing,
unilaterally, all of its long-term charterhire payments to ship-owners by 35% commencing September 1, 2009 and for an indicated
period of three years. The Company is in discussions with Zim and is evaluating the situation. The vessels that the Company charters to
Zim are currently operating under their 12-year time charter. Zim is not a charterer of any of the Company’s newbuilding
containerships.
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EXHIBIT 99.2
ARTICLES OF AMENDMENT
TO
AMENDED AND RESTATED ARTICLES OF INCORPORATION
OF
DANAOS CORPORATION
Pursuant to Sections 86, 55(7), 88(1) and 90 of the
Marshall Islands Business Corporations Act
DANAOS CORPORATION, a corporation domesticated in and existing under the law of the Republic of The Marshall Islands (the “
Corporation ”), hereby certifies as follows:
(a) The name of the Corporation is “DANAOS CORPORATION”.
(b) The Corporation was originally incorporated in the Republic of Liberia on December 7, 1998. Articles of Domestication and
Articles of Incorporation of the Corporation were filed with the Office of the Registrar of Corporations of the Republic of The Marshall Islands
on October 7, 2005. The Articles of Incorporation were amended and restated on October 14, 2005 and Articles of Amendment to such
Amended and Restated Articles of Incorporation were filed with the Registrar of Corporations of the Republic of The Marshall Islands on
September 14, 2006. The Amended and Restated Articles of Incorporation were amended and restated on September 18, 2006. A Statement of
Designations was filed pursuant to Section 35(5) of the Business Corporation Act on October 5, 2006 in respect of the right, preferences and
privileges of series A participating preferred stock of the Corporation.
(c) The Amended and Restated Articles of Incorporation are hereby amended to increase the total number of shares of stock which the
Corporation shall have authority to issue by striking the first paragraph of Section FOURTH of the Amended and Restated Articles of
Incorporation in its entirety as follows:
The aggregate number of shares of stock that the Corporation is authorized to issue is two hundred five million (205,000,000) shares with a
par value of one cent (US $0.01), consisting of two hundred million (200,000,000) shares of common stock with a par value of one cent (US
$0.01) (“Common Stock”) and five million (5,000,000) shares of preferred stock with a par value of one cent (US $0.01) (the “Preferred
Stock”).
and replacing it with the following:
The aggregate number of shares of stock that the Corporation is authorized to issue is Eight hundred fifty million (850,000,000) shares with a
par value of one cent (US $0.01), consisting of seven hundred fifty million (750,000,000) shares of common stock with a par value of one
cent (US $0.01) (“Common Stock”) and one hundred million (100,000,000) shares of preferred stock with a par value of one cent (US $0.01)
(the “Preferred Stock”).
(d) The Amended and Restated Articles of Incorporation are hereby amended to add new Section TENTH to the Amended and
Restated Articles of Incorporation to read in its entirety as follows:
The Board of Directors of the Corporation is expressly authorized to make, alter, amend or repeal bylaws of the Corporation with,
notwithstanding any other provisions of these Amended and Restated Articles of Incorporation or the bylaws of the Corporation (and
notwithstanding the fact that some lesser percentage may be specified by law, these Amended and Restated Articles of Incorporation or
the bylaws of the Corporation), the affirmative vote of not less than sixty-six and two-thirds percent (66-2/3%) of the directors then in
office.
(e) This amendment to the Amended and Restated Articles of Incorporation was duly adopted in accordance with Section 88(1) and
Section 55(7) of the Marshall Islands Business Corporations Act (the “ BCA ”). On July 24, 2009, the Board of Directors of the Corporation
adopted resolutions by the unanimous written consent in accordance with Section 55(4) of the BCA setting forth and declaring advisable that this
amendment to the Amended and Restated Articles of Incorporation be adopted by the shareholders of the Corporation. On September 9, 2009,
the holders of sixty-six and two-thirds percent (66-2/3%) of all of
1

the outstanding shares of the Corporation entitled to vote thereon authorized the adoption of this amendment to the Amended and Restated
Articles of Incorporation at a duly convened meeting of the stockholders of the Corporation in accordance with the Amended and Restated
Articles of Incorporation and Section 88(1) and Section 55(7) of the BCA, and such authorization has been filed with the minutes of the
proceedings of shareholders of the Corporation.
IN WITNESS WHEREOF, the Corporation has caused these Articles of Amendment to Amended and Restated Articles of
Incorporation to be signed as of the 9th day of September 2009, by its Chief Executive Officer and President, who hereby affirms and
acknowledges, under penalty of perjury, that these Articles of Amendment are the act and deed of the Corporation and that the facts stated herein
are true.
DANAOS CORPORATION
By: /s/ John Coustas
Name: John Coustas
Title:
Chief Executive Officer and President
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EXHIBIT 99.3
DANAOS CORPORATION
AMENDED AND RESTATED BYLAWS
ARTICLE I
OFFICES
The principal place of business of the Corporation shall be at such place or places as the directors shall from time to time determine. The
Corporation may also have an office or offices at such other places within or without the Marshall Islands as the Board of Directors (the
“Board”) may from time to time appoint or the business of the Corporation may require.
ARTICLE II
STOCKHOLDERS
Section 1.
Annual Meeting. The annual meeting of stockholders of the Corporation shall be held on such day and at such time and place
within or without the Marshall Islands as the Board may determine, for the purpose of electing directors and for transacting such other business
as may properly be brought before the meeting.
Section 2.
Special Meetings . A special meeting of the stockholders may be called at any time by the Board. Except as may be set forth in
the Articles of Incorporation, no other person or persons are permitted to call a special meeting. No business may be conducted at the special
meeting other than such business as may be properly brought before the meeting. If the Chairman of the special meeting determines that
business was not properly brought before the special meeting, the Chairman shall declare to the meeting that the business was not properly
brought before the meeting and such business shall not be transacted.
Section 3.
Notice of Meetings . Notice of every annual and special meeting of stockholders, other than any meeting the giving of notice of
which is otherwise prescribed by law or the Articles of Incorporation, stating the date, time, place and purpose thereof, and in the case of special
meetings, the name of the person or persons at whose direction the notice is being issued, shall be given personally (including by telephone) or
sent by mail, telegraph, cablegram, telex, telecopy, electronic mail or other means deemed appropriate by the Board at least fifteen (15) but not
more than sixty (60) days before such meeting, to each stockholder of record entitled to vote thereat and to each stockholder of record who, by
reason of any action proposed at such meeting would be entitled to have his or her shares appraised if such action were taken, and the notice
shall include a statement of that purpose and to that effect. If mailed, notice shall be deemed to have been given when deposited in the mail,
directed to the stockholder at his, her or its address as the same appears on the record of stockholders of the Corporation or at such address as to
which the stockholder has given notice to the Secretary. Notice of a meeting need not be given to any stockholder who submits a signed waiver
of notice, whether before or after the meeting, or who attends the meeting without protesting prior to the conclusion thereof the lack of notice to
him or her.
Section 4.
Adjournments . Whether or not a quorum shall be present, any meeting of stockholders, annual or special, may adjourn from
time to time to reconvene at the same or some other place, and notice need not be given of any such adjourned meeting if the time and place
thereof are announced at the meeting at which the adjournment is taken. At the adjourned meeting the Corporation may transact any business
which might have been transacted at the original meeting. If the meeting is adjourned for lack of quorum, notice of the new meeting shall be
given to each stockholder of record entitled to vote at the meeting. If after an adjournment a new record date is fixed for the adjourned meeting,
a notice of the adjourned meeting shall be given to each stockholder of record on the new record date entitled to notice in Section 3 of this
Article II. The Board of Directors may postpone any meeting of stockholders or cancel any special meeting of stockholders by public
announcement or disclosure prior to the time scheduled for the meeting.
Section 5.
Quorum . At all meetings of stockholders, except as otherwise expressly provided by law or the Articles of Incorporation, there
must be present either in person or by proxy stockholders of record holding at least a majority of the shares issued and outstanding and entitled to
vote at such meetings in order to constitute a quorum, but if less than a quorum is present, a majority of those shares present either in person or
by proxy shall have power to adjourn any meeting until a quorum shall be present. Notwithstanding the previous sentence, at any meeting of
stockholders at which the holders of any class of stock of the Corporation shall be entitled to vote separately as a class, the holders of a majority
in number of the total outstanding shares of such class, present in person or represented by proxy, shall constitute a quorum for purposes of such
class vote unless the representation of a different number of shares of such class shall be required by law, by the Articles of Incorporation or by
these bylaws.
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Notwithstanding the foregoing, if a meeting of stockholders is adjourned for lack of quorum on two successive occasions, at the next and any
subsequent adjournment of the meeting there must be present either in person or by proxy stockholders of record holding at least forty-percent
(40%) of the issued and outstanding stock and entitled to vote at such meeting in order to constitute a quorum.
Section 6.
Organization . The Chief Executive Officer or, in the absence of the Chief Executive Officer, the Chairman of the Board, if there
is a Chairman of the Board, shall call all meetings of the stockholders to order, and shall act as chairman of such meetings. In the absence of the
Chief Executive Officer and the Chairman of the Board, the members of the Board of Directors who are present shall elect a chairman of the
meeting.
The Secretary of the Corporation shall act as secretary of all meetings of the stockholders; and in the absence of the Secretary, the
Chairman of the meeting may appoint any person to act as secretary of the meeting. It shall be the duty of the Secretary of the Corporation to
prepare and make, at least ten (10) days before every meeting of stockholders, a complete list of stockholders entitled to vote at such meeting,
arranged in alphabetical order and showing the address of each stockholder and the number of shares registered in the name of each stockholder.
Section 7.
Voting . At any meeting of stockholders, with respect to a matter for which a stockholder is entitled to vote, each such
stockholder shall be entitled to one vote for each share it holds, except as otherwise expressly provided by law or in the Articles of
Incorporation. Each stockholder may exercise such voting right either in person or by proxy; provided, however, that no proxy shall be valid
after the expiration of eleven months from the date such proxy was authorized unless otherwise provided in the proxy. A duly executed proxy
shall be irrevocable if it states that it is irrevocable and if, and only as long as, it is coupled with an interest sufficient in the law of the Marshall
Islands to support an irrevocable power. A stockholder may revoke any proxy which is not irrevocable by attending the meeting and voting in
person or by filing an instrument in writing revoking the proxy or another duly executed proxy bearing a later date with the Secretary of the
Corporation. If a quorum is present, and except as otherwise expressly provided by law or the Articles of Incorporation and except with respect
to the election of directors, the affirmative vote of a majority of the shares of stock represented at the meeting shall be the act of the
stockholders. Subject to the rights of the holders of any series of preferred stock of the Corporation, directors shall be elected by a plurality of
the votes cast at a meeting of stockholders by the stockholders entitled to vote in the election.
Shares of the stock of the Corporation belonging to the Corporation or to another corporation, if a majority of the shares entitled to vote
in the election of directors of such other corporation is held, directly or indirectly, by the Corporation, shall neither be entitled to vote nor be
counted for quorum purposes.
Section 8.
Voting Procedures and Inspectors . The Corporation may, in advance of any meeting of stockholders, appoint one or more
inspectors of election to act at the meeting and make a written report thereof. Each inspector, before entering upon the discharge of the duties of
inspector, shall take and sign an oath faithfully to execute the duties of inspector with strict impartiality and according to the best of such
person’s ability.
The inspectors shall ascertain the number of shares outstanding and the voting power of each; determine the shares represented at the
meeting and the validity of proxies and ballots; count all votes and ballots; determine and retain for a reasonable period a record of the
disposition of any challenges made to any determination by them; and certify their determination of the number of shares represented at the
meeting, and their count of all votes and ballots.
Section 9.
Consent of Stockholders in Lieu of Meeting . Any action required or permitted to be taken by the stockholders of the
Corporation, or any action which may be taken at a meeting of the stockholders, may be taken without a meeting if a consent in writing, setting
forth the actions so taken, is signed by all the stockholders entitled to vote with respect to the subject matter thereof. Such consent shall have the
same effect as a unanimous vote of stockholders, and may be stated as such in any articles or documents filed with a Registrar of Corporations.
The consent shall be delivered to the Corporation by delivery to its registered office in the Marshall Islands, its principal place of
business, or an officer or agent of the Corporation having custody of the book in which proceedings of meetings of stockholders are recorded.
Delivery made to the Corporation’s registered office shall be made by hand or by certified or registered mail, return receipt requested.
Section 10.
Fixing of Record Date . For the purpose of determining the stockholders entitled to notice of and to vote at any meeting of
stockholders, or to express consent to or dissent from any proposal without a meeting, or for any other action, the Board may fix a time not more
than sixty (60) days prior to the date of for any such determination of stockholders, nor, in the case of a meeting of stockholders, less than fifteen
(15) days before the date of such meeting.
Section 11. Advance Notice of Stockholder Nominees for Director and Other Stockholder Proposals . The matters to be considered and
brought before any meeting of stockholders of the Corporation, including the nomination and election of directors, shall be limited to only those
matters that are brought properly before the meeting in compliance with the procedures
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set forth in this Section 11 of Article II.
In order to be properly brought before any annual meeting of stockholders, a matter must be (i) specified in the notice of annual meeting
given by or at the direction of the Board, (ii) otherwise brought before the annual meeting by or at the direction of the Board, or (iii) brought
before the annual meeting in the manner specified in this Section 11 of Article II by a stockholder who holds of record stock of the Corporation
entitled to vote at the annual meeting on such matter (including any election of directors), or by a person who holds such stock through a
nominee or “street name” holder of record of such stock and can demonstrate to the Corporation such indirect ownership of, and such person’s
right to vote, such stock.
In addition to any other requirements under applicable law, the Articles of Incorporation and these bylaws, persons nominated by
stockholders for election as directors of the Corporation, and any other proposals by stockholders, shall be properly brought before an annual
meeting of stockholders only if notice of any such matter to be presented by a stockholder at such meeting (a “Stockholder Notice”), is delivered
to the Secretary at the principal executive office of the Corporation not less than ninety (90) nor more than one hundred and twenty (120) days
prior to the first anniversary date of the annual meeting for the preceding year. If (and only if) an annual meeting of stockholders is not
scheduled to be held within a period that commences thirty (30) days before and ends thirty (30) days after such an anniversary date (an annual
meeting date outside such period being referred to herein as an “Other Meeting Date”), the Stockholder Notice shall be given in the manner
provided in these bylaws by the later of (i) the close of business on the ninetieth (90th) day prior to such Other Meeting Date or (ii) the close of
business on the tenth (10th) day following the date on which such Other Meeting Date is first publicly announced or disclosed by the
Corporation.
Any stockholder who wishes to nominate a person for election as a director of the Corporation at an annual meeting of stockholders
shall deliver, as part of the Stockholder Notice, a statement in writing setting forth the name of the person to be nominated, the number and class
of all shares of stock of the Corporation the person owns of record and beneficially, as reported to the stockholder by the person, the information
regarding the person that would be required to be included in a proxy statement by the rules and regulations of the U.S. Securities and Exchange
Commission (assuming such rules and regulations were applicable) for a nominee for election as a director, the person’s signed consent to serve
as a director of the Corporation if elected, the stockholder’s name and address, the number and class of all shares of stock of the Corporation that
the stockholder owns of record and beneficially and, in the case of a person who holds the stock through a nominee or “street name” holder of
record, evidence establishing the person’s indirect ownership of the stock and right to vote the stock for the election of directors at the meeting.
Any stockholder who gives a Stockholder Notice of any matter (other than a nomination for director) proposed to be brought before an
annual meeting of stockholders shall deliver, as part of the Stockholder Notice, the text of the proposal to be presented and a brief written
statement of the reasons why the stockholder favors the proposal and setting forth the stockholder’s name and address, the number and class of
all shares of stock of the Corporation the stockholder owns of record and beneficially, any material interest of such stockholder in the matter
proposed (other than as a stockholder), if applicable and, in the case of a person who holds stock through a nominee or “street name” holder of
record, evidence establishing the person’s indirect ownership of the stock and right to vote the stock on the matter proposed at the annual
meeting.
As used in these bylaws, shares “beneficially owned” shall mean all shares which a person is deemed to beneficially own pursuant to
Rules 13d-3 and 13d-5 under the U.S. Securities Exchange Act of 1934, as amended. If a stockholder is entitled to vote only for a specific class
or category of directors at an annual or special meeting of stockholders, the stockholder’s right to nominate a person for election as a director at
the meeting shall be limited to such class or category of directors.
Notwithstanding any provision of this Section 11 of Article II to the contrary, in the event that the number of directors to be elected to
the Board at the next annual meeting of stockholders is increased by virtue of an increase in the size of the Board and either all of the nominees
for director at the next annual meeting of stockholders or the size of the increased Board is not publicly announced or disclosed by the
Corporation at least one hundred (100) days prior to the first anniversary of the preceding year’s annual meeting, a Stockholder Notice shall also
be considered timely hereunder, but only with respect to nominees to stand for election at the next annual meeting as the result of any new
positions created by such increase, if it is delivered to the Secretary at the principal place of business of the Corporation not later than the close
of business on the tenth (10th) day following the first day on which all such nominees or the size of the increased Board of Directors shall have
been publicly announced or disclosed by the Corporation.
Except as provided in the immediately following sentence, no matter shall be properly brought before a special meeting of stockholders
unless the matter shall have been brought before the meeting pursuant to the Corporation’s notice of such meeting. In the event the Corporation
calls a special meeting of stockholders for the purpose of electing a director to the Board, any stockholder entitled to vote for the election of such
director at such meeting may nominate a person for election to such position as is specified in the notice of such meeting, but only if the
Stockholder Notice required by this Section 11 of Article II shall be delivered to the Secretary of the Corporation at the principal place of
business of the Corporation not later than the close of business on the tenth (10th) day following the first day on which the date of the special
meeting and either the names of all nominees proposed by the Board of Directors to be elected at such meeting or the number of directors to be
elected shall have been publicly announced or disclosed.
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For purposes of this Section 11 of Article II, a matter shall be deemed to have been “publicly announced or disclosed” if the matter is
disclosed in a press release reported by the (i) Dow Jones News Service, the Associated Press or a comparable U.S. national news service or
(ii) in a document publicly filed by the Corporation with the U.S. Securities and Exchange Commission.
In no event shall the adjournment of an annual meeting or a special meeting of stockholders, or any announcement thereof, commence a
new period for the giving of notice as provided in this Section 11. This Section 11 of Article II shall not apply to any nomination of a director in
an election in which only the holders of a particular class of stock of the Corporation (the holders of which may vote by written consent under
the Articles of Incorporation), or a series thereof, are entitled to vote (unless otherwise provided in the terms of such stock).
The chairman of any meeting of stockholders, in addition to making any other determinations that may be appropriate to the conduct of
the meeting, shall have the power and duty to determine whether notice of nominees and other matters proposed to be brought before a meeting
have been duly given in the manner provided in this Section 11 of Article II and, if not so given, shall direct and declare at the meeting that such
nominees and other matters shall not be considered.
ARTICLE III
DIRECTORS
Section 1.
Number and Term of Office. The affairs, business and property of the Corporation shall be managed by a Board to consist of
such number of directors as shall be fixed from time to time by a resolution passed by a majority of the Board, subject to the Amended and
Restated Articles of Incorporation of the Corporation. Except as otherwise provided by law or in Section 3 of this Article III, the directors of the
Corporation shall be elected at each annual meeting of stockholders, to replace those directors whose terms expire at such annual meeting.
Except as otherwise provided in Section 1 or Section 3 of this Article III, each Director shall be elected to serve until the third succeeding annual
meeting of stockholders and until his or her successor shall have been duly elected and qualified, except in the event of his or her death,
resignation, removal or the earlier termination of his or her term of office. No decrease in the number of directors shall shorten the term of any
incumbent director. The directors need not be residents of the Marshall Islands or stockholders of the Corporation. Corporations may, to the
extent permitted by law, be elected or appointed directors.
S e ction 2.
Removal . Any or all of the directors may be removed, with cause by the affirmative vote of holders of sixty-six and two-thirds
percent (66-2/3%) of the voting power of all the outstanding shares of stock of the Corporation entitled to vote generally in the election of
directors, considered for this purpose as a single class. Notwithstanding the previous sentence, whenever any director shall have been elected by
the holders of any class of stock of the Corporation voting separately as a class under the provisions of the Articles of Incorporation, such
director may be removed and the vacancy filled only by the holders of sixty-six and two-thirds percent (66-2/3%) of the voting power of that
class of stock voting separately as a class.
Except as provided in the Articles of Incorporation, vacancies caused by any such removal or any vacancy caused by the death or
resignation of any director or for any other reason, and any newly created directorship resulting from any increase in the authorized number of
directors, may be filled by, and only by, the affirmative vote of a majority of the directors then in office, although less than a quorum, and any
director so elected to fill any such vacancy or newly created directorship shall hold office until the director’s successor is elected and qualified or
until the director’s earlier resignation or removal. No director may be removed without cause by either the stockholders or the Board.
Section 3.
Vacancies . Vacancies in the Board occurring by death, resignation, creation of new directorship, failure of the stockholders to
elect the whole class of directors required to be elected at any annual election of directors or for any other reason, including removal of directors
for cause, shall be filled only by the affirmative vote of a majority of the remaining directors then in office, although less than a quorum, at any
special meeting called for that purpose or at any regular meeting of the Board. Any director appointed to fill a vacancy or a newly created
directorship pursuant to this Section 3 of Article III shall hold office until the annual meeting of stockholders next succeeding his or her
appointment, and until his or her successor is elected and qualified or until his or her earlier resignation or removal.
Section 4.
R e gular meetin g s . Regular meetings of the Board may be held at such time and place, within or without the Marshall Islands,
as may be determined by resolution of the Board. No notice shall be required for any regular meeting. Except as otherwise provided by law, any
business may be transacted at any regular meeting of the Board.
Section 5.
Special me eting. Special meetings of the Board may be called from time to time by the Chairman, the Chief Executive Officer,
or any officer of the Corporation who is also a director. The Chief Executive Officer or the Secretary shall call a special meeting of the Board
upon written request directed to either of them by any two directors stating the time, place and purpose of such special meeting. Special
meetings of the Board shall be held on a date and at such time and at such place, within or without the Marshall Islands, as may be designated in
the notice thereof by the officer calling the meeting.
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Section 6.
Notice of Special Meetings . Notice of the date, time and place of each special meeting of the Board shall be given to each
Director at least forty-eight (48) hours prior to such meeting, unless the notice is given orally or delivered in person, in which case it shall be
given at least twenty-four (24) hours prior to such meeting. For the purpose of this section, notice shall be deemed to be duly given to a Director
if given to him or her personally (including by telephone), or if such notice be delivered to such Director by mail, telegraph, cablegram, telex,
teleprinter, telecopy, electronic mail or other electronic means to his or her last known address. Notice of a meeting need not be given to any
Director who submits a signed waiver of notice, whether before or after the meeting, or who attends the meeting without protesting, prior to the
conclusion thereof, the lack of notice to him or her.
Section 7.
Quorum . Subject to the provisions of Section 3 of this Article III, a majority of the directors at the time in office (but, unless the
Board shall consist solely of one director, in no case less than one-third of total number of directors nor less than two directors), present in
person or by proxy or communications equipment, shall constitute a quorum for the transaction of business.
Section 8.
Organization . The Chairman of the Board or, in the absence of the Chairman of the Board, the Chief Executive Officer or, in
the absence of the Chief Executive Officer, the Chief Operating Officer shall preside at all meetings of the Board of Directors. In the absence of
the Chairman of the Board, the Chief Executive Officer and the Chief Operating Officer, a Chairman shall be elected from among the Directors
present. The Secretary of the Corporation shall act as secretary of all meetings of the directors. In the absence of the Secretary of the
Corporation, the Chairman may appoint any person to act as secretary of the meeting.
Section 9.
Interested Directors . No contract or transaction between the Corporation and one or more of its directors or officers, or between
the Corporation and any other corporation, partnership, association or other organization in which one or more of its directors or officers are
directors or officers, or have a financial interest, shall be void or voidable solely for this reason, or solely because the director or officer is
present at or participates in the meeting of the Board or committee thereof which authorizes the contract or transaction, or solely because his or
her or their votes are counted for such purpose, if: (i) the material facts as to his or her relationship or interest and as to the contract or transaction
are disclosed or are known to the Board or the committee and the Board or committee in good faith authorizes the contract or transaction by the
affirmative votes of a majority of the disinterested directors or, if the votes of the disinterested directors are insufficient to constitute an act of the
Board as defined in Section 55 of the Marshall Islands Business Corporations Act (the “BCA”), by a unanimous vote of the disinterested
directors or (ii) the contract or transaction is fair as to the Corporation as of the time it is authorized, approved or ratified, by the Board or a
committee thereof by the affirmative vote of a majority of the disinterested directors, if the votes of the disinterested directors are insufficient to
constitute an act of the Board as defined in Section 55 of the BCA, by a unanimous vote of the disinterested directors. Common or interested
directors may be counted in determining the presence of a quorum at a meeting of the Board or of a committee which authorizes the contract or
transaction.
Section 10. Voting . The vote of the majority of the directors, present in person or by proxy or by means of communications equipment, at a
meeting at which a quorum is present shall be the act of the directors.
Unless otherwise restricted by the Articles of Incorporation or by these bylaws, any action required or permitted to be taken at any
meeting of the Board, or of any committee thereof, may be taken without a meeting if all members of the Board, as the case may be, consent
thereto in writing, and the writing or writings are filed with the minutes of proceedings of the Board or committee, as the case may be.
Section 11.
Compensation of Directors and Members of Committees . The Board may from time to time, in its discretion, fix the amounts
which shall be payable in cash or in securities to members of the Board and to members of any committee, for attendance at the meetings of the
Board or of such committee and for services rendered to the Corporation. Directors shall be reimbursed for their reasonable expenses incurred in
attending such meetings or otherwise in performing their duties as Directors. No such payment or reimbursement shall preclude any Directors
from serving the Corporation in any other capacity and receiving compensation therefor.
ARTICLE IV
COMMITTEES
Section 1.
Standing Committees . In accordance with, and to the extent required by, applicable legal, regulatory and stock exchange listing
requirements (the “Requirements”), the Board shall have the following standing committees: (a) an Audit Committee, (b) a Compensation
Committee, and (c) a Nominating and Corporate Governance Committee (the “Standing Committees”), and such other committees as may be
required from time to time by the Requirements. The Compensation and
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Nominating and Corporate Governance Committees shall be composed of at least a majority of “Independent Directors” within the meaning of
the Requirements applicable to such committees, and the Audit Committee shall be composed entirely of Independent Directors. Each Standing
Committee shall consist of such minimum number of directors as may be mandated by the Requirements and shall have a written charter, which
shall be approved by the Board and state the purpose and authority of such committee. Standing Committee charters shall be reviewed not less
frequently than annually to reflect the activities of the respective committees, changes in applicable Requirements, and other relevant
considerations, and proposed revisions to such charters shall be approved by the Board. The Nominating and Corporate Governance Committee
shall be responsible, after taking into account the desires of individual Board members, for making recommendations to the Board with respect
to the assignment of directors to the Standing Committees. After reviewing the Nominating and Corporate Governance Committee’s
recommendations, the Board shall be responsible for appointing committee members and designating committee chairs on an annual basis. The
Nominating and Corporate Governance Committee shall annually review committee assignments with a view toward balancing the benefits
derived from continuity against the benefits derived from the diversity of experience and viewpoints of the various directors, subject in any case
with the applicable Requirements.
Section 2.
Executive and Other Committees . The Board may, by resolution or resolutions passed by a majority of the entire Board,
designate from among its members, and in addition to the mandatory Standing Committees, an executive committee to consist of one or more of
the directors of the Corporation, which, to the extent provided in said resolution or resolutions, or in these bylaws, shall have and may exercise,
to the extent permitted by law, the powers of the Board in the management of the business and affairs of the Corporation, and may have power to
authorize the seal of the Corporation to be affixed to all papers which may require it; provided, however, that no such committee shall have the
power or authority to (i) submit to stockholders of any action that requires stockholders’ approval by law, (ii) fill a vacancy in the Board or in a
committee thereof, (iii) fix compensation of the directors for serving on the Board ofany other committee, (iv) amend or repeal any bylaw or
adopt any new bylaw, or (v) amend or repeal any resolution of the entire Board which by its terms shall not be so amendable or repealable. In
addition, the Board may designate from among its members other committees to consist of one or more of the directors of the Corporation, each
of which shall perform such functions and have such authority and powers as shall be delegated to such committee by said resolution or
resolutions or as provided for in these bylaws subject to the prohibitions on the delegation of power and authority set forth in the preceding
sentence.
Section 3.
Membership and Rules . Members of any Board committee shall hold office for such period as may be prescribed by the vote of
the entire Board, subject, however, to removal at any time by the vote of the Board. Vacancies in membership of such committees shall be filled
by vote of the Board. Committees may adopt their own rules of procedures and may meet at stated times or on such notice as they may
determine. Each committee shall keep a record of its proceedings and report the same to the Board when required.
ARTICLE V
OFFICERS
Section 1.
Number and Designation . The officers of the Corporation shall include a Chief Executive Officer and a Secretary and may
include a Chairman of the Board, one or more Vice Chairmen of the Board, a President, a Chief Operating Officer, a Treasurer, a Chief Financial
Officer, one or more Vice-Presidents and such other officers, if any, as the Board may deem necessary. Officers may be of any nationality and
need not be residents of the Marshall Islands. The officers shall be elected annually by the Board at its first meeting following the annual
election of directors, but in the event of the failure of the Board to so elect any officer, such officer may be elected at any subsequent meeting of
the Board. The salaries of officers and any other compensation paid to them shall be fixed from time to time by the Board. The Board may at
any meeting elect additional officers. Each officer shall hold office at the pleasure of the Board and may hold more than one office. Any officer
may be removed by the Board at any time with or without cause. Any vacancy in an office may be filled by the Board at any regular or special
meeting.
In addition to the powers and duties of the officers of the Corporation as set forth in these bylaws, the officers shall have such authority
and shall perform such duties as from time to time may be determined by the Board.
Section 2.
Chief Executive Officer . The Board shall designate one of the officers of the Corporation to be the Chief Executive Officer of
the Corporation . Subject to the control of the Board, the Chief Executive Officer shall have general charge and control of all the business and
affairs of the Corporation and shall have all powers and shall perform all duties incident to the position of Chief Executive Officer which may be
required by law and such other duties as are required by the Board. The Chief Executive Officer shall make reports to the Board and to the
stockholders, and shall see that all orders and resolutions of the Board and of any committee thereof are carried into effect. The Chief Executive
Officer shall preside at all meetings of the stockholders and shall have such other powers and perform such other duties as may from time to time
be assigned by these bylaws or by the Board of Directors.
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Section 3.
Chief Operating Officer . The Board of Directors may designate one of the officers of the Corporation to be the Chief Operating
Officer of the Corporation. Subject to the control of the Board of Directors and the Chief Executive Officer, the Chief Operating Officer shall
have general charge and control of all the operations of the Corporation and shall have all powers and shall perform all duties incident to the
position of Chief Operating Officer. The Chief Operating Officer shall act in a general executive capacity and assist the Chief Executive Officer
in the administration and operation of the Corporation’s business and general supervision of its policies and affairs. The Chief Operating Officer
shall perform the duties of the Chief Executive Officer in the absence of the Chief Executive Officer. The Chief Operating Officer shall have
such other powers and perform such other duties as may from time to time be assigned by these bylaws or by the Board of Directors or the Chief
Executive Officer.
Section 4.
Chief Financial Officer . The Board may designate one of the officers of the Corporation to be the Chief Financial Officer of the
Corporation. Subject to the control of the Board and the Chief Executive Officer, the Chief Financial Officer shall have general charge and
control of the financial affairs of the Corporation and shall have all powers and shall perform all duties incident to the position of Chief Financial
Officer. The Chief Financial Officer shall act in a general executive capacity and assist the Chief Executive Officer in the administration and
operation of the Corporation’s financial affairs. The Chief Financial Officer shall have such other powers and perform such other duties as may
from time to time be assigned by these bylaws or by the Board of Directors or the Chief Executive Officer.
Section 5 .
Chai rman and Vice Chairmen of the Board . The Board may elect a Chairman of the Board from among its members. The
Chairman o f the Board shall preside at all meetings of the Board and shall have all powers and may perform all duties incident to the office of
Chairman of the Board which shall be required by law and shall have such other powers and perform such other duties as shall from time to time
be assigned by these bylaws or by the Board. The Board of Directors also may elect one or more Vice-Chairmen to act in the place of the
Chairman upon his or her absence or inability to act.
Section 6.
President and Vice Presidents . The Board of Directors may elect a President and one or more Vice Presidents of the
Corporation. Subject to the control of the Board of Directors and the Chief Executive Officer, the President and each Vice President shall have
all powers and shall perform all duties incident to their respective offices which may be required by law and shall have such other powers and
perform such other duties as may from time to time be assigned by these bylaws or by the Board of Directors or the Chief Executive Officer.
Section 7.
Secretary . The Board shall elect a Secretary who shall act as Secretary of all meetings of the stockholders and of the Board at
which he or she is present, shall have supervision over the giving and serving of notices of the Corporation, shall be the custodian of the co
rporate records and of the corporate seal of the Corporation, and shall be empowered to affix the corporate seal to those documents the execution
of which, on behalf of the Corporation under its seal, is duly authorized and when so affixed may attest the same. The Secretary shall also
exercise such powers and perform such other duties as may be assigned to him or her by the Board or the President.
Section 8.
Treasurer . The Board may elect a Treasurer who shall have general supervision over the care and custody of the funds,
securities, and other valuable effects of the Corporation and shall deposit the same or cause the same to be deposited in the name of the
Corporation in such depositories as the Board may designate, shall disburse the funds of the Corporation as may be ordered by the Board, shall
have supervision over the accounts of all receipts and disbursements of the Corporation, and shall, whenever required by the Board, render or
cause to be rendered financial statements of the Corporation. The Treasurer shall have the power and perform the duties usually incident to the
office of Treasurer, and shall have such powers and perform such other duties as may be assigned to him or her by the Board or President.
Section 9.
Other Officers . The Board may elect other officers of the Corporation who may exercise such powers and perform such duties
as may be assigned to them by the Board or the Chief Executive Officer.
Section 10. Bond . The Board shall have power to the extent permitted by law to require any officer, agent or employee of the Corporation to
give bond for the faithful discharge of his or her duties in such form and with such surety as the Board may deem advisable.
ARTICLE VI
CERTIFICATES FOR SHARES
Section 1.
Form and Issuance . The shares of the Corporation shall be represented by certificates in form meeting the requirements of law,
and not inconsistent with the Articles of Incorporation, and approved by the Board, unless the Board provides, by resolution, that some or all
shares of any or all classes or series of stock shall be uncertificated. Certificates shall be
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signed by the Chairman of the Board, the President or Chief Executive Officer or a Vice-President and by the Secretary or any Assistant
Secretary or the Treasurer or any Assistant Treasurer. These signatures may be facsimiles if the certificate is countersigned by a transfer agent
or registered by a registrar other than the Corporation itself or its employee.
Section 2.
Transfer . The Board shall have the power and authority to make such rules and regulations as it may deem expedient concerning
the issuance, registration and transfer of certificates representing shares of the Corporation’s stock, and may appoint transfer agents and
registrars thereof.
Section 3.
Loss of Stock Certificates . The Board may direct a new certificate of stock to be issued in place of any certificate or certificates
theretofore issued by the Corporation alleged to have been lost or destroyed upon the making of an affidavit of that fact by the person claiming
the certificate of stock to be lost or destroyed. When authorizing such issue of a new certificate or certificates, the Board may, in its discretion
and as a condition precedent to the issuance thereof, require the owner of such lost or destroyed certificate or certificates, or his or her legal
representative, to advertise the same in such manner as it shall require and/or give the Corporation a bond in such sum as it may direct indemnity
against any claim that may be made against the Corporation with respect to the certificate alleged to have been lost or destroyed.
ARTICLE VII
DIVIDENDS
Section 1.
Declaration and Form . Subject to the provisions of the Articles of Incorporation, dividends may be declared in conformity with
applicable law by, and at the discretion of, the Board at any regular or special meeting. Dividends may be declared and paid in cash, stock or
other property of the Corporation .
Section 2.
Record Date . The Board may fix a time not exceeding sixty (60) days preceding the date fixed for the payment of any dividend,
the making of any distribution, the allotment of any rights or the taking of any other action, as a record time for the determination of the
stockholders entitled to receive any such dividend, distribution, or allotment or for the purpose of such other action.
ARTICLE VIII
INDEMNIFICATION
Section 1.
Nature of Indemnity . The Corporation shall indemnify any person who was or is a party or is threatened to be made a party to
any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or investigative (other than an action by
or in the right of the Corporation), by reason of the fact that the person is or was or has agreed to become a director or officer of the Corporation,
or is or was serving at the request of the Corporation as a director, officer, partner, manager, trustee or in any other capacity for another
corporation, partnership, joint venture, limited liability company, trust, employee benefit plan or other enterprise, or by reason of any action
alleged to have been taken or omitted in such capacity against expenses (including attorneys’ fees), judgments, fines and amounts paid in
settlement actually and reasonably incurred by such person or on his or her behalf in connection with such action, suit or proceeding and any
appeal therefrom, if the person acted in good faith and in a manner he or she reasonably believed to be in or not opposed to the best interests of
the Corporation, and, with respect to any criminal action or proceeding, had no reasonable cause to believe his or her conduct was unlawful. The
termination of any action, suit or proceeding by judgment, order, settlement, conviction, or upon a plea of nolo contendere or its equivalent, shall
not, of itself, create a presumption that the person did not act in good faith and in a manner which he or she reasonably believed to be in or not
opposed to the best interests of the Corporation, and, with respect to any criminal action or proceeding, had reasonable cause to believe that his
or her conduct was unlawful.
The Corporation shall indemnify any person who was or is a party or is threatened to be made a party to any threatened, pending or
completed action, suit or proceeding, whether civil, criminal, administrative or investigative, by or in the right of the Corporation to procure
judgment in its favor by reason of the fact that the person is or was or has agreed to become a director or officer of the Corporation, or is or was
serving at the request of the Corporation as a director, officer, partner, manager, trustee or in any other capacity for another corporation,
partnership, joint venture, limited liability company, trust, employee benefit plan or other enterprise, or by reason of any action alleged to have
been taken or omitted in such capacity against expenses (including attorneys’ fees) actually and reasonably incurred by such person in
connection with the defense or settlement of such action or suit, and except that no indemnification shall be made in respect of any claim, issue
or matter as to which such person shall have been adjudged to be liable to the Corporation unless and only to the extent that the courts of the
Marshall Islands or the court in which such action or suit was brought shall determine upon application that, despite the adjudication of liability
but in view of all the circumstances of the case, such person is fairly and reasonably entitled to indemnity for such expenses which the courts of
the Marshall Islands or such other court shall deem proper.
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Section 2.
Successful Defense . To the extent that a present or former director or officer of the Corporation has been successful on the merits
or otherwise in defense of any action, suit or proceeding referred to in Section 1 of this Article VIII or in defense of any claim, issue or matter
therein, he or she shall be indemnified against expenses (including attorneys’ fees) actually and reasonably incurred by him or her in connection
therewith.
Section 3.
Determination that Indemnification is Proper . Any indemnification of a present or former director or officer of the
Corporation under Section 1 of this Article VIII (unless ordered by a court) shall be made by the Corporation unless a determination is made that
indemnification of the person is not proper in the circumstances because he or she has not met the applicable standard of conduct set forth in
Section 1 of this Article VIII. Any such determination shall be made with respect to a person who is a director or officer at the time of the
determination (i) by a majority vote of the directors who are not parties to such action, suit or proceeding, even though less than a quorum, or
(ii) by a committee of such directors designated by majority vote of such directors, even though less than a quorum, or (iii) if there are no such
directors, or if such directors so direct, by independent legal counsel in a written opinion, or (iv) by the stockholders.
Section 4.
Advance Payment of Expenses . Unless the Board of Directors otherwise determines in a specific case, expenses, including
attorneys’ fees, incurred by a person who is a director or officer at the time in defending a civil or criminal or administrative or investigative
action, suit or proceeding shall be paid by the Corporation in advance of the final disposition of such action, suit or proceeding upon receipt of an
undertaking by or on behalf of the director or officer to repay such amount if it shall ultimately be determined that he or she is not entitled to be
indemnified by the Corporation as authorized in this Article VIII. Such expenses (including attorneys’ fees) incurred by former directors and
officers may be so paid upon such terms and conditions, if any, as the Corporation deems appropriate. The Board of Directors may authorize the
Corporation’s legal counsel to represent a present or former director or officer in any action, suit or proceeding, whether or not the Corporation is
a party to such action, suit or proceeding.
Section 5.
Survival; Preservation of Other Rights . The foregoing indemnification provisions shall be deemed to be a contract between
the Corporation and each director and officer who serves in any such capacity at any time while these provisions as well as the relevant
provisions of the BCA are in effect and any repeal or modification thereof shall not affect any right or obligation then existing with respect to
any state of facts then or previously existing or any action, suit, or proceeding previously or thereafter brought or threatened based in whole or in
part upon any such state of facts. Such a contract right may not be modified retroactively without the consent of such director or officer.
The rights to indemnification and advancement of expenses provided by this Article VIII shall not be deemed exclusive of any other
rights to which a person seeking indemnification or advancement of expenses may be entitled under any bylaw, agreement, insurance policy,
vote of stockholders or disinterested directors or otherwise, both as to action in his or her official capacity and as to action in another capacity
while holding such office, and shall, unless otherwise provided when authorized or ratified, continue as to a person who has ceased to be a
director or officer and shall inure to the benefit of the heirs, executors and administrators of such a person. The Corporation may enter into an
agreement with any of its directors or officers, providing for indemnification and advancement of expenses, including attorneys fees, that may
change, enhance, qualify or limit any right to indemnification or advancement of expenses created by this Article VIII.
Section 6.
Severability . If this Article VIII or any portion hereof shall be invalidated on any ground by any court of competent jurisdiction,
then the Corporation shall nevertheless indemnify each present or former director or officer as to costs, charges and expenses (including
attorneys’ fees), judgment, fines and amounts paid in settlement with respect to any action, suit or proceeding, whether civil, criminal,
administrative or investigative, including an action by or in the right of the Corporation, to the fullest extent permitted by any applicable portion
of this Article VIII that shall not have been invalidated and to the fullest extent permitted by applicable law.
Section 7.
Subrogation . In the event of payment of indemnification to a person described in Section 1 of this Article VIII, the Corporation
shall be subrogated to the extent of such payment to any right of recovery such person may have and such person, as a condition of receiving
indemnification from the Corporation, shall execute all documents and do all things that the Corporation may deem necessary or desirable to
perfect such right of recovery, including the execution of such documents necessary to enable the Corporation effectively to enforce any such
recovery.
Section 8.
No Duplication of Payments . The Corporation shall not be liable under this Article VIII to make any payment in connection
with any claim made against a person described in Section 1 of this Article VIII to the extent such person has otherwise received payment (under
any insurance policy, bylaw, agreement or otherwise) of the amounts otherwise payable as indemnity hereunder.
Section 9.
Insurance . The Corporation shall have the power to purchase and maintain insurance on behalf of any person who is or was a
director or officer of the Corporation or is or was serving at the request of the Corporation as a director or officer
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against any liability asserted against such person and incurred by such person in such capacity whether or not the Corporation would have the
power to indemnify such person against such liability by law or under the provisions of these bylaws.
Section 10.
Indemnification of Employees and Agents . The Corporation may, to the extent authorized from time to time by the Board of
Directors, provide rights to indemnification and to the advancement of expenses to employees and agents of the Corporation similar to those
conferred in this Article VIII to directors and officers of the Corporation.
ARTICLE IX
CORPORATE SEAL
Form . The Seal of the Corporation, if any, shall be circular in form, with the name of the Corporation in the circumference and
such other appropriate legend as the Board may from time to time determine.
ARTICLE X
FISCAL YEAR
Fiscal Year . The fiscal year of the Corporation shall be such period of twelve consecutive months as the Board may by resolution
designate.
ARTICLE XI
MISCELLANEOUS PROVISIONS
Section 1.
Checks, Notes, Etc . All checks, drafts, bills of exchange, acceptances, notes or other obligations or orders for the payment of
money shall be signed and, if so required by the Board, countersigned by such officers of the Corporation and other persons as the Board from
time to time shall designate.
Checks, drafts, bills of exchange, acceptances, notes, obligations and orders for the payment of money made payable to the Corporation
may be endorsed for deposit to the credit of the Corporation with a duly authorized depository by the Chairman of the Board, the President, any
Vice President, the Treasurer, any Assistant Secretary, the Controller, any Assistant Controller and such other officers or persons, if any, as the
Board of Directors from time to time may designate.
Section 2.
Loans . No loans and no renewals of any loans shall be contracted on behalf of the Corporation except as authorized by the
Board. When authorized so to do, any officer or agent of the Corporation may effect loans and advances for the Corporation from any bank,
trust company or other institution or from any firm, corporation or individual, and for such loans and advances may make, execute and deliver
promissory notes, bonds or other evidences of indebtedness of the Corporation. Such authority may be general or confined to specific instances.
Section 3.
Contracts . The Board may authorize any officer, employee or agent to execute and deliver, in the name and on behalf of the
Corporation, agreements, bonds, contracts, deeds, mortgages, security agreements and other instruments, either for the Corporation’s own
account or in a fiduciary or other capacity, and, if appropriate, to affix the seal of the Corporation thereto. The grant of such authority by the
Board or any such officer may be general or confined to specific instances.
Section 4.
Waivers of Notice . Whenever any notice whatever is required to be given by law, by the Articles of Incorporation or by these
bylaws to any person or persons, a waiver thereof in writing or by electronic transmission by the person entitled to notice, whether before or after
the time stated therein, shall be deemed equivalent thereto.
ARTICLE XII
AMENDMENTS
Amendments. These bylaws and any amendment thereof may be altered, amended or repealed, or new bylaws may be adopted, by the
Board with a vote of not less than sixty-six and two-thirds percent (66-2/3%) of the directors then in office or by the holders of a majority of the
outstanding stock of the Corporation entitled to vote generally for the election of directors, at any annual meeting or at any special meeting;
provided, in the case of any special meeting, that notice of such proposed alteration, amendment, repeal or adoption is included in the notice of
the meeting.
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